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The world economy changes its architecture. These changes are caused by the
global technology revolution, which is associated with innovation processes. They
cover a wide range of innovations: from the creation of decentralized systems
based on trust (the blockchain) to open integrations of artificial intelligence
(open Al ecosystem). Such processes configure new features of global markets
and, more to the point, new players in these markets. Consequently, the most
important task for Ukrainian business is to define clear development priorities
related to innovations. This article examines the place of the Ukrainian economy
in innovative global processes, identifies the main problems of entrepreneurship
development under war conditions, and outlines priorities on the way to innovative
reconstruction. An analysis of global innovation trends against the background of
modern challenges was carried out on the basis of the Global Innovation Index
(GII) for 2022, and the place of Ukraine in these processes was determined. The
relationship between innovative contributions and innovative results is shown.
The general entrepreneurial potential of Ukraine was determined, inclusive of the
background of the russian war. It has been analyzed why the labor potential, which
lost its place of work in connection with the armed hostilities of the aggressor, did
not drift into the entrepreneurial private sector and did not join the ranks of the
self-employed population. The innovative attitudes of Ukrainian entrepreneurship
were analyzed and the industries that do not invest in technological innovation
of production were identified. Arguments are presented why innovation can be
the key to getting out of the crisis and a way to increase the competitiveness of
enterprises in the domestic market, as well as promotion to foreign markets.
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CBiTOBa €KOHOMIKa 3MiHIOE CBOIO apXiTeKTypy. L{i 3MiHM BUKIHKaHI TII00aIHHOIO
TEXHOJIOTTYHOIO PEBOITIOIIIEI0, KA TIOB’ A3aHa 3 IHHOBAIIMHIMH TIpoliecaMu. Boru
OXOIUTIOIOTh HIMPOKHI CIEKTP 1HHOBAIi: BiJ CTBOPEHHS JELEHTPaIi30BaHUX
CHCTEM, 3aCHOBaHUX Ha JOBIipi (OJIOKYEIiH), 10 BIAKPUTUX IHTETpPALii MTyYHOTO
inTenekTy (Bimkpura exocumcrema III). Taki mpomecu (OpMyIOTh HOBI pHCH
mI00aNPHUX PUHKIB 1, 0 BaXKIUBIIIE, HOBUX TPaBIB Ha IUX puHKaX. OTKe,
HaWBaXJIMBIIINM 3aBIAaHHSAM Ui YKpaiHCBKOTO Oi3HECY € BHU3HAYCHHS UiTKUX
MPIOPUTETIB PO3BUTKY, IOB’S3aHUX 3 IHHOBAmisIMU. Y I CTaTTi IOCIHIIKEHO
Miclle yKpalHChKOI €KOHOMIKHM B iHHOBAL[IIfHUX CBITOBHX IpOIECaX, BU3HAYECHO
OCHOBHI NpOOJIEMH PO3BUTKY MiANPUEMHHUIITBA B YMOBaxX BIHHHM Ta OKPECICHO
MIPIOPUTETH Ha LUISAXY 1O IHHOBaliiHOI pekoHCTpyKuii. Ha ocHoBi I'mobansHorO
inHoBauiitHoro inaekcy (GII)3a 2022 pik mpoBeneHo aHali3 CBITOBUX IHHOBALlI THAX
TEHJCHII Ha TN CydJaCHHX BHUKIHMKIB Ta BH3HAYEHO Micle YKpaiHH B IHX
mponecax. [TokazaHo 3B’S30K MK iIHHOBAI[IHHMMH BHECKaMH Ta 1HHOBaIlIHHUMU
pe3yabraramMy. Bu3HayeHO 3araibHUH MiJNIPUEMHUIBKHN MOTeHLian YKpaiHu,
B TOMy 4YMCIi Ha T pociiicbkoi BiiiHu. [IpoananizoBaHO, YOMYy TPYIOBHi
MOTeHLiaJl, SKUH BTPaTUB MicIie poOOTH Y 3B’A3KY 31 30pOHHMMHU JisiMU arpecopa,
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He npeiidyBaB y MiINPUEMHHLBKHNA IPHBATHHN CEKTOp i HE IIONOBHHB PSIH
CaMO3alHATOTO HaceleHHA. [IpoaHai3oBaHO iHHOBAIIIIHI HACTPOi YKPaiHCHKOTO
MiAMPUEMHUIITBA Ta BH3HAUCHO Taiy3i, sIKi HE IHBECTYIOTh Yy TEXHOJIOTIUHE
OHOBJICHHS BUpOOHMLITBA. HaBeneHO apryMeHTH, YoMy iHHOBalii MOXYTb CTaTH
KJIFOYEM JI0 BUXO/ly 3 KPH3H Ta CIIOCOOOM ITiIBUILIEHHS KOHKYPEHTOCIIPOMOXKHOCTI
MiAMPUEMCTB Ha BHYTPIIIHBOMY PHHKY, a TAKOX POCYBaHHsI Ha 30BHIIIHI PHHKH.

Problem statement

The global competitiveness of the world’s economies
has determined Ukraine’s place in several rankings,
and the steps assigned to its economy show an alarming
trend. On the eve of the large-scale invasion of the russian
federation, Ukraine ranked 44th among 141 countries in
the world according to the skills indicator, with a score
of 69.9 on a 100-point scale, and according to the “skills
of the future workforce” criterion it ranked 26" (72.6).
Supposedly these are quite decent indicators for a country
that has been at war with an aggressor since 2014. But
if you look at the “innovation capability” indicator, the
picture will be different. Ukraine ranked 60" (40.1), and
by “business dynamism” it ranked only 85th (57.2), and by
sub-indices of the growth of innovative companies it was
109" (42,8) [1]. That is, Ukraine has a fairly high-quality
labor potential, but it cannot realize itself. The domestic
economy is structurally drifting towards simplification and
primitivization, which is caused by a terrible situation with
the involvement of the latest technologies in production
processes at almost all industry levels. High-tech exports
fell below 5 % (in the EU, this figure is 15.6 % on average,
and in the world as a whole — 20.8%) [1]. Therefore,
Ukrainian business faces the task of becoming innovatively
oriented in order to take away its competitiveness and enter
global markets.

Analysis of latest research and publications

Research of the innovative capacity of Ukrainian
business is carried out rather half-heartedly and there are few
publications in this direction, and against the background
of the large-scale invasion of the russian federation, this
subject matter has almost disappeared. However, general
studies of economic competitiveness ratings and surveys
of entrepreneurs provide a lot of information for analysis.
Razumkov Institute with the assistance of the Konrad
Adenauer Foundation Representation Office in Ukraine[1],
Global Innovation Index 2022 [2], World Bank, World
Development Indicators Database [3], Inflation Reports of
the NBU [4], World Economic Forum 2023 Reports [11]
and others provide a lot of analytical information, including
on Ukraine. A very interesting analytical presentation by
Yevhen Angel provides a picture of the business climate
of one region in comparison with the entire economy of
Ukraine [5], reports of global trade activity [9], etc. But the
priority of innovative activity of Ukrainian entrepreneurship
needs more attention and strategic initiatives on the part of
the state, especially against the background of war.

Objective formation

The purpose of the article is to analyze the main problems
of the development of entrepreneurship in Ukraine under
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conditions of war and outline the priorities on the path to
innovative restructuring of domestic business.

Presentation of the main material of the research

A comprehensive program of post-war reconstruction
of Ukraine and the development of domestic business
should be based on the creation of an innovative economy
that has mechanisms for integration into modern
developed markets. The elements of this program should
be implemented by the Ukrainian state rather quickly, even
under conditions of the ongoing aggression of the russian
federation. If this is not the case, the reconstruction strategy
can turn into a path that will lead the country to long-term
impoverishment with acute social problems. Unfortunately,
the war that has been going on since 2014 slowed down the
technological development of the Ukrainian economy, and
the large-scale invasion of the russian federation almost
stopped the scientific and technical movement, which
distanced Ukraine from the leading countries within this
framework. Evidence of this are the world rankings.

The Global Innovation Index (GII) 2022, which tracks
the latest global innovation trends against the backdrop of
today’s challenges, reveals the world’s most innovative
economies by assessing the innovation performance of
approximately 132 economies, highlighting innovation
strengths and weaknesses. In this rating, Ukraine ranked
57th, dropping 8 places over the year (Fig. 1).

GIIYR Gli Innovation inpuls  Innovation oulputs
2020 45 7 a7
2021 49 76 a7
2022 57 ™H 48

Fig.1 — GII Ratings of Ukraine for 2020-2022 [2]

Asisobvious, in 2022 Ukraine rather invested in innovation
than received innovative products, the domestic economy
ranked 75th in terms of the volume of innovations involved,
which is higher than last year, but lower than in 2020.

Ukraine ranks 4th among 36 countries of the world
with below-average domestic income and 34th among
39 European economies. However, a rather interesting
indicator of innovative performance in this study shows
some optimism. The bubble chart below shows the
relationship between income levels (GDP per capita) and
innovation performance (GII score) (Fig. 2). The trend line
indicates the expected innovative productivity according
to the level of income. Economies above the trend line
are performing better than expected, while those below
are performing below expectations. Compared to GDP,
Ukraine’s indicators exceed expectations of its level of
development.
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Fig. 2 — Positive relationship between innovation and development [2]

The diagram (Fig. 3) shows the relationship between
innovative contributions and innovative results. Economies
above the limit actually turn expensive investments into
even greater innovation and higher quality products.
Ukraine produces more innovative products compared to
the level of innovative investments.

60

40

Ukraine

Output score

20

In reference to the overall entrepreneurial potential,
Ukraine’s indicators exceed the average level of income
for the group of countries with incomes below the
average according to six main principles, namely:
institutions; human capital and research; infrastructure;
business sophistication; knowledge and implementation
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Fig. 3 — Innovative investments for productivity [2]
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technologies and creative results. But if we look at
Ukraine’s rank among the countries of the European
Union, then, unfortunately, Ukraine’s indicators are lower
than the average for the region at all GII levels.

When analyzing the potential of an entrepreneurial
initiative, an important indicator can be the percentage
of the self-employed population in the total employable
population. Data from the World Bank give figures
including 2021. Disappointingly, 2022 analytics for
Ukraine have not yet been published. But the trends are
clear. The share of family and self-employed workers as
a percentage of total employment was 14.25% in 2020
and 13.93% in 2021. [3] Salaried workers, on the other
hand, are those who hold types of work defined as “paid
work” where workers have explicit (written or verbal) or
implicit employment contracts that give them the basic
remuneration, which does not directly depend on the
income of the division for which they work, is 84.95%
in 2020 and 85.28 % in 2021. [3]. Relative unemployment
is 9.48% and 9.83 %. Based on the official report of the
National Bank of Ukraine in the first quarter of 2023 the
unemployment rate was 20 % [4]. According to unofficial
data, this indicator is much higher. It should be noted
that the labor potential, which lost its place of work in
connection with the armed hostilities of the aggressor, did
not flow into the entrepreneurial private sector and did not
replenish the ranks of the self-employed population. Why
is this happening, if we take into account the fact that the
overall demand for an innovative product has remained
rather specific.

The results of the July monthly survey of business
managers “Ukrainian Business During the War”, conducted

Year-to-year balance between
better/worse grades
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by the Institute of Economic Research and Political
Consultations, showed an increase in pessimistic attitudes
(Fig. 4), emphasizing that:

— security remains the main obstacle for the
development of enterprises, which directly affects
investment attractiveness;

— 63% of entrepreneurs (59% surveyed in May)
consider the permanent and uncontrolled increase in prices
for raw materials and goods a threat to business;

— difficulties with logistics 43 % (38 % in May);

— the probability of unforeseen problems with energy
and water supply — 38% of entrepreneurs complained
about this;

— labor shortage became more relevant and moved
from 6th to 4th place;

— “Disruption of supply chains” was also included into
the top five obstacles.

As for illegal and unfair practices, the majority of
respondents did not name any of them as widespread.
At the same time, unfair court decisions (2.9 points) and
corruption in local authorities (2.8 points) were called more
common, and raidership and property seizure (2 points)
were the least common (Fig. 5).

The studies carried out demonstrate a change in
priorities in the business environment. At the beginning of
the spring of 2023, only 3% of businessmen considered
technological backwardness to be an obstacle (Fig. 6).
Instead, the adverse political situation (including war) and
low demand were cited as the main problems.

The issue of outdated technologies in Ukrainian
entrepreneurship traditionally occupied the lowest
levels of management priorities. Business considered

Year-to-year balance between
better/worse grades (against the size)

Fig. 4 — Results of the July survey of enterprise managers “Ukrainian Business During the War” [5]
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lllegal and unfair practices as an obstacle to doing business
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Fig. 5 — Results of the July survey of enterprise managers “Ukrainian Business During the War” [5]
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Fig. 6 — Outdated technologies as an obstacle for business.
July survey of enterprise managers “Ukrainian Business During the War” [5]

and now considers as its main task to survive in any
way. And the latest technologies fall out of the focus of
attention of the heads of enterprises. However, despite
the destructive aggression of the russian federation, most
entrepreneurs declare their desire and plans to introduce
innovative technologies. According to surveys, almost
a quarter of businessmen consider the development and
implementation of the latest technological cycles to
improve the quality of products and services to be one
of the first priority measures. For 46% of managers,
innovations are acceptable partly within the limits
of competitive advantages. Unfortunately, a third of
businessmen (31 %) are not at all interested in innovation.
Attention to innovative activity is proportional to the
size of the business. The following rule applies here: the
larger the enterprise, the greater the chances of attracting
investment in technology development. Only 13% of
small businesses are interested in the latest developments,
and this is a big mistake of a small private business, which
loses competitiveness and opportunities for expansion
and, even, promotion to global markets.

If we look at the interest in innovations in the sector, we
will also see the consequences of a certain philosophy of
business managers in different areas (Fig. 7).

Apparently, the latest technologies are not interesting
for half of the manufacturers of building materials. At
the same time, this industry is the most crisis-prone and
problematic in Ukraine, even despite high consumer
demand. A quarter of machine builders also show no
interest in innovation, which drags Ukraine to the periphery
of developed economies.

Conclusions

Ukrainian business should pay more attention to the
involvement of the latest technologies in its production
processes. And it is right in a time of bitter trials, generated
by the war of the russian federation against Ukraine, that
innovations can become the key to getting out of the crisis
and a way to increase competitiveness in the domestic
market, as well as to promote to foreign markets. State and
non-state institutions should take an active part in promoting
the development of innovative strategies of enterprises.
Innovation should become the main strategy of both the
state and entrepreneurship in all spheres of production. The
reconstruction of Ukraine should take place on the basis
of the latest philosophy of industrial and entreprencurial
activity. Only then will Ukraine have a real chance to join
the ranks of the world’s developed economies.
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Fig. 7 — Relevance of innovations depending on industry.
July survey of enterprise managers “Ukrainian Business During the War” [5]

References

Sectoral integration of Ukraine into the EU: prerequisites, prospects, challenges. Representation Office of the Konrad
Adenauer Foundation in Ukraine. Kyiv, 2020. URL: https://razumkov.org.ua/uploads/article/2021_sektor eu ukr.pdf
Global Innovation Index 2022. Global Innovation Index 2022. UKRAINE. URL: https://www.wipo.int/edocs/
pubdocs/en/wipo_pub 2000 2022/ua.pdf

World Bank, Database of Global Development Indicators. International Labor Organization. ILOSTAT. 2023.
URL: https://ilostat.ilo.org/data/

National Bank of Ukraine. Inflation Report. April 2023. URL: https://bank.gov.ua/admin_uploads/article/IR_2023-Q2.
pdf?v=4

Angel Yevhen. Business Climate of the Cherkasy Region: What are the Prospects for Recovery and Modernization
of the Region’s Business? based on the results of the “New Monthly Enterprise Survey”. Uman, June 9, 2023.
URL: http://www.ier.com.ua/files/Public_events/2023/Anhel Uman_09.06.2023 .pdf?fbclid=IwWAR3W11v120m_6
6JPhoiGK98P 2y19jNtXV19gd4iJ947gd1 GTtCWNIDxPeQ

A Connected Digital Single Market for All: Communication from the Commission to the European Parliament,
the Council, the European Economic and Social Committee and the Committee of the Regions on the Mid-Term
Review on the implementation of the Digital Single Market Strategy. European Commission. Brussels, 10.5.2017
COM(2017) 228 final. P. 19-20.

Global inflation will fall in 2023 and 2024 amid subpar economic growth. /MF. URL: https://www.imf.org/en/
Publications/WEO/Issues/2023/01/31/world-economic-outlook-update-january-2023

Prospects of the World Economy in 2023-2024. NISD. 2023. January 26. URL: https://niss.gov.ua/doslidzhennya/
mizhnarodni-vidnosyny/perspektyvy-svitovoyi-ekonomiky-v-2023-2024-rokakh

Global Trade Update (December 2022). UNCTAD. URL: https://unctad.org/publication/global-trade-
updatedecember-2022

Mansoor Z. UAE Partners with WEF to Support Trade Tech Initiative. Gulf Business. 2023. 20 Jan.
URL: https://gulfbusiness.com/uae-partners-with-wef-to-support-trade-tech-initiative/

The Global Growth Story of the 21st Century: Driven by Investment and Innovation in Green Technologies and
Artificial Intelligence. World Economic Forum. 2023. 13 Jan. URL: https://www.weforum.org/agenda/2023/01/
global-growth-story-of-the-2 1 st-century-Ise-grantham-systemiqdavos2023/



