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Challenges and prospects of innovation
and investment development of enterprises in the post-war period

M Abstract. Innovation and investment development a key factor that will influence the recovery and development of
enterprises in the post-war period. Investments in innovations can become a source of economic growth after the war,
which will stimulate the creation of new jobs, and increase the productivity and competitiveness of enterprises, which
will contribute to the development of all sectors of the economy. Thus, the study aimed to identify the main problems
and opportunities for investment and innovative business development in the country in the post-war period. Theoretical
research methods such as generalisation, statistical analysis, in particular, data aggregation and sample grouping, and
analysis of development indices were used to achieve this goal. The study, based on the analysis of key factors, substantiated
the relationship between investment and innovation, as well as between investment opportunities and financial results

Article’s History: Received: 11.02.2024; Revised: 15.05.2024; Accepted: 27.06.2024

Suggested Citation:
Berdar, M., Kot, L., Martyniuk, L., Yevtushevska, O., & Sapachuk, Yu. (2024). Challenges and prospects of innovation and investment
development of enterprises in the post-war period. Economics of Development, 23(2), 27-37. doi: 10.57111/econ/2.2024.27.

*Corresponding author

Copyright © The Author(s). This is an open access article distributed under the terms of the
BY

Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)



Challenges and prospects of innovation...

of business entities. Several key issues that hinder the innovation and investment development of enterprises in Ukraine
and will have an impact in the future were identified and analysed in detail using statistical data, including the lack of
financial resources, lack of proper infrastructure, problems with human resources, and corruption, which significantly
affects Ukraine’s position in certain international investment ratings, resulting in difficulties in attracting foreign capital.
It was established that all the above problems were significantly escalated as a result of the war. The features of innovative
activity of enterprises in the conditions of war were studied and the main directions of support required by business in this
area were formed. The necessity of comprehensive state support to stimulate the innovation and investment development
of enterprises in the post-war period was substantiated. The results of the study can be used by public authorities, business
entities and the scientific community dealing with the issues of innovation and investment activities of enterprises

M Keywords: competitiveness; financial resources; economic recovery; infrastructure; government support; financial

incentives

N INTRODUCTION

The war that has been going on in Ukraine since 2014 has
triggered transformational changes both at the national
level and at the level of business entities, which have par-
tially or completely changed their operating conditions,
from reorientation to new, European, markets to relocation
of production facilities and revision of business strategies.
The challenging socio-economic conditions currently pre-
vailing in Ukraine have a significant impact on business
development. New problems that business entities face all
the time require rapid adaptation to modern realities. The
innovation and investment component can become a cat-
alyst for restoring and unlocking the economic potential
of enterprises, both now and after the end of the war. The
innovation and investment development of enterprises in
the post-war period is critical for economic recovery and
further sustainable economic growth. As a result of the war,
businesses faced destroyed infrastructure and production
capacity, as well as economic instability. Therefore, oppor-
tunities for innovative solutions and investment projects
need to be created to help restore production capacity, in-
crease productivity, and provide a positive impact on the
economy (Garafonova et al., 2023).

The problems of innovation and investment activity
in the period of post-war reconstruction of Ukraine were
studied by V. Levytskyi & S. Radynskyi (2023). The au-
thors concluded that the regulatory framework needs to
be improved to ensure the development of the country’s
innovation system and the gradual application of the prin-
ciples of attracting public investment and managing inno-
vation. However, they did not indicate what exactly in the
legal documents should be changed to promote innovation
and stimulate investment, and how this will affect these
processes in the post-war period. The conditions for pre-
serving and post-war development of the innovation and
investment potential of Ukrainian enterprises were studied
by R.V. Mann & S.V. Makhno (2022). According to the re-
sults of the study, the researchers argued that the introduc-
tion and intensification of the investment and innovation
component in the activities of enterprises is a long-term
and systematic process that involves the comprehensive
work of both business entities and government agencies.
In particular, the authors proposed to develop an algorithm
for the practical implementation of legislatively enshrined
instruments aimed at stimulating both investment and
innovation activities, with an emphasis on protecting in-
vestors’ rights and expanding government programmes of
preferential business lending.
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M. Panchenko (2023) dedicated considerable emphasis
to digital transformation as one of the key areas of post-war
revival and the development of innovation and investment
opportunities in the national economy. The author con-
cluded that the introduction of digital technologies into
the national economy will contribute to a more effective
disclosure of the innovation and investment potential of
Ukrainian business, as well as contribute to the modernisa-
tion of Ukrainian society, making it more adaptable, mobile
and ready for change. However, the study did not explore
how to implement digital transformation and how to en-
courage businesses to do so. O. Popelo & V. Malysh (2023)
noted that the prolonged economic changes caused by the
war create a need for accelerated implementation of inno-
vative solutions, which involves the use of new manage-
ment methods that should also consider the specifics of
state regulation and support for small and medium-sized
businesses, both during the war and in the post-war period.
In other words, the authors considered adaptive manage-
ment as a key approach that should be used by domestic
enterprises for innovation and investment opportunities.
0. Kulakov (2023) analysed the current state of innovation
and investment activity in Ukraine in his study. The results
obtained gave grounds to assert that the key indicators of
innovation and investment activity indicate insignificant
changes in this area, which hurts the competitiveness of the
Ukrainian economy. The author noted that the problems of
the low level of innovation orientation of enterprises and
the lack of investment attractiveness remain unresolved.

Despite the existing developments, the issue of factors
that influence the innovation and investment activities of
enterprises in the current crisis conditions remains insuf-
ficiently covered and the relationship between investment
and innovation of business entities in Ukrainian realities is
not sufficiently substantiated. Therefore, the study aimed
to identify the main problems and barriers in the innova-
tion and investment activities of Ukrainian enterprises and
assess the prospects for their post-war development based
on investment in innovative solutions.

B MATERIALS AND METHODS

To establish and substantiate the relationship between in-
vestment and innovation in enterprises, as well as to de-
termine the role of the state in investment and business
development, scientific studies were analysed. Theoretical
methods were used to analyse and interpret existing theo-
ries and concepts in the field of investment and innovation
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development, in particular, the generalisation of induction
and deduction. The relationship between the financial re-
sults of enterprises and their investment and innovation
activities was established. Using empirical data, based on
the method of formalisation, several barriers had been
formed that limit the innovation and investment devel-
opment of enterprises in Ukraine and will increase in the
post-war period. Analysis of statistical data published by
the State Statistics Service of Ukraine (Capital investment
by type..., n.d.; Capital investment indices..., n.d.; Expend-
iture on research..., n.d.; Net profit..., n.d.; Sources of fi-
nancing..., 2020; Implementation of innovations..., 2021;
Number of innovatively..., 2021) was carried out.

The structural analysis method, in particular, the share
indicator, which determines the relative contribution or im-
portance of a particular element in the formation of the fi-
nal result, was used to determine the share of expenditures
on research and development (R&D) about gross domestic
product (GDP), the share of implemented investments in
R&D in the total amount of capital investments, the share
of innovatively active enterprises in the total number of
business entities, as well as the share of the volume of sold
innovative products. To analyse investment and innovation
activity, the indicator of capital investment was used, since
it characterises the financing of costs incurred for the pur-
chase or production of both tangible and intangible assets,
including investments in the purchase, development, and
creation of rights to use natural resources, various proper-
ty assets, information technology products and databases,
patents, licences, and other copyrighted items. At the same
time, the dynamics of the capital investment index were
studied to determine the impact of inflation.

Based on the graphical method of grouping and dis-
playing data, which uses graphs to visualise and analyse
relationships to identify patterns, the trends in the change
in the capital investment index and the share of innova-
tive products sold in the total number of all products sold
by industrial enterprises in Ukraine were identified. Indi-
cators of time series analysis, particularly the growth rate,
which characterises the percentage rate of change relative
to a certain period, were used to determine the percentage
change in R&D costs in 2015-2022, official statistics for
2023 are not available. A sociological survey of Ukrainian
business conducted by the Institute for Economic Research
and Policy Consulting (Kuziakiv et al., 2023) was used to
assess the relevance of innovation activities of enterprises
in Ukraine during the war, and the key desirable factors for
Ukrainian enterprises to stimulate their investment and
innovation activities were formed.

M RESULTS

Innovation and investment activities involve enterprises
investing financial resources in the R&D of new, innovative
products, technologies, or processes to increase their com-
petitiveness and revenues (Hou & Feng, 2024). Several key
aspects can be identified. The relationship between innova-
tion and investment is key to the development of any econ-
omy (Cherep et al., 2021). Innovations contribute to the
creation of new products, services, technologies and pro-
cesses that can improve productivity, competitiveness and
quality of life. Investment, in turn, provides the resources
to implement innovative ideas and projects. Investment
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provides financial support for R&D, the introduction of
new technologies and the creation of innovative products.
Without adequate funding, innovative projects may remain
at the conceptual stage or lack sufficient resources for ef-
fective development (Shabbir & Wisdom, 2020). Undoubt-
edly, investment and innovation activities stimulate com-
petitiveness. Innovations can help companies differentiate
themselves from competitors by creating unique products
or services (Audretsch et al., 2024). Therefore, investments
in such innovations allow companies to maintain or en-
hance their competitiveness in the market.

On the other hand, innovative activities create op-
portunities for additional capital attraction. Successful
innovation projects can attract new capital to compa-
nies or regions. Investors are interested in promising in-
novations that can generate high returns in the future
(Gongalves et al., 2024). Investing in innovation can create
new market opportunities for businesses and their inves-
tors. Innovations often open the door to new market seg-
ments or allow businesses to take leadership positions in
existing markets. In addition, innovation can lead to an
increase in the efficiency of resource use. Innovations can
contribute to more efficient use of resources, which in turn
can lead to increased profitability and lower costs (Ocadiz
Amador & Robles Acevedo, 2023). Therefore, investing in
such innovations is beneficial from an economic point of
view. Thus, innovation and investment are interconnected
and interdependent, as innovation requires investment for
its development, and investment can stimulate innovation,
which in turn contributes to the growth of both business
entities and the country’s economy as a whole.

The ability of enterprises to implement innovation
and investment projects is influenced by the performance
of their core business activities (Sinoimeri & Teta, 2023).
The profitability of an enterprise determines its financial
capacity and ability to invest in innovation. The relation-
ship between profitability and investment in innovation
can be viewed from several perspectives. The first is access
to capital for investment, i.e. firms with high profitability
usually have better access to capital. They can more eas-
ily raise funds through equity, bank loans, or corporate
bonds. This allows them to finance innovative projects and
research without significant financial constraints. In ad-
dition, companies with successful financial performance
attract investors and risk capital. Investors who see the po-
tential in enterprises with high profitability may be more
inclined to invest in innovative projects of this enterprise
(Liang et al., 2023). Another aspect is an accumulation of
internal reserves for innovation, i.e. high profitability al-
lows enterprises to build up internal reserves that can be
used to finance innovation. This is important because it re-
duces dependence on external sources of funding and the
risks associated with external loans or investments.

Businesses that are focused on long-term success
and strategic development may be more inclined to in-
vest in innovation, even if it requires significant upfront
costs. These organisations recognise that innovation can
be a key factor in ensuring long-term competitiveness
(Peng et al., 2022). Therefore, given all the above, it is pos-
sible to argue that an enterprise’s profitability determines
its ability and propensity to invest in innovation, which
in turn can contribute to its development and maintain
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competitiveness in the market. Before the full-scale war,
enterprises in Ukraine faced several challenges in inno-
vation and investment. Lack of financial resources was
one of the key barriers in this area. Many enterprises in
the Ukrainian economy had limited access to financial
resources for R&D, the introduction of new technologies

and the creation of innovative products, and the full-scale
war further impeded the development of innovation (Ma-
kohon & Adamenko, 2023). For example, R&D expendi-
tures in 2016-2022 grew by an average of only 1.07% per
year, and comparing 2022 to 2015, expenditures increased
by only 6.1 billion UAH (Table 1).

Table 1. Expenditure on R&D by type of work

Expenditure on R&D Including
Year ars Basic research, | Applied research, | R&D (experimental), Sh?re o B&D ®
e e million UAH million UAH million UAH expenditures in GDP, %
2015 11,003.6 - 2,460.2 1,960.6 6,582.8 0.55
2016 11,530.7 4.79 2,225.7 2,561.2 6,743.8 0.48
2017 13,379.3 16.03 2,924.5 3,163.2 7,291.6 0.45
2018 16,773.7 25.37 3,756.5 3,568.3 9,448.9 0.47
2019 17,254.6 2.86 3,740.4 3,635.7 9,878.5 0.43
2020 17,022.4 -1.34 4,259 3,971.4 8,792.1 0.41
2021 20,923 22.91 5,155.2 4,782.9 10,985 0.38
2022 17,117.8 -18.18 4,081.3 4,827.6 8,208.9 0.33

Source: compiled by the authors based on Expenditure on research and development by type of work by region (n.d.)

The share of expenditures on research in GDP for all
years was extremely small and averaged only 0.437% over
the study period. Over the period 2015-2022, this indica-
tor showed a downward trend, so when comparing 2022 to
2015, it is possible to establish that the share of expendi-
tures in GDP decreased by 0.22%. The lack of a developed
infrastructure for R&D significantly affects innovation

activity and development opportunities in this area.
Ukraine has an insufficiently developed scientific and
technical base and infrastructure that could meet modern
requirements, particularly the criteria of high technology,
for effective R&D, which hinders the innovation activity of
enterprises. The key aspect of this situation is the lack of
capital investment (Table 2).

Table 2. Capital investment figures for the period 2018-2022

Indicators 2018 2019 2020 2021 2022
Total capital investments, million UAH 578,726.4 623,978.9 508,217 673,899.3 409,660
Capital investments in R&D, million UAH 1,511.4 2,057.6 2,076.2 2,629.9 3,185.2
% of investments in R&D 0.2612 0.3298 0.4085 0.3903 0.7775

Source: compiled by the authors based on Capital investment by type of economic activity of industry by region (n.d.)

Despite the growth of capital investment in R&D in
2022, when the indicator grew by more than 20%, the capi-
tal investment index showed negative dynamics due to sig-
nificant inflationary processes caused by the war (Fig. 1).

TN
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200
150
100

50

2019 2020 2021 2022

=== Capital Investment Index
Capital Investment Index in research and development

Figure 1. Dynamics of individual
capital investment indices, %

Source: compiled by the authors based on Capital
investment by type of economic activity of industry by
region (n.d.), Capital investment indices by type of economic
activity (n.d.)

The lack of appropriate human resources also has a sig-
nificant impact. The low level of skills of employees in some

Il- 30

sectors of the economy limited the ability of enterprises to
implement innovative projects and introduce new technol-
ogies. In addition, an unstable legislative framework and
the lack of effective tax support for innovative projects
created uncertainty and risks for businesses willing to in-
vest in innovation. Therefore, the number of enterprises
engaged in innovation and classified as innovation-active
is declining. Thus, the number of innovation-active enter-
prises in Ukraine in 2018-2020 decreased by 5,982 business
entities compared to 2016-2018 (Table 3).

Table 3. Innovation-active enterprises in Ukraine

. . . Share of innovatively active
Number of innovation-active ..
. enterprises in the total
enterprises . o
number of enterprises, %
2016-2018 2018-2020 2016-2018 2018-2020
8,173 2,281 28.1 8.5

Source: compiled by the authors based on Number of
innovatively active enterprises by type of economic activity
(2016-2018, 2018-2020) (2021)

The share of innovation-active enterprises in the total
number of business entities in 2018-2020 decreased sig-
nificantly, by 19.6%, compared to 2016-2018. Official sta-
tistics are available only for 2020, but the number of both

Economics of Development. 2024. Vol. 23, No. 2



business entities and innovation-active enterprises has
decreased over the past two years of the war due to the
occupation of the territories and economic instability. The
most negative dynamics are in the field of industrial en-
terprises, where the number of innovation-active business

M. Berdar et al.

entities decreased by more than 60% over the study pe-
riod. Accordingly, the share of the volume of innovative
products (goods and services) sold in the total amount of
all products sold by industrial enterprises in Ukraine is
constantly decreasing (Fig. 2).

10
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Figure 2. Share of innovative products sold in the total volume
of all products sold by Ukrainian industrial enterprises, %
Source: compiled by the authors based on Implementation of innovations at industrial enterprises (2000-2020) (2021)

As can be seen from Figure 2, despite a slight increase
in the indicator since 2017, Ukrainian industrial producers
have not reached the level of 2014. The main sources of

financing investment activity of enterprises in Ukraine are
internally generated resources, which are formed as a re-
sult of financial and economic activity (Table 4).

Table 4. Share of sources of financing of innovation activities of industrial enterprises in Ukraine, %

Year Own funds of enterprises State budget funds Hancs ;)i;:;::::sﬂent Funds from other sources
2014 85 4.5 1.8 8.7

2015 97.2 0.4 0.4 2

2016 94.9 0.8 0.1 4.3

2017 84.5 2.5 1.2 11.8

2018 88.2 5.2 0.9 5.7

2019 87.7 3.9 0.3 8.1

2020 85.4 1.9 0.9 11.8

Source: compiled by the authors based on Sources of financing innovation activities of industrial enterprises (2020)

Furthermore, as shown in Table 4, the low level of
trust in the investment climate in the country, in the
stability and transparency of institutional actors, led to
a limitation of opportunities to attract investment flows
from sources other than own funds, which caused post-
ponement of decisions on the development of innovative
projects. In particular, the share of investment funds at-
tracted from foreign investors has been very low through-
out the study period, as they are reluctant to invest in the

real sector of the economy, based on Ukrainian positions
in various international rankings (Table 5). In terms of
internal capacity to invest in innovation, due to the coro-
navirus pandemic and the restrictions imposed on their
ability to operate and generate income, in 2020, the net
profit of enterprises in Ukraine decreased significantly
(only 13% of the previous period), and the number of en-
terprises that incurred losses increased significantly due
to the war (Table 6).

Table 5. Ukrainian positions in selected international rankings

Global indices 2019 2020 2021 2022 2023
Global Innovation Index, ranking 47 45 49 57 55
Legatum Prgsperity Index (i_nvestment 123 123 124 121 124
environment), ranking
Investment Freedom Index, score 35 35 35 35 -
Investment Risk Index - - - - 18.2% (very high)

Source: compiled by the authors based on World Intellectual Property Organization (2023), A. Damodaran (2023), Index

of economic freedom (n.d.)

Table 6. Profitability (loss) of Ukrainian enterprises, 2016-2022

Year Net profit (loss), Enterprises that generated profit Enterprises that suffered losses
thousand UAH As a % of the total number of enterprises As a % of the total number of enterprises

2016 29,705,020.1 73 27

2017 168,752,792.7 72.4 27.6

31 -.I
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Table 6. Continued

o Net profit (loss), Enterprises that generated profit Enterprises that suffered losses
thousand UAH As a % of the total number of enterprises As a % of the total number of enterprises

2018 288,305,468.1 73.9 26.1

2019 523,779,001.5 73.6 26.4

2020 68,054,905.5 71 29

2021 885,276,479.5 72.9 27.1

2022 -276,277,742.8 65.8 34.2

Source: compiled by the authors based on Net profit (loss) by region (n.d.)

All the above-mentioned problems hindered the in-
novation and investment activities of Ukrainian enter-
prises and required a comprehensive approach from the
government, businesses and the public to address them,
the war only exacerbated all these negative processes, and
as a result, a significant number of enterprises in Ukraine,
especially in the industrial sector, suffered losses and, ac-
cordingly, had little opportunity to invest, including in in-
novation. In general, the war contributed to the economic
crisis, which decreased consumer demand and increased
production costs. In addition, the decline in investment
and the deterioration of the investment climate harmed
the development and expansion of enterprises. There were
fewer opportunities to export goods and services, which
affected the profitability of enterprises. In addition, com-
panies were forced to increase spending on security and
personnel protection. It is also important to note that the
military conflict caused significant exchange rate fluctu-
ations, which affected the cost of imported materials and
products used by domestic producers (Varnalii & Bon-
darenko, 2023). Finally, the war has reduced the labour
market in the country due to the large number of refugees,
mobilisation and other factors. Such conditions have sig-
nificantly narrowed the opportunities for investment and
innovation development of business entities in Ukraine.

According to a survey conducted by the Institute for
Economic Research and Policy Consulting, the implemen-
tation of innovations in times of war is relevant to a varying
degree for most enterprises (Kuziakiv et al., 2023). For ex-
ample, about 23% of companies, despite the war, emphasise
that innovation is an extremely urgent and necessary pro-
cess that is their priority. At the same time, for 46% of com-
panies, innovations are relevant in the case of individual

cases, mainly for competitive purposes. However, for 30%
of the surveyed businesses, innovation is not relevant. It
should also be noted that there is a certain level of uncer-
tainty about the relevance of innovations, as about 16%
of respondents could not answer this question specifically.
It is worth noting that there is a connection between the
relevance of innovation and the size of the enterprise. The
larger the size of the business, the more likely it is that
innovation will be implemented or is relevant for certain
projects. Thus, approximately 43% of small enterprises do
not consider innovations to be relevant at all, in contrast
to medium and large enterprises, where the figure is 27%
and 20%, respectively. In other words, about 80% of large
industrial enterprises understand the importance and
relevance of innovation, with 38% of enterprises making
it a priority. After the outbreak of the all-out war, many
enterprises were forced to cut spending on innovation
(development and introduction of new or improved prod-
ucts and production methods), which accounted for half of
businesses (42%). Only large businesses slightly increased
their spending on innovation (35%), while 36% of large en-
terprises kept their spending at the pre-war level, which
can be considered a good indicator.

Almost three-quarters of companies note that they
need special long-term support programmes at the in-
dustry level. Many firms need specific financial (including
tax) incentives and support measures to establish contacts
with relevant innovators. In addition, one-third of compa-
nies need support in training relevant specialists in this
area. At the same time, there is a high level of uncertainty,
meaning that companies are unable to determine what ex-
actly can stimulate their innovation activities in the cur-
rent and future environment (Fig. 3).

Sectoral long-term support programmes [
Fiscal incentives (D

Measures to establish business contacts with
innovators, start-ups and research institutions

Support for training of specialists [~

Assistance in developing an innovative
enterprise strategy
External consulting support
Other )
0 10 20 30 40 50 60 70 80

Figure 3. Desirable factors for stimulating investment and innovation activities
for Ukrainian enterprises (% of responses of the surveyed enterprises)
Source: compiled by the authors based on Capital investment by type of economic activity of industry by region (n.d.)
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Different business support programmes can be use-
ful for different types of firms. Micro-enterprises usual-
ly need financial incentives. Connecting with innovators
and training professionals is critical for small and medi-
um-sized businesses. The construction materials sector,
which was heavily affected by the war, is best suited to
targeted sectoral support programmes. At the same time,
national steelmaking is likely to benefit the most from fi-
nancial and fiscal incentives.

M DISCUSSION

Thus, as the study results showed, investments have a de-
cisive impact on the innovation activities of enterprises
and shape their ability to develop and compete. Sever-
al important aspects can be identified in this area. This
includes the development of new products and services.
Investment allows enterprises to finance R&D to create
new innovative products and services. This may include
the introduction of new technologies, design, production
processes and other innovative elements. Technological
development itself plays an important role. Investment
in technology is a key element of innovation. Businesses
can invest in the development of new technologies, and
upgrades to equipment and software, which increases
their technical competitiveness. Investments provide en-
terprises with research centres, laboratories and groups
to conduct scientific research. This is an important el-
ement for innovation, as it provides incentives for the
creation of new knowledge and technologies. In addition,
an important element of innovation and investment de-
velopment of an enterprise is the unlocking of human re-
sources, i.e. investments can be directed to the training
and development of personnel specialising in innovation
(Kichurchak, 2023).

Competent and creative employees are a key element
for successful innovation. This is consistent with C. Leh-
mann et al. (2022), who addressed investment and inno-
vation as drivers of the circular economy, that investment
can be directed at creating and strengthening an innova-
tive culture within the enterprise. This includes creating a
favourable environment for creativity, supporting the idea
of experimentation and risk-taking, and forming the basis
for further investment in innovations that can provide the
enterprise with a market advantage, increasing its com-
petitiveness and attracting customers. Furthermore, in
the context of innovation and investment development of
enterprises, there is feedback between innovation and in-
vestment. This was confirmed by the results of the study.
Companies that demonstrate innovative potential and
successful results in this area can attract the attention of
external investors (Ilchuk et al., 2023). These can be ven-
turing capitalists, private investors, corporate investors,
or government funds that are interested in investing in
companies with high growth and profit potential. Innova-
tions can increase the value of a company by creating new
products or services, expanding markets, improving pro-
duction efficiency and other factors. Z. Wang et al. (2024)
investigated methods and ideas for fostering resource
efficiency and sustainability by creating robust resource
markets. In order to support sustainable resource recov-
ery and the ideas of the circular economy, the researchers
looked at the function of resource markets.

M. Berdar et al.

0. Radchenko et al. (2023) concluded in their research
that to implement investment and innovation projects, it
is necessary to generate appropriate resources. This was
confirmed by the results of the study, which determined
that the most important source of funds in the Ukrainian
context is the profit of the enterprises themselves. Enter-
prises with positive financial results can use their inter-
nal resources to finance innovative projects (Denysiuk et
al., 2022). This may include the profit remaining after
paying all expenses and taxes, as well as accumulated re-
serves. As the results of the study showed, a positive finan-
cial result can increase an enterprise’s access to external
sources of funding, such as bank loans, corporate bonds
or attracting investors. This allows the enterprise to raise
additional funds for the implementation of innovative
ideas and projects and increases the market reputation of
the enterprise and, accordingly, the trust of investors, who
may be more inclined to invest in such an enterprise that
already demonstrates successful financial performance,
thus making it easier to raise funds for innovative initia-
tives. As summarised by S.C. Gherghina et al. (2020), in a
study that addressed the issue of investment and innova-
tion of enterprises as a driving force for economic growth,
and confirmed by the study, the financial performance of
companies shapes their innovation activity, which cannot
be implemented without appropriate investments that are
formed from the company’s profits.

Based on the study results, it was possible to state that
the innovation and investment activities of enterprises in
Ukraine had long suffered from several major problems,
which were particularly acute during the full-scale war and
will continue to exist in the post-war period. The prima-
ry constraint to innovation and investment development
is the lack of funding. The lack of capital and affordable
financial resources is one of the biggest obstacles to the de-
velopment of innovative projects in Ukraine. The low level
of investment in domestic start-ups and innovative enter-
prises forces many of them to seek funding abroad, limit
their development to a slower pace, or postpone innova-
tion due to a lack of resources. Another important factor is
the outdated or non-existent infrastructure for innovation
(Kramskyi et al., 2023). Ukraine faces challenges in creating
an effective innovation infrastructure, such as incubators,
technology parks, and research centres, which, according
to the study, is evidenced by the low level of capital invest-
ment. It is these structures that could create innovations
that could be commercialised in the future. The absence of
such institutions limits the opportunities for cooperation
between businesses, research institutions and government
agencies, which complicates the process of creating and
developing innovative products. The high level of corrup-
tion also has a significant negative impact. Corruption is a
serious impediment to business development in Ukraine,
including the innovation sector (Buka et al., 2023). Insuffi-
cient transparency, lack of stability and high risk in dealing
with government agencies and regulators complicate the
process of attracting investment, especially foreign in-
vestment. This was evidenced by the results of the study,
including Ukraine’s low positions in various international
investment rankings. The lack of qualified personnel is also
an urgent problem, as the results of the study showed, and
will remain so in the post-war period. Insufficient level of
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education and relevant skills in the field of innovation is
an obstacle to the successful implementation of innovative
projects. It is necessary to ensure an adequate level of state
support for the training of specialists in science, technolo-
gy and innovation to ensure sustainable economic develop-
ment, so close cooperation between enterprises and scien-
tific and educational institutions in this area will be critical.
This was also confirmed by J. Schot & W.E. Steinmuel-
ler (2018), which substantiates the importance of state sup-
port for science and research after the Second World War in
promoting economic growth and addressing the inability of
the private sector to create new knowledge independently.

All the above problems require a comprehensive ap-
proach by the state, business and research institutions to
create a favourable environment for the development of
innovation and investment activities in Ukraine. R.V. Mann
& S.V. Makhno (2022), in their study of the innovation
and investment potential of Ukrainian enterprises, iden-
tified the need to ensure transparency and accessibility
of information about investment opportunities, both for
enterprises and start-ups and directly for investors. How-
ever, this statement is not entirely valid, as this is already
being effectively implemented. Back in 2016, Ukraineln-
vest, a governmental investment promotion and support
organisation, was established to encourage foreign direct
investment and to help existing investors scale up their
businesses in Ukraine. This structure provides reliable and
up-to-date information on optimal investment prospects
and opportunities, advises on doing business in Ukraine,
facilitates communication between investors and govern-
ment agencies at various levels, and provides support and
assistance in solving systemic problems that investors face.
However, the authors rightly noted that the state plays a
key role in enhancing the investment and innovation de-
velopment of enterprises. The leading role of the state as
a catalyst for these processes was confirmed by the results
of the study, but it should be noted that enterprises them-
selves must understand the need to spend their funds on
innovative developments to ensure their sustainable devel-
opment. Encouraging innovation and entrepreneurship can
be an important element of post-war economic recovery,
as confirmed by the study by O. Garafonova et al. (2023).
Therefore, it was possible to state that the government can
create favourable conditions for investment in start-ups
and innovative enterprises, for example, through financial
incentives, grants and tax breaks, thus motivating business
owners and management to implement innovations and
increase the level of innovation culture in enterprises.

In general, the results of the study showed that in the
post-war period, the prospects for innovation and invest-
ment development of enterprises will be shaped by several
important aspects. First, it is the restoration of infrastruc-
ture. It is worth noting that modern investment in inno-
vative technologies, in construction, transport, logistics,
and energy, will ensure a quick and efficient restoration
of infrastructure capabilities. The war shifted priority to
security and defence technologies (Strilets et al., 2024).
Therefore, the prospects for innovation and investment
development in this sector may include the development
and improvement of innovative security systems, drones,
cyber defence and other innovative technologies that are
already in use and will help ensure the security of both

II- 34

individual business entities and the state in the future.
Given the unique opportunities provided by the use of in-
novative developments during military operations, it can
become a competitive advantage for Ukrainian defence
companies at the international level in the post-war period.

Thus, the investment and innovation development of
enterprises in the post-war period is critical for the eco-
nomic recovery and stabilisation of the country, which will
be necessary due to the destroyed infrastructure, lack of re-
sources, shortage of human resources and low level of trust
in the country’s financial and economic sector. In such cir-
cumstances, the effective use of investment and innovation
can become a catalyst for economic growth. In general, the
investment and innovation development of enterprises in
the post-war period should play a leading role in economic
recovery and sustainable development. An important con-
dition for this is the creation of a favourable environment
for investment and innovation, as well as careful planning
and coordination of government measures, considering the
specific needs and capabilities of businesses.

B CONCLUSIONS

Investments and innovations are closely interrelated, i.e.
both investments influence innovation activities and in-
novations influence the ability of businesses to generate
their resources and attract external investments. Innova-
tive development of enterprises is possible only if this area
of activity is adequately financed. The basis of investment
in innovation at Ukrainian enterprises is their funds, but
the opportunities for Ukrainian business have been sig-
nificantly reduced because of the war, so the prospect of
further development on an innovative basis will largely de-
pend on the ability of the state to support and stimulate
this process. Thus, the main problem in the investment
and innovation sphere of Ukrainian business is the lack of
financial resources. Expenditures on innovation as a per-
centage of GDP are constantly decreasing, and the share of
innovatively active enterprises in the total number of en-
terprises in the country is also showing negative dynamics.
The decline in the capital investment index confirms the
fact that Ukraine has an insufficiently developed scientif-
ic and technical base and infrastructure for R&D, which
further slows down the innovation activity of Ukrainian
enterprises. Businesses need special long-term support
programmes at the sectoral level, which would include
specific fiscal benefits and incentives, facilitate communi-
cation with innovation developers, and provide training for
relevant innovation specialists.

In general, after the war, the prospects for innovation
and investment development of enterprises will be de-
termined by the need to restore infrastructure, so invest-
ments in infrastructure reconstruction and modernisation
will be extremely important, and innovative technologies
and developments can be used in this direction, by enter-
prises in the construction, transport, and energy sectors.
Investments in the innovations of defence enterprises in
Ukraine, because of the war, can be a good basis for fur-
ther development of this industry, shaping the security and
effectiveness of Ukrainian defence and strengthening the
competitiveness of national defence enterprises in the in-
ternational arena, which is determined by the possibility of
implementing and testing innovations in real conditions.
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The state will have to lead the innovative development of
enterprises by creating a favourable environment for at-
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of practical sectoral support programmes for enterprises to
stimulate their investment and innovation development.

tracting investment and stimulating entrepreneurship and
innovation. This may include providing financial support,
implementing development strategies, carrying out state
orders providing tax incentives for innovative enterprises,
and funding research programmes in priority areas of the
economy. Further research should focus on the development
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M AHoTauifa. [HHOBAIIiIfHO-iHBECTUIIIHUI PO3BUTOK € KIIOYOBUM (PAKTOPOM, SIKMif BILIMBATHMeE Ha BiTHOBJIEHHS
Ta PO3BUTOK MiATIPUMEMCTB Y MiCASIBOEHHMI mepiof. IHBecTuuil B iHHOBALil MOXYTb CTaTU JKEPEIOM €KOHOMiUHOIO
3POCTaHHS TiC/AS BiffHM, IO CTUMY/ITIOBAaTMME CTBOPEHHS HOBUX POGOUMX MIiCIlh, TMiABUINEHHS MPOIYKTUMBHOCTI Ta
KOHKYPEHTOCITPOMOSKHOCTI IMiAMPUEMCTB, IO CIPUSITUME PO3BUTKY BCiX ragys3eii eKOHOMiKK. TakKMM YMHOM, METOIO
TMOCTiIKeHHST Gy/I0 BM3HAYEHHSI OCHOBHMX IPOOGJEM Ta MOKIMBOCTE! iHBECTUIIITHOTO Ta iHHOBALiifHOTO PO3BUTKY
6i3Hecy B KpaiHi B MiCISIBOEHHMIT Tepiof. [IJis JOCSTHEHHS IOCTaBJIeHOi MeTu Oy/aM BUKOPUCTaHI Taki TeopeTuuHi
MeTOIM MOCTiIKEHHS, IK y3araJbHEeHHS, CTATUCTUYHMII aHasli3, 30KpeMa, arperyBaHHs JaHUX Ta TPYITyBaHHS BUOipKH,
aHaJli3 iHJeKCiB po3BMUTKY. Ha OCHOBi aHasiszy K/IHOUYOBMX (AaKTOPIiB Y AOCTIIKEHHI OOGIPYHTOBAHO B3a€EMO3B’SI30K
MK iHBeCTUIiIMM Ta iHHOBAIiIMM, a TAKOX MiXK iHBECTULITHUMU MOXKIMBOCTSIMM Ta (DiHAHCOBMMU pPe3yabTaTaMU
Cy6’eKTiB TOCITOmApIOBAaHHS. BUSBIEHO Ta JeTaabHO ITPOAHATi30BaHO 3 BUKOPMCTAHHSM CTAaTUCTUYHMX MAHMUX KiJbKa
KIIOUOBUX TPO6IeM, SIKi CTPUMYIOTh iHHOBAI[iliHO-iHBECTUIIIIHUI PO3BUTOK TMiANMPUEMCTB B YKpaiHi Ta MaTUMYTb
BIUTMB Yy MaiibyTHbOMY, cepe[i SKuX HecTaua (piHaHCOBUX pecypciB, BiICYTHICTh HAMEXKHOI iHpacTpyKkTypn, mpobiemu 3
KaJpamu Ta KOPYTIIisl, [0 CYTTEBO BIUIMBAE HA MO3MLLii YKpaiHM B TeBHUX Mi’KHapOJHUX iHBECTUIIIIHUX PeITUHTaX, 0
MIPU3BOAUTD A0 TPYAHOILIB i3 3a/Ty4eHHSIM iHO3€MHOTO KarliTanay. BcTaHOBJIEHO, 1110 BCi BUIIe3a3Hau€eHi MPo6IeMy 3HaAUHO
3arOCTPWINCS BHACTIMOK BiftHM. [OoC/TigKeHO 0COGAMBOCTI iHHOBAIIfHOI AiS/IbHOCTI MiATIPUEMCTB B YMOBAX BiifHU Ta
copMOBaHO OCHOBHi HATIPSIMM i ATPUMKH, SIKOT TOTpebye 6izHec y it cdhepi. OBrpyHTOBaHO HEOOXiIHICTh KOMIUIEKCHOT
JIep>KaBHOI IMATPUMKM [ CTMMY/IIOBaHHSI iHHOBAUifHO-iHBECTUIIIHOTO PO3BUTKY MiANIPUEMCTB Y ITiCISIBOEHHUMI
niepiof. Pe3ynbTaTu TOCTiIsKeHHSI MOXKYTb 6yTM BUKOPUCTaHI OpraHaMU JepskaBHOI BIaiu, Cy0’€KTaMy rOCTIONAPIOBAHHS
Ta HAYKOBOIO CITiJIbHOTOIO, SIKi 3a/iMal0OThCsl MUTAaHHSIMM iHHOBAIIiiHO-iHBECTUIi/iHO1 AisS/TbHOCTI MiATIPUEMCTB

M KniouyoBi cnoBa: KOHKYPEHTOCIIPOMOXKHICTb; (hiHaHCOBI pecypcu; eKOHOMiuHe BiIHOBIEeHHS; iHGpPaCTPyKTypa;
IepskaBHa MiATpUMKa; piHaHCOBI CTUMYIN

Economics of Development. 2024. Vol. 23, No. 2 37 -.I



