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Abstract. The international environmentis characterised by a dynamic nature, a steady trend towards quantitative
growth and qualitative development, which necessitates a more cautious and balanced approach to the choice of
foreign economic policy, given the complexity of the structure of the world economy, the system of international
economic relations, regulation and management. The purpose of the article was to study the conditions for
ensuring Ukraine's foreign economic activity through the influence of economic diplomacy and to identify tools
for defending the country’s national economic interests on the world stage. The methodological basis of the study
was the tools of historical and logical approaches, analysis, statistical and graphical methods. The article examined
the theoretical and conceptual foundations of economic diplomacy, namely: the essence and importance of
economic diplomacy in international economic relations were characterised; economic diplomacy as an element
of the system of management of the country's foreign economic activity was studied; the mechanism of achieving
national competitiveness through economic diplomacy was outlined. The Ukrainian experience of functioning
of the economic diplomacy mechanism was analysed, in particular: the analysis of economic diplomacy in the
system of national economic security of Ukraine, the analysis of institutional support for the implementation of
Ukraine's foreign economic potential. A new paradigm of economic diplomacy of Ukraine was also developed to
ensure competitive advantages: the main prospects of economic diplomacy in the context of Ukraine’'s European
integration course were identified, the possibility of increasing Ukraine’s international competitiveness through
economic diplomacy mechanisms was substantiated. The practical value of the research results lies in the fact
that the formulated theoretical provisions, conclusions and recommendations can be used: in the scientific and
research sphere for conducting further scientific research on strategic ways to increase the competitiveness of the
national economy in modern economic conditions; in regulatory activities for developing regulatory legal acts and
improving the legislation of Ukraine in the direction of diplomacy in the conditions of dynamic development of the
international environment; in the educational process during the preparation of textbooks and teaching aids on
international economic relations
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Introduction

Since 1991, Ukraine has undergone significant changes
in public life, including the development and improve-
ment of the diplomatic service. Geopolitical changes
since the early 1990s, overcoming the bipolarity of in-
ternational relations have created a favourable envi-
ronment for the transition of Ukrainian diplomacy to a
new level. In order to achieve efficiency and success in
foreign economic activity, it is necessary to clearly un-
derstand, what the concept of “economic diplomacy” is.
Therefore, the first step towards achieving a high level
of competitiveness of any country was to focus on the
conceptualisation of economic diplomacy.

Modern conditions for the development of the in-
ternational environment are dynamic and constantly
changing, which creates significant potential opportu-
nities and poses a number of challenges for the use of
economic diplomacy tools. It was during crises that new
principles for regulating relations between countries
were developed. They can help strengthen the overall in-
ternational economic system. In addition, the number of
integration associations and forums were increasing to
meet growing economic needs. Another trend was the
growing contradiction between economic superpow-
ers, which required more and more decisive reforms
in the international economic order, so the need for a
new global order was important. This can be done by
soft power, economic diplomacy, and will be the key not
only to effective policy, but also to the modernisation
of the global economic system. In addition, the role of
the economy will increase due to dynamic trends in the
development of international economic relations, and
at the same time, the problems in the use of economic
instruments will increase. Taking this fact into account,
states should search for appropriate strategies for im-
plementing economic diplomacy in order to maintain
their relevance in the international arena.

Theimportance ofthistopicwasduetothecrisisinthe
internal political sphere, political instability, military ag-
gression by Russia and a number of social problems that
lead to the loss of Ukraine's status as a reliable partner
on the world stage. Thus, the ability to establish contacts
and find allies were particularly important in the global
arena. Such contacts were based on the art of diploma-
cy, which involved the protection of national interests.

According to K. Flissak (2020), foreign economic ac-
tivity (FEA) of the state, its authorised institutions and
agencies, as well as export-import business activities
and investment and innovation cooperation at the level
of business entities required proper diplomatic support.
As the practice of international relations has shown,
there was no longer any diplomacy outside the economy
in the modern world.

The authors N.M. Levchenko & L.V. Antonova (2020)
noted that economic diplomacy is the most effective
means of preventing threats and reducing national se-
curity vulnerabilities. By balancing economic diplomacy,
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states can gain a number of benefits, such as expand-
ing markets for their own products through integration
into the global market, protecting their own producers
from the negative effects of foreign competition, ensur-
ing quality imports into the country. U.W. Chohan (2021)
considered economic diplomacy as a multilateral pro-
cess that used economic means to achieve diplomatic
goals and vice versa, through the joint creative engage-
ment of international government managers and other
important stakeholders.

As a result of the study, I. Ivashchuk et al. (2022)
noted that economic diplomacy is a multilateral activity
that is developing on a bilateral and multilateral basis in
modern conditions, and also argued its importance in
ensuring the strategic priorities of individual countries’
development and their economic progress. The author
O.M. Sharov (2019) concluded that economic diplomacy
is a system of organisational and legal instruments and
actions in the field of foreign economic policy, based on
the coordinated interaction of state and non-state insti-
tutions to achieve the goals of sustainable development
of the state and ensure its economic security, especial-
ly in the context of globalisation. Its main task was to
achieve economic goals through diplomatic methods,
even if economic instruments were used for this pur-
pose. At the same time, diplomacy can use economic
means (e.g., sanctions) to achieve non-economic goals,
such as political or military, which also fall within the
scope of economic diplomacy.

Scientist V.M. Ivanova (2022) noted that economic
diplomacy is a complex category that includes individu-
al components. Depending on the goals set, there were
trade (commercial), financial, investment, energy, food,
environmental and other areas. In addition, depending
on external factors, one or another area of economic di-
plomacy may be more relevant in specific circumstances.
Yu. Orlovska & M. Derkach (2024) argued that the organ-
isation of economic diplomacy in each state has its own
national characteristics, priorities and decision-making
methods, but the main goal always remained the pro-
motion of economic growth and protection of national
economic interests in international economic relations.
Given the modern trend towards accelerating national
growth by attracting foreign direct investment, nation-
al actions were focused on promoting their country and
sending a clear signal to potential investors that it worth
investing in this particular country.

Studying diplomacy in a broad sense, as a symbiosis
of theory and practice, it worth noting that it was a rather
long intellectual evolution of an interdisciplinary nature
regarding theoretical concepts, scientific definitions of
practical art using politics, law, economics. Throughout
the development of human history, diplomacy, as a state
activity aimed at removing obstacles to international co-
operation in the field of international relations, has been
associated with the foreign policy of the state, officials
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and institutions that implement it. Therefore, given the
diversity of approaches, the measurement of this con-
cept remains largely abstract, requiring a detailed study.

Materials and Methods

The study used both general scientific and specific meth-
ods of scientific knowledge, which provided objective re-
sults at the theoretical and empirical levels. In particular,
the empirical method made it possible to collect factual
information about the interaction of diplomatic agen-
cies and analyse their impact on the development of the
country’s foreign economic activity. This method helped
to form a practical understanding of the methods and
means of economic diplomacy that can be used to
achieve the priority goals of the national economy. The
method of historical and logical analysis were used to
determine the place and role of economic diplomacy in
the structure of the country’s foreign economic activity,
ensuring and increasing its competitiveness, guarantee-
ing national economic security, forming new hypotheses
and identifying areas for further research in the field of
economic diplomacy.

The study used the theoretical method of analys-
ing scientific approaches to the implementation of the
state’s foreign economic policy with the use of diplo-
matic instruments, in particular, the systemic approach,
which allowed to consider the state’s foreign econom-
ic policy as part of the global system of international
economic relations, as well as to study the impact of
globalisation, regionalisation and transnational corpo-
rations on economic diplomacy. The political economy
approach helped to study the relationship between po-
litical and economic interests, as well as to investigate,
how a state's economic interests affect its diplomatic in-
itiatives and agreements. This made it possible to identi-
fy the main trends in the issues under study and to out-
line new proposals and hypotheses for further research
in the context of Ukraine's European integration course.

The analytical method made it possible to break
down complex problems into smaller parts for further
research on current opportunities and threats to nation-
al economic security associated with the globalisation of
the world economic system. The main data for the anal-
ysis were statistical indicators, in particular, the data
from the Official website of the Office of the President
of Ukraine (2020), Top 50 main exporters of Ukraine
2022 (2023), and the Official website of the State Statis-
tics Service of Ukraine (2024). All these sources made it
possible to understand the dynamics of Ukrainian eco-
nomic and diplomatic work in the context of addressing
the country’'s competitiveness, to identify opportunities
and prospects for using economic diplomacy tools to de-
velop the state’s foreign economic activity. The statistical
and graphical methods were used to empirically assess
the status and identify structural changes in the foreign
economic activity of the state under the influence of the
transformation of the world order, and the extrapola-

tion method was used to identify relatively new direc-
tions and aspects of economic and diplomatic efforts
in the system of ensuring national competitiveness and
national security.

Results and Discussion

In modern globalised world, in the context of the grow-
ing number of actors on the world stage, namely states,
transnational companies (TNCs), international organisa-
tions, economic aspects play an increasingly important
role in political affairs, leading to a shift in problem-solv-
ing methods from “immediate response” to “preventive
response”. Geo-economics was replacing geopolitics as
the key goal of the main actors in the international are-
na, while economic power was becoming crucial in de-
termining the rank of states in the world system.

From the point of view of public policy, economic fac-
torswere quiteimportant, asthey had asignificantimpact
on foreign policy. Therefore, based on the importance
of economic issues in a state’s foreign policy, it can be
concluded that in 2024 there was a correlation between
traditional and economic diplomacy in international re-
lations. It worth emphasising that economic diplomacy
explored international economic issues to improve wel-
fare and was key for most states. It most fully described
the political and economic relationship in international
activity, although in fact the interaction of economics
and politics could not always be called economic diplo-
macy. Thus, economic diplomacy was a fairly natural pro-
cess in international relations and the result of the ev-
er-increasing role and importance of economic factors.

On the one hand, economic diplomacy had fea-
tures inherent in commercial activities (e.g., digital cal-
culations and analytical assessments, construction of
econometric models that allow for a comprehensive
assessment of the consequences of the measures un-
der discussion), and on the other hand, it had features
characteristic of traditional diplomacy, the effectiveness
of which depended on an active position and flexibili-
ty in negotiations. This led to the conclusion that eco-
nomic diplomacy is the art of maximising the benefits
of international economic cooperation at minimum cost.
The theory distinguished three stages of economic di-
plomacy development in the structure of a country’'s FEA
(Fig. 1). It was also important to note that the beginning
of the 20" century was characterised by the formation
of a new quality of economic diplomacy. The economic
component of the international community only in the
period of 1970-1990 created conditions for the pro-
gressive acceleration of the global economic process:
from direct service of current and partially prospective
interests of national trade and other business sectors,
to management of these processes at the national level,
and through cooperation mechanisms at the interna-
tional and global levels. Thus, the institution of diploma-
cy with economic goals represented the collected eco-
nomic achievements by diplomatic means, regardless
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of whether economic levers were used to achieve them
(Hrushchynska, 2017). Diplomacy, as an integral part of
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foreign policy, was capable of using a number of meth-
ods and tools to achieve its goals (Fig. 2).

The first stage was the diplomacy
that looks after the economy:
diplomacy protected the interests
of the economy by "protecting"
those, who found themselves
abroad in countries that weren't
always safe, hospitable or civilised

The second stage was diplomacy,
which serving the economy:
diplomacy has always served the
economy in various ways, first by
guaranteeing freedom of trade
routes, then by opening markets,
colonies and spheres of
influence, by preparing trade
agreements. actively supporting
the activities of trading firms

The third stage was diplomacy
that has put the economy at its
service: diplomacy used the
economy to help it, and the
economy, in turn, hepled
foreign police

Figure 1. Stages of development of economic diplomacy in the structure of foreign trade

Source: developed by the authors

[ Official talks and visits at the highest levels

[ Diplomatic meetings, congresses and conferences

\L

Preparation of bilateral and multilateral international
agreements and other diplomatic documentation

-

Active participation in the work of international organisations

~

7

\.

Permanent representation of a state abroad with the support
of its embassies and agencies

~

/

-

\

Diplomatic correspondence

~

[ Publication of diplomatic documentation

[Publicising the government's position on certain international

issues in the media ]

Figure 2. Methods and tools of economic diplomacy
Source: developed by the authors based on Diplomatic Academy under the Ministry of Foreign Affairs of Ukraine (2020)

Many factors contribute to the growing role of eco-
nomic diplomacy in the modern system of foreign eco-
nomic activity (Fedotova, 2019):

1. Internationalisation in all its manifestations and
the growing interdependence of the world economic sys-
tem, which canbetraced attwo levels global and regional.

2. Rapid expansion of the market relations zone,
openness of national economies and their cooperation
through trade and investment.

3. In the world economy, globalisation strengthens
therole of economicdiplomacy, combining the process of
deepening the internationalisation of productive forces
with the simultaneous attempts of transnational corpo-
rations to direct this process to achieve their own goals.

4. Foreign investments contribute to the develop-
ment of international cooperation and cooperation with
international organisations. This reduces the tendency

for countries to become economically closed, and then
openness of foreign activity becomes the norm.

5. The introduction of innovations in the economic
sphere of the state and external openness contribute to
the formation of a positive image of the state.

The institutional mechanism of economic diploma-
cy is a system of authorities for lobbying national eco-
nomic interests in the international arena, state, semi-
state and non-governmental organisations authorised
to represent and promote the national interests of the
state (Dedelyuk, 2017). Since economic diplomacy is a
separate component of the system of international re-
lations, specific standards and methods of economic
diplomacy were used to ensure the international com-
petitiveness of states as participants in this system. To
increase the efficiency of economic diplomacy actors,
clear rules have been defined that cover the principles of
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cooperation, norms of behaviour, regulations, restric-
tions, sanctions, proactive measures, incentives, and
levels of responsibility. These rules were enshrined in a
number of international legal documents, including acts
of the UN and its structural subdivisions, documents of
international organisations, agreements between states
and international organisations, as well as in the legal
acts of states regulating the activities of diplomatic mis-
sions of Ukraine and other countries.

It is important to note that the status of economic
diplomacy in the system of state functions was constant-
ly growing, the list of functions was expanding, and the
quality of work and professional staffing were improv-
ing. Such institutions were led by managers, who had
unquestionable experience in diplomatic work and busi-
ness management, and who had a good understanding
of the goals, national objectives and role of business
entities. Diplomats bear a key responsibility for the suc-
cessful implementation of the state’s economic strategy,
as they effectively protect the interests of the country
and its entrepreneurs on the global economic stage
(Hrushchynska, 2017).

In modern environment, globalisation was facil-
itating a new stage in the development of the global
economy, in which international economic relations
were an important prerequisite for civilised cooperation

between countries, but economic globalisation was a
complex process. On the one hand, globalisation facilitat-
ed the integration of national economies, which makes
it possible to increase their efficiency, accelerate market
reforms and introduce new opportunities. At the same
time, globalisation significantly limited the freedom of
choice in implementing economic policy. National states
were losing the ability to make full use of macroeconom-
ic instruments such as export subsidies, import barriers,
exchange rate regulation or central bank refinancing
rates. In the context of the growing interdependence of
national economies, states were forced to act within the
established rules, taking into account the interests of
other countries that may be affected by their economic
decisions (Novakova & Pashyna, 2017).

The place and role of a state in the system of in-
ternational economic relations depends on, how it
was perceived by the global community. The potential
of a particular country to participate in solving global
problems, the competitiveness of the national econo-
my, and investment attractiveness all form the interna-
tional impression of the state. From the perspective of
improving the country’s competitiveness, the following
elements of foreign policy can be distinguished, and
the role and importance of economic diplomacy can be
traced (Fig. 3).

Economic
Diplomacy
Security
e ) Government
foreign policy
Business
innovation

Figure 3. Elements of foreign policy to improve the country’s competitiveness
Source: developed by the authors based on E.I. Voinova (2018)

Economic diplomacy, with its means and tools, as
well as competitiveness, were integral in nature, as
these areas were closely interconnected and require
the combined efforts of all levels of government from
central to local and the most efficient use of available
state resources. One of the aspects of addressing these
issues was political and diplomatic support for foreign
economic activity of Ukrainian producers and export-
ers, in particular, facilitating their access to global mar-
kets for goods and resources, and increasing national
competitiveness. Such functions were mostly assigned
to economic units at diplomatic missions in host coun-
tries. As noted by V. Rokocha & O. Horbachuk (2019),
depending on the situation, such actions may involve all
official-level personnel: top government officials, min-
istries and institutions, as well as the unofficial level,
which may be represented by the media, the diaspora,

NGOs working together with Ukrainian economists,
businessmen and lawyers. The effectiveness of such
work depends on the coordinated actions of these lev-
els of economic diplomacy.

The next aspect in the context of achieving the
main objectives of economic diplomacy was a balanced,
carefully planned and scientifically sound negotiation
process at the highest level. Such negotiations can be
conducted at both bilateral and multilateral levels. It is
important to choose a negotiation strategy, which was
a fundamental part of global diplomatic activity and a
rational way to protect the national interests of each
sovereign state. Diplomats and government officials
at various levels of small and medium-sized countries
directly involved in negotiations with foreign partners
need to implement the best examples of such strat-
egies, especially in relations with large countries and

Economic Forum, 2024, Vol. 14, No. 4



powerful intergovernmental organisations in order to
achieve economic security of the state (Vyhovska, 2023).

The study of economic security was driven by the
need to examine events such as global economic cri-
ses, military conflicts and geopolitical instability, cyber
threats, socio-economic inequality, assess the evident
changes in the evolution of threats to economic security,
and develop a coherent, consistent vision of the future.
The variety of meanings that describe this concept was
often the result of an understanding of contemporary
reality rather than research in economic science. Reality
showed that all people, sectors of the economy, states,
and regions want to operate in a secure environment.
People, who feel the lack of basic security in their fam-
ilies, at work, in the community, in their state, become
socially irresponsible.

According to the Decree of the President of Ukraine
No. 347/2021 (2021), the essence of national economic
security (Fig. 4) was the ability of the country’'s economy
to ensure sovereign development, maintain the stability
of society and its institutions, and build sufficient defence
capabilities, even in the face of adverse challenges and
scenarios. This also included the ability of the Ukrainian
state to protect its economic interests from internal and
external threats. A key condition for achieving the high-
est level of economic security is Ukraine's transition to
an intellectual and innovative development path.

Global
economic
security

International
economic security

National economic security
Economic security of the region

Economic security of enterprises

Figure 4. Place of national economic security
in the hierarchy of economic security levels
Source: developed by the authors based on H.A. Ivashchenko
(2017)

One of the priority tools for ensuring economic se-
curity was economic diplomacy, as it was a factor that
directly affects the realisation of national interests. Pri-
ority areas of economic diplomacy included export pro-
motion through market diversification and attracting
investment in strategic sectors of the economy.

Economic security was a guarantee of a country’s
independence, a state of stability and efficiency of

Galazi .
alaziuk & Zelinska

society, and therefore economic security was one of
the most important national priorities in many coun-
tries. After the Cold War, economic security changed its
focus from geopolitical to geo-economic, from military
superpower to economic superpower, from political and
ideological competition to economic competition. John
Stremlau, Doctor of Economic Sciences, Vice President
of the Carter Center’s Peace Program, noted in the early
1990s that “we are entering an era, where foreign policy
and economic security are increasingly intertwined, and
economic diplomacy is essential to addressing the chal-
lenges of our era” (Munteanu, 2015).

Although economic diplomacy as a direction of for-
eign policy activity has a long history, the concept of
“economic diplomacy” has recently become part of the
categorical apparatus of such sciences as international
law and related disciplines. Many different definitions
of this term can be found in scientific research. Most of
them, presented in the works of foreign authors, cov-
er the following aspects: facilitating access of national
producers to foreign markets; attracting foreign direct
investment into the national economy; influencing the
formation of international rules to take into account na-
tional economic interests (Imbert, 2017).

Economic diplomacy was an integral part of the
state’s foreign policy activity, which was closely linked to
the security sector, as its effectiveness affects the level
of economic security of the country and the realisation
of its national economic interests (Fig. 5). 0.0. Petry-
shyn et al. (2023) noted that not only the foreign policy,
but also the security vector determined the goals and
objectives of economic diplomacy, as well as the set of
forms, means and methods that it used to implement
foreign economic and security policy.

Meeting the
cultural needs
of the state's

population
RGNS Ensuring milita
economic well-being Ing ry
of all business entities il e ey
National
interests

Figure 5. Components of the state’s national interests
Source: developed by the authors based on D. Palamarchuk
(2020)

It was worth noting that the main components of the
national interests of the state determined the priorities
of the country's development, its internal and foreign
policy, as well as its overall strategic goals. The constitu-
ent elements that affected the economic security of the
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state had a number of characteristics, namely, the eco-
nomic well-being of all business entities involved ensur-
ing economic independence through the development
of a self-sufficient national economy, the development
of education, healthcare and social security, strengthen-
ing competitive positions in global markets, and ener-
gy security. The cultural component took into account
the preservation of historical and cultural values, rais-
ing the level of knowledge and competence of citizens,
and supporting language, culture and traditions. Military

By degree of importance
By duration of action

By area of distribution

e o o o o

Figure 6. Classification

Source: developed by the authors based on O. Mateta (2020)

Economic interests in the structure of national in-
terests constituted the economic component, which
included a set of interests of business entities (national
companies) in all the diversity of their interrelationships.
N.S. lvanova (2020) noted that economic security was a
rather complex multifactorial concept that characterises
the ability of the national economy to grow economically
inorder to meetthe needs of the population and the state
at a certain level; to counteract the destabilising effects
of factors that pose a threat to the sustainable balanced
development of the state; to ensure the competitiveness
of the national economy in the world economic system.

According to the Decree of the President of Ukraine
No. 347/2021 (2021), the economic security of Ukraine
was a complex system, the structure of which was formed
by such types of security as: financial and economic se-
curity; production security; foreign economic security;
investment and innovation security; macroeconomic se-
curity. This approach determined the following tasks in
the field of economic security: ensuring resilience against
external and internal challenges and threats to the na-
tional economic interests of the state and the interests
of its citizens; preserving and developing the country’s
economic power, taking into account the human-cen-
tred approach; guaranteeing national economic inde-
pendence and the ability to protect national economic
interests, including in the high-tech sector (Decree of the
President of Ukraine No. 722/2019, 2019).

Most of the problems that Ukraine has faced since
joining the World Trade Organisation (WTO) existed

and political stability meant protecting the country from
external and internal threats, democratic development
and state sovereignty, territorial integrity and military
power. Each component was important for the stability
and development of the state, and they were intercon-
nected and complementary. Thus, the national interest
was a generalisation of the interests of all members of
a civilised society and included the economic national
interest. In practice, national interests can be classified
according to specific features (Fig. 6).

vital
important

short-term
medium-term
long-term

political

economic

military

scientific and technical
environmental

of national interests

before, due to the inconsistency of internal and glob-
al economic development trends, the lack of modern
high-tech infrastructure and market investment, and
the inability and unwillingness of the national economy
to integrate into the global economy. There were also
other factors, such as the reform of the national public
administration system. However, after Ukraine joined
the WTO, these economic problems and risks became
more significant. It is worth highlighting the key points
of the consequences of this process. The first was the
minimisation of protection of Ukrainian producers from
competition from foreign companies in the internal mar-
ket, reduction of tariffs, introduction of a moratorium on
anti-dumping procedures and reduction of state budget
revenues due to the reduction of import duties.

These problems were most prevalent in develop-
ing economies. However, certain problems still need
to be addressed, such as the problems of integration
with non-WTO countries, imports of outdated technol-
ogies that were no longer competitive or efficient in
the countries of origin compared to the latest technol-
ogies, and the inability of the state to guarantee equal
economic freedoms and rights to all economic entities
in their financial and economic activities, including for-
eign investors. As for the Ukrainian economy, there
may be a lack of a stable and unified strategy for eco-
nomic and political development, “eternal reforms”, a
decline in production and demand for Ukrainian prod-
ucts on the world market, the decline of uncompetitive
Ukrainian industries and business entities, a significant
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increase in low-quality imported goods and counterfeit
products on the national market, the inability of the
authorities to create a favourable investment climate
in the internal market due to economic and political
instability. The structure of exports remained heavily
weighted towards raw materials, which, in response to
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the economic crisis, led to a significant drop in demand
for foreign raw materials and a negative trade balance.
The liberalisation of its trade regime has resulted in
limited ability of the state to regulate its foreign eco-
nomic activity. Ukraine’s main trading partners in 2023
were shown in Figure 7.

thousandsdollars, USA

Poland
Slovakia 1073675.1
Netherlands 1490859.9
Spain

Italy 1536892.9
Germany

Hungary
China

Turkey

1184875.1

Romania

4755386.2

2008263.3

2019672

2406354.7
2368507.4
3764884.4

Figure 7. Trade partners of Ukraine in 2023
Source: developed by the authors based on Top 50 main exporters of Ukraine 2022 (2023)

It is worth noting that 2022 was a year of war, which
posed complex challenges for business entities and
required a quick response to the situation. However,
businesses, having recovered from the stress of the
invasion, began to resume exports in early April 2022
under new security and logistical conditions. Starting in
August 2022, the Black Sea Grain Initiative was imple-
mented, making it possible to restore more than half of
exports. As internal demand declined, companies that
had always focused only on the internal Ukrainian mar-
ket began to look at the foreign market.

The foreign economic activity of enterprises and
Ukrainian business structures should actively partici-
pate in the socio-economic development of the country
and contribute to the enhancement of its international
image. In this case, the integration of the national econ-
omy into the international economic system implied
active positioning in modern scientific and technical
cooperation and international division of labour, world
trade and financial cooperation on the world stage with
international partners on mutually beneficial terms. The
key issue has always been the protection of own na-
tional economic interests. Such goals can be achieved
with the support of a number of factors of managerial,
organisational, operational, legal and financial origin.
In such circumstances, an important place was given to
new non-traditional instruments, methods of support
and organisation of foreign economic activity, in particu-
lar through the full use of commercial diplomacy. In this
context, Ukraine has significant untapped potential in
international cooperation.

Since 2020, the dynamics of Ukraine's foreign eco-
nomic activity has demonstrated the formation of new

trends in foreign trade operations, as well as the emer-
gence of issues related to ensuring stable positions in in-
ternational markets. The regulation of foreign economic
activity in Ukraine was carried out by both state authori-
ties and non-state economic management structures, as
well as by foreign economic operators themselves. The
President of Ukraine, having the most important legal
powers, played a key role in regulating economic pro-
cesses in the country. Therefore, in accordance with the
Basic Law of Ukraine, the President of Ukraine outlined
the main vectors of foreign policy, in particular, econom-
ic policy, influenced the selection and location of person-
nel, and the formation of management structures in this
area of activity (Platonova, 2020). It is worth noting that
the formation and development of foreign economic
activity took place within the institutional environment,
which included a set of institutions and organisational
and economic instruments aimed at creating conditions
for the implementation of this type of activity.

The modern significance of foreign economic rela-
tions lay in their ability to help balance socio-economic
development both at the level of the country and in-
dividual business entities. It is important to effectively
balance exports and imports of goods. It is worth not-
ing that balanced exports and imports may not always
guarantee the effect of a foreign economic transaction,
at least for one party. The balance of exports and im-
ports in terms of currency for the partner countries
does not exclude the possibility that one will make more
profit and the other less. In such situations, it was ad-
visable to use commercial diplomacy tools that support
cooperation between partner countries and their busi-
ness entities, based on mutual interests and maximum

Economic Forum, 2024, Vol. 14, No. 4



Economic diplomacy in the system...

consideration of the interests of the countries participat-
ing in foreign economic relations.

Ukraine’s interest in foreign trade relations with
partner countries should be characterised through the
prism of the geographical structure of exports and im-
ports. The main indicators of dynamics by regions of the
world in the period from 1996 to 2023 were shown in Ta-
ble 1. Russia’s full-scale invasion of Ukraine in 2022 led to
greater tensions in the financial market and higher prices

for all types of goods and economic uncertainty, which
led to an economic collapse. According to the Official
website of the National Bank of Ukraine (2023), the main
internal factor affecting the functioning of the Ukraini-
an economic system was the growing uncertainty about
the scope, scale and duration of global economic tur-
moil caused by Russia’s war against Ukraine. The armed
aggression led to the largest economic decline since
Ukraine’s independence (1991-2024) (Rosola et al., 2023).

Table 1. The structure of Ukraine’s international trade by geography, min USD

Indicators 1996 2006 2012 2016 2021 2023
Exports (total): 14400.8 38368 68830.4 36361.7 68072.3 60205.8
Europe 3456.9 12625.5 17424 13790.1 34213.6 24889.8
Asia 2894.2 8446.2 17681.1 11796.3 247621 8811.4
Africa 209.3 2373.7 5638.2 3865.1 5626.8 1677.9
America 598.3 2550.9 2607.7 735.2 3258.5 754.3
Australia and Oceania 20.1 17.9 50.9 18.3 73.9 21.3
Imports (total): 17603.4 45038.6 84717.6 39249.8 72843.1 61866.1
Europe 4655.6 16804.2 27569.6 18470.2 44327.7 35384.1
Asia 672.6 6143.7 17140.5 8920.5 22244.6 23296.9
Africa 141.5 413 851.3 553.9 12131 713.9
America 931 1465.3 4446.7 2594.8 4833.1 4046.5
Australia and Oceania 24.3 99.5 195.7 120.6 178.1 102.1

Source: developed by the authors based on O. Zelinska (2024)

Russia’s full-scale military invasion of Ukraine has
forced the international community to take appro-
priate response measures, including not only the use
of economic and diplomatic means, such as financial
and humanitarian aid to Ukraine as a victim, but also
the development and implementation of a package of
economic sanctions against the aggressor. All civilised
countries had demonstrated the importance of ap-
plying the most effective methods of pressure on the
aggressor state and its satellites that violate the basic
principles of the international legal order. From a con-
ceptual point of view, sanctions, as the main tool of eco-
nomic diplomacy, perform one of three main functions:
they send a clear signal to the aggressor that its inter-
national partners will not tolerate its actions; they have
a deterrent effect, making it difficult for the aggressor
state to achieve its goals; they force the aggressor to
take concrete steps, such as a ceasefire and withdrawal
of troops (Sharov, 2019).

Thus, in order to develop Ukraine's multilater-
al cooperation with international governmental and
non-governmental organisations and countries of the
international community, in particular to address mil-
itary issues, each state needs a permanent represent-
ative abroad. According to official data published as of
17 March 2023, there were more than 90 diplomatic
missions abroad, while as of 2024, Ukraine has no am-
bassador in 106 countries. It is worth noting that not
all countries need diplomatic relations with Ukraine, as
they have been severed with some states, while in oth-
ers, the level of diplomatic missions was lower than that

of embassies. For example, in some European coun-
tries, such as Belgium, Armenia, the Czech Republic,
Georgia, Liechtenstein, Luxembourg, the Netherlands,
Norway, Hungary and the Czech Republic, Ukraine has
no ambassadors, but was represented by a chargé d'af-
faires. In Asia and Oceania, Ukraine has no ambassador
in Afghanistan, Bangladesh, China, Bangladesh, India,
Kazakhstan, Malaysia, Maldives, Philippines, Sri Lanka,
Thailand, and Yemen. Ukraine has the worst diplomatic
ties with African countries, and the President of Ukraine
has set a goal of renewing relations with African states
by 2023, identifying ten countries, where embassies will
be opened. In the Middle East, Ukraine has no ambas-
sadors in Iraq, Iran, Lebanon, and Oman. All countries
in North America have Ukrainian ambassadors, while
in South America there are no ambassadors in Bolivia,
Brazil, Ecuador, Colombia, Paraguay, Chile, and Uru-
guay. Ukraine does not maintain diplomatic relations
with Russia because of the war (In which countries does
Ukraine not have an ambassador, 2023).

Economic issues have always been a key pillar of the
European agenda, from its inception, in its internal di-
mension as well as in its external dimension since the
origins of the European Economic Community, with the
creation of the European single market and the adop-
tion of a common external tariff and policy. From the
earliest stages, joint industrial projects were adopted
to compete on the global stage and to protect con-
scious European economic interests. However, the EU's
economic diplomacy, despite the general principles
and rules common to its member states, has its own
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characteristics and specific features that should be tak-
en into account, when implementing Ukraine's Europe-
an integration aspirations.

A study of the content, functions, general character-
istics, strategic goals and other aspects of the commer-
cial diplomacy tools of Central and Western Europe has
shown that the structure of the EU economic diplomacy
model should include not only traditional elements, but
also a classification of categories, areas of competence
and levels of the process (Flissak, 2016). The author also
noted that this was important given that the Ukrainian
state was working on a strategic geopolitical vector of its
development, namely, to become part of the democratic
world, as a result, to establish high democratic princi-
ples and standards, and to promote democratic values
in the context of strengthening its position and status as
a subject (not an object) in geopolitics. In March 2019,
the Constitution of Ukraine enshrined the European in-
tegration course, European identity, and determined the
irreversibility of the civilisational choice of Ukraine and
the Ukrainian people, as well as outlined the strategic
course of the state to become a full member of the EU
and NATO (Law of Ukraine No. 2680-VIIl, 2019; Official
website of the Office of the President of Ukraine, 2020)

With the start of Russia’s full-scale military invasion
in 2022, Ukraine set new goals in its relations with the EU
to move closer to its key strategic objective, namely to
receive a clear signal on its EU membership prospects.
An important signal in this process was the EU Council
meeting and the official statement of 11 March 2022,
which stated that the EU Council had requested the Eu-
ropean Commission to present its opinion on the EU ac-
cession applications of Georgia, Modova and Ukraine. As
a result of this statement, new strategic goals were set
for the “fast-track procedure” of Ukraine's integration
into the EU. This refered to the procedure under, which
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the EU institutions will consider Ukraine’s application on
an expedited basis in order to grant Ukraine the status
of a candidate country for EU membership in the near
future with gradual steps towards the single European
space (Statement by the EU Heads of State and Gov-
ernment at the Versailles..., 2022). In 2025, the agenda
was constantly focused on bringing national legislation
in line with the European legal framework, deepening
the integration of national companies into the Europe-
an market, introducing a visa-free regime and further
sectoral integration. These measures will contribute
to Ukraine's successful movement along the European
path, implementation of the basic reforms envisaged
by the Association Agreement between Ukraine, of the
one part, and the European Union, the European Atom-
ic Energy Community and their member states, of the
other part No. 984_011 (2023), and implementation of
the entire package of recommendations of the Europe-
an Commission, which was a prerequisite for the start of
negotiations on Ukraine’s accession to the EU.

A number of obstacles impede the implementation
of full-fledged diplomatic work, in particular in the field
of economic diplomacy. The main obstacle in Ukraine
was the insufficient pace of reforms and the unsatisfac-
tory fight against corruption. Other negative factors in-
cluded Russia's large-scale aggression and the unwilling-
ness of EU member states to further integrate Ukraine.
This situation created preconditions for Ukraine to re-
main a potential supplier of raw materials and cheap
labour. This situation was not fatal, but, given the goals
of European integration enshrined in the Constitution,
it gave Ukraine a real chance to take its rightful place in
the European economic system. Ukraine’s successful in-
tegration into the European community, in terms of eco-
nomic integration, was possible only if a set of actions is
implemented, as shown in Figure 8.

Establishment of a common commodity market based on decisions of state regulatory
authorities agreed within the customs union

Creation of a common market for services, including standardisation in the area
of mutual recognition of licences and certificates

Implementation of joint antitrust regulation, including natural monopolies

Promoting the liberalisation of labour movement, which requires harmonisation
of the legal status of citizens of one EU member state

Formation of a single capital market that ensures harmonisation of currency regulation
requirements

Unification of regulations and implementation of a single economic policy implementation system

Figure 8. Economic and diplomatic directions of Ukraine’s activities to implement its european integration course
Source: developed by the authors based on M. Pashkov et al. (2022)
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The state of the market economy and its compatibil-
ity with Ukrainian realities and the principles of the EU
economic system go beyond the scope of Ukraine’s rela-
tions with the EU. First of all, it is worth considering the
role of the state in economic processes. International
experience has shown that this role cannot be replaced
in the post-Soviet space by traditional direct economic
administration and protection measures or complete
non-interference by the state. All countries of the world
were searching for a “golden mean”, as evidenced by
the growth of protectionism and economic nationalism
(Sharov, 2019).

In the context of long-term economic policy, the
competitiveness of the Ukrainian economy can be seen
as the ability of Ukraine to produce goods and services
in a free market that meet the requirements of interna-
tional markets, while increasing the real incomes of its
citizens. In general, competitiveness was defined as the
ability of a country to create both internal and external
conditions that allow businesses to produce products
that can compete in global markets. Increased compe-
tition in international markets makes countries, includ-
ing Ukraine, constantly look for new sales opportunities,
improve equipment and technologies to produce quality
goods, which allowed them to increase competitiveness
and ensure economic growth.

In 2024, Ukrainian diplomacy was also at the epicen-
tre of accumulating financial and economic resources
to counter military aggression. Constructive interaction
between countries required an awareness of global in-
terdependence, existing threats and potential risks,
the manifestations of which could either destroy the
achievements of civilisation or promote peace, humani-
ty, democracy and freedom.

In the context of addressing the issue of the im-
pact of economic diplomacy on increasing the country’s
competitiveness, it was necessary: first, to determine
the place and role of economic diplomacy in the sys-
tem of ensuring the implementation of Ukraine’s com-
petitive advantages in world markets; second, to clarify
the need to realise the expediency of applying modern
mechanisms of economic diplomacy at the level of com-
petent state authorities, which were entrusted with the
relevant powers to influence the further development of
foreign economic activity of both the state as a whole
and its individual business entities; third, to disseminate
and popularise this type of activity in the Ukrainian busi-
ness environment in order to adequately perceive by all
members of society the essence and potential opportu-
nities of diplomatic support for business entities, as well
as to establish close multilateral ties between business
and authorised state institutions (Fig. 9).

Factors —

Ukraine's competitiveness

Levels

Provisioning <
\4
Sustainability of the — | d
national economy > Regulatoryan Competitiveness of the region
legal
Development of the | | — #
financial environment | Organisational
Competitiveness of the industry
Quantity and qualityofthe [ | [p Structural +
workforce
Ly Financial Competitiveness of the
Level of integrationintothe || enterprise
lobaleconom
& Y > Personnel v

Level of scientificand
technological progress

Activities of state ||
institutions

Product competitiveness

Economic diplomacy

Figure 9. The place of economic diplomacy in the system of ensuring Ukraine’s competitiveness

Source: developed by the authors

As shown in Figure 9, economic diplomacy was a
key tool in the modern system of international econom-
ic relations, aimed at protecting the economic interests
of the state, contributing to the sustainability of the na-
tional economy, attracting investment, developing the
financial sector, promoting exports and strengthening

the country's position in the global market. The role of
economic diplomacy was important for Ukraine, which
sought to strengthen its competitiveness in the glob-
al environment. Ukraine's economic diplomacy was a
key component in ensuring its competitiveness in the
international arena. Not only does it contributed to

Economic Forum, 2024, Vol. 14, No. 4



economic growth, but it also helped to build a positive
image of the country, attract investment, promote in-
novation and expand markets for national businesses.
Effective economic diplomacy was one of the most im-
portant tools for Ukraine’s integration into the global
economic system.

Conclusions

The use of economic diplomacy tools in Ukraine is im-
portant as it will facilitate investment and trade activity
of national enterprises trying to enter the markets of
other countries. Economic diplomacy in modern realities
was an effective mechanism for improving international
partnership and developing public-private partnerships
to achieve socio-economic development and growth,
stimulate exports of goods and services to international
markets and diversify export activities, develop a posi-
tive investment reputation for the country, and improve
its tourist attractiveness. Therefore, developing a strat-
egy to improve Ukraine’'s competitiveness, including
economic diplomacy tools, is important because it will
contribute to the development of the Ukrainian econo-
my, including strengthening trade relations, attracting
foreign direct investment and creating new jobs.
Improving the investment climate is one of the key
ways to enhance Ukraine's prestige and competitive-
ness. Thus, the Ukrainian government should implement
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reforms aimed at making it easier to do business and
ensuring the stability of the political and legal system.
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cedures, reducing bureaucratic barriers and protecting
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vices were needed to improve national competitiveness
and create a positive image of Ukraine in the context of
trade and economic relations with the EU. Improving the
investment environment, actively promoting a positive
image, supporting the development of trade relations
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sure sustainable economic growth.

Prospects for further research are to assess the im-
pact of economic diplomacy tools on achieving the goals
of increasing the competitiveness of the national econ-
omy. In the future, it is necessary to determine the role
of economic and public diplomacy in Ukraine's economic
growth and competitiveness in the post-war reconstruc-
tion period.
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AHoTanifa. MiXHapogHe cepefioBMLLE XapaKTepU3YETbCA AMHAMIYHUM XapakTepowm, CTiiKOK TeHAEeHLIEn [0
KiNbKICHOrO 3pOCTaHHA Ta SAKICHOTO PO3BUTKY, Y 3B'A3KY 3 UMM 3'9BASETLCA noTpeba 6inblu obepexHoro Ta
BMBAaXXeHOT 0 NiAX0AY A0 BUOOPY 30BHILLIHEOEKOHOMIYHOT MONITUKN, BPAaXOBYHOUM CKNAAHICTb CTPYKTYPU CBITOBOMO
rocrnofapcrea, CUCTEMU MIKHAPOAHMX EKOHOMIYHWX BiJHOCWH perytBaHHA Ta ynpasiiHHA. MeTow cTatTi
6yno JocnigKeHHs YMOB 3abe3rneyeHHs 30BHILLHbOEKOHOMIYHOI AiANIbHOCTI YKpaiHK Yepe3 BMAMB eKOHOMIYHOI
AUNAoMaTIl Ta BU3HAUYEHHSA iHCTPYMEHTIB A1 BiCTOMOBAaHHA HALiOHa/lbHUX €KOHOMIYHUX iHTepeciB KpaiHW Ha
CBITOBI apeHi. MeTof0M0ri4YHO 633010 AOCNIAKEHHSA CTaB IHCTPYMEHTapIl iCTOPUYHOTO Ta JIOFYHOro MiAXO4iB,
aHanisy, CTaTUCTUYHOrO Ta rpadiyHOro MeToAiB. Y CTaTTi 6yN0 34iiCHEHO AOCNIAXKEHHS TEOPETNKO-KOHLLeNTya bHMX
3acas QyHKUIOHYBaHHS €KOHOMIYHOI AMMAOMaTIi, @ Came: OXapakTepu3oBaHO CyTb Ta 3HAYEeHHS eKOHOMIYHOI
ANNAomMaTii B MiDKHapOAHWX EKOHOMIYHNX BiAHOCUHAX; AOCNIAKEHO eKOHOMIYHY ANTJIOMATIIO AK e/leMeHT CUCTeMN
ynpas/iiHHA 30BHILLUHLOEKOHOMIYHOI JiS/IbHICTIO KPaiHW; OKPec/seHO MeXaHi3M JOCArHeHHs HauioHalbHOl
KOHKYPEHTOCMPOMOXHOCTI  3acobamMu  eKOHOMIYHOT Aunaomarii. poBegeHO aHania yKpaiHCbKOro JocCBigy
GYHKLIOHYBaHHSA MexaHi3My eKOHOMIYHOI AUNAOMaTIl, 30Kpema: 3AiiCHeHO aHani3 eKoHOMIYHOI AunaomMarTii B
CUCTeMi HauiOHaIbHOT eKOHOMIYHOT 6e3rnekn YKpaiHu, NpoBeAeHO aHani3 iHCTUTYLUiHOro 3abe3neyeHHs peanisaLii
30BHILUHBOEKOHOMIYHOro MoTeHuiany YkpaiHu. TakoX 34iicCHeHO po3pobky HOBOI MapagurMy eKOHOMIUHOI
avnnomartii YKpaiHu ana 3abesnedyeHHs KOHKYPEHTHUX nepesar: BM3Ha4YeHO ro0BHI NepcrnekTnBmY eKOHOMIYHOT
AVNNOMaTIi B KOHTEKCTi EBPOIHTErpaLinHoro kypcy YkpaiHu, o6rpyHTOBaHO MOXAMBICTb NiABULLEHHS MiXHapOAHOT
KOHKYPEHTOCMPOMOXHOCTI YKpaiHV Yepe3 MexaHi3sMu eKOHOMIUHOI guriomaril. [pakTUYHa LiHHICTL pe3ynbTaTie
JOCNIAKEHHS NONATaEe B TOMY, LLO CHOPMY/IbOBaHI TEOPETUYHI NOSOXEHHS, BUCHOBKYM Ta peKoMeHAaLii MOXyTb
6yTV BUKOPUCTAHI: y HayKOBO-AOCNIAHULBKIN chepi - A5 NpoBeAeHHS NOAANbLUNX HAYKOBUX AOCNIAXKeHb NMNTaHb
CTpaTeriyHmMx LWNAXiB MiABULLEHHSA KOHKYPEHTOCMPOMOXHOCTI HaLioHa/IbHOI €KOHOMIKM B Cy4acHUX YMOBAax
roCnoAaproBaHHS; Yy HOPMOTBOPUYI AisNbHOCTI - AN1A PO3PO6AeHHA HOPMAaTUBHO-NPAaBOBWX akTiB | BAOCKOHANEHHS
3aKOHOZABCTBa YKpaiHW/ y HanpsiMKy AUMaoMaTii B yMOBax ANMHaMIYHOIo PO3BUTKY MiXHapPOAHOro cepesoBuLLa;
Yy HaBYanbHOMY MpoLeci - Mig Yac NigroToBKM NiJPYYHUKIB i HABYaNbHO-METOANYHNX NOCIOHUKIB 3 MiXKHAaPOAHUX
€KOHOMIYHWX BiHOCUH

KAlouoBi cAoBa: KoMepLiliHa AWNJOMaTiA; eKOHOMIYHa 6e3rneka; eKOHOMIYHWI iHTepec;, MiXHapoaHe
CniBpOBITHMLTBO; rnobanizauis
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