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Abstract. The article analyzes the current leading risks of geopolitics and geo-economics for
business activity in Ukraine. Research has shown that domestic business activity largely depends on
the level of intensity and success of military operations in the east and south of Ukraine, in the
protection of infrastructure, and the rapid restructuring of the economy for military needs. In
addition, the risks lie in the NBU’s low-incentive financial and investment policy; inconsistency on
military-technical assistance; failure of sanctions measures against the aggressor country; political
uncertainty in many countries that actively support Ukraine in the war against the aggressor. There
is also global defragmentation, as well as the emergence of new conflict zones in the world, which
significantly reduces the growth rate of the global economy and trade, and complicate financial and
investment processes in the world. All this requires Ukraine to strengthen its leadership, flexibility,
prompt response to challenges and the formation of its own strategic vision for solving problems both
at the international level, with regional cooperation and with internal mobilization of resources. This
approach determines the strengthening and intellectualization of foreign policy institutions of
Ukraine with the formation of optimal strategies, the selection of appropriate available external and
internal resources in countering existing geopolitical and geo-economic risks.

Key words: global economy, geopolitics, geoeconomics, risks of geopolitics and geoeconomics,
international economic relations during the war.

Anomauia. B cmammi npoananizo8ano cyuacHi npogioHi pusuKu 2e0noaimuKy i 20eKOHOMIKU
051 OizHec-akmusHocmi 6 Ykpaini. Jlocniosxcenns nokasanu, wo imuusHana 0izHec-aKmusHicms 8
3HauHill Mipi 3anexdcams 60 PiGHs IHMEHCUBHOCHI Ul YCRIUHOCMI 8e0eHHsL GIlICbKOBUX Oill HA CX001 |
nieoui Yxpainu, 6 3axucmi inghpacmpykmypu, onepamusHii nepedy008i eKOHOMIKU Ni0 BILiCbKOBI
nompeou. Kpim moeo, puzuku nonsearome 6 HUZLKOCMUMYIIOWYIN (DIHAHCOB0-THBeCMUYIUHIL
nonimuyi HBY; Heyseo0xcenocmi w000 BilicbKOBO-MEXHIUHOI 00ONOMO2U, HECHPOMOICHOCHE
CAHKYIUHUX 3ax0018 00 Kpainu-azpecopa; NONIMUYHIN HeBUHAYEeHOCMI 8 6a2amvox Kpainax, sKi
akmueno niompumyloms Yxpainy 6 6itini npomu acpecopa. Biosznauaemvca 1 enobanvha
oeghpazmenmosanicms i NOSIBA HOBUX 30H KOHPIIKMY 6 C8imi, Wo CYMMmMEBO 3HUNCYIOMb MeMNnu
3POCMAHHSL C8IMOBOI eKOHOMIKU | MOP2i6Ili, NPUSHIYYIOMb PIHAHCOBO-IHEECMUYILIHI NPOYECU 8 CBIMI.
Bce ye sumacae 6i0 Yxpainu nocunenus c6o2o nidepcmea, 2HyuyKoCmi, OnepamueHo20 peazyeanHs Ha
BUKTUKU mMa (DOPMYBAHHA GIACHO20 CMpame2iyHo2o0 OauenHs eupiuleHHss npobrem AK Ha
MIJICHAPOOHOMY DI6HI, NpU pPeiOHATbHOMY CHIBPOOIMHUYMGL 1l Npu SHYMPIWHIt MoOLIi3ayii
pecypcis. Taxuti nioxio o00YMOBNIOE NOCUNEHHS MA [HMENeKMYani3ayito 308HIUHbONOITMUYHUX
iHcmumyyii Ykpainu 3 ¢popmysannsam onmumanvHux cmpamezii, niooopom i0N0GIOHUX HAAGHUX
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308HIWHIX | 6HYMPIWHIX pecypcié y Npomuodii ICHYIOYUM 2eONnONTMUYHUM MA 2e0eKOHOMIYHUM
PUBUKAM.
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Introduction. The challenges of a protracted war on the territory of our state against russia
significantly affect business activity, both in Ukraine and in the world. Since February 2022,
significant geopolitical and geoeconomic risks have emerged for Ukraine as a state and its socio-
economic sphere. Conducting research in the field of generalization and systematization of indicators
of business activity in Ukraine during this period should determine the features of the transformation
of the domestic economy under the influence of military operations, find out the necessary tools and
mechanisms for improving the business environment and adapting to the realities of the martial law.
It is also necessary to formulate proposals for the gradual restoration of economic processes in
Ukraine while reducing the risks for business activity in our state. Therefore, research in this area is
relevant and necessary for a more rapid restoration of the socio-economic sphere of Ukraine in
wartime conditions and during post-war reconstruction.

Literature review. Scientific achievements and developments to improve business activity,
develop the economy during the war and identify the leading risks of geopolitics and geo-economics
were carried out by a number of foreign and domestic economists: D. Adjemoglu, 1. Ansoff, M.
Beleskov, T. Bogdan, A. Borzenko , M. Wegesh, V. Geets, T. Utka, F. List, E. Ludendorff, J.
Robinson, N. Rubini, V. Sidenko, J. Stiglitz, A. Filipenko, L. Friedman, A. Shamshur and others .
Their works and scientific achievements are a suitable basis for further author’s analysis and
development of this topic.

Previously unresolved parts of the overall problem are the dynamic changes in the modern
Ukrainian economy during the war, requiring research and understanding of the needs for intensifying
business activity based on a sustainable and strategically oriented approach that contributes to the
systemic socio-economic development of Ukraine in the war and post-war periods, taking into
account the existing geopolitical and geo-economic risks.

The purpose of the article is to analyze the state of the Ukrainian economy, identify the leading
risks of geopolitics and geo-economics for business activity in Ukraine during the war and formulate
proposals for improving existing mechanisms for activating the domestic business environment.

Main Results of the Research. Unlike 2022, during which there was a significant decline in
the Ukrainian economy, in 2023 Ukraine’s real GDP grew, according to various estimates, by 5-5.5%.
It can be characterized as slight renewed growth after a precipitous decline of 29.5-28.8% in 2022.
Despite this partial recovery, Ukraine’s GDP is still about a quarter less than in 2021. In the first
quarter of 2023, GDP also continued to decline, but for the remaining three quarters, it grew. In
January-February 2024, Ukrainian GDP growth continued and is estimated at 3.6%. According to the
Minister of Economy of Ukraine, the recovery growth in 2023 - early 2024 was facilitated by
investment demand, favorable weather conditions for construction work, agricultural exports, the
work of the Ukrainian sea corridor, the expansion of production capacity in the mining industry and
stability in the energy sector. However, the insignificant and unstable pace of recovery indicates a
fragile situation in the domestic economy, which requires further measures to revitalize the business
environment. In addition, macroeconomic and fiscal stability in Ukraine was facilitated by
international assistance from the EU countries, the USA, Great Britain, Japan, Canada and other
friendly countries of the world. Ukraine as a whole received international assistance amounting to
almost 170 billion euros. This is a total amount containing both purely military support (40% of the
total) and financial assistance, which is half of the funding. The remaining about 10% is the
humanitarian component (Source: Official website of the State Statistics Service of Ukraine, 2024;
In January-February 2024, the growth of Ukrainian GDP is estimated at the level of 3.6%. Internet
publication "Economic Truth". March 17, 2024; Sources of financing of the general fund of the state
budget, 2024).

The partial economic recovery in 2023 was facilitated by the transparent, flexible and measured
activity of the NBU, which kept the rate fixed at 36.6 UAH to the US dollar for most of the year, and
the gap with the cash rate gradually decreased. On October 3, 2023, the NBU switched to the regime



of managed flexibility, but thanks to significant amounts of currency interventions, the hryvnia even
strengthened a little. In December 2023, the trend changed, so the exchange rate of the US dollar
began to rise, and in 2024, Ukraine entered with an exchange rate of 38 UAH/USD. However, the
average annual official exchange rate was lower than both governmental and non-governmental
forecasts, remaining at the level of 36.6 hryvnias per US dollar. In addition, from March 15, 2024,
the NBU reduced the discount rate by 0.5% to 14.5%. Further slowing of inflation, preservation of a
stable situation on the foreign exchange market, as well as positive developments in the matter of
receiving foreign aid allowed the cycle of interest policy easing to resume. In February 2014, inflation
slowed to 4.3% annually.

The profitability of bank deposits and OVHZ continued to exceed the inflationary expectations
of businesses and citizens. This, along with ensuring a controlled situation on the foreign exchange
market, contributed to maintaining the interest of economic agents in savings in the national currency.
In particular, the investments of Ukrainians in bonds of the domestic government loan increased, and
deposits of the population with a term of three months grew steadily. Gradual growth of incomes of
Ukrainians and increased business expenses in war conditions will fuel inflationary pressure. At the
same time, the fixation of individual housing and utility tariffs and the NBU's monetary policy aimed
at maintaining the attractiveness of hryvnia assets and exchange rate stability will further limit the
growth of consumer prices.

The key risk for inflationary dynamics and economic development remains the course of a full-
scale war. Unfortunately, the risk of Russia's protracted aggression against Ukraine remains. A
protracted war will slow down economic recovery and complicate the NBU's task of keeping inflation
at around 5% for 2024-2026. The following risks remain relevant:

* the emergence of additional budget needs to maintain defense capability or cover significant
quasi-fiscal deficits, in particular, in the energy sector;

« essential damage to the infrastructure, primarily the port infrastructure, that will limit exports;

» continuation of the partial blocking of borders with some EU countries for cargo
transportation, which will limit exports and make imports more expensive;

* deepening of negative migration trends (Official website of the National Bank of Ukraine,
2024).

In our opinion, the current NBU discount rate and yield rates on domestic government bonds
are still at too high a level. In order to improve business activity in Ukraine, it is necessary to gradually
and systematically reduce them so that lending resumes and contributes to business structures not on
a point-by-point basis (state programs: "5%-7%-9%", "eEmployment™), but on a large scale and on a
market basis, with the possibility choose convenient credit programs from banking structures. In
addition, foreign currency lending to exporters has been suspended since the beginning of the war
(there is a ban on the return of foreign currency loans), which significantly complicates their quick
recovery. The formation of a full-fledged investment and credit market on a healthy competitive basis
is the leading task of improving business activity in Ukraine.

We note that Ukrainian business in the last 20 years has been largely export-oriented (its share
was 35-50% of GDP), therefore, since the beginning of the war, medium and large exporting
companies from Ukraine, as well as domestic TNCs, have lost significantly from the blockade and
violations of well-established logistics routes. Thus, in 2023, Ukraine exported goods worth only 36
billion dollars. USA, and imported - by 63.5 billion dollars. USA. The imbalance between export and
import is increasing. At the same time, the export of goods in 2023 is already decreasing for the
second time: in 2021, the export of goods from Ukraine reached 68.2 billion dollars. USA, in 2022 —
44.2 billion dollars. USA. The key categories of Ukraine's commaodity exports are food (mainly grain
and vegetable oil) and metals, which depend significantly on the ease of logistics. In 2023, Ukraine
created its own Ukrainian sea corridor to the Black Sea ports of the Odesa region after Russia stopped
fulfilling its agreements under the Grain Agreement. This made it possible to gradually increase not
only the export of grain, but also resume the sea export of other goods, as well as resume the sea
import. However, in 2023, Ukraine also began to suffer from the Polish blockade of the land border,
which reduced Ukrainian exports and tax revenues to the budget from the import of goods. Chairman
of the Committee of the Verkhovna Rada of Ukraine on Finance, Tax and Customs Policy, D.



Hetmantsev, said that according to his calculations, the losses of the Ukrainian budget from the month
of the blockade of the Polish border amount to 7.7 billion hryvnias (Neuter R., 2024).

Food is the largest category of Ukrainian merchandise exports in 2023 ($21.8 billion); metals
($3.9 billion); machinery ($2.9 billion); other exports ($7.4 billion). In 2022, the decline in the
metallurgy industry was actually three-quarters — 73%. Of all the industries, metallurgy suffered the
most (two of the largest metallurgical plants in Ukraine were completely destroyed: “Azovstal” and
“Ilyich MMKI”; the seaport of Mariupol was destroyed and blocked); but still metallurgy works.
There is even an increase in production and an increase in exports. Obviously, this cannot be
compared with 2021, but already from 2022 to 2023, export growth will be around 10% (Samoiluk
M., Levchenko E., 2024; The branch of the economy most affected by the war was named, 2024).

The innovative and intellectual share of Ukraine’s exports is the export of IT services, which
accounts for 4% of GDP. This is slightly less than the figures for 2022 - 4.6%, but more than 2021 -
2.7%. At the end of 2023, there are 2,150 operating IT companies and 2,600 startups in Ukraine. The
number of IT segments physically decreased by 3.1%, but the number of taxes paid from the IT
industry increased by 11.5% (The share of IT industry exports in the GDP of Ukraine is 4%. Internet
edition "Mirror of the Week", 2024). There is a gradual loss of positions in this area of activity and
its limited influence on the structural renewal and restructuring of the Ukrainian economy, which
remains largely monopolized, resource-oriented and low-productive.

In the modern world, mainly, enterprises in the innovative and processing sector are the basis
for increasing the well-being and GDP of the country, but in Ukraine, according to the Ministry of
Economy, the indicator of the processing sector is only 8% as of 2022-2023, the OECD standard for
developed countries is 20%.

In addition, in the context of the functioning of the domestic business environment, it is
necessary to understand that Ukrainians spend more than 66% of their family budget on food and
utility bills, which is 2.5 times more than the world average. As a Deloitte study showed, Ukraine is
the only country among the countries studied where spending on this category exceeds 50%. The war
led to a significant increase in prices for food and essential goods, which led to a drop in the
purchasing power of Ukrainians (Pavlovskyi A., 2024).

In combination, the raw material structure of domestic exports (as a result, the low purchasing
power of Ukrainians), the emigration of a significant number of the population and logistics
restrictions, blockades, and destroyed large production facilities significantly suppress business
activity in Ukraine; especially in those regions where enterprises are under fire, were occupied, were
city-forming enterprises and now cannot fully function. In addition, the presence of imbalances in the
banking system, when it has significant profits thanks to NBU certificates of deposit in 2023 (above
2022 and 2021) with a significant decrease in actual lending in the country. For comparison, in 2022,
due to a decrease in demand for loans and banking services in general, as well as due to the revaluation
of their assets due to hostilities and occupation, banking profits decreased compared to 2021. The
stock market of Ukraine is also almost invalid and is not functionally aimed at developing business
activity in our state. In addition, some of the active entrepreneurs in Ukraine went abroad and moved
their enterprises there. All of these factors significantly affect business activity in Ukraine and require
a quick response to these challenges and corrections.

In our opinion, a full-scale war on the territory of our state is the main risk for business activity
in Ukraine; therefore, the analysis of the risks of geopolitics and geo-economics of the external
environment in the world is decisive. The most powerful democratic states in the world (EU countries,
USA, Japan, Canada, Australia, etc.) are on the side of Ukraine in the war with Russia. Therefore, to
ensure peace, security and justice in the world, the following measures are relevant:

1) prompt and full-fledged provision of military assistance to Ukraine;

2) a full-scale launch of military-technical cooperation and weapons production both among
NATO countries and joint enterprises with Ukraine;

3) strengthening sanctions and restrictions for the aggressor country;

4) prolongation of financial assistance to the budget of Ukraine;

5) continuation of duty-free trade with EU countries, USA, UK;

6) receiving systemic grant, humanitarian and infrastructure assistance;

7) transfer of seized assets from Russia to Ukraine for war crimes and destruction.



Let us note that these measures need to be implemented quickly and efficiently, but in most
countries of Western Europe and the United States, political elections to legislative and executive
authorities are being held in 2024, a certain vacuum of political will and strategy for measures to
counter the aggressor in the international arena has formed. In addition, the activation of populist, far
left and far right political forces, fueled and scaled very often at the expense of Russian money,
significantly destabilizes political processes and directs them against Ukraine, or leads to destructive
and too late decisions, which is unacceptable in conditions of a full-scale war. in Europe (Filipenko
A., 2008; Vegesh M., 2020).

The United States is not only the most powerful economy in the world, but also a powerful
military-industrial complex and the most powerful army in the world, so Ukraine, first of all, expects
leadership from the United States in the matter of protecting Ukraine and certain obvious actions in
countering the aggressor. At the same time, the political election crisis in the US House of
Representatives blocked aid to Ukraine from November 2023 to April 20, 2024, so the capabilities of
the Ukrainian army and security forces were greatly affected by the suspension of US military-
technical and financial support. The domestic economy felt this impact less, as other European
countries, Japan, Great Britain, and Canada joined in to provide financial and economic support to
Ukraine. But the key assistance at the moment is still military-technical assistance, which essentially
remains blocked and may only be restored to a sufficient level in May-June 2024.

The specificity of supplies is that in 2023, from 68 billion dollars. USA 90% of American
military aid to Ukraine remained in the USA. These funds financed 117 production lines in 31 states.
Ukraine's allies want to leave money to their producers. Recently, NATO presented the first ever
defense industry strategy, according to which EU member countries should get rid of their
dependence on purchases from third countries and prioritize contracting their own manufacturers.
This geopolitical factor should also be taken into account by Ukraine in its struggle for existence and
in its further integration into the EU and NATO countries.

Unfortunately, Ukraine’s internal capabilities for the production of military-technical products
are significantly limited. Thus, experts have calculated that about $9 billion is missing to fully utilize
domestic arms factories by 2024. USA. The problem of uncontracted capacity of domestic enterprises
can be solved in three ways: mobilize even more money within the state, attract financing from
Western partners, or open arms exports. Unfortunately, Western partners are trying to localize their
military-industrial complex enterprises, and in the state budget of Ukraine for 2022-2024. there was
and remains a significant deficit (2022 - 919 billion UAH /62%/; 2023 - 1.370 trillion UAH /82.5%/),
which will be covered by loans and grants from North Atlantic partners, that is, our own money for
purchases Military-technical products are catastrophically insufficient.

Since 2022, the Ministry of Defense has purchased 350 thousand units of ammunition from the
European Union alone. As of March 2024, in the face of declining Western support, even more of
them need to be purchased. According to Prime Minister Denis Shmygal, the state can spend only
50% of the funds allocated for the purchase of equipment on contracting domestic manufacturers. In
2023, Ukrainian factories produced weapons worth $3 billion. USA, and in 2024 their capabilities
will increase by six, that is, to 18 billion dollars. USA. According to the Minister for Strategic
Industries of Ukraine, the state can only contract half of them. Therefore, 9 billion dollars. The United
States does not have the ability to finance Ukraine’s budget. It is also necessary to take into account
that the necessary supply of individual components for the production of weapons can last for months.
If a conditional UAV manufacturer signs a contract in May and orders components on the same day,
then it will begin assembling drones in August at best and will not be able to produce many of them
by the end of the year. And the state rarely practices so-called “transitional” contracts, which allow
receiving orders for years in advance. The damage from downtime falls on the shoulders of the
companies themselves. They make it difficult to plan, invest and finance new developments.
Production for export in such conditions will ease the situation in the domestic military-industrial
complex and allow companies to operate more profitably, systematically and predictably. In addition,
there is an opportunity to improve the structure of Ukrainian exports, making it more technologically
advanced and innovative. At the same time, the opening of exports should be balanced. It is necessary
to clearly define the rules of trade that satisfy the conditions of war, and the state must develop a
control procedure. Exports must be allowed under three conditions: I — if we are talking about



weapons that are not purchased by the state; 11 — if we are talking about exports to friendly countries,
so that weapons do not end up in russia; 11 — if the enterprise has excess production capacity that the
state cannot contract (Myroshnychenko B., 2024).

The above-mentioned challenges and indicators reflect significant geopolitical and geo-
economic risks for Ukraine in the event of a cessation or disruption in the financing of the Ukrainian
state budget and the supply of weapons. With the complexity of the security component, the socio-
economic sphere of Ukraine will also quickly feel significant crisis phenomena: inflation,
unemployment, increased migration flows, disruption of logistics routes, closure of business
structures, worsening crime situation, increase in the shadow economy, etc. However, the chaos and
crisis in Ukraine will also mean significant strategically significant negative consequences for the EU
countries. In this regard, geopolitically and geoeconomically, it is necessary to strengthen the
partnership between Ukraine and the EU countries, applying and disseminating appropriate
international cooperation mechanisms that would lead to the lifting of the blockade on the border
between Ukraine and some EU countries (Poland, Slovakia), despite political processes, as well as
strengthening the security component of countering Russian information, intelligence and sabotage
activities on the territory of NATO and EU countries, opening joint ventures in the military-industrial
complex, etc.

In addition to the above challenges, there are other global risks of geopolitics and geoeconomics
in 2024:

» crisis and division in the United States due to the presidential elections and the possibility of
instability in the world if Donald Trump wins;

« attempts to divide Ukraine and force it to surrender its territories;

* expansion of hostilities in the Middle East;

* rogue states Russia, North Korea and Iran will enhance each other's capabilities and act in
increasingly coordinated and destructive ways on the global stage;

» strengthening of disintegration processes in EU countries;

* China's economy will not recover;

« intensifying struggle between countries for mineral resources;

» artificial intelligence getting out of control;

« increased global inflation starting in 2021;

* extreme weather events that will lead to food insecurity, increase water shortages, disrupt
logistics, spread disease and contribute to global migration and political instability;

* uncertainty and increased losses for companies and corporations around the world
(Tarasovsky Yu., 2024).

Political, environmental and economic challenges in the modern globalized world will
intensify, which will provoke a number of other conflicts of varying degrees. In this regard, strategic
strengthening of military-technical cooperation is useful for both Europe and Ukraine. The formation
of a new military-innovative and processing domestic economy, which will be significantly integrated
into the system of European security and value chains, will allow us to emerge from the state of a raw
material-agrarian oligarchic economy. In addition, for a more balanced and competitive development
of the Ukrainian economy, intellectualization of the business sector, as well as improving the quality
of the domestic workforce, it is necessary to contribute to the formation of a new type of cluster
economy at the national, regional and municipal levels. To do this, at the state level it is necessary to
provide conditions and incentives for the synergy of various business structures, educational
institutions and innovation centers, and also provide the opportunity to create a single platform for
effective innovation and production activities and information and communication cooperation
(Sidenko V.R., 2024.; Redziuk Y.V., 2023).

Conclusions. The listed risks of geopolitics and geo-economics take into account a wide range
of political, national, financial-economic, environmental, scientific and technical aspects of the
functioning of modern civilization. The versatility and nature of existing risks in the world, as well
as the low efficiency of interstate and supranational institutions make it difficult to organize their
counteraction. In our opinion, Ukraine in such conditions needs to show its leadership, flexibility,
efficiency and strategic vision for solving problems both at the international level and through
regional cooperation. This determines the strengthening and intellectualization of Ukraine’s foreign



policy institutions, as well as the formation of optimal strategies to counter the corresponding
geopolitical and geo-economic risks. Therefore, the attention of international allied partners should
be focused on the quantitative, qualitative and temporal boundaries of assistance; coordinate and
manage this process, harmonize, scale and insure it as far as possible. Ukraine and its Western
partners must prepare for a long and debilitating war. In the geopolitical aspect, it is necessary to
strengthen Ukraine’s military and security capabilities so that Russia has no illusions about winning
the war. For this purpose, the doctrine of asymmetrical war should also be formed and introduced -
when the enemy’s aggressive action is used by many times more powerful smart solutions (for
example, to strike a Ukrainian thermal power plant, cut off power to the entire central russia or put
half of the enemy’s oil refineries out of action). In the geo-economic aspect, a structural restructuring
of the Ukrainian economy is necessary on a military-innovative basis, which will be integrated into
the industrial complex of Western countries. In addition, it would be appropriate for a faster recovery
of Ukraine’s economy to return to transparent grant forms of financing Ukraine and provide it with
technical rather than credit forms of assistance. The systemic development of the domestic military-
industrial complex with a more favorable monetary policy of the NBU is also important. Taken
together, all these measures, together with the introduction of a responsible strategically oriented
policy for the development of the domestic socio-economic environment, will give confidence and
systemic movement, both at the international level and internally, will strengthen Ukraine, thereby
accelerating our Victory (Shamshur A., 2024; Beleskov M. 2024; Friedman L., 2023).
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