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Abstract

The research analyses a range of analytical materials of Ukrainian and international experts in business, economy,
finance, etc., and the data of sociological surveys of the representatives of Ukrainian businesses regarding the
entrepreneurship development trends in Ukraine in conditions of martial law. The analysis of these resources has
revealed a substantial negative impact of the war on the export of goods and services from Ukraine, the falling sales
volumes, the reducing staff of enterprises, problems with labour remuneration, and the preservation of panic in the
business environment. However, there is a substantial risk that the hostilities do not end in the short run. Therefore,
the authors analyse the opportunities for the creation of a specific business environment in Ukraine under martial
law with the view to develop a policy directed at securing economic resilience as well as the maintenance of the
country’s economic capacity. The risks and threats of doing business in Ukraine in the context of adopted amend-
ments to legislation in conditions of war are examined. The priority steps for the elimination of possible threats of
falling business activity are outlined.

Keywords

war, martial law, business development, business conditions, war in Ukraine

Introduction

The Russian military aggression against Ukraine has significantly weakened the dynamics of
the national economy. Ukraine ended 2022 with a 30% drop in real GDP. It is interesting that even
during the Second World War, almost no such volume of GDP decline was recorded within one
calendar year.

At the end of July 2023, the National Bank of Ukraine raised the forecast for Ukraine’'s GDP
growth in 2023 from 2% to 2.9%, but lowered it for 2024 from 4.3% to 3.5%.

The calculations of the National Bank show that Ukraine’s economy loses 50% of “unproduced”
GDP in the war (i.e. each week costs the national economy over 50 billion UAH, even not taking
into account the losses from destruction). Meanwhile, if the war continues for the next six months,
90% of Ukrainians (according to the UN) can face poverty and absolute economic vulnerability
(only 2% of the Ukrainian population had been below the poverty line before the war) (Economic
truth, 2022). These threatening predictions are preliminary and can be revised upward, since the
duration and intensity of hostilities are currently not known for sure. Meanwhile, we share the
position of numerous experts and analysts that the development of business is among the major
“activators” of Ukrainian recovery.
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The theoretical setting and literature review

A substantial share of studies on doing business in war in the global scientific literature ad-
dressed the conditions of the functioning of companies producing weapons and military supplies
(Lakomaa, 2017). Yet, Ukrainian economic science lacks profound discussions and substantial
economic-mathematical modelling of the war’s impact on business development (in the first place,
in the long run). It is mostly caused by difficult access (or absence, in some cases) to statistical data
on main business activity parameters in conditions of war (including across Ukrainian regions).
However, the analytical materials of Ukrainian and international experts in business, economy,
finances, etc. — and the data of sociological surveys of the representatives of Ukrainian business-
es regarding the entrepreneurship development trends in Ukraine in conditions of martial law —
are available for analysis. According to experts from Gradus and KUS Business (Kyiv School of
Economics, 2022, p. 4), in the first months of the war, 85% of businesses have transferred to the
partial operation mode or terminated their activities, 1% of which have completely ceased opera-
tions and do not plan their recovery, and 35% have suspended their activities waiting for the end
of the war (such businesses account for 27.7%, according to other estimates (Tarasovskyi, 2022)).
Moreover, 86% of businesses operate with less workload than before the war, 33% of compa-
nies do not have an opportunity to pay salaries to employees (38%, according to other analysts,
and 38% more employees are put on leave (Tarasovskyi, 2022)), and 29% cannot pay for the
services of suppliers. The share of domestic companies’ staff cut in the first month of war is 21%
(Tarasovskyi, 2022).

The expectations of the domestic businesses regarding their activity in 2024 are disheartening.
Uncertainty with the duration of hostilities, the risks of non-rhythmic receipts and insufficient volumes
of international aid, the growth of logistics costs due to the blockade of the border, high fuel prices,
the narrowing of investment demand, the lack of qualified personnel, and the weakening of demand
all negatively affected the expectations of enterprises regarding their business activity in 2024.

The industries in the conditions of war where online work is impossible and business works
directly with consumers were affected the most — air and sea transportation, postal and courier ac-
tivities, and insurance. Agricultural enterprises are also in difficult conditions since their businesses
are linked to a specific area, and field and farm work cannot be postponed indefinitely or delayed.
Overall, the lack of orders, problems with logistics, and shortage of raw materials are the major
problems faced by domestic businesses in current conditions (Kyiv School of Economics, 2022).
Meanwhile, the problem also concerns the companies that operate relatively far from the areas of
intense hostilities.

In general, the Ministry of Economy of Ukraine estimates the losses of domestic companies and
organisations in the first month of the war at 80 billion USD (Svyrydenko, 2022). For instance, the
analysts of the Advanter Group estimate the current direct losses of small and medium businesses
in the first two weeks of war at 30—60 billion USD?.

Research methodology

At the time of writing this article, the Russian Federation’s war in Ukraine has been lasting for
two months. The State Statistics Service suspended the public release of statistical information for
the period of martial law or the state of war and for three months after it is terminated, including
regarding the trends in entrepreneurial activity. It has made it difficult to carry out comprehensive
economic-mathematical modelling of economic processes and has generated the need to search
for alternative research methods.

The research can be conditionally divided into two parts: the first part describes the business
environment in Ukraine in conditions of war unleashed by the Russian Federation. To prepare this
part, the authors have used a range of analytical materials of Ukrainian and international experts
in business, economy, finance, etc., and the data of sociological surveys of Ukrainian business
representatives.

1 Official website of Advanter Group consulting company: https://advanter.ua/
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Taking into account the critical condition of Ukrainian business under martial law and the need
for business to become the driver of economic recovery in Ukraine, the government has adopted
arange of legislative initiatives that create a specific business environment in Ukraine under matrtial
law. Therefore, the second part of the article addresses the critical analysis of this “specific environ-
ment”. For that purpose, the methods of logical generalisation, systemic analysis, comparison, and
synthesis were applied. To visualise the trends in companies’ relocation from the areas of hostilities
to safer regions of Ukraine, the graphic method was used. To substantiate the ways of eliminat-
ing the threats of falling business activity due to the creation of a specific business environment in
Ukraine under martial law, the strategic analysis method was applied.

Findings and discussion

The termination or substantial scaling down in most economic activities, the destruction of pro-
duction and infrastructural facilities, forced movement of Ukrainian citizens to safe areas with si-
multaneous unemployment growth in the country, and the threat of global food crisis in case of
disrupted planning campaign have become the major challenges that require instant reaction and
support from the Ukrainian state in conditions of the current military situation.

According to the Ministry of Economy, direct losses for Ukrainian infrastructure (excluding eco-
nomic growth losses) account for at least 100 billion USD, or 3 trillion UAH. In addition to that, ac-
cording to the National Bank of Ukraine (NBU), the Ukrainian economy loses over 1.7 billion USD,
or 50 billion UAH, each week of hostilities.

The research of the Advanter Group consulting company shows that almost 86.5% of small and
medium businesses are not functioning in Ukraine as of 13" March, 2022, 5.8% of companies are
operating part-time, 5.85% of companies have reduced the amount of work, and the activities of
only 1.9% of companies remain unchanged. The research of this company conducted in a month of
hostilities indicates the intensification of the process of small and medium businesses’ adaptation
to the martial law conditions: the number of non-operating companies has reduced to about 56%;
meanwhile, the number of companies that have resumed their activities part-time has increased
over three times (to 19.1%), and some companies have even increased the volumes of their activi-
ties — 8.5% (3.8% of them for more than +40%) (Figure 1).

100 1,9 3,8
Il The volume of activity has
90 increased significantly
(140%+)
80 [E Volumes of activity have
increased (110-130%)
70 [ The activity has practically
not changet (100%)
60
[0 Reduced volumes of
L 000
50 activity (70-90%)
40 [ Works partially (40-60%)
30 [ The activity is almost
stopped (10-30%)
20
[l The activity was
10 completely stopped (0%)
0

13.03.2022 14.04.2022

Figure 1. Business activity in Ukraine in the period of hostilities as of 13" March and 14™ April 2022

Source: Compiled based on the data from: Advanter Group. Research. URL://https://advanter.ua/#cta



10 Maryana Melnyk, Iryna Leshchukh, Uliana Ivaniuk

As of the beginning of 2023, 31.7% of enterprises have completely or almost completely stopped
work (Innovation Development Centre, 2023).

The rescue of business capacity, especially the production capacity, is imperative not only for
the support and after-war recovery of the Ukrainian economy, but also to secure employment and
purchasing power of the country’s population. The programme for the relocation (transfer) of com-
panies from the areas of hostilities to safer, mostly western, regions of Ukraine — approved by the
Order of the Ministry of Economy of Ukraine Ne 391-22 as of 7" March, 2022 — has become an
essential governmental measure directed at assistance in the rescue of business capacity. The
companies of any size located in the risk zone due to hostilities can move their assets free of
charge and continue their functioning in any of nine oblasts — Vinnytska, Volynska, Zakarpatska,
Ivano-Frankivska, Lvivska, Rivhenska, Ternopilska, Hmelnytska, and Chernivetska. Moreover, the
Resolution of the Cabinet of Ministers of Ukraine Ne246-r as of 25" March, 2022, approves the Plan
of urgent measures on the relocation, when needed, of the production capacities of economic enti-
ties from the areas of hostilities and/or with the threat of hostilities to safer areas.

As of 20" April, 2022, the Ministry of Economy of Ukraine has received 2,054 applications for
relocation from the hostilities areas; 2,035 of them have been processed. 312 companies have
completely finalised the relocation of production capacities from the areas of hostilities, 195 of them
have resumed functioning in new sites, and equipped sites have been found for 532 companies
as they have been handed over to the Ukrzaliznytsya (Ukrainian railways services) and Ukrposhta
(Ukrainian postal services) services for transportation.

Table 1. The relocation of companies from the areas of hostilities to safer regions of Ukraine in 2022

— 1] " > < < T o
S ¢ 5| £ | _E|g s 28 §£5%
83 52| 3 |832|% 558 $ % 838 ¢
5§ EE| 7 | 8|24 - =3 S8E8
23 22| g |28 85 2% 2 52 5L£2E
o 2 I b o O | £ o5 < c o [ A
°% 22| 8 | %5 & - 28 St
E Fgl & 3|° g ° g2 £ge°
1 2 3 4 5 6 7 8
1 Lviv 412 410 93 39 metalworking, mechanical Kharkiv, Zaporizhia, 0.4428
engineering, light industry, Sumy,
medical and pharmaceutical Chernihiv,
companies, Kyiv,
IT industry Donetsk
2 Ivano-Frankivsk 98 95 28 23 light and furniture industry, Kharkiv, Zaporizhia, 0.3435
IT services, metalworking Kyiv,
Donetsk
3 Volyn 12 8 7 5 light and food industry, IT Kyiv, 0.0991
industry Kharkiv,
Zhytomyr
4 Rivne 589 578 21 16 light and food industries, Kyiv, 0.3476
trade, woodworking and Kharkiv,
furniture industries Donetsk,
Chernihiv
5 Ternopil 131 131 24 18 light, machine-building, Zaporizhia, 0.4652
metalworking and food Sumy,
industry, IT industry Chernihiy,
Kyiv,
Donetsk, Luhansk.
6 Chernivtsi 45 44 23 16 IT industry, production Zaporizhia, 0.544
of electric motors and Kyiv,
high-voltage equipment, Dnipropetrovsk,
light, food and chemical Kharkiv
industries
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Table 1. — cont.
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7 Khmelnytsky 170 170 19 15 mechanical engineering Zaporizhia, 0.2476
and metalworking, furniture, Kyiv,
chemical, light and food Donetsk,
industries Kharkiv
8 Zakarpattya 500 500 81 54 furniture, light and food Kharkiv, Zaporizhia, 1.2025
industries, radio electronics Sumy, Chernihiv,
and IT industry Kyiv, Donetsk
9 Vinnytsia 97 91 16 9 food industry, production of Kharkiv, 0.162
refrigeration and ventilation Dnipropetrovsk,
equipment, metalworking Donetsk,
and mechanical Kherson,
engineering, production of Kyiv
medical equipment

Source: Compiled based on the reports of oblast military administrations (OMAs) of the defined 9 oblasts.

In particular, according to oblast military administrations (OMAS) of nine regions defined by the
government for relocation, the Rivhenska and Zakarpatska OMAs have the largest number of appli-
cations — 589 and 500, respectively. Aimost each of them has been processed, allowing the reloca-
tion of 21 and 81 companies, respectively, to the territories of these oblasts. The Lvivska oblast has
processed 410 applications for relocation, and as of 20" April, 2022, it has managed to place the
largest number of companies (91) out of nine regions defined by the government; 39 of them have
already started functioning. Despite the less amount of received and processed applications for
relocation (12 and 45, respectively), the Volynska and Chernivetska oblasts have demonstrated the
highest implementation efficiency. 58% and 51%, respectively, of the processed applications have
resulted in the successful movement of companies to the territories of these oblasts. Meanwhile,
the Ivano-Frankivska and Hmelnytska oblasts have the highest density of relocated companies that
have started functioning among other oblasts — 82% and 79%, respectively.

The companies from 6 different oblasts where the hostilities have been or are taking place have
been relocated to the Lvivska, Zakarpatska, and Ternopilska oblasts, and from 5 oblasts to the
Vinnytska oblast. IT services, food and light industry, mechanical engineering, metalworking, and
the production of medical equipment are among the most common economic activity sectors of the
companies relocated to safer oblasts.

The most significant share of relocated companies in the total number of registered companies
in the analysed period was in the Zakarpatska oblast (+1.2%), which is related to the fact that the
oblast has the largest number of companies (81) relocated to the territory of the oblast at a rela-
tively low number of registered companies (6,655). Overall, it is worth acknowledging the trend to-
wards the relocation of companies from the most economically-active regions where the hostilities
have been or are taking place or those adjoining them to the regions with much lower economic
activity levels (excluding the Lvivska oblast). It helps maintain the country’s economic capacity in
conditions of martial law and substantially revitalise economic activity in less developed regions
(Figure 2).
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Figure 2. The relocation of companies from the areas of hostilities to safer regions of Ukraine in 2022

Source: Own elaboration.

The global challenge — a full-scale war unleashed by the Russian aggressor — led to a decrease
in the potential of logistics enterprises of Ukraine, because:

1) during the war, the operation of a number of logistics routes and branches of the transport and
logistics sphere was blocked. In particular, the threat of air attacks “grounded” all air transport
in Ukraine. The occupation of part of the Khersonska and Zaporizhska oblasts, as well as the
destruction of the Kakhovska HPP, stopped the movement of river transport along the Dnipro.
Russian warships in the Black Sea are blocking Ukrainian seaports. In addition to the obvi-
ous loss of income, the blockade of Ukrainian ports led to the disruption of the usual logistics
chains. For Ukrainian seaports, this caused the loss of some customers. Instead, companies
that sold their products by sea were forced to look for new intermediaries and new sales markets

(Melnyk & Leshchukh, 2023);
2) as a result of hostilities and rocket attacks, the destruction of transport infrastructure has oc-

curred (and continues to occur);

3) military operations, blockade of seaports, damage to transport and logistics infrastructure, etc.
caused — in addition to a decrease in the physical volume of cargo transportation — a change in
its structure by types of goods.

Since there is a significant risk that hostilities do not end in the short run, it is essential to de-
velop a policy directed at securing the economic resilience and maintaining the economic capacity
of the country under martial law.

In our opinion, the following are the major threats that substantially complicate the processes of
securing the economic resilience and maintaining the economic capacity of the country under the
martial law:

— the violation of internal and international economic links;

— the blocking and violation of supply and/or sales logistics;

— the loss of labour capacity due to continuous human outflow;

— the lack of sufficient number of equipped sites to locate companies;
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— difficulties in simultaneous relocation and accommodation of a substantial number of employees
along with securing them the access to basic social services;

— the lack of, or problems with, connection to necessary engineering networks to secure the func-
tioning of companies;

— difficult logistics and long-term transfer of industrial equipment to the relocation sites;

— the lack or shortage of qualified specialists to assemble/dismantle the complex industrial equip-
ment (including the one produced abroad).

Therefore, the Parliament and Government of Ukraine introduced a range of initiatives in the
first month of the war to support businesses in this particular period. Namely, they include the
deregulation and simplification of requirements for doing business, concessional lending, the op-
portunity to relocate from the area of intense hostilities, etc., which will help businesses to continue
operations (Table 2).

Table 2. The risks of creating specific business environment in Ukraine under military law

Specific conditions /
opportunities for
doing business

The risks
of creating specific business environment

Microlevel (business):

1) high cost and legal and technical difficulties of the relocation procedure;

2) the loss of resources, goods, fixed assets; relocation cost;

3) limited mobility of some types of businesses, their territorial “linkage” (mostly, agribusiness, large
production, and logistics companies);

4) challenges of the selection of sites to locate production; possible high production premises rent in
a new location site;

5) challenges of the selection of qualified staff in the sites after relocation, especially for economic
activity types where the employees must have specific skills and knowledge. Moreover, there is
a threat of labour shortage, since, currently, a significant share of the population has left abroad,
and hundreds of thousands of people have joined the Ukrainian Armed Forces as well as have
become volunteers involved in the transportation of humanitarian aid and supplies to armed
forces. They all have “left” the labour market;

6) challenges of the relocation and accommodation of staff in new sites;

7) the loss of partners, suppliers of raw materials, etc.; the need to search for new partners,
suppliers, etc., which requires additional financial losses and some time, and, among other
things, can constitute a threat of business downtime.

Meso and macrolevel (regions and state):

1) the lack/difficulties in logistical capacities to relocate the business from the areas of intense
hostilities; the threat to life and health of staff, drivers, and railway workers when they perform
relocation procedures;

2) the loss of tax revenues to local budgets in the regions where the businesses are relocated from
due to the reduction of tax base and accumulation of tax debt;

3) the growing share of companies that relocate abroad (according to Advanter analysts, as of
13" March, 2022, about 8% of companies have relocated abroad); hence the loss of their
capacity for Ukraine;

4) the threat of budget imbalance in various regions of the country;

5) growing negative impact on sustainable development of the areas where the businesses relocate
from, e.g. due to failure to conduct an inventory of pollutants emission by enterprises; growing
environmental threats in the sites of the location of some types of businesses after relocation.

Business relocation

Microlevel (business):

lllegal appointment of unscheduled and actual inspections due to misuse of legislation on the

restoration of inspections in certain areas in the case of threat to rights, legal interests, human life

and health, environmental protection, and the maintenance of national security; incorrect definition of

a list of controlled companies.

Meso and macrolevel (regions and state):

1) a significant growth of budget deficit due to reduced tax base and the accumulation of tax debt

Deregulation, since:

Reduced tax burden — over a half of tax payments are in the risk zone due to hostilities and intense movement of
the population (e.g. in 2021, small and medium businesses covered 54.2 % of tax payments.
About 40% of the mentioned companies were located in the areas of hostilities);

— according to Art. 69.1. of the Tax Code of Ukraine, operating companies have the right to tax
and fee deferral if they do not have an opportunity to pay taxes in time;

— the businesses’ capacity to cover advance payments is exhausted. In the first place, it is about
the payments of large taxpayers as their advance payments (in February) secured the growth
of tax revenues in March this year compared to March 2021.
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Table 2. — cont.

Specific conditions /
opportunities for
doing business

The risks
of creating specific business environment

Overall, in 2021, large taxpayers secured 45.8% of tax revenues to the state budget of Ukraine.
However, nowadays, a significant share of this capacity is lost, since most companies are located
in the areas of ongoing hostilities. Under these conditions, according to various analysts, the loss of
single social contribution and personal income tax can reach 30-50% in March—April of 2022, and
the volume of customs payments can account for only 15-20% of those planned before the war.

2) On the one hand, large-scale sequestration of the spending part of state and local budgets can
mitigate the problem of the budget deficit, while on the other hand, it is dangerous as it deepens
the economic recession.

There are growing volumes of counterfeit fuel and ethanol, and their illegal/uncontrolled
transportation by vehicles due to the abuse of Article 69.4 of the Tax Code of Ukraine by
unscrupulous individuals and legal entities. It is worth mentioning that tax authorities imposed
financial sanctions in the amount of 278.1 million UAH in 2021 and 409.3 million UAH in 2020
for conducting unlicensed activities related to fuel circulation or activities violating the licensing
terms.

Failure to display/incorrect display of sales operations by business entities for tax purposes due
to abuse of Article 69.5 of the Tax Code of Ukraine by unscrupulous business entities.

Falling revenues from the licensing of activities related to the production and circulation of
ethanol, alcohol, and tobacco; growing illegal/uncontrolled production (including poor quality
products, falsification) and circulation of ethanol, alcohol, tobacco, and liquids used in electronic
cigarettes due to abuse by unscrupulous economic entities of the provisions of the Tax Code

of Ukraine related to the deferral of licensing these activities till the martial law is terminated or
cancelled in Ukraine. It is worth mentioning that in the prewar 2021, the divisions of Service of
Tax Control over the Excisable Goods Circulation imposed financial sanctions for the violation
of legislation on the production and circulation of excisable goods and accrued excise tax in

the amount of 1,613 million UAH, which is 997.7 million UAH more than in 2020. Meanwhile,
under martial law, Article 69.10.1 of the Code allows the production and circulation of a range

of excisable goods under old licenses. Moreover, the issue of the reasonability of mitigated
requirements for licensing the activities related to the production/circulation of ethanol and
alcohol during the war is quite debatable. On the one hand, businesses pay taxes and fees to
the budget as they conduct their activities (although these payments will actually be paid after
the martial law is cancelled, taking into account the current exemption from taxes and fees). On
the other hand, the “anti-alcohol law” (Rohalska, 2022) was introduced in the first days of the war
in 13 Ukrainian regions in correspondence with the Law of Ukraine “On Legal Regime of Martial
Law” and the Public Health Centre of Ukraine recommended the population to refrain from
alcohol consumption under martial law.

Falling revenues from the sales of excise stamps and growing import and sales of counterfeit
tobacco products due to abuse by unscrupulous taxpayers of legal provisions related to an
opportunity of import and sales of tobacco products violating the requirements to labelling
following Ukrainian legislation if it is impossible to buy excise stamps. It is worth mentioning that
financial sanctions in the amount of 88.6 million UAH were imposed in 2021 by tax authorities for
the manufacture, storage, transportation, and sales of counterfeit alcohol and tobacco products
or those without excise stamps or with forged brands of alcohol and tobacco products.

The shortage of single social contribution to the Pension Fund, including due to an opportunity
under Ukrainian law to voluntarily pay this contribution for entrepreneurs belonging to the first
and second categories. So in March 2022, the Pension Fund received 9% less single social
contributions. The shortfall of this contribution in April will probably be even more significant.
Inability of tax and customs authorities to perform their functions in a large part of the country due
to the risks and threats to the security of employees; inability to get workers to work; destroyed
premises, computer hardware, databases, and/or working documents.

There is a risk of deteriorating interaction between tax and customs authorities with territorial
divisions of treasury service and/or local financial authorities affecting the maintenance of
budgetary process due to humanitarian problems.
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Concessional lending | Meso and macrolevel (regions and state):

1) the unprofitability of the banking system caused by falling revenues from lending and other types
of operational activity;

2) decreasing quality of loan portfolio due to deteriorating payment discipline of borrowers.

Labour relations Microlevel (employees):

liberalisation 1) The demoralisation of employees as a result of their:

— transfer to another job not stipulated by the employment contract (this opportunity for the
employer is laid down in Art. 3 of the Law of Ukraine “On the Organisation of Labour Relations
under Martial Law”);

— release during the period of temporary disability (being on sick leave) and leave (excluding
maternity and childcare leave until the child is three years old; Art. 5.1 of the Law of Ukraine
“On the Organisation of Labour Relations under Martial Law”).
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Table 2. — cont.

Specific conditions /
opportunities for
doing business

The risks
of creating specific business environment

Labour relations
liberalisation

2) Temporary loss of solvency by employees due to the abuse by the employer of Article 10 of the
Law of Ukraine “On the Organisation of Labour Relations under Martial Law” in the context of its
possible violation of obligations regarding remuneration terms (without the imposition of penalties
on the latter).

Failure of the aggressor state to compensate salaries and other payments accrued to employees
in conditions of suspension of employment contracts. It is worth mentioning that according to

Art. 13.3 of the Law of Ukraine “On the Organisation of Labour Relations under Martial Law”,
reimbursement of salaries, guarantee and compensation payments to employees during the
period of employment contract suspension lay entirely with the state that carries out military
aggression against Ukraine.

3

—

Sectoral
transformation of
business

Microlevel (business):

1) logistical problems, challenges of the selection of qualified staff and reliable suppliers to conduct
a “new” activity type; the need to create a new customer base;

2) the loss of clients, partners, suppliers of raw materials, etc. present in the “previous” business;

3) financial losses caused by a wrong choice of “new” business and its poor resilience in the
changing economic dynamics and demand on the market.

Meso and macrolevel (regions and state):

15

1) a shortage of some goods and services due to business conversion and the creation of frenetic
demand for these goods and services;

2) decreasing volumes of international reserves due to a significant decline in export of some goods
and services of “transformed” companies. It will limit the inflow of foreign currency to the country.

Source: Own elaboration.

Recommendations

The risks and threats of doing business in Ukraine can be eliminated, in our opinion, due to the

development and consistent implementation of specific public policy in all priority domains of social
life that would contribute to launching the mechanisms of maintaining the economic capacity and
the economic recovery of the country under martial law. The following should be the priority steps
for the elimination of possible threats of falling business activity that has negative socioeconomic
consequences:

securing the further promotion of business relocation to the areas without intense hostilities (ac-

cording to the Advanter Group, 48% of small and medium businesses cannot transfer their manu-

facturing to safe regions yet for various reasons). In addition to creating the tax base, the launch-
ing of new businesses in the areas without intense hostilities will allow the creation of new jobs
and keep the population from leaving abroad since it will generate preconditions for their solvency;
promoting domestic products on the market and searching for new export opportunities;
intensifying the public-private partnership (hereinafter — PPP) in the context of creating the new
and reconstructing the damaged infrastructure. The introduction of tax preferences can become
the incentive for businesses to intensify investment within the PPP, in particular in the context
of the revision of fixed assets depreciation standards, same as tax preferences for revenues
directed at capital investment.

operationally deregulating tax and customs domains and updating state policy in compliance

with the martial law needs — maintaining the policy of reducing the administrative and tax burden

on business with the elimination of possible abuse, including:

— with the view to protect against the spread of excisable goods of poor quality (counterfeit),
the amendments to Art. 69.1. of Chapter XX of the Tax Code of Ukraine should be introduced
in terms of shortening the period of registration in the Unified Register of Excise Invoices,
adjustment calculations, the submission of electronic documents with the data on actual fuel
reserves and volumes of fuel or ethanol circulation from six to two months after martial law in
Ukraine is terminated or cancelled;

— in the support of an opportunity for a taxpayer to prolong the period of taxes and fees pay-
ment to six months after martial law in Ukraine is terminated or cancelled, which is laid down
in Art. 69.1 of Chapter XX of the Tax Code of Ukraine, it is reasonable to shorten the period
of reporting, registration in the respective registers of tax invoices, adjustment calculations,
etc. from six to three months after martial law in Ukraine is terminated or cancelled;
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— the mechanism of monitoring the operations related to voluntary transfer or alienation of
money, goods, including excise goods, and the provision of services for the Armed Forces
of Ukraine and divisions of territorial defence, which without previous or subsequent reim-
bursement of their cost are not considered as sales operations for tax purposes (Art. 69.5 of
Chapter XX of the Tax Code of Ukraine), should be developed. It will eliminate the possibility
of not displaying/incorrect these operations by business entities.

» public and local financial assistance for Ukrainian national and local companies (with final bene-
ficiary-owner in Ukraine) operating in the region, including due to the expansion of interest-free
lending programmes for businesses under martial law;

— liberalising labour relations under martial law (Verkhovna Rada of Ukraine, 2021), including
due to approval of the official procedure of reserving the key employees of the companies
from conscription to maintain the functioning of companies;

— maintaining consistent and quick internal goods logistics, including due to the adjustment of
freight transport inspections at checkpoints of territorial defence;

— including industrial equipment and components necessary for manufacturing in the list of al-
lowed critical import positions to restore and extend the functioning of industrial companies
in Ukraine;

— deregulating and accelerating the process of connection to engineering networks to secure
the functioning of companies under martial law;

— introducing the mechanism of integrating the relocated companies with the legal regime of
the existing industrial parks located in the territory of defined safer regions.

 the flexibility of logistics potential (infrastructure); the transformation of the transport and logis-
tics system, the priority directions of which in the conditions of war, first of all, are:

— the restoration of the destroyed railway infrastructure should take into account possible
changes in the location of large industrial enterprises and sources of cargo flows;

— the restoration of the capacity and cargo capacity of sea ports (today their work is blocked)
by attracting investments (for demining, dredging, clearing, repair, and modernising port in-
frastructure). They will not immediately be able to reach the pre-war volume of transshipment
of goods; hence the importance of road and rail transport in the western direction;

— the development of warehouse management.

Conclusion

Current realities generate a range of challenges and tasks for businesses and authorities. The
functioning of companies in hostilities is the key issue. Businesses must resume operating. It is the
foundation for revenues to the state budget, the maintenance of the solvency of the population (in-
cluding due to jobs creation), and the strengthening of the country’s economic resilience, and thus
its ability to efficiently resist the aggressor.

Despite a range of risks for the country and its regions (in the first place those related to the
shortage of taxes and fees), the creation of a specific business environment in Ukraine under mar-
tial law creates opportunities to boost production and entrepreneurial activity in less industrially de-
veloped western regions with the attraction of their labour capacity, in addition to the achievement
of its major objective — maintaining the country’s economic capacity in current difficult conditions. It
is especially important in conditions of a significant growth of expenditures related to defence, the
solution of social issues, and the accommodation of refugees in the background of a substantial
decline in revenues to state and local budgets.
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Abstract

The article focuses on identifying the specifics of the relationship between human capital and the quality of econom-
ic development across regions and the world as a whole. The Human Capital Index (HCI) was used as an indicator
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Introduction

The primary objective of any state is to ensure sustainable economic development, often one
associated with economic growth measured in GDP dynamics. However, although economic indi-
cators are important, non-economic factors — social, cultural, technological, environmental — are
also relevant to achieving development in a broader context. The availability of natural resources
and transport routes, a convenient geographical location, and good climate were key factors for
economic development in past centuries. However, alongside these, factors whose impact is rela-
tively recent are also becoming important nowadays. These include the availability of modern com-
munications, information resources, a high level of human capital, ease of doing business, optimum
bureaucracy, etc. While geographical, climatic, and natural factors are virtually uninfluenced at the
national level, information and communication as well as human resources are manageable at the
state level.

Human capital is an important factor that contributes to economic growth and development. The
formation of human capital entails certain costs for society as a whole, for individual companies,
and for individuals themselves. Investments in human capital involve spending on medicine, edu-
cation, research, culture, art, and other components. However, it is equally important to create an
enabling environment for the realisation of human capabilities and knowledge, which significantly
increases the return on investment in human capital. At the same time, a country can produce hu-
man capital itself through investment, but it can also attract human resources by creating favour-
able conditions for them.

Literature review

Human resources have a significant impact on economic development primarily because a high-
ly skilled labour force is more in demand on the labour market and receives a higher rent on its
human capital in the form of higher wage rates. A number of studies confirm this. Cuaresma et al.
(2018) concluded by building an econometric model that human capital is a driver of income growth.

An important characteristic of human capital is its ability to generate GDP. Weckroth et al. (2015)
studied the relationship between GDP and human and social capital components in European re-
gions. The study showed that the social components have a positive link with regional GDP.
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There are certain differences in the manifestation of the relationship between economic devel-
opment and human capital across countries and regions. Weckroth and Kemppainen (2016) inves-
tigated the relationship between value-based human capital and economic development. The re-
sults showed the existence of inequality between Western and Eastern European regions in terms
of cultural values. As it turns out, higher economic development is accompanied by wide-ranging
cultural diversity.

It is important for any country that development takes place evenly in all regions, in which way
it will be balanced. However, this is not always the case. Laskowska and Danska-Borsiak (2016)
determined that the amount of human capital in a region has a significant impact on the GDP per
capita there. Researchers have found a relationship between the level of regional development,
measured by GDP per capita, and the level of human capital in various EU regions. However, the
analysis revealed inter-regional disparities in these variables.

Human capital also contributes to innovation and technological development by increasing the
amount of innovation as the level of ability and knowledge grows. Diebolt and Hippe (2019) con-
sider regional human capital as a factor of technological progress and economic development in
the historical context. Using a range of data on literacy rates, the number of patents, etc. from
1850 to 1960, they identified human capital as an important determinant of economic and innova-
tion differences between European regions. Cappelli et al. (2021) studied the impact of the crisis
on unemployment since 1978 in 248 regions of the European Union. They investigated regional
resilience from 2008 to 2016 to assess the impact of the 2008 crisis. As a result, it was determined
that human capital is a factor in ensuring the region’s technological progress in the post-crisis pe-
riod. However, sustainability can be achieved through more than just human capital. Institutional
variables also matter.

Human capital can increase labour productivity. This is because more skilled employees are
better able to cope with complex production tasks and current problems. Carrion-i-Silvestre and
Surdeanu (2016) determined that human capital, physical capital, as well as public capital influence
labour productivity in Spain by estimating a panel data model of 17 Spanish regions over the period
1964-2011. Kijek and Kijek (2020) examined the impact of human capital and R&D on overall pro-
ductivity in European regions from 2009 to 2014. The results show that investment in human capital
increases returns to R&D and vice versa.

In addition, human capital helps to reduce inequalities in society. Suhendra et al. (2020) anal-
ysed the factors that influence inequality using data from 34 Indonesian provinces for 2013-2019.
The results showed that human capital has a negative impact on income inequality. In contrast,
inflation widens the income gap, thereby exacerbating inequalities in society.

Migration as a manifestation of the human factor also affects economic development. Migration
can have both positive and negative impacts on regional development. With the outflow of human
resources, migration is a significant problem. Human capital accumulated over many years by sub-
sidising expenditure on education, health, etc. may be irretrievably lost in this case. In this aspect,
migration affects the gap in wages, incomes, and living standards in a region. In turn, the influx of
labour into a region contributes to a more efficient distribution of jobs, thereby creating competition
in the labour market and stimulating aggregate demand in the region. It is, therefore, important to
note that a state’s ability to attract human capital will subsequently have a favourable impact on
economic development. Better living and working conditions in a region attract more educated and
skilled workers. Coniglio and Prota (2008) stress that the ability of a region to generate human
capital is important. The high quality of life in the region is a factor that attracts skilled workforce.

Both economic well-being, measured in terms of per capita income, and subjective well-being —
assessed in terms of life satisfaction and measured not only by economic indicators but also by
cultural, environmental, and institutional ones — are important for the efficient allocation of human
resources. Infrastructure, wages, the environment, climate, the availability of social and recreation-
al facilities, and many other factors matter in the distribution of human resources across countries
and regions. For example, the spread of digital technology improves the quality of life of people in
the region. Therefore, scholars focus on the issues of spatial distribution of the labour force. For ex-
ample, Koisova et al. carried out an assessment of the human resource potential of the V4 regions
of the Czech Republic. The results show that the best conditions for realising the potential of human
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resources are observed in megacities that attract a highly skilled workforce. However, it should be
noted that there are also some disparities in the distribution of human resources within regional
boundaries. Human capital is predominantly accumulated in cities. Sanroma and Ramos (2007)
note that there is a positive relationship between human capital and productivity in Spanish regions.
The externalities of human capital are more intense within cities. Rafaj (2020) points out that cities
play an important role in regional economic development. In doing so, the analysis showed that
human capital has the greatest impact on GDP in Slovak urban areas. Thus, there is a tendency for
the accumulation of human capital in urban agglomerations.

A high level of human capital ultimately contributes to the region’s competitiveness. Merto and
Bogdanski (2018), in analysing the competitiveness of European regions, determined that higher
levels of human capital are usually accompanied by higher levels of competitiveness. The highest
level of competitiveness is observed in regions with the highest quality of human capital and vice
versa. Infrastructure is also important for ensuring the quality of human capital. Pavel and Jucu
(2018) emphasise that human resources are an important element of regional development. Also,
human resources can enhance the value of a country’s national brand. A correlation was found
between the Brand Strength Index and the Human Development Index (for the sample of the world
as a whole), but the relationship is uneven and can range from negative to positive across country
groups (Stryzhak et al., 2021).

Balanced economic development is an objective of public policy and implies ensuring security,
prosperity, economic freedom, infrastructure, and a business-friendly environment in any country.
The level of investment attractiveness also contributes to an effective distribution of jobs. The
movement of labour between countries and regions is determined by both economic and non-
economic factors. The labour market situation, and, in particular, the unemployment rate, affects
the level of income and well-being of a country’s citizens. In this context, the purpose of this article
is to determine the features of the relationship between economic development, expressed by sub-
jective and objective measures, and human capital by groups of countries regionally and globally.

The study uses methods of descriptive statistics, correlation analysis, cluster analysis, and the
graphical method, applying the software package Statistica to achieve the goal.

Pearson correlation was used primarily for preliminary analysis, but also to graphically show the
relationship between the analysed indicators and to determine the distribution of the indicators in
space.

The Spearman and Kendall tau correlation coefficients were calculated for groups with a small
number of analysed variables. In this case, the calculation of two coefficients was used to compare
the results of the analysis.

Results

The article examines the features of the relationship between economic development and hu-
man capital across regions and the world as a whole. The Human Capital Index (HCI) is used to
display the level of human capital in the paper.

The HCI quantifies the contribution of health and education to the productivity of the next gen-
eration of employees. The HCI combines indicators for aspects of human capital such as health
and the quantity and quality of schooling. The HCI currently covers 98% of the world’s population.

GDP per capita and the Happiness Rating (HR) were used as indicators of economic well-
-being. The World Happiness Ranking is based on data from the Gallup World Life Assessment
Survey and has been published annually for the past 10 years in the World Happiness Report. The
Happiness Rating is based on three measures of well-being: the quality of life assessment, positive
emotions, and negative emotions.

The choice of these indicators is due to the fact that GDP per capita reflects the objective eco-
nomic aspect of society development, while the Happiness Ranking reflects the subjective satisfac-
tion of the country’s residents with their lives. For example, Lepeley (2017) also notes the limita-
tions of GDP as a universal measure of well-being, suggesting that it should be complemented by
Gross National Happiness.
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A feature of the approach implemented in the study is the use of such a subjective indicator of
well-being as a happiness rating. Most previous research was based on the use of economic de-
velopment indicators only.

However, the purely economic aspect of development, measured in per capita income indica-
tors, does not reflect the real well-being of a country’s citizens, as GDP can be allocated for differ-
ent purposes, including militarisation. In the case of a highly militarised economy (such as in Russia
at present), high GDP indicators do not guarantee an increase in the welfare of a country’s citizens
and cannot be an objective indicator of development.

The initial stage of the study is to analyse the dependence between variables by regions and the
world. For the distribution of countries by regions, we used the World Bank’s approach, according
to which all countries of the world form seven geographical regions. The panel sample includes
140 countries for which comparable data is available for 2020 (i.e. all three analysed indicators are
represented in the sample). Table 1 shows descriptive statistics by groups.

Table 1. Descriptive statistics

Variable | Mean Standard Deviation | Min Max

South Asia (6 cases)

Afghanistan, Bangladesh, India, Nepal, Pakistan, Sri Lanka

RH 4.27 1.08 2.40 5.38
HCI 0.48 0.07 0.40 0.60
GDP per capita (current US$) 1820.20 1103.67 516.75 3694.04

Europe & Central Asia (48 cases)

Albania, Armenia, Austria, Azerbaijan, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, the Czech
Republic, Denmark, Estonia, Finland, France, Georgia, Germany, Greece, Hungary, Iceland, Ireland, Italy, Kazakhstan,
Kosovo, Kyrgyz Republic, Latvia, Lithuania, Luxembourg, Moldova, Montenegro, the Netherlands, North Macedonia,
Norway, Poland, Portugal, Romania, the Russian Federation, Serbia, Slovakia, Slovenia, Spain, Sweden, Switzerland,
Tajikistan, Turkey, Ukraine, the United Kingdom, Uzbekistan

RH 6.30 0.79 4.74 7.80
HCI 0.69 0.08 0.50 0.80
GDP per capita (current US$) 26475.57 26064.19 852.83 116356.20

Middle East & North Africa (16 cases)

Algeria, Bahrain, Egypt, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Malta, Morocco, Palestinian Territories, Saudi Arabia,
Tunisia, the United Arab Emirates, Yemen

RH 5.27 1.21 2.96 7.36
HCI 0.56 0.10 0.37 0.73
GDP per capita (current US$) 12978.30 14070.33 631.68 44177.57

East Asia & Pacific (16 cases)

Australia, Cambodia, China, Hong Kong, Indonesia, Japan, South Korea, Lao PDR, Malaysia, Mongolia, Myanmar, New
Zealand, Philippines, Singapore, Thailand, Vietnam

RH 5.75 0.76 4.39 7.20
HCI 0.66 0.14 0.46 0.88
GDP per capita (current US$) 19998.05 21200.18 1450.66 60729.45

Sub-Saharan Africa (35 cases)

Benin, Botswana, Burkina Faso, Cameroon, Chad, Comoros, Congo, Cote d’lvoire, Eswatini, Ethiopia, Gabon, Gambia,
Ghana, Guinea, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius, Mozambique, Namibia, Niger,
Nigeria, Rwanda, Senegal, Sierra Leone, South Africa, Tanzania, Togo, Uganda, Zambia, Zimbabwe

RH 4.48 0.67 3.00 6.07
HCI 0.40 0.06 0.30 0.62
GDP per capita (current US$) 1948.48 2004.14 448.84 8632.75
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Table 1. — cont.

Variable Mean Standard Deviation Min Max

Latin America & Caribbean (17 cases)

Argentina, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Jamaica,
Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay

RH 6.03 0.32 5.53 6.58
HCI 0.56 0.06 0.46 0.65
GDP per capita (current US$) 7285.24 3940.83 1900.04 15418.82
North America (2 cases)

Canada, United States

RH 7.00 0.03 6.98 7.03
HCI 0.75 0.07 0.70 0.80
GDP per capita (current US$) 53142.97 13979.09 43258.26 63027.68

Sample (140 cases)

RH 5.55 111 2.40 7.80
HCI 0.58 0.14 0.30 0.90
GDP per capita (current US$) 15055.02 20765.64 448.84 116356.20

Source: Own elaboration.

An analysis of the data in the table shows that the GDP indicator in the Europe & Central Asia
group has the greatest variation, which is due to the large size of this group of countries, as well
as the significant uneven economic development of the countries in this group. At the same time,
the gap between the other indicators is insignificant. The GDP gap is the smallest in Sub-Saharan
Africa, but this group also has the lowest values for this indicator.

The HCI discrepancies are smallest in Sub-Saharan Africa and Latin America & Caribbean, but
HCI values are also the lowest in these groups. At the same time, HCI discrepancies are the great-
est in East Asia & Pacific, suggesting that human resource development in this geographic region
of the world is uneven.

The Happiness Rating also varies by regions. The gap in the HR is the largest in Middle East &
North Africa, which can be explained by significant differences in living standards and self-deter-
mination in this region. The gap in the HR is the smallest in North America, but this region is repre-
sented by only two countries that are close, both economically and socioculturally.

The next stage of the study focuses on a more detailed analysis of the relationships between the
indicators by groups. Table 2 presents the results of the correlation analysis.

Table 2. The results of correlation analysis by the countries groups

HCI
Variable . Spearman Rank Order Kendall Tau
Pearson Correlations . .
Correlations Correlations
South Asia (6 cases)
RH -* 0.37 0.33
GDP per capita (current US$) -* 0.60 0.47
Europe & Central Asia (48 cases)
RH 0.73 0.73 0.54
GDP per capita (current US$) 0.65 0.85 0.65
Middle East & North Africa (16 cases)
RH -* 0.69 0.53
GDP per capita (current US$) -* 0.62 0.47
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Table 2. — cont.
HCI
Variable . Spearman Rank Order Kendall Tau
Pearson Correlations Correlations Correlations
East Asia & Pacific (16 cases)
RH -* 0.66 0.45
GDP per capita (current US$) -* 0.89 0.73
Sub-Saharan Africa (35 cases)
RH 0.20 0.07 0.04
GDP per capita (current US$) 0.61 0.54 0.38
Latin America & Caribbean (17 cases)
RH -* 0.04 0.03
GDP per capita (current US$) -* 0.55 0.24
North America (2 cases)
RH ek ek ok
GDP per capita (current US$) -x* -rx -rE
Sample (140 cases)
RH 0.78 0.80 0.59
GDP per capita(current US$) 0.72 0.89 0.71
Note: Significant correlations are highlighted in red. Marked correlations are significant at p < 0.05 (Casewise deletion of missing

data

* —)this type of correlation is not used when the sample size is N<30
** — insufficient sample size for analysis

Source: Own elaboration.

Table 2 shows that the relationship between the indicators is clear across the sample as a whole,
but the link weakens across country groups. Based on this, it can be concluded that there are inter-
regional differences in the analysed indicators. It should also be noted that there is no relationship
between the level of human capital and happiness in South Asia, Sub-Saharan Africa, and Latin
America & Caribbean (i.e. in regions represented by countries with a low level of all analysed indi-
cators). This gives reason to conclude that people in countries, and therefore regions, with low level

of economic development do not feel happy even when their level of knowledge and health status
is improving. At the same time, in all regions, the relationship between the GDP and human capital
development is stronger than the relationship between human capital development and happiness.

Figure 1 displays a visual representation of the distribution of the analysed indicators worldwide

and by regions.
South Asia (6 cases)
Scatterplot: GDP vs. HCI
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Sub-Saharan Africa (35 cases)

Scatterplot: RH vs. HCI Scatterplot: GDP vs. HCI
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Figure 1. Spatial distribution diagrams of indicators by regions and the world as a whole

Note: GDP on the pics means GDP per capita (current US$)
Source: Own elaboration.

The visualisation of the relationship makes it possible to draw conclusions. A direct relationship
between the HCI and the RH and an even distribution of these indicators in space is observed in
the sample as a whole. Based on this fact, it can be concluded that investments in human capital,
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which contribute to an increase in its level, ultimately lead to higher levels of happiness among
a country’s citizens. The graphs also point to uneven levels of human capital development and
happiness across regions of the world.

The analysis of the distribution of GDP per capita and human capital development levels around
the world as a whole shows that the level of the HCI, with almost the same level of GDP, is very
different in many countries. That is, countries at the same income level invest differently in human
resources. This gap is significant across countries and regions.

The next stage of the study consists of a more detailed analysis of the countries in the group
with the highest values of the analysed indicators, in particular the countries of the European Union.
The issue that needs to be addressed is whether the relationship between indicators is homoge-
neous or whether countries form separate groups. Cluster analysis was used to find a solution. The
indicators had been standardised before the cluster analysis procedure.

Ward’s method was used as a distribution method for the indicators, and Euclidean distance as
a proximity measure. Figure 2 presents the results of the cluster analysis.
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Figure 2. The distribution of countries by groups (standardised values)

Source: Own elaboration.

Figure 2 demonstrates that countries form three natural clusters. Table 3 displays descriptive
statistics by clusters.

Table 3. Descriptive statistics

Variable Mean Standard Deviation Min Max

Cluster 1 (8 cases)

Cyprus, the Czech Republic, Estonia, Italy, Poland, Portugal, Slovenia, Spain

RH 6.40 0.29 6.02 6.92
HCI 0.75 0.02 0.73 0.78
GDP per capita (current US$) 24498.42 4750.82 15742.45 31834.97
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Table 3. — cont.

Variable Mean Standard Deviation Min Max
Cluster 2 (8 cases)

Bulgaria, Croatia, Greece, Hungary, Latvia, Lithuania, Romania, Slovakia
RH 6.13 0.36 5.37 6.48
HCI 0.67 0.05 0.58 0.71
GDP per capita (current US$) 16011.78 3422.82 10079.20 20232.30
Cluster 3 (10 cases)
Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Luxembourg, the Netherlands, Sweden
RH 7.24 0.36 6.69 7.80
HCI 0.76 0.03 0.69 0.80
GDP per capita (current US$) 59576.70 23650.85 39037.12 116356.20
Sample (26 cases)
RH 6.64 0.59 5.37 7.80
HCI 0.73 0.05 0.58 0.80
GDP per capita (current US$) 35378.79 24557.98 10079.20 116356.20

Source: Own elaboration.

The information in Table 3 shows that the countries with the lowest values for all indicators form
the second cluster, while the third cluster includes the countries with the highest indicators. At the
same time, there is a relationship between the analysed indicators for the whole group, but there
is no significant correlation in each cluster separately (Table 4). The lack of correlation between
the indicators in each group can be explained by the small number of variables in each cluster.
Therefore, several methods of calculating correlation coefficients (Spearman and Kendall), which
are usually used for small sample sizes, were applied to verify the calculation results.

Table 4. Correlations between the HCI and RH and GDP per capita

Variable Hel
Spearman Rank Order Correlations Kendall Tau Correlations

Cluster 1 (8 cases)

RH -0.26 -0.14

GDP per capita (current US$) -0.36 -0.29
Cluster 2 (8 cases)

RH -0.07 -0.07

GDP per capita (current US$) 0.43 0.29
Cluster 3 (10 cases)

RH 0.21 0.11

GDP per capita (current US$) -0.03 -0.11
Sample (26 cases)

RH 0.48 0.35

GDP per capita (current US$) 0.60 0.43

Note: Significant correlations are highlighted in red. Marked correlations are significant at p < 0.05 (Casewise deletion of missing

data)
Source: Own elaboration.

Figure 3 presents a graphical interpretation of the relationship between the analysed indicators.
The graphs in Figure 3 illustrate a large spread of values in space, indicating an uneven level of
indicators across the European Union. However, it should be noted that with increasing GDP per
capita, the level of human capital development grows only up to a certain point. The relationship
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between GDP and human capital is negative in groups of countries with very high GDP per capita.
Thus, GDP growth stimulates the development of human capital up to a certain level, while further

growth in GDP is not accompanied by increase in human capital.
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Figure 3. Spatial distribution diagrams of indicators for the European Union as a whole and the obtained clusters

Note: GDP on the pics means GDP per capita (current US$)
Source: Own elaboration.

Conclusions

Sustainable economic growth enables the country to invest in all areas. However, the directions
of investment depend on government economic policy priorities. The volume and direction of such
expenditures vary from country to country and from region to region. The analysis carried out in
this paper showed that with the same level of income, the level of human capital development is
different across countries and regions. Merto and Bogdariski (2018) reached similar conclusions in
their study. They found out that there are significant disparities in the spatial distribution of human
capital in the regions of the European Union. Laskowska and Danska-Borsiak (2016) determined
that the amount of human capital has a positive impact on GDP per capita in the region. Moreover,
this influence extends to neighbouring regions.

The results of our research also show that the level of human capital development is not always
higher in countries with a higher level of GDP per capita. This means that investments in the hu-
man factor are determined not so much by income in the country as by the priorities of government
economic policy. Consequently, a high level of human capital is achieved primarily by following
a socially-oriented development vector. These findings are somewhat consistent with the conclu-
sions of Diebolt and Hippe (2019), who accumulated that human capital is a factor explaining
regional differences in economic development. Their research highlights the importance of human
capital for economic development over the long term. A study in the historical context has shown
that those regions that were better endowed with human capital in the past now have a higher level
of GDP per capita. Positive externalities of human capital persist for a long time. Weckroth and
Kemppainen (2016) also emphasise that value-based human capital has a positive and significant
relationship with GDP in the region. Furthermore, social trust and subjective human capital posi-
tively and significantly correlate with regional GDP (Weckroth et al., 2015).

At the same time, the relationship between the HR and the HCI is directly positive, and this
relationship is more even across regions. This suggests that a high level of human capital — repre-
sented by better education, health, and, correspondingly, higher standards of living — makes people
happier.

The novelty of the study lies in the fact that it explores, by groups of countries in a geographical
context, the relationship between the level of human capital development and the objective and
subjective aspects of development, manifested respectively in GDP per capita and the happiness
ranking.

Prospects for further research are to determine the direction of the causal relationship between
human capital and GDP, which will enable the development of a theoretical basis for public eco-
nomic policymaking. An important issue is to define which factors determine the spatial allocation
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of human capital. It is also advisable to find out the prerequisites to the movement of skilled labour
between countries and regions.
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Abstract

The garment production in Ukraine is an export-oriented industry. European countries, with the share of 90%, are
the major partners in readymade clothes export. Ukrainian regions with the highest export capacity are determined
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using the methods of cognitive analysis. The expert survey of the garment enterprises revealed opportunities to
expand their share within and beyond domestic market as well as prospects for increasing added value in the total
export volume.

Keywords
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Introduction

The COVID-19 pandemic has caused a record economic decline in most countries in the world
and affected to a certain extent all types of economic activity. According to the Macroeconomic and
Monetary Review of the National Bank of Ukraine (2020), the decline in Ukrainian manufacturing
in October 2020 was 5.0% compared to October 2019, at the background of weak investment de-
mand and falling external demand for engineering and chemical products. The textile and garment
industry was among those having demonstrated the biggest decline: in the first quarter, 6.6% of
employed were on the unpaid leave (in manufacturing — 2.5%) and 3.6% had shorter workdays.
Already in April 2020, the decline in the industry’s production was almost 40%. The UKRLEGPROM
(Ukrainian Association of enterprises of textile & leather industry) reported that in 2020, about
20,000 people lost their jobs. The pandemic has become a serious challenge for the further de-
velopment of the textile and garment industry in Ukraine along with a range of equally impactful
restricting factors of the domestic environment, such as prevailing share of imported goods, coun-
terfeit and smuggled goods, second-hand goods, and low share of goods produced by Ukrainian
companies, accounting for only 15-20%. In recent years, Ukraine has been in top-5 countries in the
world by the volumes of imported second-hand goods.
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The textile and garment industry is one of the important sectors of national economy, which in
the pre-pandemic period provided about 5% of budget revenues and 2.6% of Ukrainian commodity
exports. Therefore, it has significant potential for further development. The production of textile and
garment industry accounted near 1.6% in the total processing output of Ukraine. The share of gar-
ment production in the total textile and garment industry output of Ukraine amounts to about 50%.
Across regions, it varies within 37.8-63.1%.

Garment production is among the most export-oriented industries in Ukraine. The transforma-
tion of global value chains creates new challenges and opportunities for the development of the
garment industry in Ukraine. Nowadays, the current trends, which are impacting the development
of global value chains. include: the regionalisation of value chains; reducing the complex global
value chains (the reduction of the dependence on goods made in China); increasing the number of
production stage within one country (widespread the division of labour at the national level); digiti-
sation; strengthening protectionist tendencies (reshoring); import substitution policy; and, recently,
the Russian-Ukrainian war. The level of industry development determines the type of its participa-
tion in global value chains.

This paper aims to investigate the export capacity of the garment industry in Ukrainian regions
and determine the factors affecting the Ukrainian industry development and growing integration
into the global value chains on the stages of creating the higher value.

Literature review

There are different types of international economic networks: producer-driven and buyer-driven
global commodity chains. Large sellers, marketers, and producers of brands play a crucial role in
buyer-driven commodity chains and influence the setting up production cycles in a variety of coun-
tries, mostly in less developed ones. The buyer-driven commodity chains have become common
in labour-intensive, consumer goods industries such as garments, footwear, toys, housewares,
consumer electronics, etc. (Gereffi, 2001).

The international production networks make up chains with a number of steps. Each one cre-
ates a different value, requires different quantity and quality of labour and technologies, and can
diverse geographically.

Global value chains literature emphasises (Moskowitz & Gebeke, 2007, Gereffi & Frederick,
2010, Frederick and Daly, 2019) several stages in garment and textile industries:

1) “Cut and Make” or “Cut and Manufacture” (CM) is the stage with the lowest value. The customer
provides design specifications, supplies toll row materials, gives guidelines to pursue the stan-
dard, and distributes the finished goods to the final consumer.

2) “Cut, Make and Trim” (CMT) includes all activities from previous stage plus some responsibility
in the purchase of material (zippers, buttons, etc). At this stage, a contracted company cuts the
fabric, sews it together, and adds final trim.

3) “Full Price, Full Package” (FOB). The firm performs services from previous stages and also pro-
vides sourcing, logistics, and other services. This stage also can be called Original Equipment
Manufacturers (OEMS), as the producer is responsible for all production activities.

4) “Original Design Manufacturers” (ODMSs) or “Private Label’. A producer designs collections for
the customer. However, the producer is still subcontracted company that highly depends on the
customer’s decision and products are labelled under the customer’s brand.

5) “Original Brand Manufacturers” (OBMs) or “Own Label” is the highest stage in value chain. The
company produces products under own label, controls marketing, and sales activities.
Generally, there are four basic types for upward growth in global value chains: process up-

grading is achieving more efficient production system or introducing superior technology; product

upgrading, or moving into more sophisticated product lines; functional upgrading creates new func-
tionality to increase the overall skill content of the activities; chain or inter-sectoral upgrading is

when a company moves into new productive activities (Humphrey & Schmitz, 2002).

In garment value chains, product upgrading refers to the production of more complex prod-
ucts, such as higher value-added fashion goods. Process upgrading improves productivity through
capital investments in machinery, reducing costs and increasing flexibility. Functional upgrading
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is moving upwards to OBM stage, including sourcing, supply chain management, design, product
development, marketing, and branding. Inter-sectoral upgrading means moving into another value
chain. There are also such types as supply chain upgrading (increasing forward and backward in-
tegration in production stages) and end market upgrading (diversifying or expanding sales to a new
geographic locations or buyers) (Frederick & Daly, 2019).

The “product upgrading” or “functional upgrading” reflects a country’s progress in economic
upgrading. Economic upgrading occurs when the following two necessary conditions are fulfilled:
1) an increase (or at least no decrease) in the world export market share; 2) an increase in the
export unit value, implying the production of higher-value products. Meanwhile, social upgrading
is 1) an increase (or at least no decrease) in employment and 2) an increase in real wages (and/or
an improvement of labour standards) (Bernhardt & Milberg, 2011).

According to Pickles’s research (2013), economic upgrading can but does not automatically
lead to social upgrading, and economic upgrading can lead to social downgrading, and vice versa.
Generally, countries have benefited the most in terms of social or economic upgrading in the ap-
parel industry when they have enacted proactive governance and regulation policies.

Nordas (2004) emphasises that the textile and clothing industry has high-value added seg-
ments where design, research, and development (R&D) are important competitive factors. They
are labour-intensive and react quickly to trade liberalisation in searching low-cost labour, cheap
materials, less time to production, and flexible suppliers.

At the beginning of the 1990s, countries in the Baltic region, as well as East European countries,
had some comparative advantages for internationalising westward textile and clothing industry:
proximity to the Europe, cheap and educated labour; strong historical tradition; and industry devel-
opment. Nowadays, such advantages still exist in Ukraine’s garment industry.

A large number of Lithuanian companies worked on a CM and CMT basis in the mid-1990s.
For Lithuanian textile and apparel companies, the EU integration was crucial in moving up along
the value chains. For instance, by 1998, before Lithuania becoming fully-fledged member in 2004,
the EU liberalised its trade with this country, providing it with free access to the EU’s preference
system. Moreover, with the liberalisation of free trade came increased volumes of FDI from EU
countries. As a result, the investments and subsidies helped modernise textile and apparel plants.
Furthermore, knowledge has been transferred as a result of close collaboration with EU compa-
nies and organisations, thus allowing Lithuanian firms to expand their capabilities in production,
marketing, and distribution. Consequently, Lithuanian companies in the textile and clothing industry
achieved an equal (or close to equal) status with their EU partners and evolved along the indus-
try’s value chain (Moskowitz, 2006).

At the same time, any Free Trade Agreement does not always result in upgrading the garment
value chains. One of such examples is Mexican model. The trade restriction began to remove with
the passage of NAFTA in 1994; low labour cost made Mexico attractive to the United States’ ap-
parel manufacturers with subcontracting operations. However, Mexico has traditionally lacked the
necessary infrastructure for a full-package production of garments (Gereffi & Memedovic, 2003).

Recent research has emphasised that Mexico is still characterised with higher backward par-
ticipation in the textile and apparel GVC. However, China’s textile and apparel industry introduces
the full package strategy and attracts foreign investment in order to increase its value added. As
a result, the share of China’s trade in apparel and textile is growing and approaching 40% of global
demand (Rodil-Marzabal et al., 2002).

Zhang et al. (2016) point out that rising wages in China have driven clothing companies to relo-
cate their production line to the countries with cheap land and labour such as Vietnam, Indonesia,
Bangladesh, Myanmatr, etc.

The publication of the ASEAN-Japan Centre (2020) mentions that the lower-income countries of
the Association of Southeast Asian Nations (ASEAN) tend to specialise in labour-intensive activi-
ties such as CMT. On the other hand, processes such as design and marketing are distributed in
more advanced economies of the region.

Apparel manufacturing requires strong institutional support in order to develop in production
cycle and achieve more value-added activities. Thus, the authors identify several forms of institu-
tional support in China. The first one includes favourable tax reduction, export subsidy, and internal



34 Khrystyna Prytula, Anna Maksymenko, Nataliia Popovych, Halyna Ivasyk

property rights policies, which has been launched to develop the private sector. The second one is
regulation of industrial upgrading standards and providing companies with a guideline to upgrade.
The third form of institutional support referred to promotion cluster-based industrial policy (Zhang
et al., 2016).

Moldavian textile and apparel industries also were not so successful as Lithuanian ones in mov-
ing up the value chains. There are some reasons for this. After 1989, Moldavian industries attempt-
ed to turn westward and European clothing firms turned to Moldova as a subcontractor. However,
Moldova was a non-EU member and was not attractive western FDI. Secondly, it was difficult to
attempt proper quality in accordance with EU standards. Thirdly, it was difficult for small enterprises
to involve in global value chains. The last but not least, there were lots of internal obstacles, includ-
ing weaknesses in transportation and logistics networks, customs and bureaucratic inefficiencies
and costs, underdeveloped financial institutions, and destructive taxation policies. Moreover, equip-
ment and machinery were old and in poor condition. Nonetheless, Sanford L. Moskowitz notes
that “it is not clear that internal conditions are fundamental to the evolution of Lithuania’s textile
and apparel firms, so the assumption that Moldova’s internal problems is the decisive factor in the
observed stagnation of that country’s clothing sector remains problematical” (Moskowitz, 2006).

Evgeniev and Gereffi (2008) found out that Turkey managed to move up from the primary com-
modities export role to the original equipment manufacturing role, while Bulgaria remained in an
assembly export role (between 1991 and 2005). Firstly, an analysis revealed that Bulgarian com-
panies indicated high dependency on the several most important buyers in contrast to Turkish
companies diversifying their clients. Also, Bulgarian companies had comparatively higher depen-
dency on supplies from abroad compared to Turkish ones. Moreover, a large percentage (66%)
of the Bulgarian companies used agents to contact them with foreign buyers, while the same was
true only for 30% of Turkish companies. In addition, Turkey developed as a full-package supplier
and successful exporter due to the cooperation between state and business actors (e.g. the pro-
gramme called “Turquality”, initiatives that aimed at introducing additional non-tariff barriers, etc).
Meanwhile, Bulgaria’'s state came too late in supporting the local textile and apparel industry by
developing national strategies. Textile and apparel manufacturers were already facing more diffi-
culties in coping with the international competitors as a consequence of the liberalisation of trade,
especially after the membership of the country in the EU since 2007 that introduced intensified
competition and application of EU regulations and standards that were difficult to meet.

Methodology

Data collection

Quantitative and qualitative data was used. This includes the statistics provided by the State
Statistical Service of Ukraine in general and across its regions (about 25 indicators). In addition, an
expert survey of garment enterprises in Ukraine was conducted.

The location quotient (LQ) and export orientation level of Ukrainian regions

The location quotient (LQ) is used to determine the concentration level of the garment industry
within the regions compared to the country as a whole. LQ is defined as the ratio between the pro-
portions of regional and national employment in the garment industry attributable to an industrial
sector generally:

where e, — the number of employees in the garment industry in the region, e, — the total number
of employees in all industries of the region; E, — the number of employees in the garment industry
nationally, and E; — the total number of employees in all industries nationally.

The export orientation level is calculated as a ratio of the export of products to their output.

Based on the calculation of location quotient and the level of export orientation, Ukrainian re-
gions with the highest export capacity of the garment industry have been identified.
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A cognitive analysis

The cognitive analysis methods are used while researching the functioning features of the gar-
ment industry as a weakly structured system?. The analysis of the problem of increasing the read-
ymade garment output and expanding the capacity of the domestic market are reduced to the
research of a complex system consisting of many interrelated variables. The mathematical simula-
tion requires the balance between the accuracy of the results and an opportunity to get detailed
information necessary to develop the model (Roberts, 1976).

The use of the cognitive approach has contributed to representing in an explicit manner the mul-
tiple factors impacting the process of the readymade garment production in Ukraine. It is preceded
by structuring the information in the following order:

1) researching an object and forming the base of factors impacting the development of the ready-
made garment industry in Ukraine;

2) constructing a cognitive map of the factors’ impact in the form of oriented signed and weighted
graphs;

3) researching the factors’ impact on the process of readymade garment production;

4) analysing positive and negative feedback loops strengthening or countering the deviations;

5) determining the weight of factors’ impact on the intensification of the readymade garment indus-
try development;

6) determining the relationships and factors that hamper the development of the readymade gar-
ment industry.

An expert survey of Ukrainian garment enterprises

An expert survey of garment enterprises in Ukraine was conducted. 40 managers of garment
companies from different regions of Ukraine were interviewed. The vast majority of the companies
are small and medium enterprises (SMEs). Manufacturers’ contacts were obtained through the
UKRLEGPROM, the Western Ukrainian Fashion Industry Cluster, and at the exhibition Galychyna
Fashion Expo (Lviv). The time frame of the survey was August to October 2020. The survey results
have contributed to determining the main problems, revealing the opportunities of expanding the
presence of domestic garment producers on the internal market, examining the economic expec-
tations of the companies in the garment industry in conditions of COVID-19, and evaluating their
perspectives to enter external markets.

A SWOT analysis of the garment industry in Ukraine

The analysis contributed to defining: the strengths of the garment industry in Ukraine, which
currently determine the competitive advantages of the industry and should be efficiently used and
developed; weaknesses, which should be addressed in making the strategic decisions; opportu-
nities and threats, which have emerged in conditions of contemporary external challenges to the
development and transformation of global value chains as well as the appearance of new global
development concepts.

Results and discussion

In the pre-pandemic period, the garment industry in Ukraine was dynamically developing. It is
highly export-oriented and, therefore, it is dependent on changes in world markets for goods and
services. The industry growth largely depends on the number of employees and their qualification
level. The location quotient revealed the regions with a high concentration of the garment industry.

1 In the theory of complex systems, such terms as “semi structured”, “weakly structured”, and “ill-structured”,
which are close in meaning, are used in parallel. Socioeconomic systems by their nature (essence) are dynamic
and weakly structured, as they function in conditions of uncertainty and their development is associated with con-
stant adaptation to changing conditions, which may be accompanied by a change in the structure of the system
and relationships between component systems. In addition, separate relationships between the components of
the system cannot be formalised.
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12 out of 25 regions of Ukraine had LQ greater than 1 in 2018. The LQ greater than 2 was esti-
mated for four regions — Zakarpatska (3.332), Khmelnytska (3.551), Chernivetska (2.818), and
Lvivska (2.117) (see Figure 1).
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Figure 1. Location quotient, the share of exported goods in the total volume of goods produced in the garment
industry of Ukraine’s regions, and the share of the regions in the total export volume of readymade garments
(bubble size), 2018

Source: Authors’ elaboration based on data of the State Statistics Service of Ukraine.

Figure 1 shows that nine Ukrainian regions had the share of exported goods more than 50% in
2018. Regions in which location quotient values were more than 1 and the export orientation level
more than 50% could be characterised with the greater export potential of the clothing industry.

6 out of 25 regions (the Lvivska, Zakarpatska, Vinnytska, Zhytomyrska, Chernivetska, and
Rivnenska oblasts) have immense capacity for the export of clothing. These regions’ exports ac-
counted for 62% of the value of the total country’s exports of clothing in 2018. Enterprises in bor-
der regions (the Lvivska, Zakarpatska, Volynska, and Chernivetska oblasts) accounted for almost
half of the value of the total garment exports. It worth noting that the number of employees in the
garment industry in the Volynska oblast has dramatically increased during 2016—-2018, as well as
its garment exports volume. However, the share of the export orientation of the Volynska oblast
was 48% in 2018. Accordingly, the regions of Ukraine bordering Poland, Slovakia, Hungary, and
Romania stand out among the other regions by volumes of garment production as well as the num-
ber of employees.

However, border regions of Ukraine have shown a decline in the share of garment exports of
61-62 product groups? in the total volume of region export during 2015-2019, with the exception

2 According to the Ukrainian Classification of Goods for Foreign Economic Activity (UCGFEA), which is used
by the customs authorities of Ukraine for the classification (coding) of goods in customs clearance. Product
group 61 — Articles of apparel and clothing accessories, knitted or crocheted; product group 62 — Articles of ap-
parel and clothing accessories, not knitted or crocheted.
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of the Volynska oblast. At the same time, the absolute value (in thousand USD) of the garment
export has increased. In particular, exported apparel of the Volynska oblast increased by 2.2 times,
the Lvivska oblast — 1.3 times, the Ivano-Frankivska oblast — 1.2 times, the Chernivetska oblast —
1.1 times, while the Zakarpatska oblast remained unchanged. Moreover, readymade garments are
in the top three of commodity exports of the Chernivetska, Zakarpatska, and Lvivska oblasts.

European countries are the main trade partners of Ukraine’s exports of readymade clothing.
In 2021, the top countries for export of clothing were Germany, Poland, Denmark, Romania, and
France. Furthermore, Germany accounts for 30% of exports in the group 61 (articles of apparel
and clothing accessories, knitted or crocheted) and the group 62 (articles of apparel and clothing
accessories, not knitted or crocheted).

The geographical structure of import is more diverse, including EU Member States, Asian coun-
tries, and African countries. China as well as Turkey are the largest importers of product groups
61-62 to Ukraine. The share of imported readymade clothing was 49% for both of these countries
in 2021. Besides, the share of Turkey in the import of readymade clothing and footwear had tripled
in 2019 compared to 2016. Also, in 2021, the share of readymade clothing imports from Bangladesh
totalled 9%, and Poland was the fourth (3% in total import of clothes to Ukraine).

One of the peculiarities of the development of manufacturing in the border regions of Ukraine
is processing toll raw materials and subsequent export of finished products. In general, within the
border regions of Ukraine, the exports of goods by the product groups — Xl. Textile materials and
products — XllI. Footwear, headwear, and umbrellas — XVI. Machinery and mechanical appliances;
electrical equipment; parts thereof; sound recorders and reproducers, television image and sound
recorders and reproducers, and parts and accessories of such articles are all characterised by the
highest shares in exports of finished goods made from tolling raw materials. The share of such
goods in the total exports can be up to 95-99%.

Generally, integration into value chain, particularly at some of its links, is a peculiar feature of
garment industry development in Ukraine (see Figure 2).
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Figure 2. The participation of Ukrainian garment enterprises in global value chains, by stages

Source: Authors’ elaboration based on data of the State Statistics Service of Ukraine and expert survey.

The “Smiling curve” has been used to analyse the participation of Ukrainian garment enterprises
in global value chains (Shih, 1996). The vast majority of enterprises are integrated into value chains
at the production stage. The share of enterprises that implement innovations is about 1-1,5%. Less
than 10% of enterprises are integrated into value chains at the stages of the development of new
technologies for production, fabrics, recycling, original brand creating, which are well-known at the
national and world levels. Therefore, the share of value added created by Ukrainian companies in
the global value chains is insignificant.
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In 2020, the share of the imported garment accounted for two-thirds of the Ukrainian market.
Garment exports (in relation to the domestic market capacity) slightly reduced during 2016-2020
(from 49.91% in 2016 to 32.64% in 2020). Meanwhile, during the pandemic, the ready-made cloth-
ing segment still dependent on import, in particular raw material, and the condition of the European
garment market (see Figures 3-4).
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Figure 3. The structure of the readymade garment supply on the domestic market of Ukraine in 2020
Source: Authors’ elaboration based on data of the State Statistics Service of Ukraine.
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Figure 4. The structure of demand for the Ukrainian readymade garment in 2020
Source: Authors’ elaboration based on data of the State Statistics Service of Ukraine.

An analysis of the change in main parameters of the readymade garment industry development
in 2010-2019 (in the pre-pandemic period) in Ukraine and across regions has contributed to defin-
ing the main 16 factors impacting the readymade garment production development in Ukraine (Pr).
They include the retail trade in the garment (Rt), the export of readymade garment (Ex), the import
of readymade garment (Im), the import of used garment (second-hand) (ImSH), the import of raw
materials for the readymade garment production (ImMRM), the number of employees in the industry
(Empl), the cost of fixed assets (FA), capital-labour ratio (CA), capital investment (Calnv), fixed as-
sets depreciation (DepFA), labour productivity (LProd), households’ expenditures on the garment
(HExp), the income of the population (Inc), average salaries in the industry (AvS), the number
of students by specialties “garment manufacture”, “light industry technologies”, “fashion design”
(Stud), and distance to the state border (Br)®.

The cognitive map of the functioning of the readymade garment industry is developed in the
form of the oriented weighted graph , with the nodes representing the factors and arcs showing
the casual relationships that demonstrate the impact of one conceptual variable on the other.

Figure 5 shows the cognitive map of the functioning of the readymade garment industry. The
weights on the arcs are the coefficients of pair correlation between the parameters of respective
nodes of the arc. The time lag was considered in the process of estimating the coefficients of cor-
relation.

3 Starting since 2015, the prevailing share of export has been oriented on the European market; therefore, the
distance between the region and the closest checkpoint on the state border with EU Member States was taken
into account.



Studia Regionalne i Lokalne 2024 « Special Issue 39

Figure 5. The cognitive map of functioning of the readymade garment industry in Ukraine

Source: Authors’ elaboration.

The analysis of the cognitive map has contributed to revealing the incentives and disincentives
for the readymade garment production and examining the resilience of some arcs in the graph. The
results of the conducted research will be outlined below. The demand and supply factors impact the
output in the first place is as follows:

. {Demand _Factors _(Rt,Ex)

=
Supply Factors (FA,Empl,ImRM)

The analysis of the cognitive map has contributed to revealing the positive and negative feed-
back loops as well as the level of certain factors’ impact. Nowadays, less than half of output is sold
on the domestic market. Meanwhile, the imported goods are more sensitive to the expansion of the

domestic market capacity: 1 Rt TP
+0.84 4

The expansion of the domestic market capacity = { 1 Rt w99 1 ImG
1 Rt w96 1 ImSH

The income of the population is the major factor impacting the volumes of retail turnover: 1 Inc
= 1 Hexp = t Rt. Meanwhile, growing income is the key task and result of the efficiency of eco-
nomic policy in the country, strengthened by the time factor of the implementation of necessary
policy measures. Moreover, the garment represents the goods with low elasticity, which is con-
firmed by the correlation coefficient — k(Inc, HExp) = 0.66°. Therefore, the use of marketing instru-
ments of impact on the domestic consumer behaviour that would help partially reorient the con-
sumption from imported goods on the same goods by quality and price produced domestically is
among the ways to develop domestic production. The growth in the income of the population will, in
the first place, impact the reduction of the share of second-hand goods on the market of the country.

The garment industry — especially in regions bordering Poland, Slovakia, Hungary, and
Romania — is strongly export-oriented. Therefore, its development is particularly sensitive to the
condition of the external markets of the textile and garment goods. Export deliveries since the start
of the COVID-19 pandemic have helped to soften the consequences of falling sales volumes on the
domestic market. Meanwhile, the export of products is currently determined, in the first place, by
the volume of demand for goods manufactured on toll and the distance to European markets, while
to a lesser extent — by the level of technological and economic efficiency in the industry:

4 k(v;, v;) — arc weight k(Inc,HExp) = 0.66 — coefficient of pair correlation between the factors.
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Domestically-produced goods are not competitive on the domestic market, in the first place due
to high production cost determined by low efficiency. The efficiency level, in its turn, is determined
by the capital-labour ratio. It is quite a challenge to increase capital investment in manufacturing in
the nearest future due to prevailing micro and small companies in readymade garment production,
low production efficiency, and high investment resources cost. Therefore, primary efforts should be
directed at increasing the share of domestic producers on the Ukrainian market.

The industry’s development is impossible without the available qualified staff on the labour mar-
ket. Yet, the analysis of the cognitive map shows that nowadays the growing demand for the staff
of respective qualification cannot be met to the fullest extent:

B 015 T Empl
»
f +03 T Stud vos Empl

The existing system of staff preparation does not correspond to the market requirements and
is late to react to the growing demand, in the first place for product engineers, technologists, and
designers. The problem can be solved by increasing the public procurement of the staff training by
respective qualifications. Ukrainian garment enterprises will not be able to increase their share in
global value chains at stages with higher added value without attracting more qualified and edu-
cated personnel.

The mentioned problems of the readymade garment industry development are essential ob-
stacles to increasing the output of competitive products both on domestic and external markets. It
is important to take into account the current economic expectations of the representatives of the
entrepreneurship environment when developing the system of primary measures to stimulate the
industry development.

According to the respondents, strong dependence on imported raw materials is an essential fac-
tor that restricts industry development. Yet, 51% of companies use mostly imported raw materials
in their activity, and 21% base their production solely on the imported raw materials. Nowadays,
Ukraine does not have its developed raw material base: cotton and synthetic fibre production as
main components in fabrics manufacturing.

Most of the surveyed producers are actively trying to diversify their activities and sell their prod-
ucts both on domestic and external markets. Meanwhile, the share of goods sold on the domestic
market prevails. The companies oriented solely on the external market were much stronger af-
fected by the crisis related to COVID-19, while some have ceased to operate (see Figure 6).
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Figure 6. The distribution of answers to the question: “Please specify where your company sells produced
products (export to other countries or sell on the domestic market)?”

Source: Based on the expert survey.
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The survey contributed to evaluating the perspectives of entrepreneurship development in read-
ymade garment domains. Answering the question “Are you planning to expand the activity in the
nearest two-three years?”, one-third of the respondents mentioned that they had planned to ex-
pand their activity before the quarantine caused by COVID-19 threatened their plans (36%), while
10% did not plan to expand. It is worth emphasising that despite the instability and unpredictability
of market development, 54% of the surveyed companies still tend to expand their activity in the
nearest two-three years.

Companies that want to grow will do it by expanding the sales chains on the Ukrainian market
(47%), increasing the output (34%) and diversifying the range of products (31%). Another one-third
indicates the intention to start an export of their products (34%), and the quarter — to expand the
geography of export countries (28%) (see Figure 7).

| |
to expand the sales network in the Ukraine market 47% |

to start an export 34% |

to increase production volume 34% |

to expand a product line 31% |

to expand the geography of exports 28% |

to create and promote your own brand 13%
to design products 13%
to carry out full-cycle production
(from pattern to readymade clothing) jl
to offer a unique product (micro-niche) 6%

0% 20% 40% 60%

Figure 7. The distribution of answers to the question: “If you are planning to grow, please specify in which way?”

Note: The respondents were allowed to select more than one answer
Source: Based on the expert survey.

During quarantine, some producers have intensified the use of online channels for product
sales. The survey shows that most of the respondents have actively used online tools and SMM
marketing for a long time. Every fifth producer has launched either its website or page on Facebook

or Instagram (see Figure 8). Ves. we have created own
website (or website under
development)

13%

No, we do not sell
products online
22% D’

Yes, have created
____apage on Facebook,

Instagram
7%
Not affect at all, we Yes, have engaged in
have previously the promotion of existing
actively used online \ ~—__ websites and social
tools, SMM marketing media (Facebook,
33% Instagram etc)

25%
Figure 8. The distribution of answers to the question: “Did the quarantine due to COVID-19 encourage the use of

online tools for selling products?”

Source: Based on expert survey.

The respondents’ view on the tools which local authorities have to establish in order to support
entrepreneurship development is also important. About half of the respondents have mentioned
that assisting in participation in exhibitions, festivals, and fairs in the neighbouring EU countries by
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co-financing or partial reimbursement of the cost of participation as well as trade missions is essen-
tial support from local governments. The support is relevant for producers that are already export-
ing their products or intend to enter international markets. The issues of allocating trade areas and
centres for domestic producers (40%) and their promotion in the region (38%) are more relevant to
companies oriented towards the domestic market (see Figure 9).

retail space/shopping centres for national producers 40%

promotion (advertising) in the region 38% |

some preferences in paying rent and taxes 35% |

organizing of exhibitions, fairs in Ukraine 33% |

assistance in searching for foreign investors 28% |

others 23% |

information provision about exhibitions, fairs,, abroad, trade mission 23% |

I I
0% 10% 20% 30% 40% 50%

supporting the participation in exhibitions, festivals, fairs in

neighbouring EU countries (Poland, Slovakia, Hungary, Romania) Ui

Figure 9. The distribution of answers to the question: “What kind of support provided by the local government is
necessary for fostering your enterprise?”

Note: The respondents were allowed to select more than one answer
Source: Based on expert survey.

The readymade clothing industry is mainly represented by small business entities, so the estab-
lishment of various forms of cooperation will help to increase the competitiveness of their products.
First of all, it concerns clusters. Two-thirds of the managers in answering the question “Is your
company involved in any forms of cooperation?” said that enterprise did not involve in any form
of cooperation; 26% were the members of a cluster association, 21% — subcontractors, and 3% —
members of a joint venture. In our survey, six companies were subcontractors as well as cluster
members.

Typically, companies benefit from vertical and horizontal linkages in a cluster. The formation and
development of clusters and cluster initiatives will contribute to the opening of new opportunities to
enter international markets in order to find business partners and investors. Joining the efforts of
cluster members within the framework of one value chain allows them to become more competitive,
to increase the production capacity of the industry, and to expand the number of jobs. Nowadays,
seven textile and apparel industry clusters are registered in Ukraine.

Based on the study of the garment industry development factors and the results of an expert
survey, the SWOT analysis of the development of the garment industry in Ukraine is carried out. Its
results are presented in Table 1.

Nowadays, key challenges in the textile and garment industry are mainly connected with war.
As a result of the Russian invasion of Ukraine on 24™ February, 2022, nearly 60% of textile and
garment industry companies either have closed or operated intermittently.

In response to these challenges, the Ministry of Economy of Ukraine has launched an enter-
prise relocation programme. Currently, business entities can relocate to one of the nine regions
(the Zakarpatska, Ivano-Frankivska, Lvivska, Ternopilska, Khmelnytska, Chernivtska, Vinnytska,
Volynska, and Rivnenska oblasts). The relocation programme provides state assistance in search-
ing for production facilities, staff relocation and resettlement, and searching for employees in the
destination region. The Ministry of Economy received 1,424 applications from enterprises in
April 2022, most of the companies being from the processing industry — food, textile and apparel,
chemical, metalworking, woodworking, and the IT field.
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Table 1. The SWOT analysis of the capacity development of the garment industry in Ukraine

STRENGTHS WEEKNESSES

— strong historical traditions of garment production; — the lack of own developed raw material base (high dependence
— developed network of educational institutions on imported raw materials);

(training system); — integration into value chains at the stage of production by
— high share of employment relative to other regions processing toll raw materials;

(location quotient) (especially in border regions); — the technological backwardness of most enterprises in the
— geographical location (proximity to the EU industry;

countries); — the lack of highly-qualified workers (technologists and
— low wages; designers);
— tendencies to the formation of clusters and cluster — the low competitiveness of products by price factor;

initiatives; — negative consumers’ attitude towards domestic goods:
— the prevalence of small and micro enterprises, able “domestic — low quality”;

to respond quickly to market needs; — maintaining differences in technical standards, standardisation
— developed network of highways; and certification systems, veterinary and environmental control
— quick adaptation for domestic demand (e.qg. with EU countries;

sewing the uniform, unloading vests and thermal — the outflow of personnel abroad (which was intensified by the

underwear, etc.) war);

— partly destroyed infrastructure (roads, railways, buildings,
warehouses, etc.), damaged equipment;
— decline in household income.

OPPORTUNITIES THREATS
— prospects for expanding foreign goods markets — the intensification of competition from cheap clothes from
(“made not in China”; supply flexibility); China, second-hand, grey imports;
— the development of new sales tools (online); — the reduction of global consumer demand for products (the
— expanding the presence in the domestic market concept of sustainable development);
(import substitution policy); — the development of new technologies for the production of
— the development of brands by domestic enterprises; fabrics, clothing, waste management (the formation of a new
— companies’ relocation to the western regions of model of economic development — circular economy);
Ukraine; — the signing of the Agreement on the establishment of a Free
— government and local authorities’ support for Trade Zone with Turkey;
companies’ relocation to the western region of — price increase in fabric imports due to Russia’s blockade
Ukraine. of Ukraine’s ports and change in supply chains as well as

transportation routes;
— uncertain and unpredictable political and economic situation
due to the war in Ukraine.

Among threats mentioned in Table 1, there is a Free Trade Agreement between Ukraine and
Turkey. The Agreement was signed on 3 February, 2022, and will enter into force after ratification
by the parliaments of both countries. Domestic textile and clothing producers might face difficulties,
because the Turkish textile and apparel sector is well-developed and export-oriented. However,
according to the Agreement, transitional periods for most sensitive products are applied in on aver-
age five years. Thus, it is enough time to prepare and make strategic reorientation. Under these
conditions, for instance, UKRLEGPROM is strengthening cooperation with EURATEX, which has
launched EU-Ukraine Textile Initiative (EUTI) on 9" May, 2022. EUTI is designed to expand re-
lationship between European and Ukrainian textile and garment companies and offers a single
contact point for Ukrainian companies who seek support and cooperation with EU counterparts,
and conversely.

Conclusions

The garment industry in Ukraine, particularly in its border regions, has a significant potential for
growth. The prerequisites for its development are historically-formed — the traditions of garment
production have been preserved in large cities (Kyiv, Lviv, Kharkiv, etc). Nowadays, the border re-
gions of Ukraine (the Volynska, Lvivska, Zakarpatska, lvano-Frankivska, and Chernivetska oblasts)
account for about 22% of textile and garment industry goods production; about half of all exports of
readymade clothing are provided by enterprises in regions bordering EU Member States. Among
the other Ukrainian regions, the border regions differ both in terms of garment production volume
as well as the number of employees. Today, location near the EU border is a significant competitive
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advantage for entering foreign markets and keeping apparel enterprises afloat, saving the work-

place and payment of taxes, which is vital for the country’s economy, which is currently at war.

Manufacturing the export products on toll and strong dependence on the imported raw materials
make the industry especially sensitive to the change of conditions, particularly on the European
goods market. 51% of enterprises use raw materials mainly of foreign origin. The largest suppliers
of raw materials are Turkey and China. One-third of enterprises use fabrics from Italy, less than
a quarter — from Poland. It is urgent to develop a purposeful policy for the development of its own
raw material base, primarily flax and wool. In addition, the existing training system needs radical
changes in accordance with modern market requirements.

The EU-Ukraine Association Agreement has significantly reduced trade barriers. From the be-
ginning of 2016—-2017, regions of Ukraine are increasing the volume of exports. However, the
low level of the competitiveness of Ukrainian goods does not allow taking full advantage of the
Agreement, especially in the readymade clothing export. The vast majority of Ukrainian enterprises
are still integrated into value chains at the production stage. Taking into account the experience of
the development of the garment industry in the Baltic region, East European countries, East Asia
countries, etc., Ukrainian companies should focus on full-package production, which includes not
only the procurement of the raw materials and sewing, but also design activities. For this reason,
it is necessary to invest in technology equipment, the implication of digital technologies, skilled
labour, and local designers. Foreign direct investments as well as internal investments can be
a driver for such processes. This will contribute to upward growth in global value chains by process,
product, and functional upgrading. COVID-19 has ambiguous effect on the development of the gar-
ment industry:

— The textile and garment industry has shown the greatest decline: in the first quarter — 6.6%
of employees were left without pay (in manufacturing — 2.5%), 3.6% — worked part-time. In
April 2020, the decline in production volume was almost 40%.

— Atthe same time, the pandemic has provided the possibility for expanding the share of Ukrainian
goods on the domestic market. Ukrainian companies have become more active in using new
marketing tools, have opportunities to enter foreign markets by positioning products as “made
not in China”, and the proximity to European markets gives the ability to deliver in two-three days.
The national economy has been adapting to a new reality of COVID-19 pandemic during.

Unfortunately, a new and more devastating challenge has risen, namely the Russian invasion of

Ukraine on 24" February, 2022, which caused a significant decline in economic activity. McDougal

(2010) pointed out that any decision of the production process depended on three primary factors:

the proximity of the battlefront, the actions of the combating forces in relation to the company (e.g.

when the rule of law was weak, the company could lose it property or capital because of the dam-

age made by looters), and the market value of the produced good.

Thus, the garment industry of Ukraine is adjusting to the new realities of development in war-
time conditions. These are: an increase in prices for raw materials on account of the disruption of
the existing supply chains; changes in the transportation cost due to higher oil prices; the outflow
of residents mostly — women with children — from the combat frontier (women are the main labour
force in the textile and garment industry); inability to operate in areas where there are active hos-
tilities, destruction of infrastructure, equipment, warehouses; the impoverishment of the domestic
population. Moreover, import of readymade clothing has decreased by almost 60% during the war.

Nevertheless, the prospects for the development of garment enterprises are in the design, origi-
nal brand, and marketing stages of the value chain due to higher added value in comparison to
the cut, make, and trim stage. Before the war, the manufacturers of readymade clothing who took
part in the survey were positively oriented. Half of the them intended to expand their activities in
the following few years by expanding the sales network in the Ukrainian market. In their opinion,
local authorities’ assistance in the allocation of retail space or centres for national producers as
well as promotion in the region plays a pivotal role in supporting domestic garment entrepreneurs.
Meanwhile, the information and financial support is more important for the development of enter-
prises focused on foreign markets (e.g. partial coverage of costs for participation in exhibitions,
festivals, and fairs abroad).
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Abstract

The main objective of this paper is to discover the impact of the COVID-19 pandemic and regulatory conditions of
doing business on economic growth of different economies, particularly in terms of the combined co-effect of the
two mentioned factors. An econometric cluster model using the k-means method is developed. 172 economies were
distributed between clusters based on three parameters: 1) rates of GDP growth for individual economies in 2020,
as provided by the World Bank; 2) the World Bank Doing Business rating for 2020; and 3) the COVID-19 pandemic
factor that is represented by the total accumulated number of cases officially fixed per 100,000 of population, as
provided by the World Health Organization. The study proves that the COVID-19 pandemic appeared to be a sub-
stantial factor of economic growth for the vast majority of economies, which is reflected by the drop in their GDP
even despite favourable conditions of doing business in some countries. Substantial compensating reciprocal influ-
ences are observed between the set of doing business factors and the COVID-19 pandemic factor.

Keywords

regulatory environment, Doing Business rating, GDP, economic growth, COVID-19, k-means clustering

Introduction

Economic growth is not simple; it is a multifaceted macroeconomic phenomenon. It is difficult
to fully explain which determinants influencing economic growth are the most important (Khan et
al., 2022). As noted by OECD experts, the regulation of product market substantially matters for
sound functioning of an economy and for economic growth. However, if untimely and ineffective,
the regulation of product market may restrict or disrupt competitiveness among the existing firms
(OECD, 2018). Possible response to European challenges may be the true common market, since
it has the growth potential (Tusinska, 2014). Economic and financial crisis as well as growing pres-
sure from competing countries with cheap labour are among factors that inspire the transition to
the new stage of development. Under the latter, regional economies structure is relying on usage
of such instruments as clusters, innovation centres, technological incubators, and their networks
(Habanik et al., 2016).
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Some time ago economic growth in many countries was considered to be promoted by exog-
enous factors mostly, while nowadays more and more studies develop endogenous models of eco-
nomic growth (Romer, 1994; Acemoglu, 2009). One of the key goals of national economic policy is
to find new sources of economic growth.

The core objective of this study is to discover the impact of the COVID-19 pandemic as well as
regulatory conditions of doing business on economic growth of different economies particularly in
terms of the combined co-effect of the two mentioned factors. The paper offers an analysis of de-
pendencies between the set of regulatory environment factors (the World Bank Doing Business rat-
ing), individual economies GDP growth rates, and the degree of the COVID-19 pandemic spread.
For these purposes, we develop an econometric cluster model using the k-means approach and
actually clusterise 172 economies by three selected criteria as of 2020 and 2021, which makes it
possible to identify three consistent patterns of dependencies between selected parameters. The
model makes it possible to determine consistency between selected parameters in the framework
of three identified patterns as well as for the global economy as a whole. The study proves sig-
nificant influence of the COVID-19 pandemic factor on economic growth. The paper specifies that
the building-up of a favourable business environment is necessary for long-term economic growth
and discovers that the role of doing business environment in promoting economic development is
especially important during crisis periods and phases of decline as much as the latter lead to fiscal
restrictions and the worsening of market environment; thus, traditional macroeconomic tools will
not be enough to hold up further development of an economy.

Supporting theory and background

Contemporary economic science does not offer single all-around approach to unambiguously
decide on main factors and sources of economic growth. Different scholars study particular deter-
minants that can become drivers of economic growth in one time or another. In particular, Solow
(2016) refers to the main three factors of economic growth: the importance of natural resource
inputs; the degree of substitutability between nonrenewable resources and other inputs in the pro-
duction of final output; and the pace and bias of technological progress. Many authors (North,
1989; Rodrik, 2008; Acemoglu et al., 2009) believe that stagnant factors of socioeconomic devel-
opment are predominantly associated with a deficit of institutional change. Therefore, for example,
Grgurevic (2022) identified the main inhibiting factor of economic development in the countries of
Southeast Europe as the lack of institutional changes with the parallel action of alternative institu-
tions and quasi-monistic neoliberalism.

Until recently, the achievement of high quantitative economic indicators was considered a stra-
tegic goal of the state’s economic policy. At the moment, this priority has lost its relevance. Today,
one of the modern explanations for the differences between the level of economic development in
different countries lies in the different level of the regulatory environment. At the time of dynamic
changes in the conditions of the unfolding of the Fourth Industrial Revolution as well as global
environmental problems and social tensions against the background of the global COMID-19 pan-
demic, there is a need for such a strategy of economic growth which would provide anticipatory
development for the economy and equal opportunities for the growth of the well-being of every
citizen. For most countries, the correct definition of the dominant development and its determinant
will make it possible to effectively transform the national economy in the direction of new trends
of the world economic system with further integration into their environment. The strategy on the
way to achieving such goals should be focused on a significant change in the functions and role of
the state in regulating economic processes. The basis is built on institutional components such as:
effective competitive environment; innovative orientation of the economy; and the effectiveness of
institutional structures.

Some studies justify that governments should create regulatory environment which will promote
favourable market competition through the introduction of fair taxation systems in order to stabi-
lise the economic situation in a country (Damayanti et al., 2021; Gokalp et al., 2017; Shin & Park,
2019). The impact of competition on shadow economy size is also explored (Karlinger, 2014) and
the interrelation between corruption and market competition level in post-communist economies is
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studied (Diaby & Sylwester, 2015). Positive influence of inward investments on economic growth
renewal as well as on specific monetary indicators also appears to be unchallenged (Blikhar et al.,
2021; Rogach & Dziuba, 2017).

The interrelation between innovations and market competition as well as theirimpact on econom-
ic growth has been intensively studied. Among those scholars undertaking the task, few (Heredia
et al., 2017) explored the effect of informal competition on innovations efficiency using the case of
the Pacific Alliance (McCann & Bahl, 2016) and examined the impact of competition with informal
enterprises on new products development. The importance to consider the institutional determi-
nants of innovative economic development in the 215t century is also emphasised (Lagutin & Yasko,
2020). Science-driven and knowledge-intensive innovative industries are perceived as the primary
driving force of economic growth. On the other hand, developed and competitive economies can
create welcoming environment for further introduction of newest technologies and become the stor-
age of the most promising innovations (Braja & Gemzik-Salwach, 2020).

The role of competition in promoting economic growth is especially substantial during crisis
and decline periods, when fiscal restrictions and worsening market conditions arise, and, thus,
macroeconomic measures would not be enough to support further economic development. Marwa
(2014) analysed the impact of competition on economic development and tested if this impact could
be transformed in conformity with technological gap between an economy under question and
technologically-leading economy. Such test of 115 countries of the Middle East and Africa testifies
that intensive internal competition resulting from business freedom typically slows down the growth
of an independent economy. Sustainable development of a hational economy implies not only the
achievement of maximum possible GDP growth rates, but also qualitative structural changes in an
economy via support of sound competition between businesses (Pyroh, 2017).

Notwithstanding the existing differences as to the identification of optimal set of regulatory de-
terminants, major representatives of contemporary economic schools agree on the dominant role
of this type of national economic policy in achieving strategic development goals. The impact of the
COVID-19 pandemic on various issues of regulatory environment, particularly in financial sector, is
studied by Dziuba and colleagues (2021). Significant impact is mostly confirmed.

Notwithstanding the high level of available scientific research as to the matter of long-term
economic growth, the issue of short-run post-crisis renewal driven by the development of country’s
efficient regulatory environment remains poorly studied. The latter, in turn, might become the key
trigger to creating efficient business environment with highly effective offsetting effects of adverse
drivers brought about by favourable factors.

Methodology and data

The hypothesis and clusterisation framework

For developing the cluster model, we use three parameters. The first one includes individual
economies GDP growth rates (GDP parameter of the model). The data on this factor is derived
from the World Bank database (World Bank, 2021-2). It represents the percentage rates of GDP
growth as measured in USD in current prices for 2020. As a result of such clusterisation analysis,
conclusions regarding the influence of one parameter on the others can be drawn foremost when
the discovered statistical relation can be well confirmed by one or two descriptive criteria and the
actual impact can be justified. This is the particular methodological approach we are going to use in
our study. This factor stands as a (implied) dependent variable given the above-mentioned require-
ments are met.

The second clusterisation factor is the value of the rating of Doing Business (DB in terms of the
model parameters). It should be mentioned that we shall use the value of this rating for individual
economies as of 2020 rather than their actual rankings (World Bank, 2020). They fluctuate in the
range between 0 and 100. As it was noted, this rating demonstrates the set of factors of doing busi-
ness in a country.

The third clustering factor is associated with the COVID-19 pandemic factor. We are using the
total cumulated quantity of official COVID-19 cases fixed per 100,000 of population provided by the
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World Health Organization as of 13" October, 2021 (World Health Organization, 2021). It should be
emphasised that we might note a slight temporal mismatching between clustering factors, particu-
larly the pass ahead dynamics of the last parameter. However, considering the above-mentioned,
this does not represent a problem for the model development, especially in our case, since the in-
dex used is cumulative and it had been generating not only in 2021, but also during 2020 and even
2019. Actually, the data used reflects not just the statical impact of the parameter given, but also
the dynamics of this impact generating.

Finally, out selection covers 172 economies. During the generation of the selection, some
countries were excluded mostly for two reasons. The first one was the absence of data for 2020.
Typically, this reason deals with the GDP parameter where some economies were represented by
2019 data only. Second, for some countries, the GDP data provided by the World Bank was avail-
able, but it was not covered by Doing Business rating.

The major hypothesis we are going to justify or reject using the developed model is that there
are consistent patterns of interrelation/dependence between GDP growth rates of individual econo-
mies, the set of their doing business factors defining regulatory environment, and the level of the
COVID-19 pandemic spread for a given country that ground on quantitatively- and qualitatively-de-
fined regularities in their co-dynamics. This, in turn, would open opportunities to analyse particular
economies and use the discovered regularities to define common and distinctive features between
them, uppermost in terms of how the two factor groups co-define economic growth. We expect that
a positive effect of one factor might appear to be offset by a negative effect of another one.

Model specification and the identification of the number of clusters

For developing the model, we use the multi-criteria clusterisation using the k-means method.
It implies minimisation of the total squared deviation of points coordinates from its centre. These
coordinates are not set beforehand and are not constant. Rather, they are computed (and re-com-
puted) as relative to other points and centre being found until the optimal relation between points’
coordinates and the centre itself is found. At the same time, the quantity of clusters is set in ad-
vance. The mathematical basis for this method implies calculating Euclidean distances of clusters
points from their centres and minimising these distances in multidimensional Euclidean space. The
formula of Euclidean distance between two points is the following:

d(ab)=Al(a,~ b +(a,~b) +...a,~ b ) = /ﬁ (a,~b,) @)

d(a,b) — Euclidean distance between points a and b in multi dimensional space

a, — value of point x on the n-th dimension
b —value of point y on the n-th dimension

To utilise the k-means method, we shall carry out the computation following the next procedure.

First, we have to define the quantity of clusters. It depends uppermost on the study goals and
objectives as well as on the quantity of cases being clustered. All in all, the optimal quantity of
clusters is often been set empirically via testing different possible quantities. In order to define this
quantity in our study, we carried out a preliminary assessment for the case of three, four, five, six,
seven, eight, and nine clusters. A larger or smaller cluster number is unreasonable in our opinion,
since two clusters for 172 economies would hardly allow making relevant conclusions, while 10 or
more would diffuse the regularities under question, as well as their common and distinctive features
that permit to discover and analyse them. With regard to preliminary assessment, the following
should be noted. For example, three and four clusters unite quite different economies, such as
the USA, the UK, Belarus, Belgium, Kazakhstan, and others. Although such grouping is detected
statistically, it is not univocal in terms of its descriptive identification. For a number of reasons, we
are not satisfied by six, seven, and nine clusters as well. From the viewpoint of general logic and
possible description opportunities, five and eight clusters appear to be attractive. It is difficult to
select their specific definite number, since the general algorithm implies analysing another number
of clusters in the case of unsatisfactory results for the first number of clusters. Thus, we are going
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to take the five clusters number as the basic working version. Such quantity also implies intuitively
understandable number of countries considering their general selection of 172. All computations
are carried out in the Stat Soft Statistica 12 software environment.

The second step is to set Euclidian space parameters, which, in fact, has already been done.
Clustering factors have been selected and justified.

The mechanics of generating clusters is as follows. Initially, centres of clusters are being set.
They can be set randomly, although it is usually done on the basis of the maximisation of distance
between them. The belonging of cases to a particular cluster is defined based upon the minimal
Euclidean distance from the centre. Generating clusters is being performed on the basis of perma-
nent recalculation of their centres coordinates while the coordinates of cases remain unchanged.
This recalculation is being made until the clusters are generated and centres’ coordinates do not
change any more.

However, for running clusterisation, the available data set should be somewhat transformed.
The matter is that the selected parameters have completely distinct measurement units that sub-
stantially differ in their absolute values. To solve this statistical and methodological problem, the
data needs to be standardised — all values must be adjusted with respect to the meaning of an
average and standard deviation. This can be done using the formula:

AT,
%~ o) &)

a, — standardised value of A,

A - average value of A,
a(A,)) — standard deviation of A,

This exactly standardised data was used to apply the k-means method. Descriptive criteria to be
used for the analytical screening of developed statistical clusters is the level of income per capita
following the World Bank classification (World Bank, 2021-1). Following this criterion, all countries
of the world are distributed between four groups: high-income economies (HI), upper-middle-in-
come economies (UMI), lower-middle-income economies (LMI), and low-income economies (LI).

Considering the proposed hypothesis and model specification as well as following the sched-
uled track of the present study, we strongly anticipate that the hypothesis will be justified. If so, we
shall manage to contribute to the existing literature in the field with particular empirical implications.
The added value of the study grounds on the developed approach to identify consistent patterns
of dependence between GDP growth rates, the set of doing business factors, and the COVID-19
pandemic factor. One of the most essential points of this approach is the identification of specific
set-off effect between the set of doing business factors and the pandemic factor. This effect lies
in the fact that even substantial absolute values of the pandemic parameter may not bring about
considerable losses in economic growth rates because of the favourable doing business environ-
ment and vice versa. The empirical implications of the study and developed approach are implied to
generate consistent patterns of the mentioned dependence and will be generated in the concluding
part of the paper should the hypothesis be justified.

Results and discussion

The influence of competition and competitiveness on economic growth

One of significant reasons of why the studies of competition impact on economic growth rates
are scarce is the complexity of this ratio assessment. Remarkable in these terms is the problem
of the absence of necessary statistical data as well as the availability of non-quantitative competi-
tion that cannot be relevantly reflected by specific figures and indices. The estimates of the mar-
ket concentration level are often substantially simplified. The above-mentioned shortcomings also
bring about distorted results and, as a consequence, lead to wrong conclusions as to the level of
competition in a specific industry.
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Considering the imperfection of the statistical methods of the competition level estimation, some
countries began to use the polling of business executives, which, along with quantitative data,
made it possible to obtain more complete and comprehensive information. Notably, such polling
has been carried out in several European countries since the 1990s on a regular basis.

Nowadays, the competitiveness of national economies is defined by a broad set of factors that
together represent a complex hierarchic but structured system of impact that has direct as well as
indirect implications. Such aggregate ratios (the World Economic Forum Global Competitiveness
Index, the World Bank Doing Business ranking) as well as other similar indices (e.g. the World
Competitiveness Ranking provided by IMD World Competitiveness Centre and others) consider
major factors of macroeconomic competitiveness. However, the current stage of world economy
development is substantially defined by the new factor, the impact of which was not observed
before. We mean the COVID-19 pandemic. Although humanitarian in nominal terms, this factor is
absolutely overwhelming from the viewpoint of its impact. Its impact has been lately felt by all coun-
tries of the world, all components of their economic systems, and all players of the global economy.
That is why, in our opinion, currently, the pandemic factor must be considered along with other
traditional factors of economic growth.

The impact of the COVID-19 Pandemic on economic growth and clustering results

Itis worth considering clusters generated as a result of model development. The most numerous
of them is the fourth model cluster comprising of 47 economies (Table 1).

Table 1. Clustering results — cluster 4 (destandardised data)

Model Parameters
No. Country ",‘_(:‘),r;e GDP DB covip
[-31.98 — 43.48 (6.99)] [20 - 86.8] [0 - 22192.85]

1 Argentina umi -9.91 59 11,652.14
2 Armenia uml -7.60 74.5 9,283

3 Austria HI -6.59 78.7 8,540.69
4 Bahrain HI -5.81 76 16,208.69
5 Belgium HI -6.28 75 11,013.31
6 Botswana UMI -7.89 66.2 7,707.47
7 Brazil Umi -4.06 59.1 10,153.74
8 Bulgaria UMI -4.15 72 7,592.65
9 Chile HI -5.77 72.6 8,704.62
10 Colombia uml -6.85 70.1 9,774.06
11 Costa Rica UMl -4.54 69.2 10,729.92
12 Croatia HI -8.37 73.6 10,375.55
13 Cyprus HI -5.10 73.4 13,704.88
14 the Czech Republic HI -5.60 76.3 15,948.59
15 Estonia HI -2.93 80.6 12,628.37
16 France HI -8.11 76.8 10,523.91
17 Georgia UMl -6.16 83.7 16,173.64
18 Hungary HI -4.96 73.4 8,503.23
19 Ireland HI 3.42 79.6 8,177.56
20 Israel HI -2.44 76.7 15,136.33
21 Italy HI -8.87 72.9 7,887.66
22 Jordan UMI -1.55 69 8,193.26
23 Kosovo umi -6.89 73.2 8,931.06
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Table 1. — cont.

Model Parameters
No. Country ":_2?,21,9 GDP DB coviD
[-31.98 - 43.48 (6.99)] [20 - 86.8] [0 - 22192.85]

24 Latvia HI -3.62 80.3 9,220.12
25 Lithuania HI -0.87 81.6 12,805.64
26 Luxembourg HI -1.31 69.6 12,665.55
27 Malaysia Umi -5.59 81.5 7,271.76
28 Moldova UMl -6.97 74.4 7,653.12
29 Mongolia LMI -5.34 67.8 9,883.84
30 Montenegro UMl -15.16 73.8 21,647.7
31 the Netherlands HI -3.74 76.1 11,657.5
32 North Macedonia uml -4.53 80.7 9,366.13
33 Poland HI -2.70 76.4 7,713.93
34 Portugal HI -7.56 76.5 10,454.23
35 Qatar HI -3.67 68.7 8,246.26
36 Romania uml -3.86 73.3 7,234.08
37 Serbia umi -0.98 75.7 14,693.83
38 Seychelles HI -10.72 61.7 22,192.85
39 Slovakia HI -4.75 75.6 7,876.44
40 Slovenia HI -5.53 76.5 13,970.77
41 Spain HI -10.84 77.9 10,515.9
42 Sweden HI -2.82 82 11,227.79
43 Switzerland HI -2.87 76.6 9,798.63
44 Turkey uml 1.76 76.8 8,903.32
45 the United Kingdom HI -9.79 83.5 12,125.39
46 the United States HI -3.49 84 13,351.8
47 Uruguay HI -5.86 61.5 11,230.44
Average -5.27 74.34 11,047.90
Cluster Range [-15.16 — 3.42] [59 — 84] [7,234.08 — 22,192.85]

Notes:

1. The figures are calculated and the table is composed by the authors.

2. Computations are carried out in the framework of the StatSoft Statistica 12 software environment.
3. The countries are placed in alphabetic order.

From the descriptive criterion (income level) perspective, this cluster is homogeneous enough. It
covers economies with high (12,696 USD or more) and upper-middle (4,096 to 12,695 USD) level
of income except just one country — Mongolia — for which the income level is lower than the middle.
This economy — considering the discovered statistical and analytical homogeneity — can be treated
as statistical outlier. This cluster also distinctly differs from others according to the pandemic crite-
rion — the average value equals to 11,047.90 infected people per 100,000 of population (Table 1 &
Table 6). Apparently, this is the worst range according to the criterion under question. On the one
hand, this can be explained by the fact that the current cluster includes mostly developed countries
and, as a result, there is high level of development in the health care field and society in general.
Consequently, the official quantity of cases is fixed much more often and the extent of the pandemic
spread is substantial at the same time. On the other hand, it can be acknowledged than the impact
of this factor on GDP growth is not substantial. The cluster is located approximately in the middle
of the range, according to the first criterion, considering the mean value and the relative location
of countries all over the range. As to the doing business parameter, this cluster is presented by
economies having the best environments for doing business. By and large, we can summarise that
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countries with relatively high level of income and very high level of regulatory environment are de-
scribed by relative tolerance to the pandemic factor in terms of its impact on economic growth that
can be substantially explained by favourable conditions for doing business. With regard to the large
number of economies and the significant homogeneity of the cluster according to the descriptive
criterion, it can be considered to be consistent and representative.

The second cluster includes 46 economies. They represent all four possible ranges of income
level, with the majority representing the high-income, upper-middle-income, and lower-middle-in-
come economies (Table 2). Only one country from this cluster (Rwanda) has low level of income.
These countries have high level of doing business rating and moderate level of the pandemic
spread. GDP growth rates for these economies are negative — the second worst value of the mean
(Table 6).

Table 2. Clustering results — cluster 2 (destandardised data)

Model Parameters
No. Country ",‘_(;?,r;e GDP DB coviD
[-31.98 - 43.48 (6.99)] [20 - 86.8] [0 - 22192.85]

1 Albania Umi -3.31 67.7 6,104.11
2 Australia HI -0.28 81.2 515.22
3 Azerbaijan umi -4.31 76.7 4,872.85
4 Belarus UMl -0.90 74.3 5,944.9

5 Bhutan LMI -6.77 66 338.64
6 Bosnia and Herzegovina UMI -4.33 65.4 7,374.57
7 Canada HI -5.40 79.6 4,386.02
8 China Umi 2.30 77.9 8.5

9 Denmark HI -2.73 85.3 6,269.38
10 Dominican Republic UMl -6.72 60 3,380.48
11 Ecuador Umi -7.75 57.7 2,902.24
12 El Salvador LMI -7.94 65.3 1,659.89
13 Finland HI -2.77 80.2 2,690.75
14 Germany HI -4.90 79.7 5,206.72
15 Greece HI -8.25 68.4 6,366.47
16 Honduras LMI -8.96 56.3 3,738.28
17 Iceland HI -6.65 79 3,374.31
18 India LMI -7.96 71 2,463.89
19 Indonesia LMI -2.07 69.6 1,546.87
20 Jamaica umi -10.20 69.7 2,919.66
21 Kazakhstan UMl -2.60 79.6 5,252.68
22 Kenya LMI -0.31 73.2 467.37
23 Korea, Rep. HI -0.96 84 654.86
24 Kyrgyz Republic LM -8.62 67.8 2,751.18
25 Lesotho LMI -11.06 59.4 1,002.73
26 Malta HI -7.00 66.1 7,263.43
27 Mauritius UMl -14.87 81.5 1,295.2

28 Mexico Umi -8.24 72.4 2,889.29
29 Morocco LMI -7.12 73.4 2,546.49
30 Namibia umi -7.98 61.4 5,040.33
31 New Zealand HI 0.98 86.8 91.24
32 Norway HI -0.76 82.6 3,614.98
33 Peru Umi -11.15 68.7 6,625.88
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Table 2. — cont.

Model Parameters
No. Country ":_(:‘),r;e GDP DB CcoviD
[-31.98 - 43.48 (6.99)] [20 - 86.8] [0 - 22192.85]

34 Philippines LMI -9.57 62.8 2,448.75
35 the Russian Federation uml -2.95 78.2 5,387.13
36 Rwanda LI -3.36 76.5 763.1

37 Saudi Arabia HI -4.11 71.6 1,573.23
38 Singapore HI -5.39 86.2 2,259.78
39 South Africa UMl -6.96 67 4,911.49
40 Sri Lanka LMI -3.57 61.8 2,464.53
41 Thailand umi -6.09 80.1 2,493.45
42 Trinidad and Tobago HI -7.83 61.3 3,776.17
43 Tunisia LMI -8.60 68.7 6,008.28
44 Ukraine LMI -4.02 70.2 5,895.66
45 Vanuatu LMI -9.24 61.1 0.98
46 Zambia LMI -3.02 66.9 1,139.01
Average -5.53 71.75 3,275.67
Cluster Range [-14,87 — 2,30] [56,3 — 86,8] [0.98 — 7,374.57]

Notes: The figures are calculated and the table is composed by the authors.

In our opinion, this cluster is difficult to be considered as consistent or sustainable because of
the high level of heterogeneity. It can be tracked even from the viewpoint of cluster structure as-
sessment — it covers such highly developed economies as Germany, Denmark, Canada, as well
as countries with relatively low level of development such as Zambia, Namibia, and Kenia. Hard
intuition allows placing them in one row with relevant arguments. The fifth cluster comprises 32
economies (Table 3). Unlike the previous one, this cluster is much more homogeneous according
to the descriptive criterion. Economies with low (1,045 USD or less) and lower-middle (1,045 to
4,095 USD) income levels mostly stand for this cluster. Only two countries (Equatorial Guinea and
Gabon) have upper-middle income level. From the economic perspective, they can be considered
as exceptions, while from the computation viewpoint, they can be regarded as statistical outliers.

Table 3. Clustering results — cluster 5 (destandardised data)

Model Parameters
No. Country IT_Z?,ge GDP DB covip
[-31.98 - 43.48 (6.99)] [20 - 86.8] [0 - 22,192.85]

1 Afghanistan LI -1.93 44.1 399.71
2 Algeria LMI -5.48 48.6 467.01
3 Angola LMI -4.04 41.3 188.02
4 Bangladesh LMI 2.38 45 949.36
5 Bolivia LMI -7.82 51.7 4,318.68
6 Burundi LI 0.30 46.8 163.5

7 Cambodia LMI -3.14 53.8 689.85
8 Cameroon LMI 0.73 46.1 370.69
9 Central African Republic LI 0.00 35.6 237.46
10 Chad LI -0.89 36.9 30.82
11 Congo. Dem. Rep. LI 0.77 36.2 63.94
12 Congo. Rep. LMI -7.95 39.5 276.45
13 Equatorial Guinea UMI -4.89 41.1 911.34
14 Gabon UMl -1.32 45 1,463.61
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Table 3. — cont.

Model Parameters

No. Country I':_(:,ge GDP DB covip

[-31.98 — 43.48 (6.99)] [20 - 86.8] [0 - 22,192.85]
15 Gambia LI 0.00 50.3 411.43
16 Guinea-Bissau LI -2.40 43.2 311.03
17 Haiti LMI -3.37 40.7 198.32
18 Kiribati LMI 2.54 46.9 0
19 Lao PDR LMI 0.44 50.8 404.07
20 Liberia LI -2.87 43.2 114.72
21 Madagascar LI -4.20 47.7 157.49
22 Mali LI -1.65 52.9 76.6
23 Mauritania LMI -1.49 51.1 784.25
24 Myanmar LMI -9.99 46.8 884.45
25 Nicaragua LMI -1.98 54.4 183.7
26 Sao Tome and Principe LMI 3.09 45 1,660.44
27 Sierra Leone LI -2.16 47.5 80.18
28 Solomon Islands LMI -4.32 55.3 291
29 Somalia LI -1.50 20 133.82
30 Sudan LI -1.56 44.8 89.21
31 Timor-Leste LMI -8.70 39.4 1,493.43
32 Zimbabwe LMI -8.00 54.5 888.22
Average -2.54 45.19 575.15
Cluster Range [-9.99 — 3.09] [20 — 55.3] [0-4,318.68]

Notes: The figures are calculated and the table is composed by the authors.

The lowest possible level of the pandemic spread and the worst environment for doing busi-
ness are peculiar for economies of this group. At the same time, the GDP growth rates for these
countries are the second best among all clusters. Regarding the pandemic, such low extent of its
spread can be explained by the fact that countries with low level of development also have low level
of the health care field. The pandemic factor for this group of economies does not have substantial
impact on GDP. The conditions of doing business and the general level of these economies com-
petitiveness had already been low before the pandemic, resulting in low rates of economic growth.
Consequently, the new negative impact factor (the COVID-19 pandemic) did not bring about such
substantial negative effect as it did for countries with better launch conditions.

The third cluster consists of 31 economies. Like the previous one, it comprises mostly low-
income and lower-middle-income economies, although the number of upper-middle-income econo-
mies is slightly higher, and one country (Brunei Darussalam) belongs to the high-income group
(Table 4).

Table 4. Clustering results — cluster 3 (destandardised data)

Model Parameters
Income
No Country Level GDP DB covip
[-31.98 - 43.48 (6.99)] [20 - 86.8] [0 - 22,192.85]
1 Benin LMI 3.85 52.4 202.59
2 Brunei Darussalam HI 1.20 70.1 2,165.13
3 Burkina Faso LI 2.02 51.4 69.59
4 Comoros LMI 491 47.9 479.88
5 Cote d’'lvoire LMI 1.82 60.7 230.79
6 Djibouti LMI 0.50 60.5 1,348.18
7 Egypt LMI 3.57 60.1 306.95
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Table 4. — cont.
Model Parameters
No Country ",1_(;?,21,9 GDP DB covip
[-31.98 — 43.48 (6.99)] [20 - 86.8] [0 - 22,192.85]

Eswatini LMI -1.64 59.5 3,991.94

Ethiopia LI 6.06 48 309.53
10 Ghana LMI 0.41 60 413.12
11 Guatemala umi -1.52 62.6 3,245.77
12 Guinea LI 6.99 49.4 232.44
13 Guyana Umi 43.48 55.5 4,290.63
14 Iran LMI 1.66 58.5 6,821.75
15 Malawi LI 0.80 60.9 3225
16 Mozambique LI -1.28 55 483.17
17 Nepal LMI -2.09 63.2 2,758.98
18 Niger LI 1.50 56.8 25.29
19 Nigeria LMI -1.79 56.9 100.89
20 Pakistan LMI 0.53 61 570.25
21 Papua New Guinea LMI -3.88 59.8 264.1
22 Paraguay UMl -1.00 59.1 6,452.37
23 Samoa LMI -2.74 62.1 0.5
24 Senegal LMI 0.87 59.3 441.01
25 St. Vincent and the UMI -2.73 57.1 5,023.86

Grenadines
26 Tajikistan LMI 4.50 61.3 183.32
27 Tanzania LMI 2.00 54.5 43.58
28 Togo LI 1.75 62.3 311.73
29 Uganda LI 2.86 60 272.98
30 Uzbekistan LMI 1.65 69.9 535.93
31 Vietnam LMI 291 69.8 869.37
Average 2.49 58.89 1,379.62
Cluster Range [-3.88 — 43.48 (6.99)] [47.9-70.1] [0.5-6,821.75]

Notes: The figures are calculated and the table is composed by the authors.

For many economies from this cluster, we observe the GDP growth even despite the pandemic;
the average cluster value by this parameter is 2.49. This is the only cluster for which the average
GDP growth rate is positive. Among 31 economies of the cluster, positive GDP growth rates are
observed for 22 individual countries. With respect to the pandemic parameter, this cluster is similar
to the previous one — the extent of its spread is low (average cluster value is 1,379.62). However, it
should be underlined that such low rates can be explained by low level of health care development
in many countries; consequently, infection cases are not officially fixed. Nevertheless, the previous
cluster conclusion regarding the unessential impact of the pandemic factor on economic growth is
also confirmed statistically for this group of countries. It can be also agreed upon considering the
mentioned analytics. As to the doing business factors parameter, this cluster has the moderate
value, although among absolute DB values for individual economies its level 58.89 is much closer to
the lower range. We argue that this cluster group of countries represents such a case when the pan-
demic factor produces lower impact on economic growth compared to other economies. The reason
behind this is the following. The expected rates of GDP growth should have been negative just as
for most countries of the world because of the pandemic. However, for this cluster, the low level of
its spread brought about a positive effect and the GDP growth rate finally appeared to be positive.

The last cluster includes 16 countries (Table 5). They are mostly high-income and upper-middle-
income economies, while the first subgroup includes primarily offshore domiciles as well as two
countries with lower-middle-income level.
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Table 5. Clustering results — cluster 1 (destandardised data)

Model Parameters
No. Country IT_ce?,r;e GDP DB coviD
[-31.98 — 43.48 (6.99)] [20 - 86.8] [0 - 22,192.85]

1 Antigua and Barbuda HI -15.97 60.3 3,851.77
2 Bahamas HI -16.28 59.9 5,487.69
3 Barbados HI -17.61 57.9 3,873.68
4 Belize LMI -14.04 55.5 5,770.97
5 Cabo Verde LMI -14.78 55 6,820.3
6 Dominica umi -16.71 60.5 5,675.71
7 Fiji Umi -19.05 61.5 5,748.82
8 Grenada umi -11.23 53.4 5,023.86
9 Iraq umi -10.37 447 5,037.85
10 Lebanon UMI -20.30 54.3 9,244.09
11 Libya Umi -31.30 32.7 5,055.29
12 Maldives umi -31.98 53.3 15,860.32
13 Panama UMI -17.95 66.6 10,874.05
14 St. Kitts and Nevis HI -10.74 54.6 4,577.76
15 St. Lucia Umi -20.21 63.7 6,544.24
16 Suriname UMl -14.50 47.5 7,649.26
Average -17.69 55.09 6,693.48
Cluster Range [-31.98 — -10.37] [32.7 — 66.6] [3,851.77 — 15,860.32]

Notes: The figures are calculated and the table is composed by the authors.

The country-by-country structure of this cluster can be considered rather homogeneous, con-
sidering the descriptive criterion. They have the lowest (negative) GDP growth rates (the mean is
-17.69), the low quality of doing business environment, and the high level of the pandemic spread.
The interrelation between model parameters within this cluster is quite reasonable. The lowest av-
erage GDP growth rate is determined by the low level of regulatory environment as well as by the
high extent of pandemic spread. For this cluster, both parameters played out simultaneously and
did not create mutual offset effect.

Table 6 presents aggregate statistical results of clusterisation. The overall assessment of these
results makes it possible to conclude that all three parameters used are significant according to the
F-criterion (respective values are approaching zero) and substantially influence the clusterisation
results.

Table 6. The analytical identification of clusters statistics

Cluster Income Level Composition GDP DB covib

[-31.98 - 43.48 (6.99)] [20 - 86.8] [0 - 22,192.85]
1 HI/ UMI / LMI 16 -17.69 (11) 55.09 (1) 6,693.48 (1)
2 HI/ UM/ LMI/ LI 46 -5.53 (1) 71.75 (1) 3,275.67 (1)
3 HI/ UMI/ LMI/ LI 31 2.49 (11) 58.89 (1) 1,379.62 (1)
4 HI/ UMI/ LI 47 -5.27 (1) 74.34 (11) 11,047.90 (11)
5 LI/ LMI/ UMI 32 -2.54 (1) 45.19 (11) 575.15 (11)

Notes:

1. The figures are developed by the authors.

2. Cells represent averages for the group for respective parameters.

3. Arrows demonstrate the cluster location in the range of the parameter: “11” — very high value, “t” — high value, “t” — intermediate
value, “I” — low value, “I 1" — very low value. These notations are intuitive.

4. The columns reflect respective ranges for parameters.
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An analytical assessment of developed cluster model results makes it possible to identify three
consistent patterns of dependence between the set of regulatory factors including the most up-to-
date pandemic spread index and rates of economic growth of different countries of the world. The
first pattern covers 47 economies from the fourth cluster of the developed model. It implies very
high values of DB and pandemic parameters, and moderate (negative) rates of GDP growth. While
the cluster model is not a factor model, the statistical grouping of countries and clusters filtration us-
ing the significant descriptive criterion imply (at least do not exclude) the existence of impact of one
factor (factors) of the model on the other (others). Our model includes the pandemic and the set
of doing business factors as implied independent variables, while GDP growth rates is the implied
dependent variable. For this pattern, the negative impact of the pandemic factor can be regarded
as relatively insignificant, which results from substantial positive set-off effect of the DB factor. This
pattern — the pattern of relatively high-income economies — is typical of countries with high and
upper-middle level of income according to the World Bank classification.

The second pattern covers 63 economies and — considering the substantial proximity of statis-
tics and descriptive features — encompasses the third and fifth clusters of the developed model.
This is the pattern with low and very low extent of the pandemic spread and above average rates
of GDP growth. The pandemic factor impact for this pattern can be considered to be insignificant
because of the low absolute values of the respective parameter. At the same time, a specific set-off
or compensatory effect can be outlined for this pattern — GDP growth rates are not so low as they
might have been as a result of unfavourable conditions of doing business due to the weak influence
of the pandemic factor. However, as to the GDP growth rates within this pattern, two subgroups
can be identified. The first subgroup (the fifth cluster) covers economies with the lowest level of the
pandemic spread and the worst environment for doing business. The second subgroup (the third
cluster) implies slightly higher level of the pandemic spread, but better environment for doing busi-
ness at the same time. This, in turn, brought about even positive rate of GDP growth being the only
among model clusters. For this case, the set-off effect is relatively high. All in all, this pattern covers
economies where low and lower-middle level of income absolutely dominate.

The third pattern encompasses 16 economies with mostly high and upper-middle level of in-
come, while the majority of them represent offshore domiciles. The low level of doing business
factors as well as the high extent of the pandemic spread are typical of this pattern. The set-off
effect is not being observed for these economies, since both parameters resulted in extremely low
negative rates of GDP growth.

Therefore, under crisis environment and during decrease in economic growth that challenge
contemporary economies, it is important to find key factors promoting long-term development. In
periods of economic instability, governments should adjust regulatory measures to minimise nega-
tive consequences of crisis.

Conclusions

The present study reveals a relationship and commonness between the set of regulatory factors
that, in turn, facilitate a favourable competitive environment (Doing Business rating), the COVID-19
pandemic factor, and growth of GDP in individual economies. The findings were generated via de-
veloping the econometric cluster model using the k-means method that made it possible to band
172 economies into five statistically distinct clusters. An analytical assessment of these clusters as
well as their identification from the descriptive criterion (the level of income per capita) perspective
enabled the discovery of three consistent patterns of dependence between GDP growth rates, the
set of doing business factors, and the COVID-19 pandemic factor.

High and upper-medium economies patterns imply very high values of DB and pandemic pa-
rameters, as well as intermediate (negative) rates of GDP growth. The negative impact of the pan-
demic factor in the framework of this pattern can be regarded as relatively insignificant as it results
from positive set-off impact of DB. The pattern for economies with low and lower-middle income
level covers countries with low and very low extent of the pandemic spread and high rates of GDP
growth. The influence of the pandemic factor on this pattern can be regarded as insignificant be-
cause of its low absolute values. Thereby, a specific set-off effect can be discovered for this pattern:
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GDP growth rates are not as low as they might have been because of unfavourable conditions of
doing business, since the pandemic factor impact is not so strong. The third pattern consists of
economies with mostly high and upper-middle income level, representing many offshore domiciles.
They have a low level of doing business factor and a high extent of the pandemic spread. In the
framework of this pattern, the set-off effect is not observed, since both parameters brought about
a simultaneous impact resulting in extremely low negative rates of GDP growth.

The developed model also enables the discovery of some particular general regularities of de-
pendence between economic growth rates, the set of doing business factors, and the pandemic
factor. First, the COVID-19 pandemic appeared to be an essential factor of economic growth for
most economies, which resulted in a decrease in their GDP even despite favourable conditions
of doing business in some countries. Second, a specific set-off effect between the set of doing
business factors and the pandemic factor is identified. This effect consists in the fact that even
substantial absolute values of the pandemic parameter may not bring about considerable losses
in economic growth rates because of the favourable doing business environment and vice versa.
Third, for economies with relatively high level of income, the impact of both factors looks to be more
significant compared to countries with relatively low level of income. This peculiarity, however, is
the least consistent in terms of our study results and requires further testing and investigation.
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Introduction

Against the backdrop of current events — the escalation of the Russian-Ukrainian war — the is-
sue of Ukraine’s integration into the EU is becoming particularly relevant. It is important to use all
opportunities to get closer to the civilised world, thus distancing ourselves from barbaric Russia.
In this case, regional cooperation with European countries can also be useful. It is well-known that
cross-border cooperation (CBC) of regions at its very origins, as a special form of international in-
terregional cooperation, was considered as a testing ground for economic integration of countries,
and, therefore, it is the cross-border regions that can be considered as pioneers in adopting pro-
gressive practices in various sectors of the economy and for sustainable development in particular.

The EU, as a leader in the global processes of greening the economy, is a valuable source of
experience as well as financial, institutional, and moral support for Ukraine in implementing the
concept of sustainable development as a global one, declared in the final document of the 70" ses-
sion of the UN General Assembly in New York in 2015, Transforming our World: The 2030 Agenda
for Sustainable Development (United Nations, 2015), the intention to implement which is also de-
clared in Ukrainian general strategic documents at the national level. The search for new effective
mechanisms, models, and means of intensifying the Ukrainian-European cross-border cooperation
of regions in the field of sustainable development is of great scientific interest today for researchers
who are trying to make their professional contribution to the development of Ukraine as an inde-
pendent progressive state, to the approaching victory over the enemy and the prospects of joining
the EU in the near future.

Focusing on cross-border models of sustainable development of regions is justified in terms of
the level of probability of the effectiveness and speed of achieving the goal, since it is the western
border regions of Ukraine, as participants in CBC, that are geographically closest to the EU and
separated from the combat zone, which increases their chances — compared to other Ukrainian
regions — to quickly and effectively gain the necessary experience of implementing the concept of
sustainable development by European countries, adapt it, as well as implement and extend it to
the most affected regions after the victory, which, in turn, will allow Ukraine to immediately start on
the path of recovery and transformation into a powerful, legal, innovative, green state in the world.
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The purpose of this study is to develop a cross-border model of the sustainable development
of regions that would be justified by the current level of research on this issue and effective in the
context of war.

Literature review and methodology

A number of Ukrainian and foreign scholars have studied models of sustainable regional devel-
opment. Econometric models based on the interdependence between the volume of investments in
the regional socioeconomic system and the level of population welfare are often found in the eco-
nomic literature (Reutov, 2010; Shlafman & Umanets, 2015). However, the authors focused in this
case only on two dimensions of sustainable development — namely economic and social — ignoring
the environmental one, which contradicts the theoretical foundations of the concept of sustainable
development according to the report of the World Commission on Environment and Development
(Brundtland Commission) “Our Common Future” (1987), which can be considered as fundamental,
where economic, social, and environmental dimensions are declared as equal and mutually ir-
replaceable foundations of sustainable development, achieved in a balanced and comprehensive
manner. Thus, Soltysik (2010) also believes that the system of sustainable development models
should be reflected in the form of a synthesis of models of socio-ecological and economic devel-
opment of the region, economic growth of the region, integrated characteristics of production ef-
ficiency, based on the analysis of macroeconomic indicators in the regional aspect, such as gross
added value in relation to such factors of production as labour and capital. The author emphasises
the need for a balanced synthesis of all three subsystems — social, economic, and environmental —
when developing a model of sustainable development of a region, since there are stable direct
and reverse links between them and the dominance of one over the others reduces the chances of
sustainability. It is proposed that a level specific to each of the subsystems is provided that is most
important in terms of sustainable development.

Some scholars, depending on the specifics of the subject matter of the study, as well as a peculiar
grouping of the 17 Sustainable Development Goals, take a somewhat broader approach to defining
the range of indicators within the framework of modelling sustainable regional development, focus-
ing — in addition to the classical dimensions of sustainable development — also on providing the region
with effective public and corporate management and innovative resources, the achievement of which
depends to a large extent on the level of scientific and technological progress and the advanced
progressive outlook of the leadership of the state, region, and enterprise (Tomareva-Patlakhova,
2013). A similar originality can be traced in the works of Majumder and others (2023), who additionally
propose to include the so-called human-physical sustainability in the construction of a model of sus-
tainable regional development, which, according to the authors, is ensured by improving the quality
of human resources through better education and training, adapting and familiarising the population
with modern technologies, ensuring gender equality in each sector, and prioritising first aid and health
care development. In the classical theory of sustainable development, the listed aspects of human-
physical sustainability are included in the social dimension of sustainable development, but we be-
lieve that the researchers rightly identified this separately in the light of the specifics of the develop-
ment of the regions of India that were the object of their study, given the relevance of the problem
of socioeconomic contrasts in the country, as well as the impressive gap between India’s powerful
technology sector and the sometimes unsatisfactory living conditions of the population.

There are also approaches to modelling sustainable development of regions in which the envi-
ronmental dimension, along with others, somewhat dominates, as the goal of sustainable develop-
ment is interpreted by the authors mainly as an environmental one. For example, Cai and others
(2022) based the modelling of sustainable regional development on a spatial correlation analysis
of the effectiveness of green development of the regional economy, as well as the indicators of the
level of economic development of the region, energy structure, industrial structure, the intensity
of environmental management, digital economy, the degree of urbanisation, technological devel-
opment, and economic openness. Researchers have shown a positive correlation between the
effectiveness of green development in a region and such factors as a high level of economic devel-
opment of the region, its industrial structure, a high share of alternative energy in the consumption
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structure, the digitalisation of the economy, and the urbanisation of the region’s territories. At the
same time, the researchers agree with the opinion of Xia and others (2022) that green and sustain-
able development provides for the effective synergy of economic development with the ecological
environment, although it is green development that is able to achieve ecological civilisation and
is a precondition for economic and social development. We conclude that the social dimension of
sustainable development in this case is rather placed in the background. A similar opinion is shared
by Honcharenko (2014), who believes that natural capital is crucial and, accordingly, sustainable
development cannot be ensured without the imposition of certain restrictions on activities related
to the depletion of natural capital. At the same time, the author emphasises the direct proportional
relationship between innovation potential and the sustainable development of the region, which
depends on the set of conditions for the development of socioeconomic processes, the so-called
organisational and economic factors, as well as institutional features (management culture at vari-
ous levels).

Thus, given the wide variability of indicators within the framework of building models of sustain-
able development of regions, as well as the lack of information on the experience of developing
cross-border models, we suggest that one should focus on the conceptual approach to modelling,
since it is the conceptual model that is designed to provide an understanding of “how the real
system works” (Brooks, 2007, p. 3), “to formalize current understanding of system processes and
dynamics” (Gross, 2003, p. 2), thereby serving “as a tool for creative exploration, as a thinking aid
to try out different directions and further ideation before choosing a definite path” (Guenther, 2013,
p. 83), while mathematical models may be ineffective at the current level of study of this issue.

As a cross-border model of sustainable development of regions, we have chosen such a concep-
tual type of model as the ER-model, which is “a theoretical and conceptual way of showing data re-
lationships in software development”, using the concepts of “entity”, “relationship”, “attribute” (Entity-
Relation, 2017), which made it possible to base the modelling both on the concept of sustainable
development adapted to the regional level and on the theory of cross-border cooperation of regions,
based on the very essence of the complex concept and its logical understanding. As a web-based
database modelling tool, we used the ERDPIlus web resource (ERDPlus Data) Such a model can
serve as a basis for modelling sustainable development within cross-border regions in the future.

To achieve the stated research objective, in the course of building the ER-model, it is necessary
to analyse the subject area of the sustainable development of the region on the basis of the con-
ceptual foundations of sustainable development; the subject area of the region’s CBC for sustain-
able development, based on the theoretical foundations of cross-border cooperation; of the subject
area of regional CBC for sustainable development in wartime based on the identification of the
impact of objective conditions in wartime on the constructive change of the established practice of
implementing regional CBC to ensure the model’s effectiveness in current circumstances.

To analyse the subject area, we used the following research methods: the deductive method to
move from the general global Sustainable Development Goals to their specific manifestations at
the regional level; an inclusive approach, providing for equal access of society to sustainable devel-
opment processes within the framework of the cross-border model; the principle of subsidiarity, fo-
cusing on the EU regional policy, which provides for the management of society from the bottom up,
based on efficiency issues; the method of analogies to adapt the goals of regional CBC at all levels
of its implementation to the field of sustainable development; and the method of empirical observa-
tion to determine the specific motives for implementing CBC for sustainable development. Also, to
define the dominant motive for the implementation of regional CBC for sustainable development in
the relevant conditions, the hygienic-motivational theory of Frederick Herzberg was applied.

Research results

An analysis of the subject area of sustainable development of regions

According to the concept of sustainable development, the cross-border model of a region implies
a stable interdependence between the economic, social, and environmental dimensions of sustain-
able development of the region. In this case, it is important to apply the provisions of the global
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concept in the regional plane to ensure maximum efficiency and objectivity of the cross-border

model at the regional level. The use of the deductive method, inclusive approach, subsidiarity prin-

ciple, and empirical observation made it possible to translate the global Sustainable Development

Goals in all three of its dimensions into the regional level and draw the following conclusions in the

context of the current study:

— the goal of sustainable development in the regional plane remains unchanged: according
to the definition of sustainable development given in the report of the World Commission on
Environment and Development (1987), it is supposed to be “meeting the needs of the present
without compromising the ability of future generations to meet their own needs”. And although it
may seem that in the case of a region it is about meeting the needs of the local population, it is
important to note that a region is an integral territorial unit of the state that functions within the
framework of the national socioeconomic strategy and is a link in a single national economic and
legal mechanism for sustainable development, and, therefore, national interests will dominate
over local ones, and the latter cannot contradict the general strategic goal.

— according to the inclusive approach based on the principle of subsidiarity, which provides for
equal participation of the population in socioeconomic activities at all levels with the distribution
of the share of participation of these levels depending on where these tasks will be performed
most effectively, the economic dimension of sustainable development, implying economic growth
in the context of resource constraints in the global dimension, at the regional level should pursue
the solution of the following: the task of “responsible production” (Korolchuk, 2021, p. 3) from
local businesses (the optimisation of production through the introduction of the latest technolo-
gies, the implementation of resource conservation and energy efficiency policies at enterprises,
the introduction of eco-innovations, closing the production cycle, etc.), as well as the task of
“responsible consumption” (Korolchuk, 2021, p. 3) from consumers (the formation of demand for
environmental products, economical consumption of goods and energy at the household level,
eco-responsible waste management, etc.)

— the deductive method and the use of inclusion in transferring the social dimension of sustain-
able development to the regional plane, along with maintaining the stability of social and cultural
systems at the global level, allowed the local society to set the task of preserving its physical
and mental health, thus cultivating a healthy lifestyle, respect for fundamental human rights and
freedoms, law-abidingness, the development of empathy and care for the world around us, cul-
tural education and participation in cultural activities, national self-determination, etc.

— the environmental dimension of sustainable development, which at the global level is aimed
at preserving our planet for us and future generations of humanity, should, on the principle of
subsidiarity at the regional level, provide for a micro-manifestation of this goal with the active
involvement of local communities in the processes of preserving and restoring local ecosystems
by cultivating an environmental culture, organising and popularising public work in the field of
environmental protection, greening everyday life, etc.

Thus, the analysis of the subject area of sustainable development in the regional plane has
shown that the main provisions of the concept of sustainable development for the region are the
same as at the global level and, therefore, the goal and economic, social, and environmental di-
mensions of sustainable development will be included in the ER-cross-border model of sustainable
development of regions in war as its key entities.

An analysis of the subject area of CBC of regions for sustainable development

To achieve the purpose of our study, in the course of analysing the subject area, it was also
important to study the foundations of cross-border cooperation in order to identify the goals of
cross-border cooperation at all levels of such implementation, to determine the priorities for all
CBC participating border regions in interregional cooperation for sustainable development, paying
special attention to key trends in global politics and economics, given the international nature of
cross-border cooperation between border regions of neighbouring states.

It is known that CBC is implemented at the local, regional, national, and European levels. Our
previous scientific research on regional CBC, based on the study of the nature of its institutional,
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legal, and financial support, allowed us to identify the objectives of CBC at all levels (Herasymchuk

& Korolchuk, 2009, p. 40), which we adapt to the field of sustainable development in the context

of the current study using the method of analogies. On the basis of empirical observation of many

years of experience in implementing the concept of sustainable development in the world, we will
determine the specific motives for the implementation of the CBC for sustainable development,
which stimulate such cooperation at each level of its implementation:

1. At the local level, the level of local initiatives, CBC for sustainable development is carried out
with the aim of implementing cross-border sustainable development projects (economic, social,
or environmental) in the border regions, the motive for which is the expectation of a visible short-
and medium-term practical result that will bring concrete benefits to the community of the region.

2. At the regional level, where regional authorities acting within the framework of regional devel-
opment strategies are involved in cross-border cooperation in order to improve the level of so-
cioeconomic development of the region and ensure harmony between humans and nature, the
main motive for CBC is to try to solve urgent common problems of adjacent border regions of
neighbouring states through joint efforts. As a rule, such problems are primarily environmental
ones that require the consolidation of efforts due to the adjacent nature of their localisation, as
well as sociocultural to preserve the authenticity of the integrated culture of local communities
and economic, the solution of which is in the common interest of all CBC member regions to
improve the well-being of the population of remote regions.

3. At the state level, CBC for sustainable development is implemented within the framework of
national strategies of the socioeconomic development of neighbouring states in order to achieve
the Sustainable Development Goals and solve the problems of border regions that are of na-
tional importance while being motivated by issues of national security, the effectiveness of the
implementation of the concept of sustainable development, foreign economic policy, and foreign
policy course, overcoming the problem of the economic peripherality of regions remote from the
centre in order to balance regional development.

4. At the Pan-European level, the CBC of regions for sustainable development is intended to pro-
mote integration processes in Europe, where sustainable development has long been the basis
of national strategies and the EU as a whole. Cooperation with the border regions of the EU
countries provides unlimited opportunities for adopting progressive experience in implementing
the concept of sustainable development, participating in sustainable development programmes
financed from EU funds, as well as implementing joint projects and adapting to the social, eco-
nomic, and environmental standards of the Union. The main motive in this case is geopolitical,
and given the latest trends in the political life of the international community, namely the full-
scale war unleashed by Russia against Ukraine and the entire civilised world, it is clear that
the mutual desire of the EU and Ukraine to formally join the democratic community by making
it a full member of the EU and NATO stimulates the development of all forms of international
cooperation in priority areas that would contribute to the maximum economic convergence of
these countries.

Therefore, the analysis of the subject area of the region’s CBC for sustainable development has
shown that the ER-cross-border model of sustainable development of regions should include mo-
tives at all levels of implementation of such cooperation as key entities.

An analysis of the subject area of CBC of regions for sustainable development in times of war

At this stage of our research, it is important to take into account the fact that such identification
of the motives for cross-border regional cooperation for sustainable development may be biased in
the conditions in which the regions of Ukraine at war and the regions of the EU countries along its
eastern border, which are also under tension due to their geographical proximity, and, in addition,
have taken on the main burden of helping Ukrainian refugees. Under the force majeure conditions
created by the Russian-Ukrainian war, when mortal danger looms and the issue of physical survival
is becoming more urgent, when there is no certainty about the near future, the motivation of CBC
participants at all levels can change unpredictably depending on the situation at the front and the
political and economic consequences that follow. Since it is impossible to predict the duration of the
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war and the exact course of events, it is necessary to adapt to the current conditions and identify
the strongest motive dominant in the relevant conditions, which will not lose its relevance even after
Ukraine’s victory and is distinguished from others by its particular strength and stability, which will
guarantee the effectiveness of the cross-border model of sustainable development of regions in the
current environment.

To this purpose, we propose to turn to the theory of motivation. In our opinion, the motivational-
hygienic theory of Frederick Herzberg (Kurt, 2022), which is based on the ranking of stimulating
factors into two groups: hygienic, which do not motivate, but their failure to provide has a demotivat-
ing effect; motivational — dominant, which encourage intensification of activity. The application of
this theory will allow us to identify the strongest motive that is stable in war conditions, which, when
taken into account when building a cross-border model of the sustainable development of regions,
will ensure its effectiveness in the current conditions. To do this, we will group the above motives
for implementing CBC for sustainable development, similar to Herzberg’s theory, into two groups of
factors: hygienic — those that allow maintaining CBC for sustainable development at a viable level,
do not intensify cooperation, do not encourage its growth, but their dissatisfaction will lead to disap-
pointment and loss of interest; and motivational, which allow participants of CBC for sustainable
development to be satisfied with the results and contribute to the intensification of cooperation, and
motivate to new achievements.

Herzberg called hygienic factors external, which form the context of activity; based on the lexi-
cal meaning of the word “context” (Lisovyi & Encyc, 2014), in the framework of our study, these
are the circumstances of the implementation of the CBC for sustainable development, on which
the actual meaning of such cooperation depends. We will try to adapt the hygienic factors in the
enterprise environment defined by the author of the theory to the field of CBC for sustainable de-
velopment as fundamental circumstances for ensuring the effective functioning of such coopera-
tion. The logic and procedure for adapting hygienic factors in the enterprise environment according
to Herzberg’s theory to the sphere of regions’ CBC for sustainable development are illustrated in
Table 1.

Table 1. Logical scheme of determining the hygienic factors of the implementation of the regions’ CBC for
sustainable development in war conditions based on the motivational-hygienic theory of F. Herzberg

Relevant

Hygienic factors

Adapting hygiene

implementation

Fringe benefits

Additional benefits
of CBC

common problems of the
adjacent border regions of
neighboring states by joint
efforts

of socioeconomic
development of the
region, ensuring
harmony between
humans and nature

in the enterprise factors to the Matc'hmg hygle_n e factors objective of CBC Appropriate
. . with the motives for . . level of
environment field of CBC . . implementation s
- . implementing CBC for . objective
(according to for sustainable . for sustainable .
sustainable development realization
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Table 1. — cont.
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Source: Own elaboration.

As can be seen from Table 1, the hygienic factors of implementing the regions’ CBC for sustain-
able development correlate with the motives that ensure the achievement of the objectives of this
type of international interregional cooperation at the local, regional, and national levels. Therefore,
according to the theory, such motives cannot be decisive and serve as powerful catalysts for the ac-
tivation of the regions’ CBC for sustainable development, especially in force majeure conditions of
war. None of them can withstand the impact of war. Thus, the benefits of CBC — the economic, so-
cial, or environmental effect of implementing cross-border projects, as well as the improvement of
the living standards of its participants — ensure the achievement of the objective of the local level of
CBC implementation, although the implementation of local cross-border sustainable development
initiatives in the context of a full-scale war may be suspended at any time for objective reasons,
such as the militarisation of all sectors of the economy and mobilisation in Ukraine, unpredictable
events, the need for physical survival, etc.

For their part, the terms of CBC implementation — such as the possibility of financing sustainable
development projects under EU programmes and funds, additional benefits, such as expanding
employment opportunities and self-realisation of citizens on both sides of the border, the opportu-
nity to adopt the experience of progressive communities in achieving the Sustainable Development
Goals, as well as maintaining good neighbourly relations with communities in border regions of
neighbouring countries through joint cultural events, educational environmental events to promote
sustainable development, trainings on eco-business, green management, internships for teachers
on greening education, etc. — contribute to improving living standards and sustainable development
in the CBC member regions as part of regional strategies that may be suspended due to the war
or postponed indefinitely.

In our opinion, the hygienic factors of the implementation of regions’ CBC for sustainable devel-
opment, which ensure the achievement of the objective of cross-border cooperation of regions at
the national level, are also not characterised by sustainability in war. Thus, ensuring the national
economic and environmental security of the regions by means of CBC — namely, the development
of border infrastructure, the increase of border crossing points, joint exercises of border services,
the installation of treatment facilities on water bodies shared by the bordering countries, the de-
velopment of a joint strategy for the socioeconomic development of the cross-border region, etc. —
may be suspended, modified, and transferred to the competence of the central authorities exclu-
sively under the influence of war.

Thus, according to Herzberg's theory of motivation, the hygienic factors of implementing re-
gions’ CBC for sustainable development identified above do not motivate participants in cross-
border cooperation of regions to intensify this process in the field of sustainable development, and,
therefore, are not decisive and can be ignored in the process of developing an effective cross-
border model of sustainable development of regions, but it should be taken into account that, on
the other hand, their provision is crucial, otherwise the mechanism of demotivation and stopping
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CBC will be launched. For example, the suspension of funding for local cross-border sustainable
development initiatives under EU programmes and funds during the war is a reasonable decision in
such circumstances, but it may cause the Ukrainian side to feel isolated, alone in its struggle, with

the lack of support, uncertainty about the future, frustration, and a loss of interest in cooperation.

Table 2. Logical scheme of determining the motivational factors for the implementation of the regions’ CBC for

sustainable development in war conditions based on the motivational-hygienic theory of F. Herzberg

regions
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Source: Own elaboration.

In turn, motivational factors are defined by Herzberg as internal factors that form the very con-
tent of the activity; according to the interpretation of the word “content” (Dictionary of the Ukr.,
2018), in the plane of our study, it is the very essence of the regions’ CBC for sustainable develop-
ment, its internal feature, its main purpose. We will adapt the motivational factors in the conditions
of an enterprise identified by the author of the theory to the sphere of the regions’ CBC for sustain-
able development as its essential purpose, based on the fundamental nature of this process, which
is to promote European integration by bringing together the economies of adjacent border regions
of neighbouring countries, levelling the barrier function of the border between them. The logic and
order of the adaptation of motivational factors in the conditions of an enterprise according to the
theory of Herzberg to the sphere of the regions’ CBC for sustainable development is illustrated in
Table 2.

As can be seen from Table 2, the motivational factors for the implementation of CBC for sus-
tainable development correlate with the motive to achieve the objective of this type of international
interregional cooperation at the pan-European level. According to the theory, it is the possibility of
Ukraine’s joining the democratic community by becoming a full member of the EU and NATO that
will serve as a powerful motive for intensifying CBC for sustainable development. Ukraine’s integra-
tion into these alliances is a high goal that the Ukrainian border regions participating in the CBC are
striving for as part of our country’s Euro-Atlantic geopolitical policy and its struggle against its barbar-
ian neighbour, as well as the border regions of neighbouring European countries that are our loyal
allies, trying to help us in every way possible in our defence of European democratic values, whose
governments have already openly stated their approval of Ukraine’s initiative to access the EU.

There is no doubt that the spirit of resistance in the Ukrainian society, as well as the amount of
assistance from the European side, is powerful without any exaggeration and will not fade away no
matter how long the war lasts until the enemy is driven from Ukrainian lands, and since Ukraine’s in-
tegration into the EU is also a kind of struggle that can separate the civilised and the savage world
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forever, it can be argued that CBC of regions for sustainable development, which can contribute to
this, will be relevant regardless of the development of events.

Thus, such a motivating factor for activating the regions’ CBC for sustainable development as
the possibility of Ukraine’s joining the democratic community by making it a full member of the
EU and NATO will not lose its stimulating effect and will be sustainable even in the face of war.
Moreover, Ukrainian communities will be happy to engage in the processes of rapprochement with
civilised Europe through joint actions to achieve the Sustainable Development Goals, as the only
true way of life defined by the progressive world in the face of the depletion of our planet’s resourc-
es, provided that an effective public awareness campaign is conducted. Therefore, it is this moti-
vational factor that should be taken into account when developing an effective cross-border model
of the sustainable development of regions. However, it should not be forgotten that, according to
the motivational-hygienic theory, hygienic factors should also be ensured; the motivational factor
alone does not reduce the level of dissatisfaction of CBC participants with inappropriate external
circumstances.

The analysis of the subject area of the region’s CBC for sustainable development in the context
of war has revealed that among the stated motives in the ER-cross-border model of sustainable
development of regions, only the motive of the Pan-European level is the strongest one and can
be recognised by an attribute-identifier that will allow to distinguish this particular instance of the
entity from all others.

The description of the ER-cross-border model of sustainable development of regions

The analysis of the subject area of the regions’ CBC for sustainable development allowed us to
develop an ER-cross-border model of sustainable development of regions, which is shown in Figure
1. Thus, the key entities of the model are sustainable development, its goal, dimensions, and mo-
tives for implementing CBC for sustainable development. According to the analysis in section 3.1,
sustainable development has one main goal, inherent only to it; the connection is mandatory. Such
a goal may also be driven by specific local interests, so the link between goal and sustainable de-
velopment is not mandatory in this case, but unspecified. Sustainable development also has three
dimensions; the connection is mandatory. These include the economic, social, and environmental
dimensions, which are designated as weak entities that complement each other and cannot exist
separately. These entities are characterised by such multi-valued attributes as an indicator, which,
although describing each of them, form part of a single comprehensive integrated indicator of the
level of sustainable development. In turn, the analysis in section 3.2 has shown that the entity “mo-
tive” for implementing CBC for sustainable development also has a mandatory connection with
the entity “sustainable development”. Each of the CBC levels is dominated by its own motive, but,
as can be seen from Figure 1, these entities are independent, as they not only are related to the
motives for implementing CBC for sustainable development, but also characterise cross-border
cooperation of regions in all other possible areas. Following the analysis in paragraph 3.3, the
model provides for the consideration of motives at all levels of CBC, and the connection is manda-
tory. The connection between the entities of the local, regional, and national levels of CBC and the
motives is optional, since the implementation of CBC at these levels can be carried out not only for
the sake of sustainable development. On the other hand, CBC at the European level is essential to
ensure the sustainable development of the CBC patrticipating regions, since the concept of sustain-
able development is a general one in the EU and permeates all sectors of the Union’s economy.
Integration processes in the cross-border regions on the border with the EU will definitely contribute
to the achievement of the Sustainable Development Goals by the Ukrainian border regions, and,
therefore, the link is mandatory. In addition, only the motive of the Pan-European level is described
by an attribute-identifier, which, unlike the others, is a key unique characteristic that distinguishes
the relevant entity from others. This means, as our study proves, that this motive stimulates the
most and, therefore, should be taken into account when selecting the performance indicators of
CBC for sustainable development, while the goals of other levels of CBC should be met by default.
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Figure 1. The ER-cross-border model of sustainable development of regions in times of war

Source: Own elaboration.

Discussion and conclusion

The development of the ER-cross-border model of sustainable development of regions made it
possible to organise a large body of theoretical knowledge in the field of sustainable development,
regional economy, and CBC in the light of current political events in the world, as well as to trace
the interrelationships between the main concepts and place emphasis. The compact visual layout
of the model at this stage of the study allows for an objective approach to the selection of indica-
tors in the construction of econometric models of sustainable regional development in the future,
as well as to the planning of cross-border regions involving the border regions of Ukraine in the
context of war.

Thus, the conceptual approach to modelling has revealed that an effective cross-border model of
sustainable development of regions in wartime should be characterised from two aspects: first, by
the economic, social, and environmental dimensions of sustainable regional development; second,
by the intensification of integration processes within the framework of the sustainable development
of the cross-border region. It means that this model should reflect the interdependence between
the complex integrated indicator of the sustainable development of the region and the indicator of
convergence of economies of the CBC member regions in the field of sustainable development.
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European experience shows that CBC has proven to be effective in promoting integration pro-
cesses. The emergence of Euroregions involving the border regions of Western Europe in the
late 1950s initiated the practice of interstate cooperation at the regional level to address common
problems of these territories, as well as to increase the mobility of people, goods, and capital, and
the prospects of the fifth EU enlargement have significantly revitalised the creation and operation
of Euroregions in Central and Eastern Europe. A striking example in this case is Poland, where the
flourishing of CBC dates back to the 1990s, when such Euroregions were created as: Euroregion
“Pro Europe Viadrina” (Germany—Poland), Euroregion “Spree—Neisse—Bober” (Germany—Poland),
Euroregion “Neisse—Nisa—Nysa” (Germany—Poland-Czech Republic), Euroregion “Pomerania”
(Germany—Sweden—Poland), and Euroregion “Baltic” (Sweden—Poland—Russia—Lithuania—Latvia—
Denmark). For comparison, there are only three active Euroregions on Ukraine’s western border
today: “Carpathian”, “Lower Danube”, “Upper Prut”; and one “Bug” — partially functioning. However,
the model we have developed is supported by a survey of Ukrainians on the direct proportional
relationship between the activities of Euroregions and Ukraine’s accession to the EU, according to
which the majority of respondents believe that the development of Euroregions contributes to our
country’s accession to the Union (Shcherba, 2008, p. 22).

In addition, our conclusions about the priority of the goal of accelerating EU accession through
the intensification of CBC compared to others that encourage border regions to international co-
operation correlate with the results of studies by such scholars as Sokyrska, Mikula, Abrudan,
Puscas, and Codruta, who believe that regional CBC is the way to EU accession (Sokyrska, 2021),
Euroregions are basic platforms in the processes of European integration (Mikula, 2004, p. 214).
In particular, border regions contribute to the preparation for the accession of countries to the
European Union (Abrudan et al., 2012, p. 85).

Nevertheless, the results of this study should be interpreted in the light of certain limitations.
First, the lack of previous research studies on the topic has led us to develop an ideal model
based on the fundamental concepts of the theory of sustainable development and CBC, which
may somewhat restrict its practical value. At the same time, we believe that such a limitation opens
wide opportunities for further research in this area. Thus, focusing on modelling, we did not pay
attention to such key issues of CBC as diffusion, implementation, mobility, etc., the investigation of
which in the future will significantly enrich the scientific results in the context, e.g. the study of the
relationship between the cross-border mobility of people, which increased significantly during the
war, and the diffusion of eco-innovations, which accompanies the process of greening the economy
for sustainable development, as well as regarding the implementation of appropriate strategies and
programmes to bring the cross-border labour market into compliance with new realities. Second,
there is a methodological limitation in determining the specific motives for the implementation of
CBC for sustainable development: it would be more reliable to confirm the empirical data with a rel-
evant sociological survey, although such a method requires a lot of time due primarily to technical
difficulties associated with the presence of a border between communities whose opinion is of
scientific interest, which significantly complicates the process of sample formation and data collec-
tion during the survey. We assume that such an improvement of research methodology in the field
of cross-border cooperation for sustainable development can be not only a perspective for further
research, but also a subject for international cooperation of regions within the framework of cross-
border projects.

Further practical implementation of the results of our research, in addition to motivated local
cross-border initiatives, is ensured by the instruments of the European Neighbourhood Policy,
namely the Instrument for Pre-Accession Assistance (IPA), which Ukraine can access as a candi-
date country for EU membership. IPA-III for 2021-2027 aims to support those reforms that contrib-
ute to sustainable socioeconomic development and bring the recipient country closer to EU values
and standards. The five thematic areas of the programme include green transition and sustainable
interconnections, as well as territorial and cross-border cooperation (Bohdan, 2022).

As can be seen from the above, the cross-border model of sustainable development of regions
allows for planning the activities of existing cross-border regions on the western border of Ukraine:
developing joint cross-border strategies, roadmaps, and programmes aimed at achieving the
Sustainable Development Goals, based on EU standards. Effective in this case will be measures
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to benchmark progressive practices of greening the economy; developing eco-innovations; fran-
chising between eco-oriented enterprises and cultural, educational, and scientific events of direct
interaction between local elites; the professional development of educators in the field of educa-
tion for sustainable development; exchange of personnel; and the promotion of an eco-responsi-
ble and empathetic lifestyle, uniting local communities in the border regions around achieving the
Sustainable Development Goals through joint efforts, as well as an informational campaign aimed
at convincing them of the reasonableness of such actions in the light of the war, etc.

We believe that it is the cross-border model of sustainable development of regions that can be
effective in the current circumstances, because in this case, the disorienting impact of the war is to
some extent levelled, and instead it stimulates the struggle, one of the forms of which is the accel-
eration of integration processes with the EU and the sustainable development of Ukraine along with
other civilised countries. The so-called “green Euroregions” along the eastern border of the Union
will be able to serve as laboratories for sustainable development, the achievements of which will be
actively disseminated to the whole of Ukraine for its rapid recovery and prosperity.
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Abstract

The article examines the key points of creating eco-industrial parks in the Lviv region and reforming existing in-
dustrial parks according to the principles of circular and green economy. The intensive increase in the number of
industrial enterprises in the Lviv region is due to the active relocation of enterprises from the war zone of Ukraine.
The purpose of the article is to justify the feasibility of creating eco-industrial parks in the Lviv region according to the
principles of circular and green economy. The authors recommend the principles of selecting industrial enterprises
in the territories of industrial parks, taking into account industrial symbiosis. As part of research cooperation, we
conducted and researched the stages of the design, construction, and development of industrial parks in the Lviv
region of Ukraine. Practical recommendations have been developed and proposed for the creation and implementa-
tion of the production of environmentally-friendly products with further processing and the secondary cycle of waste
use in order to reduce the use of natural resources and environmental pollution, and increase the socioeconomic
development of the western region of Ukraine.

Keywords

Lviv region, eco-industrial parks, environmental management, development, western region of Ukraine

Introduction

As a result of hostilities caused by the military aggression of the Russian Federation against
Ukraine and full-scale war, in many areas, a number of production facilities were destroyed and the
access of enterprises to resource and raw material and sales markets was complicated. Since the
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beginning of the full-scale invasion, 225 enterprises have relocated to the Lviv region, out of which
164 are engaged in economic activity.

The Government of Ukraine approved the procedure for developing the State Strategy for
Regional Development of Ukraine for 2021-2027 and the Action Plan for its implementation, which
is especially important in the current conditions, when armed aggression and the temporary occu-
pation of part of the territory has deepened the gap in the development of regions. There is ecocide,
large-scale mining of territories, destroyed infrastructure, blocking of logistics routes, loss of human
capital. This means that pre-war approaches to policies at the state and regional level are outdated.
In such conditions, strategic planning using a territorially-oriented and security approach is key to
the recovery and further development of Ukraine’s regions and their territorial communities. The
state regional development strategy covers 7 main areas: human capital, infrastructure, economy,
institutions, environmental protection, security, and e-government.

The relevance of the topic regarding the creation and development of eco-industrial parks (EIPs)
in the whole world lies in the need to find ways to solve environmental problems due to environmen-
tal pollution and excessive consumption of resources. An eco-industrial park is a more advanced
version of an industrial park, which, in addition to economic benefits, improves environmental and
social indicators, as well as contributes to the sustainable development of the region and territorial
communities.

Eco-industrial parks are the result of growing awareness of environmental problems and the
need for sustainable development. The general genesis of the creation of eco-industrial parks is
due to the following reasons:

— the emergence of environmental problems;
— growing social and political awareness;
— search for innovative solutions.

The first eco-industrial parks appeared in the early 1990s and the most famous of them is the
Calgary Eco-Industrial Park in Canada, founded in 1991. These parks allowed businesses to share
resources and minimise waste and environmental impact.

The concept of eco-industrial parks began to gain popularity in other countries, such as Germany,
Denmark, the USA, and others. This led to an increase in the number of EIPs and the expansion
of their capabilities.

Nowadays, eco-industrial parks are becoming more and more popular and increasingly impor-
tant in advancing the sustainability of industrial development as well as reducing its negative impact
on the environment.

Therefore, the genesis of eco-industrial parks is the result of a combination of serious environ-
mental problems, the search for innovative solutions, and an appropriate approach to sustainable
development. These parks contribute to the reduction of waste, the use of secondary resources,
and the reduction of pollution, which improves the quality of the environment and increases the
sustainability of the industrial sector.

Taking into account the deterioration of the ecological situation in Ukraine and the whole world —
within the framework of the state programme started in the pre-war period, and also destructive
changes associated with the war — it is necessary to implement progressive rehabilitation mecha-
nisms at the regional level. In particular, this involves stimulating the attraction of investments for re-
construction, the relocation of companies to the western regions, and the involvement of European
companies in cooperation with the aim, after the end of the war, of the country’s entry into the
European Union as soon as possible. In this case, the construction and implementation of industrial
parks in the western region, in particular in the Lviv region, is an important and correct decision.

Literature review

The issue of eco-industrial parks has been explored in the works of many Ukrainian and foreign
scholars. Shvets, Rozdobudko, and Solomina (2013) note that a characteristic feature of the pres-
ent is the low level of greening in the investment sphere in Ukraine and its regions. Galychyn and
colleagues (2022) emphasise that the social and ecological consequences of urbanisation require
comprehensive management of cities and their resource metabolism for long-term sustainability
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and economic prosperity. Koval and co-authors (2021) underscore that the effectiveness of man-
agement depends on investments in the development of innovative and environmentally-friendly
technologies. Latysheva and colleagues (2020) examine the position of enterprises in the competi-
tive regional space in the context of sustainable development from the perspective of three dimen-
sions of sustainability (social, economic, and environmental).

Gurochkina and Dukhno (2020), in their study on the transition process from a linear to a circular
economy in Ukraine, note that circular economy is understood as a closed-loop system based on the
recycling and utilisation of secondary raw materials. The key principles include minimising the con-
sumption of primary raw materials, restoring resources, and preserving environmental cleanliness.

Chertow (2000), exploring the concept of industrial symbiosis (IS), closely linked to the concept
of industrial ecology (IE), emphasises that the simplest IS model within the structure of IE involves
the two-way integration of two enterprises: the waste from one enterprise becomes raw material for
a neighbouring enterprise. Polovyan and Kazakova (2013) found out that depending on the sym-
biosis process, materials may require additional processing stages to be suitable for further use.
However, in the best-case scenario, with optimal choices, waste can directly serve as raw material
for another enterprise.

Researchers Shulzhik, Hrytsko, and Pekanets (2022) have demonstrated that in the conditions
of modern digital transformation, changes are occurring not only in technologies, but also in the
strategies of enterprises and organisations, reflecting a different way of thinking. Taking this into ac-
count, Maeen Md. Khairul and colleagues (2022) as well as Murillo Vetroni Barros and co-authors
(2021) argue that the concept of circular economy in the IE model allows for not only environmen-
tal but also economic effects — forming new growth points and creating new jobs. In this context,
Panchenko et al. (2013) investigated that the waste processing industry in the USA in 2010 pro-
vided 460,000 jobs with a total wage of 26 billion USD. The production and services of the industry
exceeded 90 billion USD, comparable to the publishing business or coal mining. Specifically, in the
USA, a 1% increase in the share of secondary waste use creates approximately 35,000 jobs, and
in recent years, there has been an approximately 35% growth in this regard.

In their scientific research, Murillo Vetroni Barros et al. (2021) demonstrated that the principles
of linear economy are based on the unlimited use of natural resources (production-waste), leading
to both the depletion of natural resources and environmental pollution. The researchers substan-
tiated the effectiveness of the existing eco-industrial parks worldwide, such as the Kalundborg
Eco-Industrial Park (Denmark), the Marl Chemical Park (Germany), the Korea National Cleaner
Production Centre (KNCPC), the Kawasaki Eco-Town (Japan), the Handeld Eco-Industrial Park,
and others.

The Kalundborg Eco-Industrial Park (Denmark) is one of the first and main representatives of
industrial symbiosis (Kalundborg symbiosis). The Marl Chemical Park (Germany) occupies an area
of more than six square kilometres and provides about 10,000 jobs. The Korea National Centre for
Clean Production (KNCPC) launched the National Eco-Industrial Park (EIP) in 2003 with the as-
sistance of the Ministry of Trade, Industry and Economy (MOTIE). The result is the implementation
of clean production and industry through industrial symbiosis. The Kawasaki Eco-Town (Japan) is
located in the coastal zone and concentrates production and processing, metallurgical, chemical,
petrochemical, cement, and other industries. An eco-city is a successful representative of the imple-
mentation of the system of industrial symbiosis, where industrial waste and by-products are used
as raw materials. The Handeld Eco Industrial Park (located on a small island in eastern Sweden)
is one of the best representatives of industrial symbiosis. In Norway, within the framework of the
programme (the Norwegian Innovation Clusters programme), 38 clusters have been created that
work according to the principle of the EIP. The main goal of the clusters is the development of the
economy with the maximum saving of natural resources and the preservation of the environment.

Bakulina, Lehan, and Bakhov (2019) as well as Gurochkina and Dukhno (2018), taking into ac-
count the recommendations of the UNIDO and international experience in creating eco-industrial
parks, note that the transition to a closed-loop economy based on the principles of “green econo-
my” is an individual process for each country.

Gurochkina and Budzynska (2020) emphasise that moving away from the traditional “resource-
consuming” development strategy requires a change in societal behaviour, the development of new
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concepts of public governance, and entrepreneurial activities. Justifying this, Moravska, Levytskyy,
and Schulzhyk (2020) consider that the implementation of industrial symbiosis in Ukraine is pri-
marily associated with the realisation of the principles of circular and “green” economies. Circular
economy can play a crucial role in sustainable business management (Murillo-Vélez et al., 2021).
Boix et al. (2015) proposed optimisation works dedicated to the design of eco-industrial parks.
Butturi and colleagues (2020) presented an optimisation methodology based on a multi-stakehold-
er perspective to evaluate energy symbiosis, including the integration of renewable energy sources
within parks.

Based on the experience of developed Western countries (UNIDO), Gurochkina and Budzynska
(2020) note that eco-industrial parks form the basis of circular economy, where waste from local en-
terprises is processed and recycled. In this connection, the issue of justifying the feasibility of cre-
ating eco-industrial parks in the Lviv region based on the implementation of the circular economy
system and the principles of green policy as a factor in the inclusive development of the western
region of Ukraine requires scientific research.

The aim of the study and research design

The article develops scientifically-grounded recommendations on the advisability of a gradual
transition of the economy of the Lviv region to the circular economy model, taking into account the
specific characteristics of this particular region in Ukraine. One of the goals of this article is to justify
that the creation of eco-industrial parks in the Lviv region is a factor in the inclusive development
of the western region of Ukraine.

The research methodology is based on the principles of integrity, logical consistency, complete-
ness, and scientific pluralism.

The mixed-method approach was adopted for the study. An analysis of regulatory and legislative
materials was carried out, including published domestic and foreign scientific and methodological
developments, legislative projects, legal acts, as well as standards in the field of the creation and
development of eco-industrial parks in Ukraine and abroad. In the process of analysing scientific
sources on the subject under study, the experience of the transition to the circular economy model
in economically-developed and developing countries was considered.

When conducting the research, the methods generally accepted in economic science were
used: monographic; dialectical — in the process of conceptualising the implementation and de-
velopment of EIPs in Ukraine after the end of military operations; analysis and synthesis; group-
ing — to determine the stages of EIP implementation in the Lviv region; generalisation and analysis;
economic-statistical, abstract-logical, and systemic-structural — for the formation of the principles
and methods of creating eco-industrial parks in the field of industrial activity, taking into account
industrial symbiosis. The method of complex analysis was used to justify the possibility and expedi-
ency of creating eco-industrial parks in the Lviv region.

Results and discussion

The main points of the programme of the creation and implementation of EIP in the Lviv region

As of 1%t January, 2023, there were 60 industrial parks in the Register of Industrial Parks of
Ukraine. The necessary engineering and transport infrastructure has been created in only seven
parks, while in most of them it is either absent or the improvement of the territory has just begun.
However, the most telling fact is that by and large, only one enterprise in the refrigeration engineer-
ing cluster is active. Therefore, the global state of this industry can be studied only by describing
the projects, and not by seeing them implemented in life.

In Ukraine, the current legislation on industrial parks provides extremely insignificant advan-
tages to their participants, which are clearly insufficient for this mechanism to become a catalyst for
economic development. Without an appropriate package of incentives, industrial parks in Ukraine
will not be able to attract investments, including foreign ones. Even more so during the war, be-
cause international investors will necessarily need war risk insurance.
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Considering the development of EIPs in the Lviv region, it is first of all worth focusing attention
on the existing industrial parks. It should be noted that in 2019, the EIP implementation programme
in Ukraine began.

As part of the Global Eco-Industrial Parks Programme (GEIPP), the existing industrial parks
that showed the highest potential for transition into eco-industrial parks were selected. Parks were
selected on the basis of economic, ecological, and social indicators of the participating enterprises.
According to the results of the conformity assessment, three parks were chosen for cooperation:
“Bilotserkiv Cargo Aviation Complex”, or “BVAK” (Bila Tserkva) received the highest rating and
showed the highest potential for transformation into an EIP. “Agromash” (Zaporizhia) and “Patriot”
(Sumy) are small industrial parks that have been selected and will receive development assistance
(GEIPP-Ukraine, 2024).

As a result of the recommended optimisation of production processes, a reduction in electricity
consumption by 15%, natural gas — by 20%, solid fuel — by 17%, and water — by 12% is foreseen.
The annual reduction of carbon dioxide associated with this innovative implementation of individual
links of the production process amounts to 365.27 t CO? eg/year, and financial savings amount to
67,418 EUR/year (GEIPP-Ukraine, 2024).

The armed conflict, with the start of hostilities on 24" February, 2022, has led to a regressive
economic state, with falling production and rising inflation. From April 2022, the Government of
Ukraine created the National Council for the Recovery of Ukraine from the Consequences of the
War and began planning for the post-conflict development of the country with a focus on eco-
nomic reconstruction. In this context, the issue of the development and implementation of EIP
remains a priority. Since April 2022, as part of the National Programme for Business Support and
Development of EIP, the Ministry of Economy has promoted and aided the relocation of EIPs and
individual enterprises from areas of intense hostilities to safer regions of western Ukraine. By the
method of identification and mapping, with the development of an interactive map of the composi-
tion and specialisation of enterprises located in the respective territories, the gradual transfer of
enterprises and EIPs is carried out. This technique makes it possible to maximally develop indus-
trial symbiosis and implement the most convenient placement of transferred enterprises for the
development of eco-industrial parks (Ministry of Economy of Ukraine).

Within the framework of this project, programmes of the creation and introduction of EIPs
(Table 1) are inculcated and realised, and new instruments are controlled for a power effective and
unpolluted production (Ministry of Environmental Protection and Natural Resources of Ukraine).

Table 1. Purpose, areas of activity, and performance indicators in the programme of the creation and
implementation of EIPs in the Lviv region

Title Content of the target indicators of the EIP implementation programme:

Purpose — the creation of a production complex, which is united by interdependent energy and material flows,
organisational-management, and financial-economic ties; a complex of movable and immovable
property objects;

— the complex should include: industrial-technological, transport, communal infrastructure used in
the system of production, research, and educational activities to ensure the creation and market
introduction of innovative safe technologies and industrial products.

Areas of — the production of products according to innovative technologies; processing, recycling, and recycling

activity of waste;

— resource conservation, replacing the use of non-renewable natural resources in economic activity with
secondary resources;

— energy saving and energy efficiency;

— monitoring, control, pollution reduction, and environmental protection;

— the restoration of the components of the natural environment from human-made pollution.
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Table 1. — cont.

Title Content of the target indicators of the EIP implementation programme:
Indicators — economic effect (indicators of profit, profitability, payback periods, internal profitability, etc.);
of the — ecological effect (reduction of ecological damage to the components of the natural environment,
effectiveness which is calculated, respectively, in money and in the quantitative indicators of pollution reduction:
of the EIP work discharges, emissions, placed waste in tons);

— resource-saving effect (reduction in the use of natural resources, energy, return to economic
circulation of secondary resources);

— socio-infrastructural (the development of industrial, scientific and technical, social infrastructure as well
as the modernisation and technical rearmament of existing factories, the creation of new jobs, and the
investment attractiveness of the region).

Source: Compiled by the authors based on Panchenko (2013).

The armed conflict, which began on 24" February, 2022, has resulted in a regressive economic
state, characterised by declining production and rising inflation. Recognising the urgent need for
recovery, the Government of Ukraine established the National Council for the Recovery of Ukraine
from the Consequences of the War in April 2022. The primary focus of this council is to plan for the
post-conflict development of the country, with a particular emphasis on economic reconstruction. In
this challenging context, the development and implementation of Eco-Industrial Parks (EIPs) have
emerged as a key priority.

Starting from April 2022, the Ministry of Economy has actively promoted and facilitated the relo-
cation of EIPs and individual enterprises from areas of intense hostilities to safer regions in west-
ern Ukraine. As part of the broader National Programme for Business Support and Development
of EIPs, a strategic approach is employed. The Ministry of Economy utilises identification and
mapping methods, including the development of an interactive map detailing the composition and
specialisation of enterprises in various territories. This approach enables the gradual transfer of en-
terprises and EIPs, fostering industrial symbiosis and facilitating the optimal placement of relocated
enterprises for the development of eco-industrial parks (Ministry of Economy of Ukraine).

Within the framework of this project, the Ministry of Environmental Protection and Natural
Resources of Ukraine is actively involved in implementing programmes for the creation and intro-
duction of EIPs, as outlined in Table 1. The table specifies the purpose, areas of activity, and per-
formance indicators associated with the programme of creating and implementing Eco-Industrial
Parks in the Lviv region.

Table 2. Purpose, areas of activity, and performance indicators in the programme of the creation and
implementation of EIP in the Lviv region

Purpose Areas of Activity Performance Indicators
Economic Reconstruction relocation of EIP and individual efficient transfer of enterprises from conflict zones
enterprises
Power Effective the identification and mapping of the development of an interactive map
Production enterprises
Unpolluted Production strategic placement of relocated the oromotion of industrial symbiosis and eco-
enterprises industrial park growth

Source: Compiled by the authors.

This integrated approach aims to not only address the immediate challenges posed by the
armed conflict, but also contribute to the long-term sustainable development of the Lviv region.
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The stages of the implementation of the industrial parks of the Lviv region of Ukraine

Table 3. The stages of the implementation of the industrial parks of the Lviv region of Ukraine

2 3 _ 2 4
- 8 22 = = g ga £ 2 g
=3 = > 8 4 o £ S o g ] 2
0z ] g 2 @ = ] 5 2 T < =
2% 2 55 g 3 8 g5 . g 5
£s5 E =0 1S = - z e < [y =
= | b o
Lviv Industrial | February 7, | CityPark Lviv | Private |23.9413 | Microdistrict |V and IV hazard | 12,000 $100 million | Under
Park 2014 LLC (part of “Ryasne-2", | class enterprises UsD Construction
,Ryasne-2" RYASNE-2 Lviv
LLC, majority
owned by
Dragon
Capital
Investments
Limited)
Yavorivskyi April 26, Not specified | Not 40 Yavoriv Instrument build- | Not State Preparatory
Industrial Park | 2017 specified ing, mechanical specified | budgetand | Planning
engineering, investors
metalworking,
logistics, trade,
and services
Novorozdilsky | June 15, Not specified | Not 46.4 Former state | Environmentally- | 1,150 State budget | Under
Industrial Park | 2017 specified mining and friendly products (for initial Construction
chemical based on circular works),
enterprise economy prin- Investors
territory ciples needed
Sigma Park September | Not specified | Not 15.7084 | Stary Environmentally- | 2,000- Seeking Under
Yarychiv 4, 2017 specified Yarychiv, Lviv | friendly products, | 2,500 investors Construction
Industrial Park region industrial sym-
biosis
Zahid Resurs | September | Not specified | Not 20.7662 | Horodok, Food products, 1,625 State bud- Design and
Industrial Park | 19, 2018 specified Lviv region non-alcoholic bev- get, man- Preparatory
erages, textiles, agement Work
wood process- company,
ing, machinery, investors
logistics
Business August 19, | Asset Not 17.5 Ternopillya, Food products, 1,750 Seeking Design and
Prime 2019 Management | specified Lviv region textiles, wood investors Preparatory
Industrial Park Company - processing, ma- Work
Interest Group chinery, logistics
LLC
Sparrow Park | May 14, Not specified | Not 18.8242 | Signivka, Mechanical engi- | 1,000 Company’s | Preparatory
Lviv Industrial | 2021 specified Lviv neering, logistics, own funds Work
Park light and food and inves-
industry, process- tors
ing industry
Mostysky Dry | August 2, Not specified | Not 34.5116 | Mostyskyi Polymer build- 1,150 State and Design and
Port Industrial | 2021 specified District, Lviv | ing materials, local budget, | Preparatory
Park Region furniture produc- non-state Work
tion, machinery, funds
wood processing,
logistics
Eco-industrial | Not Not specified | Not 20 Boryslav Mixed industries | Not Not Planning
park “InPark” | specified specified specified | specified Stage
Eco-smart November Not specified | Not Not Drohobych Light industry, Not Not Design and
industrial park | 11, 2022 specified | specified machine building, | specified | specified Preparatory
“HALIT” emphasis on Work
green energy

Source: Compiled by the authors.
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The strategic development planning of the Lviv region for the period 2021-2027 provides for
the development of industrial infrastructure, support for entrepreneurship, and the creation of clus-
ters and industrial parks. Thus, there are ten industrial parks in the Lviv region (GEIPP-Ukraine,
Achievement report), which are at the stage of design, planning, construction, and implementation
(Table 3).

This is a good opportunity for business not only to transfer production from troubled regions, but
also to have its representative offices in the western region.

Recommendations for the implementation of EIPs in accordance with environmental
international standards

In accordance with the international requirements of “Environmental protection” related to
the ISPR component (Inclusive and sustainable industrial development) proposed by UNIDO:
International framework regulations on eco-industrial parks and International Guidelines for
Industrial Parks (GEIPP-Ukraine, 2017), Strategies for the Development of Industrial Parks to In
2030, we have proposed recommendations regarding the need to comply with environmental mea-
sures during the construction, planning, and implementation of eco-industrial parks. These recom-
mendations are not merely indicative but imperative for fostering a harmonious coexistence be-
tween industrial progress and environmental conservation. In the light of the specified international
guidelines, our proposed measures emphasise the incorporation of ecologically-sound practices
during the construction phase, ensuring that the parks’ infrastructure is developed with minimal
ecological impact. This entails the use of environmentally-friendly construction materials, energy-
efficient technologies, and waste reduction strategies. Moreover, in the planning stage, we advo-
cate for a comprehensive environmental impact assessment to identify potential ecological risks
and devise proactive mitigation strategies. Our recommendations further stress the importance of
integrating green spaces, biodiversity conservation, and sustainable water management practices
into the parks’ layout, contributing to the creation of a balanced and ecologically-resilient industrial
ecosystem. During implementation, our guidelines call for the establishment of robust monitoring
and enforcement mechanisms to guarantee ongoing compliance with environmental standards.
This includes regular audits, performance assessments, and the implementation of corrective mea-
sures as needed. Additionally, fostering awareness and collaboration among stakeholders is high-
lighted as essential for promoting a culture of environmental responsibility within the eco-industrial
park community.

Note (Fehrer & Wieland, 2020) that the model of the circular economy, which is the basis of the
EIP, is based on the “principle of three Rs” — reduce, reuse, and recycle. This are the main prin-
ciples that must be taken into account when planning and building an EIP. In addition, when plan-
ning and building an EIP, it is necessary to use business models, taking into account the possibility
of implementation in this territory.

The processing and involvement of waste in the secondary cycle of production

Note that the storage of natural resources, waste processing, and their reuse is one of the im-
portant elements of the circular economy. The key to the realisation of the “principle of three Rs” is
undoubtedly innovative technologies.

The model of the closed cycle economy in relation to waste processing is defined as follows:
the use of waste for the production of goods (products); performance of works; the provision of
services, including reuse of waste for its intended purpose (recycling); the return of waste to the
production cycle after appropriate preparation (regeneration); the extraction of useful components
from waste for its reuse (recovery).

Taking into account the deterioration of the ecological situation in Ukraine due to the accumula-
tion of various types of waste as well as the impossibility — due to certain economic and financial
reasons — to implement individual waste processing lines, we suggest using the services of spe-
cialised companies.
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The implementation of green economy

Scientists emphasise that there is a slowdown in the implementation of rational nature management
in Ukraine, creating additional risk factors for the populating and worsening the quality of life in condi-
tions of low implementation of Greentech (Koval et al., 2021). Taking into account the environmental
situation in the world in general, and specifically on the territory of Ukraine, within the framework of
global and state policy in the field of environmental protection (Downey et al., 2021; Dankevych et al.,
2021; Belmonte-Urefa et al., 2021), environmental safety as well as land protection and management,
we have proposed practical recommendations for the implementation of the green economy:

1) Policy Frameworks:

— developing and enforcing comprehensive environmental policies that promote sustainable

practices;

— establishing clear regulations and standards for industries to reduce pollution, waste, and

resource consumption;

— providing incentives for businesses to adopt environmentally-friendly practices.

2) Investment in Renewable Energy:

— allocating funds for research and development of renewable energy sources;

— offering financial incentives and subsidies to businesses and individuals investing in renew-

able energy projects;

— encouraging the adoption of clean energy technologies in both public and private sectors.
3) Green Infrastructure:

— investing in eco-friendly infrastructure projects such as public transportation, cycling lanes,

and green buildings;

— developing and maintaining green spaces to enhance biodiversity and provide recreational

areas for communities;

— implementing sustainable water management practices, including water recycling and rain-

water harvesting.
4) Circular Economy Practices:

— promoting a circular economy by encouraging recycling, reusing, and reducing waste;

— implementing extended producer responsibility (EPR) programmes, making manufacturers

responsible for the entire life cycle of their products;

— encouraging the use of sustainable materials and design products for easy disassembly and

recycling.
5) Education and Awareness:

— implementing educational programmes to raise awareness about environmental issues and

the benefits of a green economy;

— promoting sustainable practices at schools, universities, and within communities;

— fostering a culture of environmental responsibility and stewardship.

6) Green Jobs and Training:

— investing in training programmes to develop skills for green jobs in renewable energy, energy

efficiency, and environmental conservation;

— providing incentives for businesses to create green jobs and transition existing jobs towards

sustainability;

— supporting workforce development initiatives focused on environmental sustainability.

7) Public-Private Partnerships:

— encouraging collaboration between governments, businesses, and non-profit organisations

to address environmental challenges;

— facilitating partnerships that promote sustainable practices and innovations;

— establishing platforms for sharing best practices and knowledge transfer.

8) Carbon Pricing and Incentives:

— implementing carbon pricing mechanisms such as carbon taxes or cap-and-trade systems to

internalise the environmental costs of carbon emissions;

— providing financial incentives for businesses that reduce their carbon footprint and adopt

sustainable practices.
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9) Green Finance:
— developing financial mechanisms and investment funds that prioritise environmentally-sus-
tainable projects;
— encouraging banks and financial institutions to integrate environmental criteria into their lend-
ing and investment decisions.
The implementation of green economy requires a holistic approach, involving multiple stake-
holders and addressing social, economic, and environmental aspects. It is essential to balance
economic development with environmental preservation to ensure long-term sustainability.

The main tools and strategies for the implementation of EIP in the Lviv region

A special feature of eco-industrial parks is resource-efficient and clean production, which com-
bines comparative practices in the areas of clean production, environmental efficiency, waste man-
agement, and pollution prevention. By resource-efficient and clean production we mean an ap-
proach to the effective use of natural resources (materials, water, and energy) and the reduction of
waste and emissions into the atmosphere (Kristensen & Mosgaard, 2020; Habib et al., 2021). The
Eco-Industrial Parks Toolkit contains nine different tools (Table 5).

Table 4. Tools for creating eco-industrial parks in the Lviv region

EIP tool Purpose of the tool:

Assessment Tool is to assess an industrial park against the International Eco-Industrial Park Framework (UNIDO,
World Bank and GlZ, 2017)

Capability is to monitor and report on resource savings and impacts from EIP capabilities identified and
Monitoring Tool implemented in industrial parks supported by (international) national development projects.
Capability is to monitor and report on resource savings and impacts from EIP capabilities identified and
Monitoring Tool implemented in industrial parks supported by (international) national development projects.
Policy Support Tool is to assist international development agencies (eg UNIDO) and their national partners in providing

technical support to policy makers in the planning and development of EIP policies.

Selection tool is to support the selection of industrial parks with high potential for EIP development and the
creation of successful, visible and replicable EIP projects.

Industrial symbiosis is to support the identification of industrial symbiosis opportunities (exchange of by-products
identification tool and waste) between companies. This tool can be used in existing industrial parks (brownfields)
to provide stakeholders with information on symbiosis opportunities associated with companies
operating in the park.

Source: GEIPP, 2017; GEIPP-Ukraine, 2018; Kristensen & Mosgaard, 2020; Habib et al., 2021.

Resource-efficient and clean production covers three main areas of sustainable development:
— production efficiency: the optimisation of the productive use of natural resources (materials,

energy and water);

— environmental management: the minimisation of the impact on the environment and nature by
reducing waste and emissions;

— human development: the minimisation of risks for people and communities; supporting their
development.

Being a project at the intersection of infrastructure and real estate, which involves a significant
amount of construction, the industrial park will inevitably face risks in the field of construction, with
significant financial risks associated with fluctuations in the exchange rate and interest rates on
loans taken to finance the project, the impact of crisis situations on capital markets on the ability
to raise funds for the project through the sale of securities and other instruments, the possibility of
cash gaps, etc. (Fainmesser & Galeotti, 2020; Bondarenko et al., 2021).

Creating eco-industrial parks in the Lviv region, as in any other region, requires careful planning
and management to minimise negative environmental impacts and ensure sustainable develop-
ment. Here are several measures that can help reduce risks when establishing eco-industrial parks:
— environmental assessment before commencing work;

— strategic planning;
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— the utilisation of modern technologies;

— monitoring and control system;

— collaboration with local communities;

— economic sustainability;

— waste management planning;

— developing an effective waste management system and exploring options for recycling or reus-
ing waste;

— education and public engagement.
Figure 1. presents the results of the evaluation of incentives for the development of EIPs in

Ukraine.

2020 The start of the GEIPP project in Ukraine
done Analysis of stakeholders in the field of EIP
Analysis of gaps in EIP policy

2021 EIPs are included in the Government’s National Economic Strategy until 2023
done 15t and 2" Seminars on EIP policy for decision-makers

The official Interagency Working Group on EIP Policy is established

EIP policy implementation road map

15t and 2™ meeting of the Interdepartmental Working Group on EIP Policy

2022 Analysis of stakeholders in the field of EIP (updated)

done International proposals for the EIP policy vision and roadmap

Report on EIP support mechanisms in Ukraine

EIP is included in the project of the 2030 PE Strategy

Strategic environmental assessment of the IP 2030 Strategy with an EIP
perspective

EIP policy development scenarios (Analysis of Regulatory Impact)

The draft Law on EIP has been developed (amendments to the Law on IP and
others)

34 meeting of the Interdepartmental Working Group on EIP Policy

2022 National sociological study of market readiness for EIPs
done Training course (online) for decision-makers and business in the field of EIP
Report on supply chains in the field of EIPs in Ukraine

2023 The adoption of the EIP Law has been developed

plan Adoption of EIP by-laws (criteria, verification, monitoring)

Bringing national policies into line with the International EIP framework
Development of an access to finance tool (Access to Finance tool) for EIPs in
Ukraine

Figure 1. The results of the evaluation of the development of EIPs of Ukraine in 2020-2023

In Figure 2, proposals are presented for new incentives for the EIP, which include support for
infrastructure development through the State Fund for Regional Development, partial compensa-
tion of the loan rate and non-refundable financing for the arrangement of the engineering, as well
as transport infrastructure of the parks through the expenditure of state and regional funds, state
subsidisation for construction, reconstruction, repair engineering, and transport infrastructure.

The Government has developed the Procedure for providing funds on a non-refundable basis
for the arrangement of industrial parks and/or ensuring the construction of adjacent infrastruc-
ture facilities necessary for the creation and operation of industrial parks. Upon application to the
Ministry of Economy, the applicant will be granted no more than 60 million UAH from the state or
local budget, provided that it does not exceed 80% of the project cost.
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Park management efficiency national framework conditions: EIP terminology and criteria;

» financing infrastructure development of EIPs within the framework of the State Fund for
Regional Development;

» expanding national tools for arranging EIP infrastructure;

» partial compensation of the loan rate;

» irrevocable help;

» budgetary support for infrastructure development.

Environmental indicators » national framework conditions: the deregulation of relations for production, supplies
(distribution), use of resources (raw materials, energy, water);

» platforms for sharing resources, reuse of materials and waste;

» state technological cooperation programme;

» market instruments for projects in the EIP: specialised loans, loan guarantee fund,;

» green bonds for EIP projects (pilot issues/budget support).

Social indicators » national framework conditions: a mandatory social component in the EIP Concept;

» financing the creation of social infrastructure within the framework of the State Fund for
Regional Development;

» supporting the creation of social infrastructure of EIPs at the expense of local budgets.

Economic indicators » the state programme to support the transformation of private enterprises to the level of
ElPs;

» exemption from payment of VAT when importing equipment;

» exemption from payment of customs payments when importing equipment.

Figure 2. Proposals for new incentives for EIPs

Conclusions

As a result of hostilities caused by the military aggression of the Russian Federation against
Ukraine and full-scale war, in many areas a number of production facilities were destroyed and the
access of enterprises to resource and raw material and sales markets was complicated. Since the
beginning of the full-scale invasion, 225 enterprises have relocated to the Lviv region, out of which
164 are engaged in economic activity. Most of the others have already returned to their previous
places of work or have opened branches in the region. According to the analysis, the largest num-
ber of enterprises were relocated to the Lviv, Stryi, and Drohobytsky districts. The authors empha-
sised the fact that owing to the social component, eco-industrial parks would be able not only to
help companies moving from the war zone to the Lviv region to resume their activities quickly and
efficiently, but also to provide their employees and their families with high-quality social infrastruc-
ture in western regions of Ukraine.

Considering the deterioration of the ecological situation in Ukraine and worldwide, within the
framework of the state programme initiated even before the pre-war period, as well as the de-
structive changes associated with the war, it is necessary to implement progressive rehabilitation
mechanisms at the regional level. This includes stimulating investment attraction for reconstruction,
relocating enterprises to western regions, and engaging European companies in cooperation with
the aim of expediting the country’s accession to the European Union after the war.

The article argues that the creation of eco-industrial parks in the Lviv region is the most optimal
method for inclusive development of the western region of Ukraine, based on the principles of tran-
sitioning from linear economy to circular economy.

Scientifically-grounded recommendations for a gradual transition to the circular economy model
(taking into account the specificity of the western region) are developed in the article. This transi-
tion aims to facilitate the realisation of a future where industrial progress harmoniously coexists
with environmental management, fostering the creation of a sustainable and inclusive industrial
landscape for future generations.

The implementation of the circular economy system in the Lviv region is expected to achieve the
following results: optimise the activities of economic entities, find rational methods for resource utili-
sation, ensure a closed production cycle for efficient use of existing capacities, support economic
growth rates, develop other economic sectors to replenish natural resources, increase GDP, and
expand the labour market.
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Therefore, within the framework of the UNIDO project, the article proposes specific methods
and mechanisms, and provides concrete recommendations for the planning, construction, imple-
mentation, and realisation of industrial parks in the Lviv region based on the principles of circular
economy.

The article examines the results of the work carried out in the direction of the introduction and
development of industrial parks in the Lviv region. The methods and possibilities of the transition of
already existing enterprises that work on the principles of linear economy to innovative production
on the principles of circular economy are considered. Recommendations on the selection of en-
terprises based on the principles of industrial symbiosis are provided. Following these guidelines,
we hope to contribute to the realisation of a future where industrial progress coexists harmoniously
with environmental management, fostering the creation of a sustainable and inclusive industrial
landscape for future generations.

In Ukraine, these issues are extremely important, because not only local communities of the
Lviv region will be interested in employment, but also internally displaced people and those who
will return from abroad after previous evacuation.
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Abstract

The main tasks of the study were to analyse and assess the state of infrastructure near tourist facilities based on
the results of a survey, as well as identify problems and prospects of infrastructure development. Information was
collected regarding the time spent in the settlements of the Ivano-Frankivsk and Transcarpathian regions when
visiting tourist facilities, how to get there, which food and accommodation establishments to choose, how much one
is willing to spend, additional services, leisure facilities, etc. Most of the tourists rated the recreational infrastructure
as “excellent” and “good”. The respondents expressed several wishes: the improvement of the infrastructure, the
beautification of the territory, information support, increase in the number and quality of public restrooms, and the
revitalisation of cultural and entertainment events.

Keywords

tourism, survey, consumers, evaluation, infrastructure objects

Introduction

The infrastructure of tourism ensures the activity and interaction of the subjects of the tourism
sphere, regulating material, economic, and informational flows. Thus, the state of the infrastruc-
ture and its components determine the level of tourism development. Tourism infrastructure is
designed to meet the needs of tourists and is one of the main factors in the rational use of tourism
facilities (Mel'nychenko & Shvedun, 2017). In the Law of Ukraine “On Tourism, tourist infrastruc-
ture is defined as a set of certain subjects of tourist activity (hotels, tourist complexes, camping
sites, motels, boarding houses, food, and transport enterprises, cultural and sports institutions,
etc.), which provide reception, service, and transportation of tourists (Zakon Ukrayiny “Pro turyzm”,
2015). Therefore, the main components of the tourist infrastructure include accommodation, food,
transport, additional services, and communications, all of which participate in the provision of tour-
ist services.
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According to the rating of the World Tourism Organisation (Ofitsiynyy sayt Vsesvitn'oyi turysts’koyi
orhanizatsiyi 2021), Ukraine ranked 8" in the world in terms of the number of tourist visits in 2008.
More than 20 million tourists (25.4 million) visit the country every year. The armed annexation of
Crimea in 2014 led to the loss of a third of Ukraine’s natural and recreational resources, and thus
a part of foreign tourists (Doan & Kiptenko, 2017; lvanov et al., 2020; Lozynskyy & Kushniruk, 2020;
Sass, 2020; Tomczewska-Popowycz & Quirini-Poptawski, 2021; Quirini-Poptawski et al., 2022).
The decrease in the number of tourists (to 4 million) was influenced by COVID-19. In total, 4.2 mil-
lion foreigners crossed the border in 2021 (llliashenko et al., 2021; Rutynskyi & Kushniruk, 2020).
The COVID-19 pandemic gave an impetus to the development of tourism in Ukraine and the mod-
ernisation of the existing tourist infrastructure within the framework of special state-targeted devel-
opment programmes (Sherstiuk et al., 2021; Hamkalo & Quirini-Poptawski, 2018; Hamkalo at al.,
2017; Hamkalo, 2015; Kiptenko et al., 2017; Kudta & Quirini-Poptawski, 2015; Kushniruk & Kosyk,
2017). In many scientific works, the principles of the formation and peculiarities of the development
of tourist infrastructure are disclosed (Bets & Brunets, 2012; Boiko, 2016; Brunets, 2010; Kovtunyk,
2014; Kornev, 2011; Kosharnyi, 2016; Nykytiuk & Asiutina, 2014; Trehubov, 2013; Cooper et al.,
2008). The significance of the influence of infrastructure on the development of tourism has been
studied (Kutsenko & Reshetniak, 2011; Dapkus & Dapkute, 2015; Seetanah et al., 2011).

Because tourism is a complex field connected with many other industries, one can talk about the
necessity of strategic management of the tourism infrastructure development. The majority of sci-
entists substantiated the need to implement a tourism development strategy in Ukraine, taking into
account regional aspects (Savitska & Savitska, 2013; Panasiuk, 2007; Butorina, 2016; Kuzyshyn,
2011; Petrova et al., 2018; Horina et al., 2019; Arkhypova et al., 2022; Druzhinina & Zalunina,
2015). Considering the competitiveness of the elements of the tourist infrastructure of Ukraine in
comparison with individual EU countries, some papers indicate the obsolescence of certain types
of infrastructure and the need for innovative implementations at service facilities (Lendiel, 2019;
Koshova, 2021; Jovanovi¢ & lli¢, 2016).

Transportation is one of the elements that is considered the most important and necessary for the
development of the tourist infrastructure of the state and is determined in the works by the number
of highways, railways waterways, and airports (Savchenko, 2013). An extremely important indicator
in rural areas is the presence of entrances with hard coverage to rural settlements (Kravchynskyi
et al., 2021a; Kravchynskyi et al., 2021b). Only the Ivano-Frankivsk and Transcarpathian regions
have 100% number of paved entrances to rural settlements (Derzhavna sluzhba avtomobil’nykh
dorih Ukrayiny, 2013).

Tourist infrastructure includes accommodation establishments, hotels, motels, camping sites,
boarding houses, etc., which are specially designed for the reception and accommodation of tour-
ists, and provide different levels of service and infrastructural support according to different types of
tourism. The activities of organisations that provide tourist accommodation services are inextricably
related to public catering — canteens, restaurants of all kinds, cafes, bars, fast food restaurants,
etc. The quality of service provided by employees is very important, and the need for certification to
improve the level of infrastructure is also very important (Kis et al., 2020). Additional infrastructure
includes entertainment facilities, trade and household services, tourist resources, medical care, tele-
communications, utility systems, emergency medical care facilities, Internet access, etc. The level of
technical equipment of these systems and their sufficiency depends on the uninterrupted operation
of tourism industry enterprises (Orlova, 2014). The presence of tourist information centres also plays
a big role (Muzychenko-Kozlovska, 2013). The task of the tourist infrastructure is to provide services
to the local population and tourists. In this regard, its development contributes to the tourist develop-
ment of the territory, improves the conditions and quality of life of the population, and increases the
attractiveness of the territory for guests and tourists. There is a need to create new jobs for the local
population living on its territory (Sokolova, 2010; Matiyiv et al., 2022; Klymchuk et al., 2022).

The development of tourism infrastructure in the tourist regions of Ukraine should become
a source of the replenishment of state and local budgets, a means of publicly available full-fledged
recreation and health improvement (Butorina, 2016; Orlova, 2014). An analysis of the modern theo-
retical and methodological justification of the management of the tourist infrastructure of the region
and the problems of the development of the tourism infrastructure, including the assessment of the
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ecological state, was carried out in many works (Melnychuk et al., 2022; Boshota & Papp, 2017,
Kosharnyi, 2016, Pokolodna & Pysareva, 2019). The development of the tourism sphere has now
become especially relevant under the conditions of the unfolding of a full-scale war in Ukraine and
is being investigated in some scientific and practical works, in particular the analysis of the ecologi-
cal and economic consequences of the war in Ukraine (Sak et al., 2022). After the end of the war,
military-patriotic tourism can develop in Ukraine (Barvinok, 2022).

The analysis of tourism potential in scientific works is based on the calculation of statistical indi-
cators, i.e. quantitative indicators are taken into account. However, the infrastructure of tourism as
an element of the economy has a high level of wear and tear and may not meet the requirements of
consumers of tourist services, so the opinion of tourists regarding the quality of services is impor-
tant. It is also possible to highlight the need and importance of systematic studies of the develop-
ment of tourist infrastructure, especially in the future after the end of the war.

As part of the project “Carpathian Cultural Route”, which is implemented by the public organisa-
tion “Association of Economic Development of the Ivano-Frankivsk Region (AERIF)” in partner-
ship with the Center for the Development of Small and Medium Businesses of the Maramures
County (Romania) and the Ivano-Frankivsk National Technical University of Oil and Gas within
the framework of Cross-border cooperation programs of the European Neighbourhood Instrument
Hungary-Slovakia-Romania-Ukraine 2014-2020. Selected regions in the lvano-Frankivsk and
Transcarpathian regions, within which the Carpathian Cultural Route will be designed.

The purpose of the study is to analyse tourists’ use and assessment of the state of the tourist
infrastructure in the Ivano-Frankivsk and Transcarpathian regions.

The subject of the study involves the system of tourist services provided to tourists visiting
tourist facilities in the Ivano-Frankivsk and Transcarpathian regions, and the state of use of the
infrastructure of the researched region in tourism.

The object of the study involves the objects of the tourist infrastructure of the territories of the
historical and cultural objects of the Ivano-Frankivsk and Transcarpathian regions of Ukraine.

The main tasks of the study involve:

— conducting a survey among tourists according to developed questionnaires;

— analysing the results of the survey and determining the level of their satisfaction with the tourist
infrastructure based on their evaluation;

— determining the problems and prospects of the development of the studied territories in the con-
text of the formation of the Carpathian cultural path.

The scientific novelty of the research lies in the fact that by analysing the results of sociologi-
cal research with the help of a questionnaire, trends, problems, and prospects for the growth of
tourist flows of historical and cultural heritage in the lvano-Frankivsk and Zakarpattia regions were
revealed for the first time.

Materials and methods

The methodology of studying cultural and historical objects is based on the method of obtain-
ing information by interviewing tourists in the locations of historical and cultural objects (Wu et al.,
2017; Yavorska et al., 2018). A questionnaire was used, which included questions of both closed
and open type, with the possibility of obtaining wishes from the respondents. A sociological re-
search questionnaire should exclude the subjective factor and the imposition of one’s opinion on
the respondent as much as possible. That is why an accumulated approach and the creation of
a methodology was proposed, which consists of both numerical (statistical) indicators and the re-
sults of surveys of tourists’ opinions as well as subjective evaluation characteristics. The question-
naires were pre-tested at a meeting of the project’s expert group, at the tourism department of our
university, which conducted the survey, and then used for interviews.

This approach made it possible to analyse the problem from the point of view of the con-
sumer of tourist services within the cultural heritage places (Nesterchuk et al., 2021; Simkiv et
al.,, 2021). The interpretation of the results of the questionnaire made it possible to select the
most attractive tourist objects of the researched region to substantiate their inclusion in the tour-
ist route “Carpathian Cultural Route”. The research is the first step in the project implementation
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methodology and its results will be used in the formation of new initiatives launched within the
project, aimed at creating and promoting the “Carpathian Cultural Route” on the market of tourist
services, as well as refining and further filling the “Carpathian Cultural Route” mobile application
(https://qr.page/g/2W7zfpClbdU, for Android). The questionnaire is one of the most popular meth-
ods of quantitative sociological research (levdokymov et al., 2018; Prykhodko et al., 2023). As a re-
sult of the development of the digitalisation of society, online survey appeared (Krool et al., 2021).

This method is cheaper than a conventional survey, but the accuracy of the obtained data is
lower due to the complexity of the representative sample (Sardak et al., 2020). The authors chose
a face-to-face interview. The survey was conducted from October to December 2021. Restrictions
imposed by the situation with the COVID-19 pandemic have created difficulties for everyone’s sur-
veys (Zelinska et al., 2021). 2.5% of the population must be surveyed to receive objective infor-
mation (Arkhypova et al., 2023). Surveys of tourists were conducted on the territory of historical
and cultural objects. The total number of cultural and historical monuments from protection status,
including local, does not exceed 500, taking into account the data provided by the Department of
Culture of the Ivano-Frankivska and Zakarpattia regional state administration. A database was cre-
ated of 140 objects that were the most visited and located along the transversal border highways
Lviv-Rohatyn-lvano-Frankivsk-Yaremche-Rakhiv-Solotvyno and  Lviv-Halych-lvano-Frankivsk-
Kolomyia-Kosiv-Verkhovyna (supervisory management of historical and cultural heritage institu-
tions of various protection statuses and significance in tourist activity). According to the recom-
mendations of the Expert Council of the Carpathian Cultural Route project, a sufficient volume of
questionnaires is 100 units. The survey was conducted in November—December 2021. 264 ques-
tionnaires were filled out in the lvano-Frankivsk and Transcarpathian regions of Ukraine.

The distribution of the sample by regions of the survey in Ukraine took place by the number of
objects of cultural and historical heritage, as well as the power of the general tourist flow (according
to the results of the sociological survey of 2018). 314 people took part in the questionnaire survey.
The sample on which the study was conducted included persons representing the adult population
(over 18 years old) by gender, age, and education (Table 1).

Table 1. A random survey sample

Gender (%) men 53.8
women 46.2
Age (years) 18-29 22.7
30-39 31.1
40-49 24.6
50-59 17
60-69 1.9
did not give an answer 2.7
Education (%) higher 76.1
secondary 18.2
not indicated 5.7
Marital status (%) married 61
unmarried 28
other 2.3
not specified 8.7
Activity (%) hired workers 37.9
entrepreneurs 30.9
housewife 8.6
students 7.1
temporarily not working 6.7
pensioners 4.1
other 4.8

Source: Research by the authors (Analytical report according to the results of the sociological survey of visitors of cultural and
historical objects, 2021).
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This number of respondents is 2.5% of the number of tourists (general population) served by
travel agents and tour operators in the Ivano-Frankivsk region in 2020 (calculated for two months
according to the data of the official statistics website (Holovne upravlinnya statystyky v Ivano-
Frankivs’kiy oblasti, 2021). This means that, for the territory of Ivano-Frankivsk region, the sample
is representative.

The respondents filled out the questionnaire immediately on the spot, which guaranteed their
complete return, and, in addition, the researcher was able to control the process of filling out the
guestionnaires, helping the respondents by clarifying certain questions. The respondents also as-
sessed the tourist infrastructure of the object’s location. These are important characteristics of the
object that allow us to assess the possibility of involving objects in tourist routes and the readi-
ness of tourist destinations to accept new tourist groups. The respondents could rate the level of
infrastructural provision in points from 1 — the lowest level to 10 — the highest level of infrastructure
development.

Results and their analysis

In the process of organising tourist activity within tourist facilities, an important aspect is the
possibility of forming a service complex, including accommodation, nutrition, services of entertain-
ment and health establishments, etc. For this purpose, information on the availability and access
of tourist services and other tourist entities was evaluated in the course of the study. During the
survey, it was found out what services are provided within the tourist facility, and this information
was compared with other answers of the respondents. The information will be useful for assessing
the possibilities of increasing the monetisation of the objects and for developing recommendations
for them to increase their attraction capacity. Mainly, tourists visiting famous cultural and historical
sites stay in the settlements of the Ivano-Frankivsk and Transcarpathia regions for several hours,
as was indicated by 25% of the respondents. 20.8% of the respondents go on vacation for 1 day,
17.4% — for 3 days, 16.7% — for 2 days, 9.5% — for 4—6 days, and 7.2% — for 7-10 days. Only
a small part of the respondents (1.9%) stayed in the settlement for more than 10 days (Fig. 1).
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hours than 10 answer
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Figure 1. The number of days of stay in the settlement,%

According to the results of the research, 30% of the tourists stay in hotels during the trip, 23.9% —
in private estates, 8.3% — with friends, 6.8% — with relatives, 7.2% — in hostels, 2.3% of the re-
spondents stay in sanatoriums, and 1.9% — in pensions (Fig. 2). However, 12.5% of the surveyed
tourists do not stay in accommodation facilities, because they visit cultural and historical objects
passing through, as well as during one day.
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Figure 2. The distribution of the respondents’ answers to the question “What type of institution did you stay in?”

Regarding food establishments, the majority of tourists (25.7%) chose a café, 22.2% — a restau-
rant, 18.6% — independently, 15.1% — preferred home cuisine, 12.9% of the respondents indicated
that food is included in the price of accommodation and 5.5% of the interviewees eat in a dining
room (Fig.3).
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Home cuisine

Dining room

Cafe 25,7%

22,2%

T T T T |
0,0% 7,5% 15,0% 22,5% 30,0%

Restaurant

Figure 3. The distribution of the respondents’ answers to the question “Where do you usually eat?”

In 2020, the number of restaurants and cafes in Ukraine decreased by almost 4,000 establish-
ments. At the beginning of 2021, 14,700 restaurants, cafes, and bars were operating, compared
to the beginning of 2020, when 18,600 establishments were operating in Ukraine. Accordingly, the
volume of the restaurant market decreased by almost 30% in 2020. This is the result of several
lockdowns, quarantine restrictions on the restaurant business, and the absence of foreign tourists
(Zhurnal Forbs v Ukrayini, 2020; Derzhavna sluzhba statystyky v Ukrayini, 2020). Today, the war
on the territory of Ukraine also imposes restrictions on the activity of food establishments, although
there are no official statistics. However, in the western part of the territory of Ukraine, the tourist infra-
structure was not as affected by the consequences of the war as in the southern and eastern parts.

In the course of the survey, the respondents were asked to assess the state of the infrastruc-
ture in terms of the availability of food trade establishments and food establishments in the re-
gion, where 1 meant that establishments are practically absent and 10 — that establishments are
numerous, serving a sufficient number of different consumers and tourists. Five groups of the
answers were ranked: the 1%t group included objects with an assessment of 9 and 10 points, the
2" group — those assessed for the presence of trade and food establishments at 8 and 7 points,
the 3" group — 6 and 5 points, the 4" group — 4 and 3 points, and the 5" group — 1 and 2 points.

The respondents gave the following answers, assessing the availability of food trade and food
establishments near tourist facilities. More than half of the respondents (64.7%) believe that the
territories where their facilities are located are very well and well provided with food trade establish-
ments and food establishments (very well provided — 33.8%, well provided with these establishments
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— 30.9%). These are the territories of cities and densely populated rural settlements. 8.1% of the
respondents indicated the average level of the provision of food trade establishments and food es-
tablishments. 22.8% of the respondents estimate the level of the provision of food trade territories
and food establishments as low (8.8%) and very low (14%). 4.4% of the respondents did not assess
the level of the provision of the food trade territories and food establishments (Fig. 4).

To get to the location of the cultural and historical object, 41,9% of the respondents choose
the following type of transport: their car (Table 12), 19.5% — a bus (flight), 14.4% — a bus (tourist),
13.9% — a train (Fig. 5). A small part of the respondents (3.4%) hitchhike and choose bla-bla-car.
A car (rented, taxi) is not popular among the tourists, the share of which is 3%, and a plane — 2.2%.
Less than 2% of the respondents use bicycle transport for travel.

The respondents were also asked to rate the location of the object, where 1 — location is outside
tourist centres, far from transport highways, and 10 — location is within a large city or near major
highways. We ranked the answers into 5 groups: very good location of objects — the 1t group
(those objects that were assigned 9 and 10 points), the 2" group — those that were evaluated in
terms of the location at 8 and 7 points, the 3" group — 6 and 5 points, the 4" group — 4 and 3 points,
and the 5" group — 1 and 2 points. The location of the object was rated as very good by 69,1%
of the respondents (the 1%t group of objects), good location (the 2™ group of objects — 14% of the
respondents), an average level of the location (the 3™ group of objects) of their tourist objects was
estimated by 7.4% of the respondents. 3.7% of the respondents identified a low level of location
of objects (the 4™ group), and 5.9% — as very low (the 5" group), these are mainly remote tourist
natural objects in the mountainous area (Fig. 6).
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Figure 4. The respondents’ assessment of the provision of food trade establishments and food establishments
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Figure 5. The distribution of the respondents’ answers regarding the types of transport they use to get to cultural
and historical objects
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Figure 6. The assessment of the proximity of tourist facilities to tourist centres and transport highways

The evaluation of the transport accessibility of the tourist objects within the questionnaire was
carried out on a rating scale from 1 — this is the location of the tourist object at a distance of more
than 5km from paved roads and 15-20 km from highways and railways, to 10 — directly near
a paved road, at a distance of up to 3km from the main highways and railway stations. We ranked
the answers into 5 groups: very good transport accessibility (10 and 9 points), good transport ac-
cessibility (7 and 8 points), average level of transport accessibility (6 and 5 points), low level of
transport accessibility — 4 and 3 points, and very low level of transport accessibility (with an as-
sessment of 1 or 2 points). The analysed answers to the questions made it possible to state that,
in general, the respondents rate the transport accessibility of the objects as very good (77.2%) and
good (11.8%). An average level of transport accessibility was indicated by 2.2% of the respondents,
low level — 4.4%. 3.7% of the respondents indicated a very low level of transport accessibility, these
are remote natural objects in the mountains (e.g. Ternoshora) or historical and cultural objects in
remote villages with poor roads (e.g. Ray Manor) (Fig. 7).
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Figure 7. The assessment of the transport accessibility of the tourist object

The total range of expenses of the surveyed tourists — which includes payment for accommo-
dation, food, and transport — is 200—40,000 UAH. 23.5% of the respondents answered that they
are willing to spend only 200-1,200 UAH on travel, 15.1% — 1,400-2,400 UAH, 7.6% — 2,500—
3,200 UAH, 13.2% — 4,000-8,000 UAH, 15.5% — 8,400—15,000 UAH, 5.7% — 20,000-40,000 UAH,
and 19.3% — no answer. Less than 5% of the tourists are willing to spend 2,500-2,800 UAH and
12,000-15,000 UAH for accommodation, food, and transport (Fig. 8).
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Figure 8. The distribution of the respondents’ answers to the question “How much money are you willing to spend
on accommodation, food, transport?”

In addition to funds for accommodation, food, and transport, 17.8% of the total number of the
surveyed tourists are willing to spend an additional 840 to 1,000 UAH, 12.5% of the respondents —
500-800 UAH, 11% — 4,000-5,000 UAH, 7.2% — 8,400-14,000 UAH, 6.4% — up to 400 UAH, and
19.3% — no answer (Fig. 9). Only a small number of tourists — 0.8% — can afford to spend more
than 28,000 UAH. Usually, these are foreigners, who are willing to pay a large sum of money for
tourist services.
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Figure 9. The distribution of the respondents’ answers to the question “What amount of money are you willing to
spend additionally on vacation in the Carpathian region, in addition to accommodation, food, and transport?”

The presence of trade establishments, including souvenir shops within the tourist destinations,
is an integral part of the tourist infrastructure. Trade in souvenirs is a part of the income of enterpris-
es in various tourist sectors. The assessment of trade infrastructure within the survey was carried
out on a rating scale from 1 — practically absent to 10 — numerous and serves a sufficient number
of different consumers and tourists. We ranked the answers into 5 groups: the 1%t group included
objects with an assessment of 9 and 10 points, the 2" group — those evaluated for the presence
of trade establishments at 8 and 7 points, the 3™ group — 6 and 5 points, the 4™ group — 4 and 3
points, and the 5" group — 1 and 2 points. The respondents gave the following answers, evaluating
the presence of trade establishments near tourist objects: 28.9% of the respondents indicated that
there is a significant number of trade establishments near the objects, 16.1% of the respondents
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believe that the area where their tourist objects are located has a sufficient number of trade estab-
lishments, 19.1% of the respondents indicated that the area where their tourist facilities are located
is provided with trade establishments at an average level, 10.3% of the respondents believe that
the territory does not have a sufficient number of trade establishments in industrial goods, includ-
ing souvenirs, and 22.8% of the respondents indicated that the territory is extremely insufficiently
provided with these facilities. 2.9% of the respondents did not answer the question (Fig. 10).
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H highly insufficient number
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Figure 10. The respondents’ assessment of the presence of establishments selling industrial goods, including
souvenirs, near tourist facilities

In the course of the survey, the respondents were asked to assess the presence and proximity
of health care facilities to tourist facilities, where 1 — is practically absent, 10 — are numerous and
serve a sufficient number of different consumers and tourists. In general, 52.9% of the respondents
believe that health care facilities are located very close and close enough to tourist attractions
(31.6% very close and 21,3% close). 14% of the respondents indicate the average level of proxim-
ity of these institutions. The respondents also believe that 17% of establishments are located far
from tourist attractions, and 14.7% believe that these establishments are located very far from tour-
ist attractions. 2.1% of the respondents did not answer the question (Fig. 11).
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Figure 11. The respondents’ assessment of the proximity of health care facilities

Analysing these results, it can be stated that the respondents may have their own negative ex-
perience of service in health care institutions. Since the sphere of health care in Ukraine is in a state
of reformation, we can assume that this circumstance affects the assessment by the residents of
Ukraine. The quality of communication is an important component of quality tourist infrastructure.
During the survey, the respondents were offered to evaluate the quality of mobile communication;
the survey was conducted on a rating scale from 1 to 10 points, where 1 — is no mobile communi-
cation, and 10 — mobile communication is of high quality. The majority of the respondents (82.3%)
believe that the quality of mobile communication is very good (excellent), and 8.1% of the respon-
dents believe that it is good. Less than 10% of the respondents believe that the quality of mobile
communication is insufficient: average (2.2%), low (3.7%), and very low (0.8%). This assessment
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of the quality of communication was given by those respondents whose facilities are located in
remote mountainous areas. 2.9% of the respondents were undecided about the question (Fig. 12).
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Figure 12. The respondents’ assessment of the level of mobile communication

The ecological situation in the territories of tourist destinations is considered a resource compo-
nent of the development of tourist activities. According to the UNWTO (Ofitsiynyy sayt Vsesvitn'oyi
turysts’koyi orhanizatsiyi, 2021), more than 80% of tourists prefer to rest in ecologically-clean tour-
ist destinations. Therefore, during the survey, the respondents were asked to assess the ecologi-
cal situation in the territory of the location of tourist facilities. The ecological state of the territory
was assessed on a point scale, where 1 — is a very poor ecological state, and 10 — is an excellent
ecological state of the territory. In general, the respondents assessed the ecological state of the
territory as very good and good (87.6%): 67% assessed the ecological condition as very good,
20.6% — as good. 5.9% of the respondents assessed the ecological condition of the territory at an
average level, 3.7% as a poor state, and 0.8% as a very poor condition. 2% of the respondents
were undecided about the question (Fig.13).

In the process of the research, some subjectivity and inconsistency of such assessment was re-
vealed: the respondents from the lvano-Frankivsk National Drama Theatre (named after Ivan Franko)
rated the environmental state of the territory as 10 (excellent), while the respondents from “The
Museum of Family Professions”, located nearby (across the road), rated at 6 out of 10 (average level).
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Figure 13. The respondents’ assessment of the ecological state of the tourist destination

A poor and very poor environmental state of the territories was assessed by those respondents
whose facilities are located near large industrial enterprises (Burshtynska TPP), the environmental
problems of which are periodically reported in the press, i.e. it can be assumed that such an as-
sessment by the respondents was made based on established public opinion about the problem
as well as their knowledge from the media and other sources. The organisation of life support
systems in tourist facilities affects the quality of service in them. Therefore, the respondents were
offered to give an assessment of water supply and drainage systems in the area of the location of
the tourist facility, as well as the waste management system. The survey was conducted on a rating
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scale from 1 to 10 points, where 1 is a very bad state and 10 is and excellent state, where modern
methods and approaches are used (separate waste sorting, central water supply and drainage,
water saving means, etc.). 71.4% of the respondents rated the condition as very good and good
(29,4% — excellent condition of water supply and drainage systems, waste management systems,
42% — good condition). 8.8% of the respondents assessed the state of the systems in the territory
of tourist facilities as average, 8.8% — as poor, 8.8% — as very poor (Fig.14). The state of water
supply and drainage systems as well as waste management systems were negatively assessed
by those respondents whose objects are located very far away in the mountains (e.g. Ternoshora).
They also assessed negatively objects whose arrangement has just started or is planned to be
started in the future (e.g. the Pniv Castle, Ray Manor).

The tourists encountered several problems while visiting the cultural and historical sites of the
Carpathian region. The majority of the respondents (15%) indicated that a significant disadvantage
is the poor road conditions, which complicates the movement of vehicles. A significant part of the
surveyed tourists (13.8%) indicated the limited range of services at the site, 11.7% — the absence of
cultural and entertainment establishments. Among the services the lack of which causes the great-
est discomfort, the surveyed tourists noted the following: limited access to the Internet (9.5%), the
lack of food establishments (8.5%), insufficiently developed transport connections (10.9%), littered
territory (6.3%), and unavailable mobile communication (5.1%). Regarding the improvement of
recreation in the Ivano-Frankivsk and Zakarpattia regions, according to the tourists who answered
the question, attention should be paid to: the improvement of infrastructure (22.2%), the improve-
ment of the territory (18.5%), information provision (7.4%), public restrooms (3.7%), and cultural
and entertainment events (3.7%).
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Figure 14. The assessment of the provision of the tourist destination with water supply, drainage, and waste
management systems

Conclusions

A sociological survey within the framework of the “Carpathian Cultural Route” project was con-
ducted to evaluate the cultural heritage sites of the Ukrainian Carpathian region from the point of
view of attractiveness, popularity, etc. in order to attract them to the international tourist route. The
assessment of the tourist infrastructure near the objects during the survey was carried out in order
to plan the cross-border tourist product “Carpathian Cultural Route”.

An open survey was conducted to find out the problems and expectations of the respondents
within the framework of the project and possible assistance in the implementation of their tour-
ism activities. The interpretation of the results of the questionnaire will allow the selection of the
most attractive tourist objects of the study region to substantiate their inclusion in the tourist route
“Carpathian Cultural Route”.

As a result of the research, the following was found. Mainly, tourists visiting tourist places stay
in the settlements of the lvano-Frankivsk and Zakarpattia regions for several hours and go on va-
cation for one day. Most tourists stay in hotels and private estates during their travels. As for food
establishments, most tourists choose cafes and restaurants, and eat on their own. Evaluating the
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availability of food trade establishments and food establishments near the objects, more than half
of the respondents believe that the area where their objects are located is very well and well sup-
plied with food trade establishments and food establishments. To get to the location of the tourist
object, the majority of the respondents choose their car and bus. A significant part of the respon-
dents rated the proximity of the location of tourist facilities to tourist centres and transport highways
as very good. The respondents rate the transport accessibility of tourist facilities as very good, too.
The total range of expenses of the surveyed tourists — which includes payment for accommodation,
food, and transport — is 200—40,000 UAH. Additionally, except for accommodation, food, and trans-
port, the respondents are willing to spend from 840 to 1,000 UAH on vacation in the Carpathian
region. Usually, foreigners are willing to pay a large sum of money for tourist services.

Evaluating the presence of trade establishments, the majority of the respondents indicated that
there is a significant or sufficient number of trade establishments near the objects. Also, a large
number of the respondents believe that health care facilities are located very close and close
enough to tourist attractions. The quality of communication is an important component of quality
tourist infrastructure. The overwhelming number of the respondents believe that the quality of mo-
bile communication is very good (excellent). In general, the respondents assessed the ecological
condition of the territory as very good and good (87.6%). Regarding the assessment of the provi-
sion of the tourist destination with water supply, drainage, and waste management systems, the
majority of the respondents rated the condition as very good and good, too.

Consequently, after conducting the research, it can be concluded that within the limits of tourist
destinations, there is a sufficient supply and quality of infrastructure to create a full-fledged tourist
product. Several wishes were expressed by the respondents: the improvement of the infrastruc-
ture, the improvement of the territory, information provision, increasing the number and quality of
public restrooms, and the revitalisation of cultural and entertainment events (Kachala et al., 2023).

The research is the first step of the project implementation methodology and its results will be
used in the formation of new initiatives launched within the project, aimed at creating and promot-
ing the “Carpathian Cultural Route” on the market of tourist services. The implementation of the
project, in the framework of which a sociological survey was conducted, will give an impetus to the
development of tourism in the studied region in the post-war period.
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Abstract

The article will consider various approaches to defining the essence of cultural and ethnic tourism, and analyse
the important aspects of the proposed approaches. The importance of preserving cultural heritage at the level of
international organisations is emphasised. The policy of the European Union regarding cultural and ethnic tourism
is characterised. The distribution of museums by profile and regions in Ukraine in 2021 is presented. The losses
suffered by museums during the military invasion of Russia into Ukraine were assessed. The SWOT analysis was
performed to determine the directions of the development of cultural and ethnic tourism of Ukraine in the post-war
period. Strategic directions for the development of cultural and ethnic tourism in Ukraine are proposed. Models of
state regulation of the sphere of cultural and ethnic tourism are analysed. A set of tools is proposed that will ensure
the effectiveness of the functioning of cultural and ethnic tourism. Open-air museums are characterised as a way of
preserving tangible and intangible heritage. The distribution of open-air museums by regions of Ukraine has been
made. It is proposed that tasks be solved for the full use of open-air museums in the field of cultural and ethnic tour-
ism in Ukraine, taking into account the task of protecting cultural heritage objects from destruction during martial law.
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Introduction and literature review

It can be argued that cultural tourism is a combination and establishment of friendly relations
between countries — the establishment of open relations with the external environment, combined
with the achievement of important social goals (creating jobs, reducing poverty, strengthening in-
ternational and cultural ties and educational activities, as well as establishing and restoring na-
tional identity). Cultural tourism is implemented through the organisation of trips aimed at visiting
historical and architectural monuments, monuments of culture or geography, familiarising tourists
with the natural landscape, cultural and historical heritage and modern life of a particular country
(Kochetkova, 2016).

Cultural tourism is part of the broad social phenomenon of tourism. Initially, this concept was
narrow and was associated with trips to centres of great artistic and historical value, visits to muse-
ums, galleries, theatres and architectural works, as well as participation in cultural programmes. In
the second half of the 20" century, this term became widespread; in the literature on this subject,
cultural tourism is defined as all types of travel, the reason for which is the desire to contact culture
in its multifaceted meaning (Gawel, 2011, p. 68).

Many researchers see a close relationship between tourism and culture; both concepts are
intertwined and complement each other. Tourism popularises and promotes cultural assets, and
culture encourages tourism. Cultural tourism can be called any individual or group tourist trip, the
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main motive of which is contact with cultural goods, which leads to a deepening of knowledge about
them and the entire cultural heritage of humanity (Mikos von Rohrscheidt, 2010, p. 15).

Cultural tourism is often equated with ethnic tourism, which can be considered in several directions:
1) familiarisation with a certain ethnic group, which differs from the culture of the country from

which the tourist arrived,;

2) travelling to an ethnic group where the population with common cultural values lives.

Gaworecki (1997) notes that ethno-tourism is related to the place of origin, birth, and residence
in the past of tourists and their ancestors. Kyfyak (2003) considers ethno-tourism as a trip to meet
relatives and friends, which is associated with visiting and travelling to remote regions of the coun-
try or other states.

Rohrscheidt (2008) emphasises that “ethnotourism is a tourist trip, the participants of which live
in another country, go to their place of origin or the place of origin of close relatives, or to places
that are culturally and historically connected with each other, with their own ethnic group or a group
of their loved ones”.

Siwinski and Tauber (2008) note that “ethnotourism is formed due to the active interest of social
groups that are abroad due to changing borders or emigration”. Such groups seek contact with the
country of their origin, the country of birth of their ancestors. The author believes that such a tour-
ist direction helps to preserve national consciousness and establish contacts with cultural, social,
professional, or religious organisations.

Volkov (2009) draws attention to the fact that ethno-tourism includes trips to regions inhabited by
small nationalities that do not have their own statehood or national-administrative autonomy within
other states. Havryliuk (2013) also considers ethno-tourism as a specialised tourist destination that
helps satisfy the spiritual, psychological, physiological, and social needs of tourists as well as creates
conditions for getting to know the historical, cultural, ethnographic, and spiritual heritage of a certain
ethnic group. In our opinion, this interpretation somewhat limits the concept of ethno-tourism.

Ustymenko (2009) and Orlova (2009) consider ethnic tourism as educational, the main purpose
of which is to visit ethnographic objects — the historical heritage of the people who had lived in
this territory — to get acquainted with the material and spiritual culture preserved in the authentic
environment. A similar interpretation is offered by Cherchyk and Kolenda (2008), who note that
“ethnotourism involves getting to know the history and peculiarities of the culture, lifestyle and life
of a certain people” (Cherchyk & Kolenda, 2008). Klyap and Sandor (2011) single out precisely the
nostalgic aspect of ethno-tourism.

Ethnic tourism can be both external and internal. Domestic ethno-tourism is associated with
visits to remote places by city residents to learn about the language dialect, folklore, lifestyle, and
culture. External ethno-tourism is connected with the historical motherland or the place of birth of
relatives (Klyap, 2011).

Ethnic tourism can be considered as one of the varieties of cultural tourism, which is related
to getting to know the traditional cultural and everyday features of the life of the population of
separately selected destinations. In this meaning, the components of ethnic tourism can be ethno-
graphic, religious, nostalgic, agrotourism, etc. (Khudoba, 2020).

Ethnocultural tourism is an integrated specialised type of tourism, which was formed as a com-
bination of its subspecies — such as tourismology, cultural studies, ethnography, tourism local his-
tory, and recreationology — through an interdisciplinary synthesis of their theoretical, methodologi-
cal, and applied developments (according to Petranivskii).

The definition of “ethnocultural tourism” is more comprehensive in terms of content and outlook
than ethnographic tourism, as it reflects the motivational and cognitive interest of tourists in the
spiritual and material elements of the culture of a specific people (ethnos). So, in the scientific
literature, several concepts close in meaning really have the right to exist: “ethnographic tourism”,
“ethnocultural tourism”, “ethnic tourism”. One of the effective forms of direct attraction of foreign
tourists to the country or domestic tourists to the regions is the organisation of festival movements
and folklore events. Festival tourism, as part of the event, is quite effective in stimulating the growth
of demand for cultural and educational tours, which are organised for visits to national and inter-
national fairs and exhibitions, and sports competitions, among which the world Olympics occupy
a special place (Stetsko, 2016).
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Therefore, taking into account the opinion of various scientific approaches, it is possible to pro-
pose such an interpretation of cultural-ethnic tourism, according to which it is an activity aimed at
organising trips with the aim of satisfying cognitive interest in the spiritual and material elements of
the culture of a particular ethnic group.

Data and method

The purpose of this research is to determine the place of open-air museums as one of the stra-
tegic directions of the development of cultural and ethnic tourism in Ukraine.

The research applied a number of general scientific and special research methods, which are
interconnected. The method of logical generalisation is used to determine the essence of cultural
and ethnic tourism, while analysis and synthesis — to reveal the peculiarities of cultural and ethnic
tourism in Ukraine.

The article uses statistical data posted on the official websites of the World Tourism Organisation
and the European Travel Commission in order to determine the importance of preserving and popu-
larising cultural heritage in the world at the level of international organisations.

The analytical part of the article is based on the analysis of statistical data of the State Statistics
Service of Ukraine for the distribution of museums by profile and regions in 2021.

The SWOT analysis of cultural and ethnic tourism in Ukraine was conducted. The study also
used the method of strategic planning to develop strategic directions for the development of cultural
and ethnic tourism in Ukraine, to select tools that will ensure the effectiveness of the functioning of
cultural and ethnic tourism in our country.

Research results

According to the estimates of the World Tourism Organisation, in 2020, the volume of foreign
tourist visits (inbound tourism, at least 1 night in accommodation facilities) decreased by 74% (-925
million) compared to last year. In terms of value, export losses are estimated at 1,3 trillion USD,
which is 11 times more than during the global economic crisis of 2009. The main reason is, of
course, the threat of the spread of the COVID-19 pandemic, official travel restrictions at the state
level, and voluntary self-isolation due to uncertainty about the effectiveness of treatment and a lack
of reliable information (the latter was typical of the winter-spring period of 2020; today the main
restraining factor is formal reservations). The countries of the Asia-Pacific macro-region suffered
the most (a drop in the number of foreign visits by 84% compared to last year); in the Middle East
and Africa, the negative growth rate was close to the world average (-75%); and the countries of
America and Europe suffered the least (70%) (Dekhtyar, 2021).

In 2021, the number of international tourists decreased by 1 billion, which translates into the
loss of 1.0 trillion USD in total international tourism export earnings. International tourist arrivals
increased 172% in January—July 2022 compared to 2021, but remained 43% below 2019.

Cultural tourism is a type of tourism associated with visiting cultural attractions, historical sites,
museums, theatres, concert halls, etc. It is of great importance for the development of the cultural
industry and the economy as a whole.

Cultural tourism statistics depend on many factors, such as the country or region, the number
and quality of attractions, the level of economic development, etc. Below are some global cultural
tourism statistics.

In 2019, cultural tourism accounted for about 40% of the total tourism in the world. In 2019,
cultural attractions were the main motive for travel for 49% of all tourists. According to the World
Tourism Organisation, Europe was the most popular region for cultural tourism in 2019, attracting
over 50% of all international travel. In 2019, China, India, and Italy were the most popular countries
for cultural tourism.

Cultural tourism has a significant impact on the economy. According to a study by the European
Travel Commission, every international tourist visiting Europe for cultural purposes spends an av-
erage of 1,094 EUR per trip.
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Despite the fact that COVID-19 has seriously affected tourism in general, including cultural tour-
ism, it is expected that in the future it will continue to grow, as people will always be interested in
history, culture, and art.

In the world, great attention is paid to the preservation of cultural heritage and the organisation of
cultural tourism. The International Council on Monuments and Landmarks and the Pan-European
Federation of Cultural Heritage (Europa Nostra) coordinate the efforts of countries regarding the
issue of the use of historical and cultural monuments in tourism in EU countries and the world as
a whole, which contributes to the social, cultural, and economic development of countries and re-
gions, as well as develops intercultural dialogue.

The demand for cultural tourism among the residents of the EU and the American continent is
gradually increasing, which includes getting to know the cultural and historical heritage of different
countries. In this perspective, cultural tourism can be considered as a type of developing leisure
and equated to visiting museums, libraries, and local cultural monuments. For example, more than
half of tourists visiting Italy are interested in the country’s cultural heritage. In connection with the
growing level of education of tourists and the increase in the number of older tourists, countries with
traditionally developed beach tourism are actively looking for additional attractions (Kuzmuk, 2007).

The policy of the European Union regarding cultural and ethnic tourism is recognised by:

— tourism as a factor in the renewal of cultural and architectural heritage and a source of financial
income for conservation and restoration;
— tourism as a factor of international tolerance, a way of learning about another culture.

In European countries, crisis regions consider cultural heritage as well as cultural and ethnic
tourism as a source of development. The inclusion of some cultural heritage sites in the tourism
system encourages the approval of certain renewal programmes; the creation of new museums,
open-air ethnic museums, traditional restaurants; and the arrangement of guest rooms by residents
for tourists.

European countries are characterised by advertising their cultural heritage on television and
radio, which arouses interest; there is marketing research of various target groups (youth, pension-
ers, children, young couples, families); social networks use the latest media.

The principles of modern tourism policy in European countries include decentralisation, the
delegation of powers to local self-government bodies, support of local initiatives, the development
of all forms of tourism, and comprehensive cooperation between the public and private and com-
mercial sectors (Kuzmuk, 2007).

Cultural and ethnic tourism occupies a significant place among the tourist activities of most
countries. This type of tourism can be active even in the off-season of tourist flows. In recent years,
more and more tourists have chosen (or combined) this type of tourism; e.g. European countries
support it in every possible way at the state level.

The distribution of museums by profile and regions in Ukraine for the year 2021 is presented in
Table 1. The largest number of museums regionally is located in the city of Kyiv — 40 units, in the
Poltava region — 37 units, in the Chernihiv region — 35 units; the least — in the Kherson (9 units),
Chernivtsi (10 units), Mykolaiv (12 units), and Luhansk regions. However, today, the situation has
changed due to the destruction of museums and theft of museum valuables in the temporarily oc-
cupied territories.

Military actions, unfortunately, changed this structure. There is no accurate data today, but we
know what fierce battles are taking place in the Luhansk region; the bombing of the Donetsk,
Luhansk, Mykolaiv, Sumy, Kharkiv, and Kherson regions continues; part of the Donetsk,
Zaporizhzhia, Luhansk, and Kherson regions are occupied. All this led to the physical destruction
of museums and the export of valuable exhibits to Russia.
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Table 1. The distribution of museums in Ukraine by profile and regions in 2021

Of the total number of museums
The
number scientific
of natural | historical | literary | artistic | artistical and complex | sectorial | others
museums technical
Cherkassy 29 - 12 2 1 - - 13 - 1
Chernihivska 35 - 19 2 1 2 - 6 - 5
Chernivtsi 10 - 6 - 1 1 - 2 - -
Dnipropetrovsk 26 - 6 - 2 - - 17 1 -
Donetsk 15 - 4 - 2 1 - 8 - -
Ivano-Frankivsk 26 - 11 2 2 4 - 6 1 -
Kharkiv 33 - 5 2 2 2 - 22 - -
Khersonsk 9 - 2 - 1 - - 6 - -
Khmelnytska 28 - 19 2 1 - - 4 - 2
Kirovohradsk 29 - 13 2 1 2 - 11 - -
Kyivska 24 - 7 - 1 1 - 15 - -
Luhansk 13 - 1 - - - - 11 - 1
Lviv 27 1 10 3 1 2 - 4 1 5
Mykolayivska 12 - 5 - 2 - - 5 - -
Odesa 14 - 2 1 1 4 - 5 1 -
Poltava 37 - 7 11 4 - - 15 - -
Rivne 14 - 6 - - - - 5 - 3
Sumy 17 - - 1 2 - - 11 - 3
Ternopilsk 30 - 2 5 2 3 - 15 - 3
Vinnytsia 30 - 7 4 3 1 - 14 - 1
Volynsk 16 - 9 - - - - 6 - 1
Zakarpattia 14 - 7 - 1 - - 6 - -
Zaporizhzhia 23 - 3 - 3 - - 16 - 1
Zhytomyr 23 1 8 2 1 1 - 9 1 -
the city of Kyiv 40 1 17 6 2 5 - 3 3 3
Ukraine 574 3 188 45 37 29 - 235 8 29

Source: Developed on the basis of the materials of the State Statistics Service of Ukraine (2021).

According to the report of Semeryn (2022), from 24" February to the end of August 2022, 361 ob-
jects of art and cultural institutions, as well as 142 objects of cultural heritage, were destroyed in
Ukraine. Among the damaged are 23 monuments of national and 112 of local significance. In par-
ticular, the invaders completely destroyed the building of the drama theatre in Mariupol, the cinema
in Lysychansk, the Hryhori Skovoroda museum in the Kharkiv region, the Shevchenko monument
in Borodyanka, the Sviatohirsk Lavra in the Donetsk region, and many other memorial buildings.

Russia committed the largest number of crimes against cultural heritage in the Donetsk
(130 episodes, most in Mariupol), Kharkiv (most in Kharkiv and its surroundings), Kyiv (most in the
Buchansky district), Luhansk, Chernihiv (most in Chernihiv and its surroundings), and Sumy (the
Okhtyr district) oblasts — in total, 15 out of 24 oblasts of Ukraine.

During the six months of the war, 36 museums and nature reserves were damaged or de-
stroyed: the Ivankiv Museum of Local Lore, which housed 25 paintings by the famous artist Maria
Pryimachenko, was completely destroyed; the National Museum of Grigory Skovoroda in the vil-
lage of Skovorodinivka in the Kharkiv region; the Art Museum named after Arkhip Kuindzhi; the City
Museum of Local Lore in Sumy; the Museum of History and Archaeology.
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In order to determine the directions of the development of cultural and ethnic tourism in Ukraine
in the post-war period, we suggest using a tool of strategic analysis —a SWOT analysis as a meth-
od of expert assessment.

As a result of the assessment of the SWOT analysis and the relationship between the strengths
and opportunities, the greatest support through the realisation of favourable opportunities is the

individual parties (Table 2).

Table 2. The SWOT analysis of cultural and ethnic tourism in Ukraine

Strengths

Weaknesses

1) various cultural-historical and architectural heritage in the
regions of the country

1) unsatisfactory condition of certain objects of cultural and
ethnic heritage

2) significant transit potential (international checkpoints,
transport corridors, and European highways)

2) low population density, territorial remoteness of certain
districts from the central infrastructure

3) various ethnic centres in the regions of the country

3) technical wear and tear of facilities as well as destruction
due to military actions on road infrastructure

4) the presence of an extensive museum network with
a large number of exhibits

4) insufficiently active promotion of cultural and ethnic
objects both in Ukraine and abroad

5) relatively favourable ecological situation; a significant
number of nature reserves; rich flora and fauna

5) low investment attractiveness of the tourism sector in the
country

6) competitive prices for accommodation facilities

6) low level of wages in the tourism sector

7) high social activity, volunteer movement, and patriotism of
residents

7) underdeveloped tourist infrastructure (main and auxiliary)

8) high level of specialised education

8) non-compliance of part of accommodation facilities with
international standards

9) tolerance of the population

9) unformed positive image of cultural and ethnic objects in
Ukraine and abroad

Opportunities

Threats

1) decentralisation, which will contribute to the growth of the
capabilities of local authorities regarding the arrangement
of objects of cultural and ethnic heritage

1) the destruction of monuments of cultural and ethnic
heritage during Russia’s military aggression

2) the growth of external and internal interest in objects of
cultural and ethnic heritage in Ukraine

2) the theft of museum exhibits in the occupied territories

3) the de-occupation of captured territories and end of
hostilities in Ukraine

3) decreasing the level of accessibility of objects of cultural
and ethnic heritage

4) the dissemination of information about the possibilities of
tourist accommodation facilities on international Internet
platforms

4) active military actions on the territory of the country, the
presence of temporarily occupied territories

5) legislative changes regarding the simplification of
business and investment activities

5) an increase in the cost of providing tourist services

6) increasing the potential of tourist accommodation facilities

6) the presence of a shadow sector in the tourism business

7) harmonization of the legislation of Ukraine with the
legislation of the EU regarding the regulation of the
tourism sphere

7) instability, changes in the legislative and regulatory
framework of business conduct

8) improvement of the tax and budget system

8) financial and price instability, inflationary processes

9) restoration of investment inflows in Ukraine in the post-
war period

9) damage to energy infrastructure

10) negative dynamics of population growth

11) international and internal population migration

12) decrease in the purchasing power of the population

Source: Own elaboration.

In particular, there is a growth of interest in Ukraine among foreign tourists, which will increase
the popularity of objects of cultural and ethnic heritage, unique monuments of architecture and
history of our country. Ukraine’s transit potential (international checkpoints, transport corridors and
European highways) ensure the accessibility of tourist facilities. Relatively low accommodation
prices can contribute to the development of inbound tourism. Legislative changes regarding the
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simplification of business, investment activities, and the improvement of the investment climate in

Ukraine in the post-war period will help to activate the activities of business entities in the field of

tourism.

However, today, the threats to the development of cultural and ethnic tourism in Ukraine sig-
nificantly exceed the opportunities. Therefore, it is worth focusing on the maximum preservation of
objects of cultural and ethnic tourism, historical monuments, and museum exhibits, since military
operations are ongoing and the probability of shelling peaceful cities of Ukraine is very high. This
leads to uncontrolled destruction.

We believe that it is worth paying attention to the following strategic directions for the develop-
ment of cultural and ethnic tourism in Ukraine:

1) preserving objects of the cultural and ethnic heritage of Ukraine from destruction and theft by the
occupiers: preparing endangered exhibits for evacuation to safe territory as well as maximum
possible protection of historical buildings and structures;

2) using opportunities for financing the cultural and ethnic heritage of Ukraine through participation
in international grant programmes, since there is currently no funding for state programmes in
such areas;

3) strengthening control over the implementation of the current legislation and legal acts by the
monuments protection authorities in order to make it impossible to violate the provisions on the
protection and use of the historical and cultural heritage;

4) activating the formation of cultural heritage registers of Ukraine in the form of scientific account-
ing documentation in accordance with ratified conventions and recommendations of UNESCO
and the Council of Europe.

5) creating digital catalogues of objects of cultural and ethnic heritage of Ukraine as well as creat-
ing virtual tourist products;

6) popularising and preserving intangible cultural and ethnic heritage: reviving of traditional folk
creativity, arts and crafts, and cultural traditions of national minorities (Rybchinsky, 2016; Mylko,
2022).

The strategic goal of cultural and ethnic tourism in Ukraine is to create a competitive tourist
product. The relevance of this issue is explained by the fact that tourism is an integral part of the
national and world market, although today there is no external tourism in Ukraine, except for foreign
volunteers, and internal tourism is special — local visitors and internally displaced persons.

In the future, cultural and ethnic tourism in Ukraine should become one of the factors of econom-
ic growth, a source of the replenishment of state and local budgets, a means of publicly accessible
and full-fledged recreation and health, the familiarisation with the historical and cultural heritage,
and the confirmation of Ukrainian identity.

To realise the set goal, it is necessary to follow the following main directions:

— implement effective mechanisms of financial and economic regulation of the development of
cultural and ethnic tourism;

— determine the ways, forms, and methods of stimulating the development of entrepreneurship in
the field of cultural and ethnic tourism;

— provide for measures to protect tangible and intangible objects of cultural heritage in Ukraine;

— create an effective model of investment policy in the field of cultural and ethnic tourism, taking
into account the socioeconomic interests of the state;

— improve the organisational structure of management in the field of cultural and ethnic tourism;

— ensure the rational use and restoration of the cultural and ethnic environment (Kharicheva,
2013).

The state plays an important role in the development of cultural and ethnic tourism. State regula-
tion can be presented in the form of three models.

The first model assumes the absence of a central state body regulating tourism; all issues are
resolved locally according to the principles of market self-regulation. Such a model is possible in
countries where tourism does not play an important role in the national economy or where tourism
does not require government intervention.

The second model provides for the presence of a central regulatory body in the field of tourism
and also requires significant financial investments in the development of tourist infrastructure and
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the promotion of the domestic tourist product. Such a model is used by countries for which tourism

is an important area that takes a significant share in the structure of the gross national product.

The third model requires the existence of a specialised tourism regulatory body within the min-
istry. This model is used by most European countries.

The organisational and management mechanism in the field of tourism is formed by state and
non-state organisational structures created at different levels. Their decisions are implemented
through the following levers: regulatory and legal regulation, tax policy, budgetary and financial
policy, and information and marketing support. These levers are effective and contribute to the
achievement of the main goal of the organisational and management mechanism, if powers are
clearly distributed at different levels of management and if there is a clear control of the compliance
with legal norms and defined strategic goals (Barna, 2016).

General strategies and specific tools will ensure the effectiveness of cultural and ethnic tourism.
These tools can be as follows:

1) raising awareness of the importance of tangible and intangible cultural heritage and cultural
institutions; the Ministry of Culture can take a leading role in this activity, encouraging transpar-
ency, dialogue, and accountability;

2) establishing the interaction of cultural policy and strategy for the development of cultural and
ethnic tourism with policies in other areas. For this, it is necessary to develop joint programmes
of cooperation in order to strengthen coordination between various state and non-state institu-
tions;

3) developing the potential of cultural and ethnic tourism by sharing experience and knowledge at
the national and international levels, as well as organising and distributing training courses for
employees of state and non-state institutions dealing with issues of cultural heritage and muse-
ums;

4) developing a policy for the promotion and protection of cultural and ethnic heritage through the
creation of models for monitoring the museum sector, implementing and evaluating manage-
ment standards, and improving annual reporting and planning rules in state and non-state insti-
tutions of various levels;

5) forming a strategy for the development of museums of Ukraine by increasing their potential and
improving the management of these institutions.

We believe that in the context of the formation of a strategy for the development of Ukrainian
museums as a component of cultural and ethnic tourism, special attention should be paid to open-
air museums as one of the directions of cultural and ethnic tourism. Today, the preservation of the
Ukrainian identity is a task at the level of national security of the state. Therefore, the preservation
and reproduction of authentic Ukrainian forms of economy in the form of the exhibition of open-air
museums is a necessary task.

Open-air museums (skansen) are specific museum institutions that display objects representing
the traditions and types of nature use that have developed in certain regions of the Ukrainian ethnic
group over the centuries. Such museums present traditions, features, and elements of folk life of
different regions of Ukraine.

Skansen are unique sociocultural complexes aimed at realising the recreational, developmen-
tal, and aesthetic potential of leisure time as well as at forming a spiritual personality and strength-
ening family values and traditions. The main mission of open-air museums is to convey to future
generations the uniqueness of architecture, lifestyle, and traditions of nature use of our ancestors
in conditions as close as possible to authentic (Afanasiev, 2011).

Open-air museums, which exhibit materials in original monuments, help visitors to understand
the importance of natural and cultural heritage. They also contribute to the complex perception of
information (Danyliuk, 1984).

At the end of the 19" century, the first open-air museum — “Skansen” (1891) — was opened in
Stockholm (Sweden). This name was popularised and gave its name to a major direction in science
and museum practice — “scansenology”.

In countries where the trend of creating open-air museums has not yet developed, there is arelat-
ed type of museum — eco-museums, which are intensively developing, e.g. in France (Jong, 2001).
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Open-air museums provide a combination of tangible and intangible ethnocultural heritage; they
are unique architectural and ethnographic centres in open space with small museums in separate
rooms. They carry out a complex reconstruction of the past, the historical constructions of which
form an interconnected system. Thus, tourists and guests get the opportunity to visit a reconstruct-
ed settlement of the past to have a general idea of the history of a certain country or territory.

Especially interesting are open-air museums with an animation programme that reproduces the
historical environment. In such museums, tourists can see how professional animators with their
actions reproduce the way of life, behaviour, traditional crafts, and types of activities characteristic
of a certain territory and time, e.g. the work of a miller, weaver, blacksmith, potter, carpenter, dis-
tiller, beekeeper, and many others. Sometimes visitors to the open-air museum are offered to take
part in such activities. Everyone can feel themselves in the role of a blacksmith or a potter.

The specificity of open-air museums is the possibility of direct informal communication during
the organisation of contests, holidays, performances, fairs, and performances of traditional folklore
groups. In some museums, in addition to architecture, transport of past years is also reconstructed.
Such transport in open-air museums can perform not only the function of an active exhibit, but also
the function of direct transportation, since the area of such museums can be large. Traditional cui-
sine is an integral part of open-air museums (Voloshin, 2017).

Open-air museums are created according to two concepts. In “park-type” museums, buildings
are placed without interconnection. Each building is presented separately. In this way, different
types of buildings are exhibited in the Stockholm museum. In “collection type” museums, buildings
are concentrated in the rural or urban ensembles to which they belong. This concept is based on
the principles of the creation and operation of most museums in the world.

The architecture of museum exhibits is connected with various samples of material and spiritual
culture, with the natural environment. Each object in the museum interacts with other surrounding
objects; therefore, the methods of combining and interpreting museum exhibits, which allow them
to reflect a certain idea, play an important role in the realisation of the museum’s concept. This ap-
proach dares to present the real life of Ukrainians. Such a museum is a means of active promotion
of centuries-old Ukrainian folk culture as well as the confirmation of the Ukrainian national identity
and originality.

In addition to their main task — i.e. the protection of entire complexes, settlements, and groups
of settlements at the places of their occurrence in the natural environment — museums must solve
the issue of using monuments to organise expositions of folk art.

According to the method of formation, museums are divided into:

1) relocated museums, which consist of architectural exhibits transported in a disassembled form
to a certain territory;

2) stationary museums, which are organised on the basis of monuments existing on a separate
territory: estates, streets, an entire village or city;

3) museums of mixed type, which include local and transported attractions.

We can single out the basic rules for creating open-air museums;

1) such museums are created on the basis of the restoration of a full-fledged complex or monu-
ment of an authentic historical environment;

2) such museums preserve and restore the original nature conservation plan;

3) such museums will create a new environment of monuments brought from other regions, around

a historical monument, or in an already built complex.

Discussion

The goal of all cultural and educational events in Ukrainian open-air museums is to reproduce
the traditional forms of Ukrainian folk life in its various spheres. A scientific and systematic approach
to the functioning of open-air museums will allow active popularisation of the Ukrainian culture.

Before the war, there had been 15 large and famous open-air museums in Ukraine, which gath-
ered thousands of visitors every year. Figure 1 presents the distribution of open-air museums by
regions of the country. The largest number of such complexes are located in the western, northern,
and central regions, less — in the south and east of the country.
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A successful example of an open-air museum is the museum in the village of Rokiny in Volyn.
This is the only “living” open-air museum in Ukraine. Unlike similar Ukrainian open-air museums,
there are permanent workers who spend the night in houses, heat the stove, bake bread, tend live-
stock, cultivate crops, mow hay, treat guests to Ukrainian cuisine (red borscht with donuts, derun,
uzvar, dumplings and Cossack Kulish). Every willing visitor of the museum can work with agricul-
tural implements. Many different activities are held here for different categories of the population.
Various celebrations can be celebrated here. This museum is practically a self-supporting economy
with a closed economic cycle. Various holidays, fairs, and conferences are held in the museum.
The Youth Organisation “Cossack Hart School” operates here (Kadnichanskyi, 2012).

The Museum of the History of Agriculture in Volyn (the village of Rokiny near Lutsk, the Volyn
Region) was founded in 1980. The project manager managed to disassemble, load, transport, and
install about 20 ancient architectural structures: a windmill, many huts, a village manor, an outbuild-
ing — a mill, a forge.
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Northern and central regions:
Ethnographic Museum “Ukrainian Sloboda” (Pisarivka village, Zlochiv district, Kharkiv region)
State Museum of Folk Architecture and Life of Ukraine National Academy of Sciences (Kyiv)
Museum of Folk Architecture and Life (Pereyaslav Khmelnytskyi)
Ethnographic and touristic complex “Kozatsky Chutir” (Stetsivka village, Cherkasy District, Cherkasy Region)
Ethnographic Museum “Ukrainian Sloboda” (Pisarivka village, Zlochiv district, Kharkiv region)
Museum of Folk Architecture and Life of the State Historical and Cultural Reserve “Posullya” (Pustovytivka village,
Romensky District, Sumy)
Church-ethnographic complex “Ukrainian village” (Buzova village, Kyiv region)

.
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Western region:
Lviv Museum of Folk Architecture and Life

“Gai Shevchenko” .
Transcarpathian Museum of Folk Eastern region: .
Architecture and Life (Uzhgorod) Museum of folk archl_tecture, life

Museum of Folk Architecture and Life of 4 and_ work of children
Prykarpattia (Krylos village of Halytsky Open-air museums s (the village of Perelesne,

District, lvano-Frankivsk Region) in Ukraine lavyansk district, Donetsk region)
Chernivtsi State Museum of Architecture Zaporizhia Sich (Zaporizhia,
and Folk Life . Zapotizhia region)
Museum of the History of Agriculture in
Volyn (the village of Rokyny near Lutsk,

Volyn Region) Southern region: J
Sarny Historical and Ethnographic Open-air ethnographic
Museum, a branch of the Rivne Local Lore museum “Bessarabian village
Museum (Sarny, Rivne Region) Frumushyka-Nova”

Figure 1. The distribution of open-air museums by region in Ukraine

Source: Own elaboration.

Today, the museum looks like a street in a small Volyn village. Typical Volyn huts were built here,
surrounded by peasant yards with barns, barns, wells, and mud pits. A wooden church was even
built on the territory of the museum. The temple is consecrated in honour of the Ascension of the
Lord. The open-air museum has a long house, a covered courtyard, a steam room, a tavern, and
a pottery workshop.

Conclusions

The experience of creating and operating open-air museums shows their significant role in the
preservation and popularisation of historical and cultural heritage, as well as in the development
of cultural and ethnic tourism. The main tasks of open-air museums include the preservation of
architectural monuments, household items, and examples of folk art, as well as being a place
of recreation for the local population and domestic and foreign tourists. Open-air museums are
a base for holding various folk holidays, festivals, exhibitions, and competitions, which strengthens
the preservation of folk traditions as well as the knowledge of the citizens of our country about the



Studia Regionalne i Lokalne 2024 « Special Issue 115

historical and cultural heritage of Ukrainians. Therefore, the popularisation of open-air museums

and their inclusion in the network of tourist services is extremely important.

For the full use of open-air museums in the field of tourism, it is necessary to make sure that the
following tasks are solved:

— contributing to the increase of the number of open-air museums in Ukraine, since the existing
open-air museums do not represent buildings of all regions and types. Many unique examples
of folk architecture are under the threat of destruction and need immediate transfer to museums.
Each region should have its own open-air museum;

— increasing state funding of open-air museums, since the maintenance of museum buildings
requires significant funds;

— ensuring the development of infrastructure in museums — food establishments, places of tempo-
rary living, trade in souvenir products. This will help increase tourist flows;

— supplementing museums with live animals and animal caretakers who will reproduce the daily
life as well as the material and spiritual culture of a certain era;

— actively popularising open-air museums in tourist publications at tourist exhibitions of national
and international importance, and on the Internet. This requires the creation of promotional vid-
eos in Ukrainian and English, the production of printed printed products, and the development of
presentation pages on the Internet. It is also about promoting the creation of own sites for each
existing open-air museum as well as receiving foreign guests and preparing all information in
English to convey the full flavour and explain the importance of such visits.

The proposed measures will ensure the effective functioning of open-air museums in Ukraine,
the preservation of many unique buildings, the promotion of cultural and ethnic heritage, and the
development of cultural and ethnic tourism in our country.
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Introduction

Tourism can be called one of the peaceful branches of the economy, which not only brings profit
to countries, but also performs a peace-making function, because the practice of human existence
has proven that it is important for people to travel to maintain peace. Only through dialogue and
communication between representatives of different countries, cultures, and peoples is it possible
to establish friendly relations and build a stable system of trust between people. Tourism, as one
of the powerful branches of the economy, can potentially give an impetus to the rapid recovery
of post-war territories, as it does not require large capital investments in its development in com-
parison with heavy industry. This study is about the extent of the decline of the tourism industry of
Ukraine, which is still reeling from the hostile onslaught of the aggressor country, and the search for
effective ways to quickly restore the industry. As a result of the military aggression of the Russian
Federation, the tourism sector of Ukraine faced serious challenges. Negative feedback about the
situation in the country caused a decline in the tourist flow and the general cessation of the exis-
tence of the industry in certain regions. We will be able to assess the degree of damage and the
destruction of natural and historical and cultural resources only after the end of the war. However,
monitoring and analysis are already taking place in the liberated territories of the country, and pos-
sible options for the restoration of tourism activities are being developed.

The relevance of the study is due to the need to restore the tourism industry of the post-war
territories of Ukraine, which suffered as a result of the military actions of the aggressor country.
Post-war territories of Ukraine are parts of Ukrainian regions controlled by Ukraine, the popula-
tion of which suffered material and moral losses as a result of military operations (in the Luhansk
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and Donetsk regions since 2014), where the consequences of this aggression are recorded in the
form of destroyed settlements, communications, infrastructure, destroyed or damaged natural and
cultural-historical monuments, the presence of displaced persons from temporarily occupied ter-
ritories, and a special management regime for these territories.

The theoretical-methodological and practical orientation of the work is determined by the need
to restore tourism in the post-war territories of the country as one of the possibilities for these re-
gions to get out of the depressed state. The problems of restoring tourism in post-war territories are
not considered enough in domestic science, which necessitates further in-depth research. Taking
into account the lack of thorough studies of domestic science to date regarding the implementation
of ideas for the post-war restoration of tourist activity in the affected territories, there is an objective
need to investigate this process and prompt the search for innovative directions for its post-war
restoration.

The purpose of the study is to analyse the organisation of tourist activities in the conditions of
martial law in Ukraine. To achieve the goal, the following tasks were defined:

— the state of losses of the tourism industry in Ukraine is analysed;

— the essence of the restoration process of post-war territories from the regional tourism activation
point of view in the conditions of damage or destruction of recreational potential is substantiated,;

— the main methodological provisions of the study for the tourist activity organisation in the condi-
tions of martial law in Ukraine are disclosed;

— specific examples of damaged natural and cultural-historical heritage on the territory of Ukraine
are analysed and systematised;

— the peculiarities of the functioning of the subjects of the tourism industry in the conditions of the
war in Ukraine are evaluated,

— the dominant elements of the recovery of tourism in the post-war territories of Ukraine are de-
fined and substantiated.

An analysis of previous publications and methodological basis of research

The problem of researching the vitality of the tourism industry during and after military conflicts
is not new in the scientific space. These questions had been investigated by foreign practical sci-
entists and domestic scientists. The authors of this study themselves touched on this topic in 2022
(Zavarika, 2019; Zavarika & Zelenko, 2022). In particular, Zavarika studied the issue of the socio-
geographical dimension of post-conflict tourism development using the example of the eastern ter-
ritories of Ukraine (Zavarika, 2019) and proved that conflict-related problems are interdisciplinary
in nature and cover a wide range of theoretical and applied issues, the research of which is based
on such fundamental scientific categories as post-conflict environment, post-conflict recovery, post-
conflict development, and post-conflict territory, which are considered from the standpoint of theo-
retical concepts and practical activities for the stabilisation and consolidation of peace.

The author formulated the essence of the scientific categories “post-conflict territory” — this is
a part of the territory of the state that is recovering from the consequences of the conflict in eco-
nomic, social-humanitarian, political, and ecological aspects, and is at the stage of post-conflict
development, and “post-conflict development of tourism”, which is interpreted as a system of or-
ganisational and management measures of the state and local communities, introduced in the post-
conflict territory, which are aimed at restoring and creating a new tourist infrastructure, a tourist
brand, promoting travel safety, training personnel for the industry, as well as protecting, preserving,
and nurturing a respectful attitude to tourist resources, popularising domestic tourism, etc.

The author’s vision of the essence of the scientific category “post-conflict development” is also
proposed — it is a concept that highlights measures of a political, legal, economic, and socio-
-humanitarian nature, which are used in the region of the conflict after the end of the active phase
and are aimed at the reproduction of destroyed former (or the formation of new) forms of political
and economic management, peacetime civilian authorities, and which develop a methodology for
socio-geographical research on the development of tourism in conflict conditions, which includes
six interrelated stages, in each of which relevant principles, approaches and methods are proposed
and strategic guidelines are indicated.
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The proposed ideas for the reconstruction of tourism based on the example of the eastern ter-
ritories are today, unfortunately, relevant in many regions of Ukraine.

A more actively researched question in Ukraine began to be developed after a full-scale invasion
in 2022. Therefore, some individual problems of the tourist industry functioning during a full-scale
invasion were considered by Barviniuk (2022), Bordun (2022), Bragilevich and Malska (2022),
Vlasenko (2022), Dvorska (2022), Zarubina (2022), Korchevska (2022), Magdyk (2022), Prysedska
(2022), Honchar (2022), etc. Foreign experts were not left out either (How the war..., 2022).

The “red line” of all the main conclusions based on the research results is that the losses in-
curred by the Ukrainian tourism industry are inestimable and most of the lost objects of cultural and
historical heritage will be restored with the help of modern virtual modelling tools, but for the full
restoration of natural and recreational resources, more than one year will have to pass, because
demining the territories will become the main problem of the de-occupied territories of Ukraine.
Foreign experts were not left out in this regard either (Prysedska, 2022).

What follows from the results of the analysis of the literature on post-war topics, the theoretical
foundation of these studies were the works of such well-known specialists as:

— Oxford University professor Collier (Collier, 1998; Collier & Hoeffler, 2005.), whose scientific and
practical interests are related to the study of the causes and consequences of civil wars, the
development of democracy, and international support for countries affected by the conflict;

— Professor Brinkerhoff, who studied political changes in post-conflict regions, paying special at-
tention to the analysis of the process of decentralisation and democratic transformations, which
was reflected in the works “Rebuilding governance in failed states and post-conflict societies:
core concepts and crosscutting themes” and Governance in Post-Conflict Societies: Rebuilding
Fragile States (Brinkerhoff, 2005);

— UN representative T. Addison, whose ideas are presented in particular in such publications
as From Conflict to Reconstruction: Reviving the Social Contract (Addison et al., 2001) and
“Lessons for Japanese foreign aid from research on aid’s impact” (Addison & Tarp, 2016);

— research on conflicts in Azerbaijan (Muzaffarli & Ismailov, 2009) and Georgia (Lukhutashvili &
Valishvili, 2013).

Taking into account that the biggest part of the conducted research has a fragmentary nature, it
makes sense to accumulate and systematise the available information regarding the current state
of the tourism industry in Ukraine. Statistical information and references from theState Agency for
Tourism Development of Ukraine (The State Agency..., 2022), as well as analytical materials of the
World Tourism Organization (World Tourism Organization, 2023) became the auxiliary base for the
analytical work.

The philosophical basis of the study is dialectics, which considers phenomena in the process of
development and interrelationship. The theoretical and methodological basis of the research is the
fundamental provisions of the theory of social geography, tourism, economics.

General scientific and special methods of scientific abstraction, induction and deduction, his-
torical analysis, statistical analysis, analogy, and quantitative and qualitative comparison were the
main tools of the presented research; graphic and visual analysis tools also came in handy.

The research used methods of observation and analysis of available information. It should be
noted that, in general, the information base for such a study is insufficient, since the hostilities
continue and there is no quality monitoring of the number of losses of tourist resources in the coun-
try and their current state. One of the important problems of static analysis was the unification of
statistical accounting of indicators of the tourism industry between different state bodies or public
organisations and the absence of static data. With the help of static methods, a set of geographi-
cal objects were subjected to grouping, typology, and classification. A visual representation of the
values of statistical indicators is presented in the form of tables, texts, graphs, and diagrams.

The application of the historical research method made it possible to compare current events
with past events that have taken place in Ukraine since 2014, and to determine opportunities for
the development of the tourism sector based on the example of the reconstruction of the tourism
sector in the eastern regions.

The comparative method is a supplement and correction of the structural-functional methodol-
ogy and is based on the premises that have certain general patterns of behaviour, since there is
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much in common in the social life, culture, and social system of different peoples. Therefore, the
study of the experience of other countries on this issue is also very important and necessary.

The forecasting method was used to find opportunities for the revival of tourism in the affected
areas. It performs the prognostic function of science: it is not enough to understand the essence
of the phenomenon — it is necessary to predict its development, namely to give a forecast of how
tourism will develop in the post-war period, what should be done, and how to change the situation.

The application of the specified methods contributed to obtaining more reliable scientific re-
search results and the search for new theoretical ways and practical opportunities for the develop-
ment of the tourism industry in the post-war period.

An analysis of tourism losses in Ukraine

War in our country creates new challenges for the global economic environment and risks hin-
dering the restoration of adequate confidence in the safety of travel. Despite the fact that Ukraine
accounted for less than 1% of international tourism spending in 2020, the corresponding airspace
closure as well as the ban on Russian carriers significantly affects intra-European tourism as
a whole. This also leads to deviations on long-haul flights between East Asia and Europe, which
increases costs.

The global tourism industry is capable of losing at least 14 billion USD in revenue if this armed
conflict drags on (The State Agency..., 2022).

The United Nations initiated a meeting of the UN Security Council under the Arria formula en-
titled: “Destruction of cultural heritage as a result of Russian aggression against Ukraine.” This
meeting was attended by representatives of the countries that are permanent members of the UN
as well as representatives of the International Council of Monuments and Landmarks (ICOMOS)
and UNESCO, who recently visited Ukraine (United Nation..., 2023).

Since the beginning of the war, the Russians have committed 423 crimes against Ukrainian
cultural heritage and this number is not final, as hostilities continue. Every day, both natural and
historical heritage are destroyed in the state. According to preliminary data, the damaged objects
include:

1. 128 objects of immovable cultural heritage that have the status of monuments at the official level;

2. 147 cult buildings (50 of them are directly registered as monuments of architecture, history, and
urban planning, or historically valuable buildings);

3. 136 belong to Christian communities (10 — Protestant, 125 — Orthodox, 2 — Catholic), 6 — Jewish,
4 — Islamic; 46 memorial monuments in honour of historical figures and events of the 19" till
early 21 centuries; 33 nature reserves and museums;

4. 59 cinemas and theatres, cultural centres; 40 libraries (Bordun, 2022).

Destruction and damage to immovable cultural heritage sites as a result of bombings, rocket
attacks, and artillery fire have now been recorded in 15 regions of the country. Geographically, it
covers almost the entire territory of the country from the Donetsk and Luhansk regions in the east
of the country to the Lviv region near the border with Poland in the west.

Tourist natural locations in the territories that are temporarily occupied are considered lost in-
clude: Askania-Nova, Oleshkivskiy sands, Kinborska spit, Dzharylgach, and the coast of the Sea of
Azov (Pink Salt Lakes and Henichesk, Skadovsk, Kyrylivka, Berdyansk, partially Scythian Mound,
Ochakiv). The border regions of Ukraine with the Republic of Belarus are also temporarily mined,
which makes it impossible to have a proper rest on the Volyn lakes and rafting on the rivers of the
Pripyat-Stokhid National Park.

The army of the terrorist state does not pay attention to religious buildings on the territory of the
state, which clearly shows the complete oblivion of moral qualities and the rejection of universal hu-
man values. Since the beginning of the full-scale invasion, the Russian invaders have destroyed at
least 183 religious buildings in the state, according to the press service of the Ministry of Information
Policy and Culture. 5 out of 183 structures damaged as a result of the Russian attack are Muslim,
5 are Jewish, and the other 173 are Christian. The largest number of destroyed religious buildings
is located in the Luhansk (40) and Donetsk (45) regions, followed by the Kyiv (34) and Kharkiv (25)
regions (The State Agency..., 2023).
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The most famous objects of sacred tourism that were damaged in the course of military opera-
tions are: the cathedrals of the Chernihiv Region and the Sviatohirsk Lavra, including the Saviour
and Transfiguration Cathedral of the 11" century, the Chernihiv Ditynets and historical ramparts,
the Catherine’s Church of the 18" century, the Yeletsky Dormition Monastery of the 11" century, the
Borysoglib Cathedral of the 12" century, and many others. The Chernobyl zone, which attracted
a significant number of domestic and foreign tourists interested in dark tourism, also became inac-
cessible (Vlasenko, 2022).

The infrastructure of hotels in the cities of Odessa and Chernihiv is quite badly damaged, and
almost everything in Bakhmut has been completely destroyed. However, the worst situation in our
time is with the transport infrastructure, which is part of the tourist industry complex, and without
its proper functioning, it is simply impossible to organise any tourist activity, except for walking.
The transport infrastructure facilities of Kyiv, Chernihiv, Zhytomyr, Kharkiv, Sumy, and many other
regions are damaged and unable to provide the appropriate level of service to tourists (Zarubina,
2022). The largest share of damaged monuments is located in the Kharkiv region, and destroyed
and obliterated — in Donetsk region (Fig. 1).
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Figure 1. The number and geography of affected cultural monuments

Source: Map of cultural losses..., 2022.

In general, the objects of cultural heritage suffered the most destruction in the following regions:
Donetsk, Kharkiv, Kyiv. Bombing and shelling by the Russian military damaged or completely
destroyed a significant number of churches, museums, libraries, theatres, and other institutions.
Among the objects are priceless sights, such as ancient sculptures, rare books, and world-class
paintings. Objects of cultural value that could not be destroyed by bombing are looted on a mass
basis and taken to the territory of Russia.

According to the KSE assessment data with the support of the Office of the President of Ukraine,
the Ministry of Reintegration of Temporarily Occupied Territories, the Ministry of Economy, the
Ministry of Development of Communities and Territories, and the Ministry of Infrastructure, infra-
structure damage is: 23.8 thousand km of roads, for the repair of which it is necessary to spend 29,
8 million USD; 41 railway bridges and 6.6 thousand km of railway tracks (3.6 million USD); 11 air-
ports (6.8 million USD); and 295 road bridges and intersections (1.6 million USD) (Requirement
of time..., 2022). Other transport infrastructure, such as water, for example, have not yet been
assessed. This is especially true of the water ports of Odesa and the occupied territories, which
are damaged, which has a rather negative effect on export international flows, because they were
mainly served by sea transport (The State Agency..., 2023).

The destruction of infrastructural and cultural property during hostilities has a rather negative
effect on the work of the entire tourist industry of Ukraine and affects its economic efficiency.
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One of the most important economic indicators of the tourism industry is the tourist tax paid by
tourists in hotels and other accommodation facilities, so its volume depends directly on the total
number of tourists in the region.

The corresponding amount of revenue from the payment of the state tourist tax decreased dur-
ing the 2019-2020 coronavirus pandemic. However, already in 2021, a certain process of some
revival of the tourism industry began and positive trends of increasing profits in tourism enterprises
just began to emerge, as was stopped on 24" February, 2022, any tourist activity, except for the
resettlement of internally displaced citizens.

In 2022, the amount of the tourist tax amounted to 178 million 948 thousand UAH, which is 24%
less compared to 2021 — then the total amount of the tourist tax was 235 million 461 thousand UAH
(Korchevska, 2022).

Such a drop was recorded in 14 regions of the country (Fig. 1). Basically, these are precisely
those areas that were or are in the war zone and are temporarily occupied. Thus, in the Kherson
region, the amount of the tourist tax decreased by 95%, in the Mykolaiv region — by 90%, in the
Luhansk region — by 80%, and in the Donetsk region — by 83% (Bordun, 2022).

A significant decline was also recorded in the Zaporizhia (78%), Odesa (80%), Sumy (58%),
Kharkiv (61%), Kyiv (54%), Kyiv (43%), Chernihiv (53%), and Zhytomyr (24%) regions. A 15%
decline was recorded in the Rivne and Dnipropetrovsk regions. Graphically, the dynamics of the
decrease in the amount of the tourist tax by region for 2022 is shown in Figure 2.
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Figure 2. The dynamics of the decrease in the amount of the tourist tax by region for 2022
Source: Bordun, 2022.

Due to the internal migration of Ukrainians from the frontline and occupied territories to safer
regions, an increase in the tourist tax has been recorded. Thus, the leader in terms of the amount of
tourist tax in 2022 was the Lviv region — 41 million 430 thousand UAH, demonstrating an increase
of 79% compared to 2021. The capital replenished its own budget by 31 million 474 thousand UAH.
However, in comparison with 2021, this amount is less than two times. Also among the leaders in
paying the tourist tax: Transcarpathia — 19 million 471 thousand UAH, the lvano-Frankivsk region —
17 million 956 thousand UAH, and the Cherkasy region — 12 million 555 thousand UAH. The State
Tourism Development Agency has calculated how much the state budget of the state has under-
received in taxes from the tourism industry due to military actions. Thus, for the past year 2022,
representatives of the state’s tourism industry paid 1 billion 551 million 182 thousand UAH in taxes,
which is 31% less than in 2021, when 2 billion 231 million 860 thousand UAH was allocated to the
budget (Korchevska, 2022).
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Also, it should be noted that the total number of taxpayers engaged in tourist activities de-
creased by 17% in 2022. However, it was recorded that the total number of legal entities decreased
by 14%, and the number of individuals decreased by 18% (State Tourism Development..., 2023).
The largest share of revenues to the state budget for 2022 was paid by hotels — UAH 898 million.
However, this amount is still 30% less than in 2021, when 1 billion 288 million UAH was allocated to
the budget. A 46% increase in the tax paid from the activity of hostels and boarding houses, which
are used as temporary shelter for people who were forced to leave their homes due to military
operations, was recorded. However, the share of tax paid from the activities of campsites, camp-
ing sites, and children’s recreation camps decreased by 57% — 141 million UAH of tax was paid,
as opposed to 328 million UAH in 2021 (State Tourism Development..., 2023). Tax revenues from
the activities of tourist operators, which paid 167 million 858 thousand UAH to the state budget in
2022, decreased by 35%, while in 2021 this figure was 259 million 5 thousand UAH (The State
Agency..., 2023). There was also a 27% decline in the activities of travel agencies that paid 204
million 795 thousand UAH in taxes to the state budget in 2022, while in 2021 they received 279
million 265 thousand UAH. An increase in the total amount of tax paid in 2022 was shown by the
Lviv region (273 million UAH against 215 million UAH in 2021), the Kyiv region (164 million UAH
against 125 million UAH), and the Ivano-Frankivsk region (159 million UAH against against 131
million UAH) (The State Agency..., 2023). A significant decline in tax revenues was also recorded
in the Odesa region and in Kyiv. In Odesa — by 58%, and in the city of Kyiv — by 46%.

The peculiarities of the functioning of the subjects of the tourism industry in
the conditions of war

Tourism is a rather highly profitable sphere of economic activity. The total contribution of the
tourism industry to world GDP in 2020 was 4.7 trillion USD. In many countries and regions of the
world, it acts as a certain catalyst of socioeconomic development by stimulating the development
of other sectors of the economy: public catering, transportation, etc.

In 2019-2020, the tourism industry around the world faced a rather serious challenge in its
own development — a severe crisis that was associated with the rather rapid spread of COVID-19
(Zarubina, 2022).

The borders of a significant number of states were closed, rail and air traffic stopped, and
a general self-isolation regime was introduced in a significant number of cities. Experts almost
unanimously note that there has not been such a crisis in tourism since the Second World War.
According to research by the World Travel and Tourism Council (WTTC) conducted in the spring
of 2020, the pandemic has started to reduce up to a million jobs in international tourism every day.
However, at the end of 2021 and at the beginning of 2022, a certain tendency towards the recov-
ery of this industry emerged. Already in January 2022, a fairly rapid increase in the flow of tourists
compared to 2021 was established (Fig. 3).

In Europe, according to Figure 2.3, the tourism sector increased by almost 200%, in South and
North America — by 97%, and in the Middle East — by 89%, in the Asia-Pacific region — by 44%, in
Africa — by 51%. Domestic tourism also began to recover itself (Zarubina, 2022).

However, in February 2022, the tourism industry faced a new challenge — the Russian-Ukrainian
war, which, despite its own limited geography, directly had a significant impact on the state of tour-
ism on a global scale.
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Figure 3. The growth of tourist flow in January 2022
Source: Dvorka, 2022.

European countries were the most affected. The main problems they have faced so far are the
following: the loss of Ukrainian and Russian tourists; restrictions on airlines and use of airspace;
significantly higher fuel and food costs; decrease in the income of tourist companies.

The war in our country has weakened the hopes of European states for the appropriate recov-
ery of the tourism industry after COVID-19 in Europe in the summer of 2022 due to the virtually
complete loss of the flow of Russian tourists due to the restrictions of European states in relation to
Russia and its citizens. Actually, before the pandemic interrupted global tourist flows, Russia had
been the 11" largest source of tourist arrivals in the world, and our state was 13". Based on the data
received from the World Tourism Organisation, these two countries accounted for about 75 million
tourists, or 5% of the total number of tourists worldwide. With regard to tourism expenditures, the
respective contributions of Ukrainians and Russians were even more important, totalling to more
than 50 billion USD (approximately 8% of the world total) (Globtrender Intelligence..., 2022).

Therefore, it is necessary to note the importance of both tourism markets for neighbouring
European states. Today, Russian tourists are unwanted in many areas of tourism; it is also difficult
for them to get there, given the ban on Russian airlines and the existing restrictions on the use of
airspace. At the same time, millions of Ukrainians were forced to flee the war abroad due to the
Russian invasion. For the tourism industry, this situation does not allow for development, because
refugees do not bring income to the tourism industry, unlike tourists, but, on the contrary, burden
them with certain additional costs (Zarubina, 2022).

Of course, the tourism industry, not only in Europe, but also in Ukraine, was significantly af-
fected. Because of the war, foreign and Ukrainian tourists are not able to access sea resorts. A sig-
nificant number of them are under occupation or in direct proximity to the war zone. In this case, we
are talking about the Kherson, Zaporizhzhya, and Mykolaiv regions. The resort season cannot be
held in the Odesa region either because of mined coasts and drifting mines in the sea.

Despite the fact that western Ukraine is relatively safe for tourist flows, today there are very few
of them in this area. A significant influx of tourists is not observed at any of the well-known popular
resorts — Truskavets, Bukovel, Skhidnytsia, or Shatsky lakes. Promising medical tourism — namely
reproductive medicine, health, and dentistry — was also affected by the war. Foreign tourists are
simply afraid to go to our country, and Ukrainians themselves do not have the money to do so. The
vast majority of sanatoriums were repurposed into rehabilitation centres that receive victims of mili-
tary operations (Magdyk, 2022).

The full-scale invasion of the Russian Federation into our country had a significant impact on the
further organisation of tourism in Ukraine.

As a result of the criminal actions of the Russian Federation, there was a big slowdown in the
economic and touristic development of the state, because, according to the results of 2021, our
state was among the top tourist countries in Europe and took one of the first places in the rating of
tourist and transport international accessibility.

The military aggression of the Russian Federation had a negative impact on the tourism capac-
ity of the EU Member States, among which the following should be highlighted:

— the cancellation of flights from or to Ukraine (the loss of relevant opportunities for “direct travel”
for well-off Ukrainian citizens and, accordingly, opportunities for more comfortable rest for EU
citizens in Ukraine in recreational areas and premium hotels);
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— changes in the negative direction in airline pricing (due to relevant sanctions against the Russian
Federation, there was an increase in the cost of aviation fuel by 20-30%, which, according to
the IATA (International Air Transport Association), was the main reason for the increase in ticket
prices to 80%);

— the loss of Ukrainian travellers to tourist destinations in Europe (the reason is the state of war
in the country and the decline of outbound tourism due to the still unfavourable socioeconomic
situation) (Vechersky, 2022).

It should also be noted that the functioning of the tourism sector of our country in the conditions
of martial law takes place only at the domestic level with the appropriate involvement of relatively
safe tourist areas with the help of organising the work of specialised tourist destinations, in particu-
lar in the Lviv region, Transcarpathia, the Ivano-Frankivsk region, etc.

In 2022, the organisation of international tourism in our country mostly did not exist due to the
closed air space, and the planning of trips to our country for international tourists, although not pro-
hibited, remains solely at the discretion of the travellers themselves (Brygilevich & Malska, 2022).

A large part of the population moved from their places of permanent residence, which are locat-
ed in dangerous zones to safer zones, and to ensure the location of internally displaced persons,
various types of hotels, tourist complexes, hostels, etc. were used, and for food — catering estab-
lishments that directly related to tourism business.

Under modern conditions, domestic tourism still functions, because in relatively safe regions
of the state, one can visit tourist facilities, recreation facilities, museums, etc. At the same time,
in these regions, the infrastructure is developed at a fairly high level, and logistics has undergone
much smaller deviations from usual activities (Honchar, 2022).

In relatively safe areas of the country, sightseeing tours are organised, which are free for those
people who left their homes due to military operations. In the west of our country, the excursion in-
cludes a historical component in order to better explain to people exactly those periods that Ukraine
once experienced, e.g. tour guides talk about the same criminal atrocities in 1939-1941, which can
now be seen in Irpen, Bucha, Kharkiv, Mariupol, and other villages and cities of Ukraine.

In these conditions, domestic tourism has features related to the restrictions and permits oper-
ating during the war in relatively safe central and western regions of the country. They should be
taken into account not only by tourists, but also by travel companies when planning a tour. Routes
should be formed taking into account the placement of bomb shelters. Tour guides and tour opera-
tors who make up excursion routes should take into account that in case of air danger, appropriate
bomb shelters should be available to all tourists.

It is also important when organising tours to plan tourist trips in accordance with the curfew.
In order to maintain law and order under martial law, a curfew has been established in all regions
of Ukraine. As a rule, it works starting from 23.00 to 05.00 or 00.00 to 5.00. This is precisely why
planning vacations or visits to one or other locations should be carried out with appropriate consid-
eration of this requirement (Prysedska, 2022).

It is important to observe the prohibitions, which include excursions and walks near military
or critical infrastructure facilities, holding mass events, visiting reservoirs, forests, and mountain
routes in various tourist destinations of Ukraine, resting in front-line zones, and travelling in territo-
ries that are or were in occupation.

It should be noted that each region has its own peculiarities of organising tourist activities and
recreation on its own territory. Mostly, they are related to some restrictions that apply in certain
regions (Table 1.).

Table 1. The features of the recreation and operation of tourist facilities in different regions of Ukraine

Region Features
1 2
Lviv region You can visit the forests, but it is forbidden to drive through them. Exceptions are cases

when a transit route runs through the forest or a person travels on a bicycle. You can
relax near water bodies, the corresponding list of which is determined by the military
administration.
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Table 1. — cont.

Region Features
1 2
Kyiv; Kyiv, Poltava, Volyn, It is forbidden to visit forests and green areas located outside the boundaries of
Cherkasy regions residential areas, it is allowed to rest near water bodies, the list of which is established by

the military administration.

Ivano-Frankivsk region You can visit the mountains and forests, but it is forbidden to move on them on quad
bikes, jeeps, motorcycles and buggies.
This ban also applies to the Bukovel resort.

Ternopil region It is allowed to visit the forests, but it is forbidden to build fires. All tourism facilities are
operating as usual.

Zakarpatskyy region It is allowed to go to the forests, except for the Uzhan National Park and part of the
Carpathian Biosphere Reserve, single-engine airplane flights are prohibited.

Rivne region It is allowed to visit forests, collect berries and mushrooms, except for the territories
located in the northern part of the region.

Vinnytsia region Activities in the field of tourism near water bodies are allowed, except for those places
that are not far from infrastructure facilities. It is forbidden to visit the forests.

Zhytomyr region It is allowed to visit forests, collect berries and mushrooms, except for territories located
20 km from the border with Belarus. Only those cultural institutions equipped with
shelters are allowed to work

Chernivtsi region Visiting forests is allowed. Tourist facilities are operating as usual.

Khmelnytskyi region It is allowed to visit forests with some restrictions. All tourist facilities are open as usual

Mykolaiv region It is allowed to visit the forest tracts established by the military administration with certain
restrictions

Source: Magduk, 2022.

In order to find out what changes have taken place with the entities of the tourism industry, it is
advisable to analyse the dynamics of the total number of registered entities engaged in tourism ac-
tivities in our country in the conditions of war (Bragilevich & Malska, 2022). Thus, as of 1% October,
2022, compared to 1%t April, 2022, there was a decrease in the total number of registered natural
persons engaged in business activities — travel agencies by 269 units, while the number of entities
providing other tourist services increased slightly from reservations and related related activities
(Table 2).

Table 2. The number of registered natural persons-entrepreneurs and legal entities by types of tourist activity

01.10.2022 01.07.2022 01.04.2022
Subject of the tourist industry
P E P E P E
Travel agencies 5768 4567 5847 4575 6037 4574
Tourist operators 103 2109 104 2112 106 2108
Entities providing other reservation 737 639 704 637 714 637
services and related activities

Note: P — persons-entrepreneurs, E — enterprises.
Source: Zarubina, 2022.

In turn, the total number of registered legal entities — travel agencies — decreased by 7 units, and
the total number of legal entities — travel operators and entities providing second booking services
and related activities — increased by 1 and 2 units, respectively (The State Agency..., 2023).

It should be noted that the war was actually devastating for domestic tourism. Closed airspace,
significant difficulties with payment and a rather unreliable security situation nullified all the condi-
tions necessary for the “survival” of tourism.

However, despite the complexity of the situation, tourism in our country continues to function.
This industry adapts to modern realities, finds certain solutions, lays the foundation for further de-
velopment, and works towards one main common goal.

A rather unstable environment has created new risks and threats to the effective operation
of the relevant entities of the tourism industry and has put forward stricter requirements for the
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organisation of tourist health and safety management. At the same time, managing the impact of
these threats goes beyond the tourism market. The security and further development of the domes-
tic tourism sector is largely dependent on the coordinated efforts of the public, government bodies,
and the business community. Overcoming existing negative trends will require certain develop-
ment of systemic and complex measures as well as action algorithms for their implementation with
the use of financial, legal, and innovative methods of influence on the relevant sphere of tourism
(Vechersky, 2022).

The activities of tourism industry entities largely support the state budget, as this function is
quite important during military operations. Even after the establishment of peace in the domestic
market, new trends in the development of tourism will be observed. The need for rest and recovery
will increase (rest in the mountains, at the sea, in the forest). All types of relaxation tourism, which
contribute to the restoration of physical and mental strength, will be actively developed. Excursions
to local and familiar places will be organised, and interest in traditions and history will increase. The
tourist image of the state should not lose its own complexity.

The directions for saving tourism activity in Ukraine

On the basis of the analysis of losses of the state’s tourism business from the war, it is possible
to propose a set of measures for the gradual restoration of tourism activities. The proposed complex
can be divided into 5 parts that are interconnected and complement each other’s effectiveness:

1) financing;

2) territorial improvement of tourist flows (transport logistics);

3) sectoral optimisation (combination of relevant enterprises into cluster formations);

4) the improvement of marketing through the creation of a national tourism marketing organisation
and its respective subsidiary branches;

5) sectoral (species) improvement of state tourism (Bordun, 2020).

In practice, these theoretical parts quite often penetrate each other and are quite difficult to sep-
arate, but the analysis of each of them will give us the opportunity to use interdisciplinary research
and impose a synergistic effect on each of them in particular.

The first main role should be given to financial support, since during the two years of the exis-
tence of tourism enterprises during the period of COVID-19, they exhausted their own savings and
many of them already existed on credit loans.

The fiscal capacity of the country and the ability of the population to pay the corresponding user
fees in the future will simply be limited. This will be a rather serious deterrent to any options for pri-
vate or public financing, and it means that international aid must be focused on grants, which can
be obtained from various sources:

1) “Mechanism for the recovery of Ukraine” of the EU, within the framework of which loans and
grants are provided for reconstruction. It is funded by the EU and the respective Member States;

2) “Account for Ukraine” of the IMF, which is a channel of grants or loans from IMF members, their
official institutions, as well as intergovernmental organisations and institutions to provide assis-
tance to the state in meeting its respective balance of payments and budgetary needs;

3) The EBRD’s 2 billion EUR Resilience and Livelihoods Framework, which in particular focuses
on certain payment deferrals, debt restructuring, and arrears, as well as emergency liquidity
financing for our country;

4) A multi-donor mechanism under the management of the World Bank to cover the main public
expenditures, such as the public wage fund, which has already received a mixed loan on com-
mercial and concessional terms in the amount of 1.5 billion USD (Bordun & Shevchuk, 2020).
Ukraine could also use the experience of other developed countries that suffered from national

disasters and update its own emergency action plans for the future. Thus, the earthquake in New

Zealand in 2010/11 is one such example, while other examples include Italy, Japan, Mexico, USA,

etc.

Transport logistics in the near future will depend on the reconstruction of airports, transport
routes, and bridges, and will also directly depend on the environmental situation. As a result of
the massive shelling, the soil and water in many parts of Ukraine are contaminated with toxic
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substances, which poses a serious threat to the health of the entire population. Many of these prob-
lems can be considered cross-border, because their impact is felt not only within the state, but also
beyond its borders. The costs incurred by the economy due to the inoperability of the infrastructure
are also reflected in the work of the entire tourism sector, so it is necessary to launch a infrastruc-
ture reconstruction programme as soon as possible. According to the proposal of the Centre for
Political and Economic Research (CEPR) (The War..., 2022), the European Commission (EC)
proposed to create a joint new institution — the Platform for the Reconstruction of Ukraine — which
will be jointly managed by the EC and the Ukrainian authorities. However, this platform may not
be the only one given the different interests of the existing investors. It is planned that the State
Reconstruction Platform will coordinate the Strategic Reconstruction Plan “Rebuild Ukraine”, taking
into account financial assistance from abroad. The recently created National Council of Reforms
in Ukraine should become the owner and developer of the plan. It is assumed that the EU and all
other partners will provide assistance, which will increase the effectiveness of the plan. This plat-
form plans to promote partnership between some locations of the European Union and regions or
cities of the country with the aim of accelerating reconstruction (Bordun & Shevchuk, 2020).

Regarding emergency measures, the first steps in response to the disaster are already under-
way. As hostilities continue, there will be a need to maintain or establish key services, as well as to
identify key priorities and recovery activities. In order to create the basic conditions for the recon-
struction, it will be necessary to restore the main transport, electricity, and water connections. Our
state could use infrastructure reconstruction to modernise its own communication network (e.g.
laying optical fibre under reconstructed roads). As roads are rebuilt in the state, it is also necessary
to consider the possibility of laying fibre optic cables and connecting a significantly larger number
of people, even if the operators themselves will not be able to provide services for several years,
especially in rural areas. The optimisation of tourism activity had already been working before the
war and should continue (Bordun & Shevchuk, 2020).

It is also important to facilitate the development of business clusters using knowledge infra-
structure and an effective network. A fairly well-thought-out cluster development policy is able to
encourage enterprises to some joint cooperation for the development of complex projects, promote
connections between science and industry, and strengthen inter-industry interaction. Before the
war, Ukrainian tourist clusters had showed the advantages of this association in Lviv and other cit-
ies. When foreign direct investors are located in these clusters, they are likely to be more willing to
cooperate with other local organisations and companies.

It is important to improve marketing through the creation of a national tourism marketing organ-
isation and its affiliates. In order to restore the activity of the tourism industry, it is necessary to
approach tourism as a complex product and develop an appropriate system of marketing means
to stimulate sales. These measures can be provided only by a tourism marketing agency, the so-
called destination marketing organisation (DMO) (Gaponenko et al. 2021).

Even before the start of the war, SATD had begun the process of the formation of the Commission
on preparation for the creation of the National Tourism Organisation (NTO), which should develop
regulations on the organisational and legal form of the NTO and OMD, as well as improve the regu-
latory and legislative framework of tourism in the state (The State Agency..., 2023).

Preparatory work on the election of representatives to the Commission from 9 oblasts has al-
ready been carried out, the remaining delegates from other oblasts are in the process of being
elected. Only one representative may be elected to the Commission from one region. Within the
limits of his/her own duties, he/she will communicate with the bodies of business representatives
and state authorities of his/her own region.

The most influential international organisation engaged in tourism marketing is the European
Tourist Commission (ETC), which invited the State Agency for Tourism Development of Ukraine
to join this organisation with a three-year free membership; thus, the organisation expressed its
solidarity with our country. This decision was agreed upon during the 103" general meeting held on
18M—20™" May, 2022, in Ljubljana, organised by the Slovenian Tourism Board. This meeting brought
together heads of National Tourism Organisations (NTOs) from all over Europe and members of
associated ETCs from the private sector (The State Agency..., 2023).
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The main founding principle of the ETC is to promote travel as a certain catalyst of peace, re-
spect, and understanding, which is why supporting tourism in Ukraine is consistent with the current
mission of the ETC to promote and strengthen Europe as a destination for international tourists
through cooperation.

The sectoral (species) improvement of tourism in Ukraine will directly depend on the previous
stages of reconstruction of tourism activities, but, in general, it will be a continuation of already ex-
isting trends towards the humanisation and greening of tourism. The main directions of ecological
tourism are river rafting, health hikes in the mountains, visiting caves, and rock climbing. The hu-
manisation of tourist activities involves the development of recreational tourism types that improve
the cultural level and general state of health.

Health tourism is a priority in our country, since humanity at this stage gives priority to the pre-
vention of diseases (Demkiv & Stukach, 2020) ). In the state, this type of tourism is provided with
natural resources, especially in Transcarpathia, but the infrastructure is outdated and does not
meet international standards. If, owing to international grants, the sanatorium-resort complex pass-
es the stage of reconstruction, it will be able to serve tourists at the highest level. Nowadays, the
first consumers should be the participants in hostilities and victims of the war in Ukraine, and in the
future, with the establishment of all the second stages of the revival of tourism, tourist flows from
abroad will also resume, as in 2021 from large Arab countries (Saudi Arabia and UAE) (Bordun,
2022).

Also, the development of such an innovative type of tourism as dark tourism, and especially
such subspecies as tourism for the purpose of worshiping fallen heroes and tourism to the places
of combat and necropolis, is quite promising. All these types of tourism will be strengthened by
gastronomic tourism, since each of the regions of the country has its own recipes for the same dish
and the products of each region differ in their own taste properties. Tourism activity in its own revival
should be based on the existing significant resource potential of the territories, whose national mar-
keting agencies will provide powerful promotion from among countries abroad (Barvinok, 2022).

Almost 800 million users in Latin America and Spain have already seen the Meet Ukraine pro-
motional campaign. This became possible owing to the signed Memorandum on long-term partner-
ship between the Spanish Analytical Centre for Tourism and Society (TSTT) and the Agency for
Tourism Development of Ukraine (The State Agency..., 2023).

The main direction of the joint work of the TSTT and the DART is the launch of the international
campaign Meet Ukraine. The main goal is to tell the international community about the damage
suffered by the tourism industry of Ukraine as a result of the aggression of the Russian Federation
in order to attract appropriate investments that will be directed specifically to the reconstruction of
damaged or destroyed objects.

An important direction of saving tourism activity in Ukraine is also the reconstruction of de-
stroyed or damaged cultural monuments, which will be carried out by several such tools: using do-
mestic resources, with the support of other states, with money from special funds. Currently, such
a general scheme is at the stage of its own creation. Nowadays, Ukraine makes significant efforts
to preserve as many monuments as possible. The Ministry of Culture and Information Policy of the
country actively conducts consultations with UNESCO regarding the methods of storing cultural
objects during military operations (State Tourism Development..., 2023).

The most valuable monuments of cultural heritage are marked with a special international sign
“Blue Shield”, which directly indicates a rather strengthened protective status. Damage or de-
struction of objects with this marking is a direct war crime against cultural heritage. Artefacts of
churches, museums, and cultural values from archives are placed in plywood boxes, sculptures are
packed directly with a special film and placed in bags filled with sand, and stained glass windows
of temples and facades with ancient carvings are sheathed with sheet metal for preservation. In
this way, valuables are protected from damage that can be caused by fire, blast wave, or debris.
Public organisations as much as possible involve patrons in the appropriate provision of all neces-
sary materials for the protection of monuments, as well as volunteers who provide assistance on
their own (Monuments under the fire..., 2022). The Ministry of Culture of Ukraine is also negotiating
with foreign partners and ambassadors regarding advisory and financial support in the restoration
of cultural monuments.
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Thus, it is necessary to adopt the experience of other countries in the protection and preserva-
tion of monuments in order to minimise the loss of cultural heritage. Already now it is necessary
to start work on monitoring the lost cultural resources and attempts to return or restore the looted.
The memorialisation of cultural heritage will undoubtedly contribute to the process of its fairly quick
restoration, if possible.

Conclusions

It has been identified that since the beginning of the war, the Russians have committed 423
crimes against Ukrainian cultural heritage, and this number is not final, as hostilities continue.
Tourist natural locations in the territories that are temporarily occupied and are considered lost in-
clude: Askania-Nova, Oleshkivskiy sands, Kinborska spit, Dzharylgach, and the coast of the Sea of
Azov (Pink Salt Lakes and Henichesk, Skadovsk, Kyrylivka, Berdyansk, partially Scythian Mound,
Ochakiv). The border regions of Ukraine with the Republic of Belarus are also temporarily mined,
which makes it impossible to have a proper rest on the Volyn lakes and rafting on the rivers of the
Pripyat-Stokhid National Park. In general, the objects of cultural heritage in the Kharkiv, Donetsk,
and Kyiv regions suffered the most destruction. Shelling and bombing by the Russian military
completely destroyed or damaged many museums, churches, theatres, libraries, and other institu-
tions. The objects include priceless exhibits such as ancient monuments, sculptures, world-class
paintings, and rare books. Objects of cultural value which could not be destroyed by bombing are
massively looted and taken to the territory of Russia; some of the stolen art objects have not yet
been found.

The conducted analysis proved that in 2022, the organisation of international tourism in our
country mostly did not exist due to the closed air space, and the planning of trips to our country
for international tourists, although not prohibited, remains solely at the discretion of the travellers
themselves. In relatively safe areas of the country, sightseeing tours are organised, which are free
for those people who left their homes due to military operations.

A set of measures was proposed to gradually restore the activity of the tourism sector, namely:
financial support; territorial improvement of tourist flows (transport logistics); sectoral optimisation
(the combination of relevant enterprises into cluster formations); improving marketing through the
establishment of a tourism national marketing organisation and its respective affiliates; sectoral
(species) improvement of state tourism.
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