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Abstract. Conflict, as a unique form of interaction involving the clash of interests between participants in social
relations, serves as a necessary condition for the development of civilisation. Contradictions have accompanied
humanity throughout its history, finding reflection in the literature, art, and history of various countries and
peoples. The emergence and progression of any conflict have economic consequences, stemming from the
objective confrontation between opposing forces. The modern economic landscape is increasingly characterised
by deepening disparities and a shrinking gap between crises and conflicts. The purpose of this article is to identify
the periods that have impacted Ukraine’'s economy and to analyse the economic consequences of these periods.
The author posits that the military period has had a detrimental effect on Ukraine’s economy. To achieve this goal,
the research employs methods such as scientific abstraction, generalisation, synthesis, analysis, comparison, as
well as graphical and tabular methods for data interpretation. This approach has allowed the identification of
three main periods of conflict in Ukraine: the brewing conflict in Eastern Ukraine (2013-2014), the pandemic period
(beginning in 2019), and the military period (starting in 2022). For each of these stages, the economic development
processes in Ukraine were analysed. It is noted that conflicts are inherently dangerous, posing threats not only to
the sovereign governance of territories but also to the economy of Ukraine and the global economy at large. Based
on the analysis of Ukraine’s economic development scenarios without the state of war, the main factors that would
contribute to economic recovery in the following areas were highlighted: GDP, unemployment rate, inflation rate,
and the NBU's key interest rate. The practical value of this work lies in the identification of three periods of military
conflicts in Ukraine and the analysis of their key consequences. This approach helped to demonstrate that the war
in Ukraine not only weakens the Ukrainian economy but also affects the economies of neighboring countries. The
main economic losses for Ukraine during these conflicts include the loss of human resources and the resulting
regional development disparities

Keywords: enterprise; socially responsible business; crisis; losses; relocation of enterprises; social welfare

Introduction

In the context of a sustainable development economy,
factors contributing to the growth and formation of
socially responsible businesses are of significant im-
portance. Military conflicts, crises, and pandemics have
a detrimental impact on these processes. The military
conflict in Ukraine has negative consequences not only
for the country's economy but also for the economies of
neighboring states and the EU as a whole. Therefore, the
problems caused by the military conflict in Ukraine and

the ongoing war are increasingly relevant and require
immediate resolution, as they undermine Europe's eco-
nomic resilience.

The relevance of this research is further underscored
by the assertion made in J.M. Keynes (1920) study that
prolonged wars impose significant costs on society and
the state. The war in Ukraine can be characterised as a
hybrid conflict, beginning in 2013 during the Euromaidan
and escalating in 2014 during the Revolution of Dignity.
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The research of Yu. Yurkiv (2022) allows for a generalisa-
tion that the two world wars serve as examples of “eco-
nomic rails”. Germany’'s defeat in First World War was
driven by economic problems rather than military fail-
ure. In 1918, a resource deficit negatively impacted the
economy, leading to the Revolution and the Compiégne
Armistice. During Second World War, Britain, Germany,
Italy, Japan, and the former USSR were heavily depend-
ent on the supply of raw materials and finished indus-
trial products. The wartime economy becomes focused
on meeting military needs, leading to the depreciation
of labour, propaganda efforts, and the mobilisation
of the population for military and industrial purposes.

L. Cui et al. (2023) noted that the Russian-Ukrainian
war has heightened the risk of disruptions in the global
energy supply chain. The interruption of trade will sig-
nificantly impact Ukraine's economy, causing a 4.18%
decline in its real GDP. However, if the United States and
the European Union cease importing energy resources
from Russia, the latter's economy will suffer a devastat-
ing blow, with a maximum real GDP decline of 5.49%.

The scientists D. Rawtani et al. (2022) argue that the
Russian-Ukrainian war, extreme weather events, and
the COVID-19 pandemic are three catastrophic events
currently confronting humanity, and that the war will
exacerbate the adverse effects of extreme weather on
human society.

W. Boungou & A. Yatié (2022) analysed the impact
of the Russian-Ukrainian war on the stock markets of 94
countries and found that the conflict negatively affected
stock markets in both countries bordering Russia and
Ukraine and those already affected by previous Russian
aggression.

I. Liadze et al. (2022) employed the global economet-
ric model (NIGEM) to analyse the potential impact of the
Russian-Ukrainian war from various perspectives. They
confirmed that the negative effects of the war will not
only plunge financial markets into turmoil and cause en-
ergy and food prices to rise, but also lead to a 1% decline
in global GDP and a 1-2% increase in inflation.

M.A.R. Estrada & E. Koutronas (2022) condemn Rus-
sia’s invasion of Ukraine and evaluate the effectiveness
of EU sanctions against Russia. These sanctions have
led to reduced liquidity in Ukrainian banks, a tempo-
rary devaluation of the ruble, a decline in trade due to
the suspension of operations by over 750 international
companies in Russia, and a sharp decrease in produc-
tion caused by shortages of raw materials and limited
access to spare parts and supplies. The authors propose
a model to assess the economic consequences of mili-
tary aggression by analysing the impact of trade on the
structure of international trade and economic develop-
ment (trade suppression index and reduced investment
as a result of war) and the interdependence of trade and
investment (agricultural exports, industrial and man-
ufacturing exports, service exports, and foreign direct
investment flows).

Polinkevych

N. Stukalo & A. Simakhova (2018) noted that the
social dimension of the military conflict in Ukraine af-
fects European stability and the geopolitical situation,
particularly in relation to Ukrainian migration. The crisis
in Ukraine has generated numerous social challenges,
such as loss of human lives, mass migration, rising crime
rates, unemployment, and negative impacts on civil soci-
ety and socialisation processes. These problems also af-
fect European countries. That is why the EU is interested
in dialogue and seeks to end the war in Ukraine.

According to V. Sehn et al. (2022), the economic
consequences of global catastrophes vary significantly
across countries. J. Federle et al. (2022) also found that
the effects of global catastrophes are not evenly distrib-
uted worldwide. V. Sehn et al. (2022) emphasise that
these consequences differ substantially between coun-
tries, with geographic proximity to the country at war
being a critical factor. The closer a country is geographi-
cally to Ukraine, the more pronounced the decline in its
stock market around the time the war began.

The author A.C.C.S.M. Esteves (2023) noted, that
Russia managed to avert a financial crisis, avoid signif-
icant impacts on the real economy, and find alternative
import routes, thereby minimising the effects of sanc-
tions. He suggests that this situation can be addressed
through the isolation of Russia, the enhancement of
multilateral cooperation, and the more effective appli-
cation of sanctions by closing loopholes and preventing
circumvention.

The purpose of this study was to delineate the pe-
riods of conflict situations in Ukraine, during which the
economy underwent changes, and to highlight the eco-
nomic consequences of these periods.

The objectives of the article are achieved by ad-
dressing the following tasks:

1) differentiating between the concepts of losses
and damages resulting from the war;

2) assessing the armed conflict in Ukraine in the
Donbas region and the war with Russia in 2022;

3) identifying the periods of conflict escalation in
Ukraine, taking into account their timing and specific
characteristics.

Materials and Methods

To achieve the objectives of this study and address the
tasks set forth, the following research methods were
employed: scientific abstraction, critical analysis of lit-
erature sources, and generalisation. The method of sci-
entific abstraction was used to identify the essence and
structure of the war's consequences, allowing for the
development of a methodology to measure them. Gen-
eralisation enabled the systematisation of the collected
information and the identification of three key periods
in the development of Ukraine’s economy. For a more
detailed analysis of the hybrid war in Donbas from 2013
to 2021, methods of comparison and analysis were ap-
plied. These methods allowed for the characterisation
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of changes in Ukraine's key macroeconomic indicators
during this period. Specifically, the study examined GDP
growth rates from 2021 to 2024, the number of people
who left Ukraine, and the extent of damage to civilian
infrastructure. By using the data extrapolation method,
a linear model of GDP growth in Ukraine for 2021-2024

was constructed, which enabled forecasts for future
periods. Critical literature analysis and graphical meth-
ods were used to identify the negative economic conse-
quences of the third military period in the development
of Ukraine's economy. The literature review involved the
use of periodic sources, as presented in Table 1.

Table 1. Analysis of literature sources on data analytics

Source

Analytical data used for the study

Just about the economy (based on the Inflation Report for
January, 2022) (2022)

Analysis of the number of IDPs who do not plan to return
home

Relocation program... (2022)

The programme of enterprise relocation is described

The World Bank estimated the financial loss of Ukraine from
the Russian invasion at $60 billion (2022)

Analysis of Ukraine's financial losses incurred during the war

D. Schwartz (2022)

Performance of relocated companies during business
relocation

Yu. Melnytska (2022)

Companies that have started working under the business
relocation programme

O. Polinkevych & R. Kaminski (2018)

An effective model of corporate image of business entities

Source: developed by the author

The above sources present the opinions on the
events in Ukraine that occurred during the war. The
graphical method helped to visualise changes in eco-
nomic indicators, which helped to clearly understand
the extent of the war’s impact on the country’s econ-
omy. An attempt was made to cover the entire period
of change, but the focus was on 2013-2022. The mate-
rial for the study was collected from various sources,
including official data published by the State Statistics
Service of Ukraine, the Ministry of Finance of Ukraine,
the National Bank of Ukraine, and the Centre for Eco-
nomic Strategies. These data provided a solid basis for
analysing macroeconomic indicators and the econom-
ic impact of the war. Specifically, the following sources
were used:

Official website of the Ministry of Finance of
Ukraine (2021);

Official website of the State Statistics Service of
Ukraine (2024);

Official website of the Centre for Economic Strat-
egy (2024);

Official
Ukraine (2024).

website of the National Bank of

Results and Discussion

The consequences of war differ significantly from those
of natural disasters. They stem from the destructive and
other adverse impacts on the economy, politics, and so-
ciety as a whole. In other words, the consequences of
war affect the socio-economic, political, scientific, tech-
nological, and other spheres of activity for individuals,
society, businesses, and the state. These areas have un-
dergone changes and have been further strained due

to armed conflicts (wars). The consequences of war are
measured in terms of losses and damages. Losses are
a portion of the consequences that arise from negative
changes in key areas of activity (lvanov, 2015). This term
has a broad meaning, referring to various detrimental
effects. In a narrower sense, it relates specifically to war
casualties, which can be either medical or irreversible.
Damage refers to the result of negative changes due to
events, phenomena, or actions that compromise the
integrity or degrade the properties of an object. These
include (lvanov, 2015):

1) deviation in a person’s health from the average
level, which can lead to illness or even death;

2) disruption of normal business operations;

3) loss of various types of property or other values,
which may be material, cultural, historical, or natural;

4) negative impact on the natural environment or
residential areas of people.

The most common definition of damage (harm) is
the result of changes in the state of objects that com-
promise their integrity or deteriorate other properties,
leading to actual or anticipated economic and social
losses due to military events. Damages can be classified
as direct, which are measured in monetary or physical
terms, or indirect. Indirect damages include:

disruption of the normal functioning of the coun-
try’s economic system and businesses;

withdrawal of resources from circulation;

reduction in the ability to meet public needs;

creation of threats to the livelihood of the population.

Figure 1 illustrates the relationship between the
concepts of “consequences”, “losses”, and “damages”.
These terms are characteristic of war.

Economic Forum, 2024, Vol. 14, No. 1
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Figure 1. Correlation between consequences, losses and damages from war
Source: summarised by the author according to the research S.V. lvanov (2015)

Globally, there is a concerning trend of increasing
frequency and severity of armed conflicts, which nega-
tively impact economic efficiency and national security.
Direct damage includes losses and harm to all sectors
of the national economy within the affected area, lead-
ing to irreversible losses of fixed assets and the deple-
tion of natural resources. Consequently, businesses
face reduced profits, and the state suffers from lower
tax revenues, insurance payouts, and other financial
shortfalls.

Damage can be categorised as social, economic, and
environmental, and it can be either direct or indirect. Di-
rect economic damage refers to losses that are docu-
mented and verifiable. Direct social damage is measured
by the number of casualties, injuries, and people affect-
ed by the war, and it also has a psychological dimension,
linked to the loss of public trust in the government's
ability to ensure protection and address social conflicts.
Direct environmental damage involves both actual and
potential losses that can be quantified and include the
costs associated with mitigating the impact on humans,
animals, plants, ecosystems, and natural complexes.
These negative effects arise from violations of environ-
mental quality standards due to military actions.

Indirect environmental damage refers to the pollu-
tion caused by the destruction of enterprises, leading
to the release of materials hazardous to public welfare.
Indirect damages are the additional costs incurred to
compensate for these losses. These expenses arise from

disruptions and changes in economic connections and
infrastructure, losses associated with mitigating nega-
tive events, and environmental losses. Global changes
play a central role in indirect damage across all areas of
functioning, which cannot be monetarily quantified for
the current generation.

Total damage is the sum of direct and indirect dam-
age, including the costs of mitigating the consequenc-
es of war. This damage is calculated at a specific point
in time and is not identical to overall damage, which is
assessed quantitatively for the future. Damage can be
estimated by following these steps (Ilvanov, 2015):

determining current prices for goods, work, and
services;

reviewing judicial precedents;

considering insurance experience (both personal
and property), which has a subjective assessment basis
and varied statistics.

Thus, conflicts lead to economic damage and losses.
A complex form of warfare is the armed conflict that be-
gan in the Donbas region in March 2014 and continues
to this day. However, neither side in the conflict has of-
ficially declared a state of war. Such conflicts arise from
regional struggles with governments and external play-
ers. They are dangerous as they pose a threat to sover-
eign control over territories. Let's examine how the main
macroeconomic indicators in Ukraine have changed
since the onset of the hybrid war in Donbas and the an-
nexation of Crimea (Fig. 2).
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Figure 2. Changes in the main macroeconomic indicators
in Ukraine in 2013-2023 since the beginning of the armed conflict in Donbas
Source: compiled by the author based on the data Official website of the Ministry of Finance of Ukraine (2021); Official
website of the State Statistics Service of Ukraine (2024)

Analysis of the information in Figure 2 suggests that 3) average monthly wages of workers by 14.53%;

in 2023, compared to 2013, the following indicators in- 4) exchange rate by 364%.

creased: Since the beginning of the military conflict in the
1) nominal GDP by 345%; East, real GDP has increased by 4107.5 billion UAH, the
2) inflation index by 4.6%; inflation index has risen by 4.6%, the average exchange
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rate has grown to 28.69 UAH/USD, and the wage level
has increased by USD 60.
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Figure 3 shows the growth rates of inflation, the av-
erage official exchange rate, the average monthly salary,
and real GDP.

Inflation growth rate, %

Growth rate of the average official
exchange rate, %

Average monthly salary growth rate, %

——— Real GDP growth rate, %

2022 2023

Figure 3. Growth rates of inflation, Official exchange rate, Real GDP, and average monthly salary
in Ukraine from 2013 to 2023 since the onset of the armed conflict in Donbas, as a percentage of the previous year
Source: compiled by the author based on the data Official website of the Ministry of Finance of Ukraine (2021); Official

website of the State Statistics Service of Ukraine (2024)

A similar trend was observed following the onset of
the COVID-19 pandemic in 2023 compared to 2019:

1) the growth rate of real GDP in 2020 was 3.88%,
increased to 14.28% in 2021, slowed down by 11.41% in
2022, and then surged by 42.74% in 2023;

2) the growth rate of the average exchange rate was
4.29% in 2020, 1.22% in 2021, 18.5% in 2022, and 13.08%
in 2023;

3) the average monthly wage increased by 10.42% in
2020 compared to 2019, by 20.9% in 2021, by 6.03% in
2022, and by 17.4% in 2023;

4) the inflation rate began to rise sharply, with its
growth rate at 0.86% in 2020 compared to 2019, 4.76%
in 2021, 15.09% in 2022, and then slowed down by
16.98% in 2023.

Thus, it can be concluded that prior to 2019, there
was a gradual and consistent increase in real GDP and
average monthly wages, a slowdown in the inflation rate,
but a rise in the average exchange rate. The year 2019
resulted in a slowdown in the growth rate of real GDP to
19.21%, in average monthly wages to 18.41%, in the infla-
tion growth rate by 5.19%, and in the average exchange
rate by 4.96%. Overall, the study identifies three periods:

Period 1(2013-2014) - the build-up of conflict in East-
ern Ukraine. In 2014, Ukraine faced an economic crisis
that deepened and necessitated the reform of key state
institutions. The war in the East and problems in Crimea
hindered these reform processes. Addressing these
challenges required additional resources and renew-
al of the labour force. The contribution of the Donetsk
and Luhansk regions, as well as Crimea, was significant.
These territories accounted for 13.5% of Ukraine's total
area in 2013 and contributed 18% of the country’'s GDP.
Their importance was further underscored by the fact
that they accounted for 25% of industrial production and
formed 25% of Ukraine’s exports (lvanov, 2015). Since
2014, the economic significance of Crimea in Ukraine's

GDP has not been reported by the State Statistics Ser-
vice of Ukraine (Official website of the State Statistics
Service of Ukraine, 2024). Donetsk region produced
5.4% of the country’s GDP in 2018, 5.15% in 2019, 4.89%
in 2020, and 5.19% in 2021. Luhansk region contribut-
ed 1% to the country's GDP from 2018 to 2021 (Official
website of the State Statistics Service of Ukraine, 2024).

Period 2 (from 2019) - the pandemic period began
with the onset of COVID-19, which disrupted the trajec-
tory of development at both the macro and micro levels
and established new foundations for changes in socie-
ty's way of life. These changes affected communication,
work, education, and more. Quarantine restrictions in
most countries, including Ukraine, led to an unprece-
dented transformation in the behaviour of economic
entities at both the consumption and production levels.
Caution became the dominant principle of motivation
amid ongoing uncertainty.

Period 3 (from 2022) - the war period, which intensi-
fied the negative trends caused by the coronavirus pan-
demic and the ongoing war across Ukraine. This period
saw the rapid destruction of infrastructure, driven by the
relocation of businesses from the East to the West. In re-
sponse, on March 17, 2022, the government developed
a business relocation program (Order No. 246-r..., 2022).
This program aims to restore the economy by providing
assistance to businesses relocating from conflict zones
to safer areas in Western Ukraine. Applications are re-
viewed within 1 to 5 days. The state offers support in
selecting relocation sites, transporting and housing em-
ployees, finding new staff, providing logistical support,
and identifying new markets and suppliers. At the end of
March, the total amount of damage inflicted on Ukraine
due to Russian aggression exceeded USD 560 billion.
The majority of the losses were sustained by Ukrainian
infrastructure, accounting for approximately USD 120
billion, while the losses to businesses and organisations
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amounted to an additional USD 80 billion. Ukraine
launched a zero-interest loan program for businesses
during the war, but the loan resources were limited to a
sum of UAH 60 million. Currently, an increase in loan in-
terest rates to 5% is anticipated once the military actions
cease. A simplified taxation system was introduced for
businesses with a turnover of up to UAH 10 billion, appli-
cable to the third group of individual entrepreneurs. The
only tax they are required to pay is 2% of their turnover.
Additionally, during martial law in Ukraine, business in-
spections by regulatory authorities have been limited or
suspended. From April 1, 2022, businesses received UAH
6500 from the state budget for each employed internally
displaced person (Schwartz, 2022). As of March 2, 2023,
800 businesses had been relocated. It is noteworthy that
683 of these have resumed operations in their new lo-
cations. The most popular regions for business reloca-
tion, where the highest concentrations of relocated busi-
nesses are found, include Ternopil (6.3%), Khmelnytskyi
(7.3%), Ivano-Frankivsk (8.3%), Chernivtsi (9.8%), Zakar-
pattia (14.5%), and Lviv (24%) regions (Berezhna, 2023).
As of April 13, 2022, the Ministry of Economy had re-
ceived 1500 applications for the relocation of businesses
from combat zones to safer regions, with 300 businesses
already relocated, of which 121 were operational (Mel-
nytska, 2022; Relocation program..., 2022). According

4.1

39 37
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313 —
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.
ve’
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e
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2022 2023

to World Bank forecasts, Ukraine will spend more than
USD 600 billion on reconstruction and recovery (The
World Bank estimated the financial loss of Ukraine from
the Russian invasion at USD 60 billion, 2022).

In 2023, the Ukrainian economy grew by 5-5.5%, de-
spite a significant decline of 28.8% in 2022. In 2021, the
economy experienced a 3% growth, whereas in 2020,
there was a contraction of 3.8% (Samoilyuk & Levchen-
ko, 2024). The economic recovery in 2023 was supported
by several factors:

rising consumer demand: this was driven by an
increase in household purchasing power and the neces-
sity to spend savings on goods;

business activity: Ukrainian businesses adapted
to the pandemic-related restrictions and ramped up
production;

high agricultural yields in 2021.

The recovery in 2021-2023 could have been more
faster, but it was hindered by the rapid increase in ener-
gy costs due to shortages, the high cost of raw materials,
and the emergence of new virus strains that caused the
pandemic. These challenges restricted production and
disrupted logistics (Just about the economy (based on
the Inflation Report for January 2022, 2022). According
to the NBU, GDP growth rates were expected to gradual-
ly accelerate to 4% (Fig. 4).

GDP growth rate, %

eeeeeee linear (GDP growth rate, %)

2024

Figure 4. GDP growth rates in Ukraine in 2021-2024, %

Source: developed by the author

From Figure 4, it can be concluded that 2022 was ex-
pected to mark the beginning of GDP growth, with fore-
casts based on the linear model y=0.33x+2.7 and a high
R2 coefficient of 0.99, indicating a very strong correlation
between the independent and dependent variab les.

It was also predicted that inflation would gradually
slow down to 7.7% in 2022 and further to 5% in 2023.
In 2021, inflation reached 10% due to rising global food
prices, which impacted internal prices as Ukraine both
exports and imports many food products, coupled with
increased energy costs. Another factor contributing
to high inflation was the rise in income levels among
Ukrainians. As wages increased, so did production costs,
leading to higher prices for goods and services. The
planned deceleration of inflation was attributed to (Just
about the economy (based on the Inflation Report for
January 2022, 2022):

1) a gradual decline in global commodity prices, es-
pecially for energy resources and food, starting from
their high levels;

2) last year's high agricultural yields in Ukraine,
which were expected to mitigate the upward pressure
on food prices;

3) The National Bank of Ukraine’s plan to gradually
raise the key interest rate to encourage citizens to save
rather than spend. There is a direct relationship between
the NBU's key interest rate and bank rates, making sav-
ings in hryvnia more attractive to the public.

The unemployment rate in Ukraine was 9.8% in
2021, 9.1% in 2022, 18.2% in 2023, and 14.2% in 2024,
with plans to reduce it to 10-12% in 2025-2026 (Inflation
report of the NBU, 2024). However, a decrease in unem-
ployment will only be possible if the pandemic subsides
and the economy recovers.

Economic Forum, 2024, Vol. 14, No. 1



The war in Ukraine has caused a surge in the prices
of oil, wheat, and metals, reaching levels higher than
during the 2008 financial crisis. This also applies to gas
prices in Europe. According to IMF forecasts, econom-
ic slowdown in European countries reached 3% by the
end of 2022 (compared to an average growth of 5.6-
6.7% in 2021) with an inflation rate of 5.5%. The IMF
reports that Ukraine’s economy contracted by over a
third - 35% - in 2022. By April 1, infrastructure dam-
age had amounted to USD 68 billion. The agricultural
sector saw a decline in the export of sunflower oil and
corn, reaching only 5-10% of last year's volumes (Zan-
uda, 2022).

The analytical note “Ukraine’s wartime economy:
An operational assessment, April 2022" (Vyshlinsky et
al., 2022) indicates that there will be changes in mac-
roeconomic indicators such as GDP, budget, migration,
agriculture, and industry. The regions most affected by
the war include Donetsk, Zaporizhzhia, Kyiv, Luhansk,
Mykolaiv, Sumy, Kharkiv, Kherson, and Chernihiy,
which collectively account for 30% of the national GDP.
Overall, it is worth noting that GDP in 2022 decreased
by 10%. However, when considering the occupied ter-
ritories, this figure could reach 35-40%. This can be
contrasted with a reduction in energy consumption by
approximately 35%, though at least 70% of Ukraine’s
GDP is produced in safe territories.

As of April 8, 2022, total physical damages amount-
ed to USD 80 billion. The majority of these losses were
in the transportation infrastructure, accounting for USD
39 billion, and housing, which suffered USD 29 billion in
damages. Ukraine’s budget deficit was UAH 166.8 billion
in 2021, UAH 911.1 billion in 2022, and UAH 1.33 trillion
in 2023 (llchenko, 2024). This deficit is expected to in-
crease in the future. Approximately 30% (UAH 32.5 bil-
lion) of the revenue in the 2022 general budget came
from dividend payments by state-owned enterprises,
not including UAH 19 billion from the NBU. This source
of revenue is no longer available, and there is a trend of
sharply declining revenue for the State Budget.

According to UN estimates, as of February 24, 2022,
4.2 million Ukrainians had migrated (Fig. 5). Between
February 21 and 23, 2022, 113000 people relocat-
ed from the Donetsk and Luhansk regions to Russia.
Overall, nearly 6.48 million people have been displaced
within Ukraine due to the war. This has led to a signif-
icant labor shortage in Ukraine, which will likely slow
down the pace of economic recovery in the post-war
period. In Ukraine’s agriculture sector, arable fields and
farms have been the hardest hit by the ongoing war. Ap-
proximately 13% of the land has been mined, making it
difficult to prepare for spring planting. Due to the pro-
longed conflict in the Donetsk, Zaporizhzhia, Luhansk,
Kharkiv, and Kherson regions, there has been a signifi-
cant decrease in production: wheat by 23%, corn by 3%,
barley by 21%, and sunflower seeds by 20%. Ukraine is
a major player in the global market, supplying 44% of
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China’s wheat flour imports, 55% of its corn, and 59% of
its sunflower oil (Vyshlinsky et al., 2022).
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Figure 5. Population left Ukraine as of April 3, 2022, male
Source: summarised by the author for H. Vishlinsky et
al. (2022)

Industrial losses in 2022 amounted to USD 6.7 bil-
lion. Around 100 industrial enterprises have been dam-
aged or destroyed. The metallurgy sector lost 30% of its
assets due to the destruction of major plants such as
“Azovstal”, “MMK llyich”, the Avdiivka Coke Plant, “Arce-
lorMittal Kryvyi Rih", “Zaporizhstal”, and “Kametstal”,
which were among Ukraine's largest metallurgical
plants. Ukraine’s residential complexes have been dam-
aged similarly to educational institutions and hospitals.
As of March 22, 2022, almost all regions have experi-
enced destruction, with the exception of Volyn, Lviv,
Zakarpattia, Ivano-Frankivsk, Chernivtsi, Ternopil, and
Poltava regions (Fig. 6).
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Figure 6. The number of destroyed objects of civil
infrastructure in Ukraine as of March 22, 2022, units
Source: created by the author based on H. Vyshlinsky et

al. (2022)

In 2020, research conducted by the International
Organization for Migration revealed that 40% of individ-
uals displaced after six years of war, whether relocated
to other areas or abroad, did not consider returning to
Donbas (Almost 40% of displaced people do not plan to
return home after the end of the war - survey, 2020).
In April 2022, 10% of Ukrainians who left the coun-
try through the Zakarpattia region had no intention of
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returning, while 11% were still considering it (Ukrainian

refugees: Attitudes and assessments, 2022).

Ukraine faces the challenge of a labour shortage
and a slowdown in post-war recovery due to significant
human and resource losses. These factors will nega-
tively affect the level of development in both regions of
Ukraine, potentially leading to significant deviations in
economic growth indicators. According to the 2023 Unit-
ed for Ukraine study “Willingness of Ukrainians to Return
Home", 28% of respondents plan to return to Ukraine,
while another 62% will return after the war ends (Official

website United for Ukraine, 2024).

A survey conducted by the UN Refugee Agency be-
tween April and May 2023 showed that around 60% of
people expressed a desire to return to Ukraine. By De-
cember 2023, more than 6 million internally displaced
persons (IDPs) from Ukraine had been registered world-

wide (Regional Intent Report No. 4, 2023).

The government is making significant efforts and
developing business renovation packages aimed at re-
vitalising the economy. Among them are the following

initiatives (Vyshlinsky et al., 2022):

1) the initial increase of the annual income limit for
the 3 group of enterprises under the simplified taxa-
tion system from 7.5 million to UAH 10 billion. Subse-
quently, a second assistance package was developed

that eliminated income limits;
2) reduction of the single tax rate from 5% to 2%;

3) removal of restrictions on all types of economic
activities, with the exception of excisable goods and the

gambling business;

4) granting businesses under the general taxation
system the choice between a 2% turnover tax and the
simultaneous payment of VAT (20%) and profit tax (18%);

5) establishment of preferences for taxpayers in the
15t and 2 groups under the simplified taxation system.
Specifically, they were exempted from paying taxes, as
well as environmental and land taxes on objects located
in combat zones, and paid zero excise and 7% VAT on gas-
oline instead of 20%. They also had the right to declare tax
credits on goods based on initial (accounting) documents;

6) expansion of the “5-7-9%" program, allowing
Ukrainian businesses to obtain up to UAH 60 million in
loans without interest payments. After the war, the in-
terest rate will rise to 5%. Loan terms are up to 5 years
for investment needs and up to 3 years for financing

working capital;

7) the state partially guarantees loans issued by
Ukrainian banks to small and medium-sized enterprises

(up to 80% of the total loan amount);

8) small and medium-sized agricultural businesses
with an annual turnover of up to EUR 20 million can ap-
ply for interest rate compensation on loans (up to UAH

50 million) during the sowing campaign;

9) the Export Credit Agency provides financing to
Ukrainian exporters, which helps reduce the cost of fi-

nancing;

10) The National Bank of Ukraine has introduced un-
limited blank refinancing loans to support the liquidity of
Ukrainian banks.

All these measures will contribute to the recovery of
Ukraine's economy in the near future, especially in re-
gions not experiencing active military conflict. The war
has affected not only the nine regions where intense
fighting is ongoing but also other Ukrainian regions. The
discussed GDP losses are the lowest possible estimates
resulting from the war in Ukraine. The economic crisis
has been exacerbated by earlier events, specifically the
conflict in Eastern Ukraine since 2013 and the pandemic
starting in 2019.

The war in Ukraine, which began on February 24,
2022, marks the third asymmetric shock to the EU be-
tween 2000 and 2020, following the 2008 financial and
economic crisis, the Eurozone crisis, and the COVID-19
pandemic. As B. Fontelles (2021) rightly stated, an asym-
metric shock refers to sudden changes in economic con-
ditions that disproportionately affect certain EU coun-
tries. The war in Ukraine impacts neighboring countries
through a growing refugee crisis and high dependence
on Russian natural gas supplies. To prevent the EU from
weakening due to this asymmetric shock, it is necessary
to strengthen solidarity with the most affected countries.

The conflict between Russia and Ukraine has es-
calated into a full-scale war, triggering a humanitarian
crisis that negatively impacts millions of people. This
has led to an economic shock, the duration and scale of
which remain uncertain. The conflict has caused signifi-
cant economic losses and heightened uncertainty, which
has been further aggravated by rising inflation and an
imbalanced recovery from the pandemic. This perspec-
tive is supported by G. Zhyla (2023).

Conflictis an objective social phenomenon. This con-
clusion was reached based on the analysis of research by
P.M. Baltadzhy & L.G. Matveeva (2022). Itis impossible to
avoid contradictions and disputes in social relations, and
effective means of resolving them must be found. These
means can include both conflict-based and consen-
sus-based (alternative) interactions. Society cannot func-
tion without conflicts and contradictions, and it strives to
resolve them. One alternative way of resolving political
conflictsis through dialogue and international mediation.

Conflicts have been inherent to all countries and pe-
riods. The first major military conflict in Europe since Sec-
ond World War is described in the studies of A. Soliman
& E. LeSaout (2024). They were the first to address the
issue of the impact of the onset of the Russian-Ukrainian
war on the dynamics of idiosyncratic volatility and mar-
ket risk in Europe. The conflict altered the relationship
between idiosyncratic volatility and market portfolio vol-
atility even before it escalated. The connection between
aggregate idiosyncratic risk and market risk is being re-
shaped by the military conflict in Ukraine.

The trade consequences of the Russian-Ukrainian
war are primarily seen through adjustments in import

Economic Forum, 2024, Vol. 14, No. 1



prices. This conclusion is supported by the research of
S. Steinbach (2023), who conducted an empirical analy-
sis of the effects of the global trade redistribution caused
by the Russian-Ukrainian war, using detailed trade data
and empirically grounded models aligned with trade
theory to quantify the extent of trade destruction and
diversion resulting from Russia's invasion of Ukraine.

Conclusions

The economic consequences of the war for Ukraine are
extremely negative. This is linked to the impact of the
COVID-19 pandemic, which had already undermined the
country’s growth. The military actions have only wors-
ened the negative imbalances in regional development,
delaying the process of Ukraine’s economic recovery
and reconstruction by decades. Without government in-
tervention and global support, Ukraine will not be able
to overcome the war's negative consequences. The eco-
nomic impacts of the conflicts, based on the proposed
periodisation, can be divided into three groups:

1) Economic consequences of the armed con-
frontations in 2013-2014 due to the conflict in Eastern
Ukraine: The real GDP of the country declined, inflation
rose sharply, and the official exchange rate increased by
4.02 UAH in 2014 and 13.96 UAH in 2015. This situation
negatively affected the social well-being of the popula-
tion, as the average monthly salary of workers plum-
meted from USD 416.5 in 2013 to USD 292.44 in 2014
and USD 192.08 in 2015. Consequently, nominal GDP
dropped from USD 186.07 billion in 2013 to USD 133.35
billion in 2014 and USD 91.05 billion in 2015. Unemploy-
ment stood at 7.7% in 2013 but increased to 9.7% in
2014. Research shows that the military conflict in East-
ern Ukraine negatively affected not only the economic
development of the state but also worsened social wel-
fare and reduced consumer demand.

2) During the pandemic period, the philosophy
of business changed: business shifted from offline to
online formats. Many establishments were forced to
repurpose and establish remote operations, leading
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to significant workforce reductions. However, the un-
employment rate was 9.1% in 2018 and 8.6% in 2019.
The economy reacted more slowly to the pandemic's
consequences. By 2020, the unemployment rate had
surged to 9.9% and 10.3% in 2021. Meanwhile, aver-
age monthly wages increased rapidly: from USD 325.92
in 2018 to USD 406.07 in 2019, USD 429.93 in 2020,
and USD 513.52 in 2021. Yet, the growth rate of aver-
age monthly wages slowed - from 111.32% in 2018 to
18.41% in 2019 and 10.42% in 2020. A similar trend was
observed in real GDP growth: it was 115.59% in 2018,
19.21% in 2019, and 3.88% in 2020. Thus, the pandemic
negatively impacted the country's economic develop-
ment and the social well-being of its citizens.

3) During the wartime period, there was a decline
in both nominal and real GDP in 2022, a sharp rise in
inflation to 126.6%, an increase in the average official
exchange rate by UAH 5.05 per dollar, and a drop in
the average monthly salary of workers by USD 54.06.
The growth rate of average monthly wages was the
lowest in 2022 compared to 2018-2021, standing at
just 6.03%, while real GDP fell by 11.41%. However, this
period also saw a rise in the average official exchange
rate by 18.5% and inflation by 15.09%. In 2023, the sit-
uation somewhat stabilised, marked by a 42.74% in-
crease in real GDP, a 17.4% rise in the average monthly
salary, and a 16.98% decrease in the inflation index.
During this period, the average official exchange rate
increased by 13.08%. This situation demonstrates that
the war in Ukraine has had the most negative economic
consequences of the periods considered.

Further research should focus on developing
measures to mitigate the negative economic impacts
of conflicts.
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AHoTaunifa. KoHOAIKT, 9K YHiKanbHUIA BUJA B3aEMOAI, LLO MONAraE B 3iTKHEHHI iHTepeciB Cyb6'ekTiB CycniIbHUX
BiJHOCMH, CTaHOBUTb HEOOXiAHY YMOBY AN PO3BUTKY UMBIAi3auii. MpoTupivusg cynpoBoAXyBaiu NHOACTBO
NPOTAroM yciei icTopii Ta 3HaXoANAN BiJOOPaxKeHHS y NiTepaTypi, MUCTeUTBI Ta icTopil pisHUX KpaiH i Hapogis. Ha
BUHWKHEHHS | PO3BUTOK 6YAb-AKOro KOHGAIKTY BNANBAOTb eKOHOMIYHI HAaCNIAKN, SKi BUHMKAKOTb Yepes 06'ekTBHE
NPOTUCTOSAHHA MK MPOTUAEXHUMW cunamun. CydacHUA eKOHOMIYHWI NPOCTip MNOrNGAETLCA ANCAPONOPLISMN
Ta XapakTepusyeTbCsa 3MeHLUEeHHAM aary Mix Kpr3amu ta koHdnikTamn. MeToro cTaTTi 6yn10 BUAINEHHS Nepiosis,
AKi BNANBAKOTb HAa eKOHOMIKY YKpaiHM Ta aHani3 eKOHOMIYHWX HACNiAKIB Bif HUX. ABTOPOM po3pobeHO Tesy npo
Te, Lo BilACbKOBWI Nepio HeraTUBHO BM/IVHYB Ha €eKOHOMIKY YKpaiHU. JOCArHEHHIO MeTW CAPUSIOTL Taki MeToAu
AOCNIfKEeHHA: HaykoBa abCTpaKkLis, y3arasbHeHHs, CUHTE3, aHani3, MeToZ NOPIBHAHHS, rpadiuHNn Ta TabANUHWNI
MeTOoAM ANst iHTepnpeTauii faHunX. Lie ,03BOANA0 BUAIUTU TPU OCHOBHUX MNePioAn BUHUKHEHHS KOHONIKTIB B YKPAIHi:
Ha3piBaHHA KOHGNIKTY Ha Cxoai YkpaiHu (2013-2014 pokun), naHgemivHmin nepiog (3 2019 poky), BilicbkoBuiA nepios,
(3 2022 poky). 3a KOXHUM i3 LMX eTaniB NpoBeAeHO aHani3 rnpolecie po3BUTKY eKOHOMIKW YKpaiHW. 3a3HauyeHo,
Lo 6yAb-aKi KOHQMIKTN € Hebe3neuHMMM, OCKiNbKM HecyTb 3arpo3y A5 CyBEepPeHHOI BAaAW LWOAO YyNpaBAiHHA
TepUTOPIAMK, HeCyTb 3arpo3y He nuLle eKOHOMILi YKpaiHW, ane  BCbOMYy CBIiTy. Ha OCHOBI aHani3sy cueHapiiB
PO3BUTKY €KOHOMIKW YKpaiHu 6e3 cTaHy BiliHW BUAINEHO OCHOBHI GpakTopu, aKi 6 CNpusaimn BiAHOBAEHHIO EKOHOMIKN
3a TakMmu Hanpsamamu: BBI, piBeHb 6e3pob6iTTs, piBeHb iHPAALIT, obnikoBa cTaBka HBY. MMpakTU4YHOK LiHHICTIO
po60oTK € Te, LLO aBTOPOM BUAINEHO TPW Nepion BINCbKOBUX KOHPIKTIB B YKpaiHi Ta MpoaHanizoBaHO OCHOBHI
Hacniakn ix. Taknii nigxig 4onomir 4oBeCTy, WO BiiHa B YKPAiHi He nuvLle nocnabntoe yKpaiHCbKy eKOHOMIKY, ane 1
E€KOHOMIKY CYCijHIX Aep>aB; rON0BHOI €KOHOMIYHOK BTPATOK YKpaiHW B npoueci KOHGNIKTIB € BTpaTa TPYAOBUX
pecypciB Ta ANCNpPOonopLii y pO3BUTKY pPerioHis

KAouoBi cAoBa: MignNpreMCTBO; COLianbHO-BIANOBIAANbHUIA bi3HeC;, Kpu3a; BTpaTW; penokauis MignpUEMCTB;
couianbHMin O06pobyT
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