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Abstract. The massive destructive processes and security challenges faced by Ukraine in defending its right to choose a
development model have heightened the problem of defining institutional conditions for the structural transformation of
the economy and aligning its parameters with sustainable development priorities. The purpose of this study was to model
scenarios for the development of the business environment under various types of institutional structures and to determine
the possibility of creating an institutional basis for Ukraine’s sustainable development in the face of global security challenges.
The study was based on the conceptual framework of the institutional environment. The study identified institutional
gaps in the business environment that distort the motivational foundation of Ukraine’s sustainable development concept
and lead to the dominance of corrupt elements in the decisions and actions of economic actors. The consequences of the
influence of extractive institutional factors on the choice of behaviour strategies by economic entities were systematised.
The study characterised the differences in the impact of extractive and inclusive institutions on economic processes. Using
the motivation vectors of business representatives, government authorities, and the public, scenarios for the development of
the business environment were modelled, and their results were presented from the perspective of sustainable development
goals. The concept of developing an environment of “entrepreneurial inclusivity” as an institutional basis for sustainable
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development was conceptualised, emphasising its role as a stimulator of proactive and effective innovative activities.
The goals of developing innovative infrastructure were defined as a set of institutions of collective action that enable the
reduction of risks in the innovative activities of enterprises and enhance their efficiency. The conditions under which
the business community will be motivated to develop such institutions were identified. The role of civil organisations in
institutional change processes and the development of institutions of collective action was emphasised. The findings of
this study have practical significance for shaping the institutional mechanism to implement innovation and technological
structural shifts in Ukraine’s economy in the context of sustainable development goals during its post-war revival

Keywords: extractive institutions; inclusive institutions; entrepreneurial inclusivity; scenarios of economic behaviour;

innovative infrastructure; structural changes in the economy

Introduction

The concept of sustainability preservation has become a pri-
ority for most economically advanced countries that have
solidified their positions in global markets, amassed con-
siderable resource potential, and primarily view progress
through the lens of enhancing the quality of life and the
activities of most society members. At the same time, coun-
tries that do not belong to the “golden billion” strive to
improve their position in the global distribution of labour,
resources, and civilisation’s benefits. One of the ways to
achieve progress is to implement structural shifts in nation-
al economies, considering global technological trends and
accumulated economic potential. This process is quite com-
plex, requiring an in-depth analysis not only of the strategic
development perspectives of the economy in new structural
contours but also the identification of necessary institution-
al conditions to minimise the risks of the transitional period
and achieve better competitive positions in pursuing sus-
tainable development goals.

This is crucial for Ukraine, whose economy has been
characterised by predominantly raw material export orienta-
tion with a low level of added value for many years. Clearly,
its post-war recovery will not occur in the previous format.
Radical structural changes are necessary, which, on the one
hand, would compensate for the losses of economic potential
through the development of more technological sectors, and
on the other hand, would eliminate the monopoly control
in areas that determine the level of national security. The
predominance of economic egoism among powerful business
players hinders the achievement of maximum social benefit
from the activities of their business structures. Overcoming
this egoism in a market economy is only possible through
institutional regulation. Institutional factors are now unques-
tionably recognised as determinants of scenarios and dynam-
ics in the development of national economies. Therefore,
when developing vectors for institutional changes and form-
ing mechanisms for ensuring compliance with formalised
institutions defined in relevant laws, it is important to align
the institutional environment with the country’s strategic de-
velopment goals. The relevance of these issues is not only for
Ukraine but also for the global economic community, and it
hasshaped the goals, tasks, structure, and content of this study.

The impact of institutions on the development of socie-
ties and economies is a subject of scientific interest for many
contemporary researchers, as world history provides rich
material for this purpose. In the context of forming institu-
tional conditions to achieve sustainable development goals,
research by D. Acemoglu and J. Robinson (2012) is valu-
able. By analysing the institutional environment of many
countries, the researchers identified a connection between
the dominant type of institutions in this structure and the

pace of economic growth. Their study concluded that eco-
nomic institutions, by their nature, can serve various roles
(regulatory-constraining or motivating), providing a basis
for their typological division into extractive and inclusive.
D. Acemoglu and J. Robinson (2012) discovered a pattern:
countries with a prevalence of inclusive institutions in the
legislative regulation of economic processes achieve higher
rates of economic growth.

The concept proposed by D. Acemoglu and J. Robin-
son (2012) has gained widespread academic recognition and
has become the basis for analysing the quality of various in-
stitutions of public governance. For instance, 1. Asei (2018)
relied on it to analyse the reasons and identification of ac-
celerators of economic development in Japan and China.
When assessing the effectiveness of institutional means of
economic development management, M. Zhang et al. (2023)
placed particular emphasis on incorporating safeguards
against corrupt activities of officials into these institutions.
The institutional nature of corruption is unquestionable, and
its prevalence in various spheres of human activity reduces
the effectiveness of regulatory norms and mechanisms in the
country’s institutional field.

Such a conclusion was drawn, for example, by S. Pya-
setska-Ustych (2018), indicating that the high level of cor-
ruption in Ukraine has formed a kind of “corruption trap”
hindering the development of entrepreneurial activity.
V. Blikhar et al. (2022), examining the level of corruption
in EU countries and comparing their manifestations with the
reality of Ukraine, noted that for Ukraine to join this Euro-
pean community, it is necessary to significantly strengthen
the fight against illegal activity schemes.

Moreover, corrupt schemes are most widespread in the
domain of state interaction with entrepreneurs, substantial-
ly exacerbating the operation of small and medium-sized
businesses. Corruption risks particularly affect the dynamic
capabilities of small and medium-sized businesses, washing
away resources that could be invested in scaling the business
or its development through the implementation of innova-
tive projects. This contradicts the sustainable development
goals, which declare the interconnectedness of economic,
social, and environmental priorities in all their complexity.
Such interconnectedness is recognised as a defining feature
of sustainability. Therefore, in recent times, an increasing
number of researchers have been considering the concept
of inclusive growth in the context of achieving sustainable
development goals. Thus, A. Uniyat and Z. Yuzvin (2019)
emphasised the need to involve as many layers of the popu-
lation in entrepreneurial activity as possible, operating with
the concept of “inclusive economy”. S. Didukh (2020) uses
the term “inclusive development” for the same purpose.

115



116

Institutional space of sustainable development...

The purpose of this study was to outline the contours
and model scenarios of business environment development
under diverse types of institutional structures and to iden-
tify possibilities for creating an institutional foundation for
Ukraine’s sustainable development in the face of global se-
curity challenges.

Literature review

In the scientific literature, the terms “inclusiveness” and
“inclusive development” are mostly used concerning the
unhindered fulfilment of opportunities for individuals of
different race, physical characteristics, gender, ethnicity,
income levels, etc. Specifically, this perspective defines
the Inclusive Development Index (Menendian et al., 2021).
Many researchers emphasise the need for state support for
social entrepreneurship from this perspective, highlighting
its significance for the harmonious development of society
(Schin et al., 2023).

Such focus solely on this understanding of inclusion is
debatable. While it aligns with the goals of sustainable de-
velopment (promoting social progress), it narrows the scope
of research to the analysis of human resource structures and
does not provide analytical material for addressing the issue
of designing progressive structural changes sector by sec-
tor. Such changes should enhance the national economy’s
ability to increase the complexity of its production, add-
ing greater value, and forming competitive advantages for
global markets. This increases the country’s participation in
international trade of high-margin goods and services, eco-
nomically supporting the achievement of other sustainable
development goals — both social and environmental (Zama-
zii et al., 2021).

Tax instruments can play a pivotal role in facilitating
structural changes that stimulate development through
innovation. This emphasis is highlighted by L. Buiak et
al. (2020), T. Gross and P. Klein (2022). D. Stoilova (2017)
also points out the expediency and priority of tax regulation
for economic growth, aiming to incentivise capital flow into
sectors driving technological change trends. Numerous re-
searchers from various countries have undertaken the task
of examining the impact of economic institutions on the dy-
namics of economic growth. E. Liko and L. Shahini (2023)
synthesised studies spanning from 2008 to 2022 across
24 European and Asian countries. Notably, their research
delves into global processes associated with the financial
crisis and the repercussions of COVID-19 pandemic. E. Liko
and L. Shahini (2023) narrowed the focus of economic in-
stitutions to those related to taxation, whether direct or in-
direct. In their conclusions, they highlighted the positive
impact of tax policies on economic growth. These findings
are crucial in the context of optimising tax instruments con-
cerning the balance between extractive and inclusive insti-
tutions, especially considering the significant variations in
tax policies across the studied countries based on their lev-
els of economic development.

Specific aspects of using institutional influence for im-
plementing structural changes in line with defined priorities
can be found in the studies of Ukrainian researchers. Thus,
P. Putsenteilo et al. (2020), emphasising the crucial role of
agriculture in Ukraine’s economy, analysed the institutional
framework of this market segment. The researchers high-
lighted the need to develop criteria for assessing the effec-
tiveness of economic institutions in terms of their motivating

(regulatory) power on market participants’ behaviour. How-
ever, their recommendations primarily concern the agrari-
an sector of the economy and do not focus on the effects
of extractive and inclusive institutions on the processes of
structural change that align with the goals of sustainable
development. These changes relate to both the structure of
the consumer market and the ways agricultural products
are presented, collectively affecting economic efficiency,
and influencing farmers’ decisions regarding business devel-
opment and diversification. Therefore, institutional support
for agribusiness development should be multifaceted and
balanced based on criteria of synergy in creating consumer
value (Stadnyk et al., 2020).

I. Zvarych and O. Zvarych (2021) set the task of form-
ing the institutional foundations of an innovative model for
the development of the national economy at the regional
level. However, the researchers considered institutions not
in terms of rules of economic behaviour but as organisa-
tions that contribute to the implementation of the state’s
strategic priorities. Specifically, in terms of increasing the
level of innovation in the results of economic activities, the
researchers focused on the development of innovation infra-
structure. I. Zvarych and O. Zvarych (2021) noted the need
to accommodate the resource specifics of regions and con-
sidered several types of innovation systems that could be
useful considering this specificity. These findings are valua-
ble in terms of determining ways to increase the rationality
of structural changes at the regional level — their implemen-
tation will contribute to improving the efficiency of innova-
tion activities and better utilisation of the resource potential
of regions. Therewith, to build and operate such innovative
systems, it is vital to create relevant organisational and eco-
nomic conditions that will promote the implementation of
inclusivity principles.

In this context, research by the Institute for Econom-
ics and Forecasting of the National Academy of Sciences of
Ukraine deserves attention (Bobukh et al., 2020; 2022). The
purpose of the cited study was to substantiate the institu-
tional changes necessary to improve the structure of the na-
tional economy, identify groups of extractive and inclusive
institutions in Ukraine’s institutional field. The researchers
acknowledged the problem of preserving an extractive eco-
nomic structure, which carries significant corruption risks,
and identified key areas for increasing its inclusivity. Rec-
ommendations were made for improving state structural
policy using an institutional approach. However, their rec-
ommendations primarily relate to the pre-war economy.
The current state of Ukraine’s economy has dramatically
deteriorated, with extensive damage to the industrial sec-
tor, transportation, and energy infrastructure, substantial
loss of the country’s intellectual potential, and more than
a third of the productive results of economic activity. Fur-
thermore, changes have been introduced to the institu-
tional field, aimed at accumulating resources for defence
needs, which enhance its extractive nature, fail to stimulate
entrepreneurial initiative, and expand the opportunities
for corrupt schemes. This, alongside physical destruction,
threatens the stability of the national economy, its ability
to sustain life and development. The danger of preserving
the dominant role of extractive institutions in Ukraine’s
institutional field in the post-war period requires further
investigation to develop ways to eliminate it. This defined
the purpose of current study.



Materials and methods

The theoretical and methodological foundation of this
study is based on institutional economic theory, par-
ticularly the concept of the institutional environment
proposed by D. Acemoglu and J. Robinson (2012). The
methodology of this study relied on researchers’ findings
regarding the impact of a country’s institutional structure
(the balance between extractive and inclusive institutions)
on its economic dynamics. To further develop this conclu-
sion in the context of ensuring economic stability amid
destructive structural changes, the study employed scien-
tific approaches from the theory of the entrepreneurial so-
ciety and the theory of value. The research hypothesis was
as follows: To achieve the post-war revival of Ukraine’s
economy on the principles of sustainable development, an
institutional environment of “entrepreneurial inclusivity”
must be established. To identify the characteristics of this
environment, the conditions, and processes of its develop-
ment, the following methods were employed. Institutional
analysis — to identify the primary gaps in Ukraine’s institu-
tional environment that distort the motivational influences
on economic actors, thereby hindering the achievement of
sustainable development goals. Graphical modelling - to
determine scenarios for the development of the business
environment under different types of institutional struc-
tures. Analysis, synthesis, a systemic approach, and sci-
entific abstraction — to formulate the concept of the “en-
trepreneurial inclusivity” environment as the institutional
foundation for Ukraine’s economic sustainability during a
period of global security challenges.

The official statistical reporting (State Statistics Service
of Ukraine, 2023; The shadow economy..., n.d.) served as
the statistical basis for the thesis on the need for substanti-
ated changes in the institutional field of economic activity
from the standpoint of their compliance with the sustaina-
ble development goals of Ukraine. The material framework
of the study included the analysis of a series of adopted
laws and regulations of the Government of Ukraine. Specif-
ically, the analysis of changes in the current legislation of
Ukraine regarding the terms of registration (correction) of
tax invoices in the Unified Register (ERPN) (Law of Ukraine
No. 2260-IX, 2022) helped it possible to illustrate their
negative impact on economic activity. Their implementa-
tion sharply worsened the regulation of these processes and
led to the freezing of significant business funds. This caused
a massive increase in court appeals by entrepreneurs to
unblock activities and necessitated additional legislative
adjustment of these processes (Resolution of the Cabinet
of Ministers of Ukraine No. 1428, 2022). To assess the po-
tential ability of state institutions to provide significant
economic preferences to business entities in priority sec-
tors for the sustainable development of Ukraine, the legal
framework for the functioning of industrial parks formed
in 2021-2022 was analysed (Law of Ukraine No. 1710-
XX, 2021; Law of Ukraine No. 2330-IX, 2022; Law of
Ukraine No. 2331-IX, 2022). This gave reason to claim that
the state has taken justified steps towards increasing the
level of inclusiveness of the business environment, since
the preferences fixed in the package of institutional support
for the activities of participants of industrial parks allow
expanding the circle of industrial producers at the expense
of small and medium-sized businesses that have limited in-
vestment resources.
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Results and discussion

D. North (1990) emphasised the need for institutional reg-
ulation of economic processes in a market economy. The
researcher noted that institutions, comprising formal and in-
formal norms and rules of social behaviour, serve as the envi-
ronment for economic laws to manifest. He underscored that
economic policy of a state is expressed through institutions
and recommended considering their regulatory capabilities
when substantiating institutional changes in countries with
transitional economies. Considering the sustainable devel-
opment goals, D. North’s (1990) recommendations can be
interpreted as the necessity to create a suitable institutional
environment within a country. From the standpoint of the
cumulative motivational vectors of institutions and their
influence, this environment should be conducive to the
achievement of sustainable development goals. Robust in-
stitutional support should also be provided to sectors crucial
for ensuring the competitiveness of the national economy.

Unfortunately, the process of institutional change in
Ukraine occurred without a clear understanding of the con-
nection between legislative instruments governing economic
activity and the overall socio-economic development out-
comes. The institutions were formed under the powerful lob-
bying of the interests of economic players who could utilise
specific leverage over authorities to create preferences for
affiliated business structures. Such preferences were embed-
ded in certain laws or subordinate regulations, forming the
basis for unequal resource exchanges in economic processes
(extractive institutions) (Acemoglu & Robinson, 2012).

Extractive institutions are “designed to extract incomes
and resources from one group of people to benefit another”
(Acemoglu & Robinson, 2012). Often, they relate to systems
of licensing, taxation, and transfer pricing, where corre-
sponding preferences can be established. This creates condi-
tions for certain economic agents to appropriate maximum
income from the utilisation of limited natural resources. Ad-
ditionally, the application of some laws may contain reserva-
tions (e.g., restricted access to e-declarations of government
officials), making it challenging for society to effectively
monitor their activities and giving rise to corrupt practices.

Inclusive economic institutions “encourage large num-
bers of people to participate in economic activities” (Ace-
moglu & Robinson, 2012). From the definitions provided by
researchers, three crucial conditions that motivate economic
activity emerge: “respect for private property, an unbiased
legal system, and the provision of public services to create
a competitive environment where individuals can exchange
and contract” (Acemoglu & Robinson, 2012). Institutions
protecting private property in conjunction with an impartial
judicial system stimulate asset accumulation and business
development. Meanwhile, institutions limiting monopoly
rights in rent-seeking businesses, combined with a simplified
regulatory framework for small and medium-sized enterpris-
es, create an environment of competition for resources and
markets. This enhances the utilisation of the country’s re-
source potential and increases the capacity to generate add-
ed value within the national economy.

However, market reforms in Ukraine were accompanied
by the fusion of political power and capital, leading to the
emergence of business players whose interests shaped the
institutional landscape. This resulted in the monopolisation
of resource utilisation in the country in favour of the least ef-
ficient technological segments (with minimal added value).
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Additionally, the changing of political elites only worsened
the legislative situation, as the legislative field was recon-
structed in favour of new players. Consequently, with each
iteration of power, new institutional gaps appeared. This
amplified the extractive nature of regulatory norms in fa-
vour of selected business groups rather than the broader so-
ciety. Moreover, shortcomings in enforcement (where there
is almost no accountability for the outcomes of decisions
made by regulatory authorities) continue to motivate public
officials to create corrupt schemes, further diversifying their
means of extracting additional streams of economic results.

The mentioned phenomena and processes illustrate the
deliberate and incentivised formation of corrupt schemes at
the legislative level. Combating them can only be achieved
through introducing necessary institutional changes to laws
and other regulations, requiring significant efforts and time
to overcome legislative opportunism. Therewith, corrupt
schemes are caused not only by the imperfections of the
legal framework for economic activities or its intentional
distortion in favour of certain individuals. Much more man-
ifestations of corruption are observed in the implementation
of regulatory functions of public administration — due to in-
adequate incentives and punishments for unlawful actions in
the “state-business” relationship. According to M. Kopytko et
al. (2022), during 2019-2021, considerably less than half of
the officials accused of corrupt acts received confirmation of
their guilt in the court process and were convicted.

A. Abramova et al. (2022) considered the improvement
of regulatory policy as an effective means of combating
corruption — both by ensuring the stability of taxation con-
ditions and by differentiating tax rates and limiting their
maximum value to 30%. At the same time, researchers also
suggest improving the system of tax regulation, striving
for its maximum depersonalisation through digitalisation.
Such recommendations are sound and extremely relevant
considering the urgent need to intensify economic activity
in Ukraine so that the economy can sustain the burden of
military expenditures. However, changes in the regulatory
mechanism must be justified not to cause a deterioration of
the economic situation due to the deformation of the control
system (when minor violations in financial reporting auto-
matically block further transactions of enterprises, making
their further activities impossible). An example of such “dep-
ersonalised regulation” is the change in the deadlines for the
performance of tax obligations, which occurred at the end of
2022, causing the blocking of almost 2 million tax invoices.
According to the Law of Ukraine No. 2260-IX (2022) dated
May 12, 2022, new deadlines for registration (correction) of
tax invoices in the Unified Register have been established
for value added tax (VAT) payers. The law was adopted to
prevent the so-called “tax optimisation”, but even minor
transactions were affected by it, which substantially compli-
cated the work of accountants. Therefore, a month later, ap-
proximately 11,000 VAT payers received the status of risky,
which makes their further business activities impossible and
causes the destruction and bankruptcy of the business itself.
On average, unblocking a business through the court takes
1.5 years, during which funds are frozen, do not take part
in circulation, reducing the ability of the enterprise to effec-
tively conduct business. And only after numerous complaints
of business owners and public participation to solve the
problem, in December 2022, the Resolution of the Cabinet
of Ministers No. 1428 (2022) amended this law, excluding

from monitoring the tax invoices with the volume of sup-
plies under UAH 5,000. This alleviated the problem slightly
but did not solve it entirely.

It is important to emphasise that the significant inertia
in eliminating such evident “failures” in administering cer-
tain aspects of economic activity is a consequence of the lack
of comparable responsibility of the executor of regulatory
functions for the results of the implementation of his deci-
sions. This collective administrative irresponsibility serves
as an effective motivator for representatives of domestic of-
ficials to create different corruption schemes. Such schemes
diversify the ways in which they extract additional streams
of economic results that are created by others.

Such relations between representatives of the govern-
ment and business represent a clear threat to the econom-
ic security of Ukraine, which was emphasised by Y. Rud-
nichenko et al. (2020) and I. Nestoryshen et al. (2021) in
their studies. They back up their conclusions by modelling
scenarios of the influence of state institutions on the ecolog-
ical niche of business entities, predicting the possible results
of management decisions under the current institutional en-
vironment considering the evolution of the business envi-
ronment (both internal and external). Therefore, even the
most promising areas of economic activity in Ukraine such
as the IT industry (it has shown the greatest stability in se-
curity challenges, providing up to 44% of the total export of
services by Ukraine in 2022) in 2023 began to stagnate as a
result of the removal of benefits from value added tax. The
volume of revenues from the sale of services in the industry
decreased by 16% in the first quarter against the same pe-
riod in 2022 (State Statistics Service of Ukraine, 2023), and
its participants began to move business abroad more inten-
sively. And if at the beginning of the war such experts still
maintained Ukrainian jurisdiction, such manipulations with
taxes motivate them to abandon it.

From the standpoint of the economic security of Ukraine
in its current state and in the post-war period, it is also prob-
lematic to preserve of the current structure of the agricul-
tural sector, which is focused on large-scale production of
goods with a low degree of processing (Pushak et al., 2021).
And the transition from January 1, 2024, to the next stage
of land reform, which allows legal entities to purchase land
plots of up to 10,000 hectares, poses a major threat to the
development of farms, which will become unable to compete
with large agricultural companies. Under these conditions,
the practice of monocultural land use will be established,
which may pose a threat to Ukraine’s food security. Howev-
er, the attempts of small businesses to suspend the introduc-
tion of the second stage of the reform until the end of war
(since the current deterioration of the financial condition of
farms does not allow them to compete with large agricultur-
al companies in land purchase) were not successful. The mo-
tivators (arguments) of big agrarian business turned out to
be stronger than the arguments of the farming community.

Overall, based on the conclusions of behaviourism, it
can be argued that corruption on the executive level is a
manifestation of the extractive feature of economic institu-
tions in matters of regulatory function implementation. If
the incentives and disincentives embedded in the regulato-
ry mechanism (the enforcement mechanism) are not suffi-
ciently significant to influence the behaviour of economic
agents (in this case, government officials) in the specified
regulatory field, they will primarily be guided by their



personal interests.Due to the flaws in the existing legisla-
tion, which inadequately defines the conditions for classify-
ing the actions of public servants as corrupt, they cannot be
subject to effective penalties. This opens wide opportunities
for some of them to intervene in business activities without
just cause, disrupting the established business processes. In
the long term, due to the substantial inertia of legislation,
such practices will adversely affect the economic process-
es. Summarised below are the causal relationships between
the content of extractive institutions and their impact on
economic processes:

non-transparent public procurement system — shad-
owed misappropriation of funds from budgets at all levels
reduces resources for the implementation of socially signif-
icant programs;

unjustified tax privileges for specific economic sec-
tors — gaining additional competitive advantages inhibits
innovation renewal in the industry;

informal “taxation” of businesses by regulatory au-
thorities — “resolving issues” with regulatory authorities hin-
ders the reform of economic activities and the transition of
businesses from the “shadow” sector;

non-transparent tariff-setting system for housing and
communal services — leads to the effective subsidisation of
energy companies at the expense of the population and ab-
sence of positive improvements in the provision of quality
services;

artificial restrictions on participants in investment
and privatisation competitions during tender procedures —
limits access to markets for more efficient participants and
leads to budget overruns;

insufficient property rights protection — risks of hos-
tile takeovers of successful businesses and disregard for in-
novative development factors;

lack of transparency in the control of state credit
guarantees and the refinancing of troubled banks - illegal
misappropriation of credit funds results in budget losses due
to reduced profitability of the banking sector;
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weak control over “off-the-books schemes” for with-
drawing funds from state-owned enterprises through affili-
ated intermediary structures — low efficiency of state-owned
enterprises reduces revenue for budgets;

underdeveloped information infrastructure — informa-
tion asymmetry regarding the market conditions leads to the
proliferation of cyberattacks to obtain insider information.

The cumulative result of the action of extractive eco-
nomic institutions in Ukraine not only leads to an increase
in income inequality among the population and a reduction
in consumer demand but also hinders the prospects for eco-
nomic growth. Businesses are not motivated to invest cap-
ital in innovative activities due to uncertainty concerning
the asset preservation in the future. In wartime, the oppor-
tunities for business development are further compromised
by the risk of physical destruction, leading to a complete
lack of allocation of funds for innovation. In other words,
the motivational priorities of economic actors do not focus
on long-term business development goals but shift towards
short-term gains. The most active market participants seek
to engage in the acquisition of illegitimate rent income (in
2021, the size of the shadow economy in Ukraine ranged
within 31-33%, according to various estimates, and dur-
ing times of war, it has become even larger) (The shadow
economy..., n.d.).

Conversely, a completely different set of motivational
priorities arises with the dominance of inclusive institutions.
These institutions not only create a space of equal opportu-
nities for economically active individuals but also, through
organisational and economic means, support the aspirations
of societal members with limited natural capabilities. As a
result, the potential for creativity and diversity within the
entire socio-economic system increases. Such an environ-
ment can be referred to as an environment of “entrepreneur-
ial inclusion”, which operates based on the value-oriented
management (management that aims to create consumer
value). Its development changes the nature of structural pro-
cesses in the economy (Table 1).

Table 1. Motivational accents of extractive and inclusive institutions
and their influence on socio-economic processes in the country

Characteristics
of the socio-economic system

Motivational determinants in an institutional environment
with different dominance of formal institutions

Type of institutional structure

Dominance of extractive institutions

Dominance of inclusive institutions

Predominant type of economic
behaviour among the most active market
participants

Rent-seeking, innovation-destructive

(seeking opportunities to gain status,

administrative, and political rent and
appropriating illegitimate income from it)

Innovation-active, constructive
(seeking sources of innovation
and technological rent formation
to obtain legitimate rent income)

Social response in society
and the broader business environment

Negative (unjustly) — proliferation
of entrepreneurial opportunism

Positive (justly) — fostering
entrepreneurial creativity

Motivational vector of structural changes

Hindrance to progressive structural
changes in the socio-economic system

Stimulating progressive structural
changes in the socio-economic system

Unbalanced structuring of the national
economy by sectors and sources of
growth based on restricting access to the
country’s natural resources potential

Structural processes
in the national economy

Balanced structuring of the national
economy by sectors and sources
of growth, considering the potential
of the country’s resource diversity

Source: developed by the authors of this study

In Figure 1, the possible scenarios for the development of
the economy with the dominance of extractive and inclusive

institutions are outlined, based on the motivational response
of entrepreneurs to the methods of gaining competitive
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advantages in business development processes. Like most mo-
tivational processes, this response is shaped by the external
stimuli and prompts actions considering the value preferences
of the economic participant. Since economic institutions are
functionally designed to regulate the behaviour of economic

players, their content should encourage choices that align with
the goals of system sustainability (or its development). Let us
briefly characterise these scenarios, relying on the main conclu-
sions of the theory of the entrepreneurial society, which places
entrepreneurial interests at the core of economic behaviour.

MARKET TRENDS AND INSTITUTIONAL STRUCTURE THAT DETERMINE THE MOTIVES OF
THE ACTORS' ECONOMIC BEHAVIOUR

Entrepreneur: Motivation for creating a profitable business
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Figure 1. Modelling of the economic behaviour of market agents under distinct types
of institutional environment structure

Source: developed by the authors of this study



Scenario 1. This scenario is implemented through high
activism of civil society, which contributes to the develop-
ment of a robust institutional environment with an effective
enforcement mechanism. This environment fosters the insti-
tutional alignment of interests between businesses, govern-
ment authorities, and society around the sustainability goals.

This is reflected in the current rules of economic behav-
iour that do not contain unjustified exceptions. It is inher-
ent in countries with a prevalence of an individualistic and
risk-taking behaviour among economic agents, leading to an
innovative and dynamic economic development. In such an
environment, entrepreneurs and managers make decisions
based on their personal understanding of market trends and
the ability of their business models to generate competi-
tive value propositions, considering the specifics of target
consumer groups. Competitiveness of value propositions
requires technological excellence in business processes and
innovation in creating new products and services. This cre-
ates a demand for intellectual labour and increases the val-
ue of service innovation infrastructure, which can enhance
the innovation process through information enhancement,
thereby improving its efficiency. Both aspects stimulate the
society’s interest in acquiring new knowledge, consequent-
ly fostering the creation and practical application of new
knowledge, providing a new impetus to economic growth
and social progress.

Scenario 2. This scenario is implemented through a pa-
ternalistic-communal behaviour archetype of society mem-
bers, resulting in the weakness or underdevelopment of civil
influence institutions. The institutional environment in such
a society is developed based on the consensus between an
oligarchic business and a political elite (whose interests
are fulfilled through legislative and executive authorities)
regarding the distribution of public goods through extrac-
tive institutions. The interests of society are nominally con-
sidered (based on a conscious lowering of social standards
of living). With each political manoeuvre, adjustments are
made to institutions (including enforcement mechanisms)
in favour of other privileged individuals. The cyclical and
irreversible nature of this mechanism for redistributing pub-
lic goods leads to structural economic imbalances, with an
overemphasis on low-risk activities that do not require long-
term investments. The country’s export potential mainly re-
lies on primary raw material processing products.

An unreasonably low rent for the consumption of nat-
ural resources results in irrational and even predatory re-
source utilisation, harms the environment, and does not
encourage deeper processing, which provides higher added
value. In such an economy, complex intellectual labour is
not valued, reducing the value of education and increasing
the risks of further degradation of the workforce. In summa-
ry, the economic system ceases to be competitive, while the
country’s social progress becomes unattainable.

Scenario 3. Increasing the role of civil society while ad-
hering to the established rules of economic behaviour and
forming new institutions is aimed at reducing the extractive
nature and corruption in the enforcement mechanisms of
old institutions and transitioning to an institutional space
of “entrepreneurial inclusion”. This structure is dominated
by institutions ensuring an equal access to limited resources
for the economic actors, transparency in competitions for
the best project formation of “economic growth points”,
and “joint action” institutions for information support of
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innovation and technological renewal (development) of op-
erational/production systems of small and medium-sized
forms of entrepreneurship. The significance of innovative in-
frastructure and its role as “institutions of collective action”
for many participants in economic relations is highlighted.
These institutions can provide valuable informational sup-
port for restructuring business processes and transitioning
businesses into new models of creating consumer value.

Based on tax and other economic or organisational pref-
erences, economic entities can undergo innovative restruc-
turing of production with lower capital expenditure. Such
preferences can increase the interest of strategic investors in
implementing more extensive innovative projects, enriching
the economy with innovative solutions — both in terms of
technologies and environmentally friendly resource utilisa-
tion, as well as more competitive propositions of consumer
values for target markets. Clearly, innovation and techno-
logical upgrading of production need to be organisationally
prepared according to criteria aligning with international
quality standards. It should also be supported by sufficient
economic preferences (e.g., easy access to credit resources
and production infrastructure, preferential tax regimes, etc.).

In Ukraine, such preferences are available in industrial
parks, for the functioning of which the corresponding legis-
lative framework was formed in 2021-2022 (Law of Ukraine
No. 1710-IX, 2021; Law of Ukraine No. 2330-IX, 2022;
Law of Ukraine No. 2331-IX, 2022). According to the Law
of Ukraine No. 5018-VI “On Industrial Parks” (2012), their
residents are granted the following preferences: exemption
from import VAT and customs duties on equipment listed in
the Ukrainian Classification of Goods for Foreign Economic
Activity (UCC FEA); exemption from income tax for 10 years
for specified types of activities; the right of local self-govern-
ment bodies to establish benefits on local taxes, and more.

Industrial parks can serve as a platform for the tech-
nological upgrade of relocated enterprises, fostering the
processes of innovative restructuring of outdated business
models. According to K. Larionova et al. (2022), innovative
restructuring should be performed considering the strategic
priorities of national economic development, ensuring its
competitiveness in the international economic space.

Relocation/establishment of high-tech industrial enter-
prises within industrial parks can create so-called “growth
points” in the region by involving local producers in the cre-
ation of consumer values. Such collaboration will not only
result in more efficient utilisation of the region’s resource
potential but also address social issues, such as the creation
of additional jobs, income growth, and the development of
civil infrastructure. Moreover, participants can obtain the
status of a strategic partnership, increasing their investment
opportunities and accelerating business development in
promising areas.

Furthermore, thanks to the localisation of manufactur-
ing entities in industrial parks, regional government author-
ities can better monitor businesses’ compliance with envi-
ronmental safety requirements. Such safety is an integral
component of sustainable territorial development, and its
level should be evaluated based on parameters established
for the region, the aggregate of which is substantiated and
sufficient to ensure the economic stability of the region
(Hryhoruk et al., 2021).

The third scenario of development in Ukraine is entirely
feasible. Considering the rapid growth of civic engagement
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among Ukrainians united by the goal of victory, they can
be motivated to unite around the goals of sustainable de-
velopment. This requires reducing the level of regulation in
the economic interaction space by fiscal and procedural el-
ements. By provoking corruption, these elements diminish
the resource potential of businesses and limit entrepreneur-
ial initiative, which is crucial for the country’s survival and
development in times of war and post-war recovery.

Catalysts for transformational processes should be civil
society organisations. It is through their efforts that changes
in the vectors of economic behaviour of major economic
players towards sustainable development priorities can be
achieved. At its core is the motivation of the entrepreneurial
community to take an active part in the design and crea-
tion of value propositions for the market, in line with the
concept of value-oriented management (Stadnyk & Zam-
azii, 2015). This will shift the focus of government enti-
ties at various levels of management from designing more
powerful extractive institutions for budget replenishment to
creating an institutionally favourable environment for ef-
fective interaction among all economic actors, referred to
as the “entrepreneurial inclusion” environment. In this en-
vironment, new business ideas will be generated, and new
financial flows will be formed.

In this environment, inclusive economic institutions
should dominate. They will not only create equal opportuni-
ties for economic activity for all market participants in terms
of competitive conditions but also provide additional incen-
tives (through reasoned benefits) for the economic involve-
ment of vulnerable segments of society. In Ukraine, there
are already many people who need such support due to par-
tial physical disability resulting from the ongoing war. Most
of them are economically active individuals who can fulfil
themselves even in such a state. Some support (economic
or organisational) at the initial stage of starting their busi-
ness will enhance their motivational aspirations for self-ful-
filment. This will increase the economic and social activity
of the population and expand the potential for the growth
of Ukraine’s intellectual capital. The development and uti-
lisation of creative potential by individual workers and
creative teams will contribute to increasing the economic
complexity of domestic enterprises, transforming the entire
entrepreneurial sector into a creative one in terms of seeking
ways to create competitive advantages for companies. In this
context, innovative infrastructure plays a crucial role, acting
as “institutions of collective action” for consumers of their
services. Staying outside direct competitive struggle, these
institutions can provide them with the necessary informa-
tional support for reconfiguring existing business processes
or radically transforming businesses into a new model of cre-
ating consumer value.

In the context of sustainable development goals, the
focus is primarily on providing informational and legal
support for the transfer of advanced technologies that can
be utilised by business entities for business development.
Small businesses, particularly those lacking their own an-
alytical centres, are especially interested in such services.
At the same time, their activities would be beneficial not
only for society overall but also for stimulating economic
activity, creating new jobs, and ensuring the effective and
environmentally sustainable utilisation of regional resource
potentials. Therefore, the emergence of such institutions (as
components of market infrastructure) can occur not only

as a result of structuring the market space through various
transformational projects but also through the self-organisa-
tion of the interested individuals.

According to K. Arrow (1974), the societal need for the
emergence of collective action institutions can be assessed
through the costs associated with their creation and func-
tioning, known as “collective action costs”. These costs re-
sult from the imperfections of the institutional environment,
where market institutions inadequately guide the behaviour
of economic agents towards acceptable forms of market
interaction. The necessity for the formation of collective
action institutions arises to safeguard against breaches of
agreements between entities, requiring the establishment of
institutions that reduce risks in market transactions. Specifi-
cally, qualified legal aid contributes to lowering transaction
costs, such as non-payments, contract breaches, or increased
expenses for insurance and guarantees. The activity of a pat-
ent office can ensure the protection of intellectual property
rights for innovative products through the registration and
use of trademarks, patents for inventions, acquisition, and
sale of licenses, among other measures.

The development of elements of innovation infrastruc-
ture now falls under the responsibility of regional govern-
ment authorities and local self-government. The demand
for their services is negatively influenced by institutional
factors, including public loyalty to the shadow activities of
entrepreneurs and the low efficiency of regulatory structures
tasked with controlling entrepreneurial activities and com-
bating shadow schemes (figure 1; scenario 2); inconsistency
between the functions performed by infrastructure elements
and those actually needed to expedite the process of busi-
ness establishment or development (due to the lack of prop-
er material and technical base and insufficient efficiency of
advisory services).

Minimising the influence of these factors also lies in the
motivational plane — at the intersection of the interests of en-
trepreneurs and the bearers of the power of state administra-
tion. It is necessary for these interests to be complementary,
increasing the overall social profit. For example, the benefit
from the operation of technology transfer centres (TTCs) is
manifested in the following: for manufacturing enterprises
carrying out innovative restructuring — in increasing the va-
lidity of decisions related to the transfer of technologies that
meet the criteria strategically important for the development
of competitive advantages for successful operation in the se-
lected market segment, while reducing their costs associated
with technological renewal of production; for the region — in
increasing the revenues to local budgets due to the increase
in the number of profitable enterprises. In addition, the tech-
nological advantage of such enterprises can expand their
market opportunities and will improve the general dynamics
of socio-economic development of the region.

Therefore, one of the criteria for evaluating the effec-
tiveness of the operation of the TTCs at the regional level
should be the excess of revenues to the local budget from
production enterprises (clients of the TTCs) over the costs of
its creation incurred by local budgets. Formally, this can also
be expressed through the value of net present value (NPV):

NPV = ZZ::()(ADt —E)a, =11, 1)

where T is the period of operation of the TTC; D is the addi-
tional revenues to the local budget from TTC clients in the t*



year; E is the current expenses for the operation of the TTC
in the t year, financed from the local budget (e.g., rent of
premises); a,is the discount factor; II is the initial investments
in the creation of the TTC, financed from the local budget.
Therefore, the economic profitability of the operation of
the TTC for the region can be partially estimated by the value
of the aggregate NPV in the planned period, received from
enterprises that carried out the technological transfer. Partly
because the development of high-tech entrepreneurship can
act as a catalyst for integration processes in the business envi-
ronment, increasing the overall resource and market oppor-
tunities of the participants of such associations and increas-
ing the amount of added value in the regional dimension.
In the conditions of war, the task of developing innova-
tion infrastructure is not considered a priority for regional
management authorities. Therefore, the leading role in this
development lies with the entrepreneurial environment. The
motivational basis for the self-organisation of businesses in
creating and developing innovation infrastructure is the ex-
pectation that the benefits derived from using their services
(D) will exceed the income they would have by operating
independently within the current legal framework D :

D.>D.

i P

(2

Such expectations will serve as the basis for expanding
the functional purpose of innovation infrastructure elements
towards the qualitative development of services that will be
more in demand by the business environment of a particular
region, considering the structure of its resource potential.
Overall, the development of an “entrepreneurial inclusion”
environment requires active dialogue, interaction, and part-
nership within the “business-government-society” triad. This
allows for a focus on concrete issues, participants, availa-
ble resources, and opportunities for the development of lo-
cal communities and regions and can become an effective
institutional mechanism to achieve post-war recovery and
sustainable development goals in Ukraine.

Conclusions
The massive destructive processes and security challenges
faced by Ukraine in defending its right to choose a devel-
opment model have heightened the problem of defining
institutional conditions for the structural transformation of
the economy and aligning its parameters with sustainable

V. Stadnyk et al.

development priorities. In the context of the necessary in-
stitutional changes, the study analysed the development of
Ukraine’s institutional environment. It was concluded that
its structure is saturated with extractive institutions formed
at the legislative level and further reinforced by corruption
schemes for the redistribution of financial flows. The con-
sequences of the influence of extractive institutional factors
on the behaviour strategies of economic entities were sys-
tematised. The main motivational factors of the institution-
al environment were identified, with a focus on the dom-
inance of extractive and inclusive institutions from their
impact on social and economic processes in the country.

Using graphical modelling, scenarios for the develop-
ment of Ukraine’s economy were presented, highlighting
key motivational vectors of the economic actors influenc-
ing this process. The authors’ position was expressed that
for Ukraine to transition to sustainable development, there
should be a predominance of inclusive institutions in the
structure of the institutional space, which create favourable
conditions for the establishment and functioning of entre-
preneurship in line with sustainable development priorities.
Such an institutional space is referred to as the “entrepre-
neurial inclusion” environment. In this environment, a spe-
cial role is assigned to the service infrastructure of inno-
vation activity as an information platform for the effective
creativity of entrepreneurial structures in creating high-val-
ue consumer values. The study outlined conditions under
which economic actors would be motivated to develop such
institutions. It was emphasised that through the coopera-
tion of the entrepreneurial community, civil organisations,
and government bodies, a consensus can be reached in de-
fining key points of economic growth for Ukraine in its post-
war recovery and resource synergy in achieving sustainable
development goals. Future research will cover the develop-
ment of recommendations for strengthening the inclusive
component of the institutional environment of Ukraine in
the context of improving the conditions for the establish-
ment and functioning of entrepreneurship following the sus-
tainable development goals.
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Anotanisa. MacmtabHi AecTpyKTUBHI mponecu Ta 6e3neKoBi BUKJIMKH, 3 SKUMH 3iTKHyJIacsd YKpaiHa, BiJICTOIYU
CBOE IIpaBO Ha BUOiIp MoOAesi PO3BUTKY, aKTyajisyBaju NpoOJieMy BU3HAu€HHA iHCTUTYLIHHUX yMOB CTPYKTYpPHOI
TpaHchopMarii eKOHOMIKM Ta Y3rOMKeHHs 1i mapameTpiB 3 NPiOpUTETaMH CTAJIOrO0 PO3BUTKY. MeTow craTTi 6yJio
MO/IeJTIIOBaHHS CllieHapiiB po3BUTKY O6i3Hec-cepeJOBHINA 32 pPi3HUX TUMIB iHCTUTYLIMHUX CTPYKTYp Ta BU3HAYEHHS
MOXJIMBOCTI CTBOPEHHS iHCTUTYLiMHOTO HiAIPYHTA JJIA CTAJIOTO PO3BUTKY YKpaiHU B yMOBaX IJI00aJIbHUX Ge3leKoBUX
BUKJIMKIB. JlOCJIiI)KeHHA I'PYHTY€EThCA Ha KOHIIENTYaJIbHUX 3acajaX iHCTUTYI[IIHOTO cepeJoBUIIA. BusABsIeHO iHCTUTYITiNHI
nporajvHu B Oi3Hec-cepefOBUILi, sAKi CIHOTBOPIOIOTh MOTHBALiIHy OCHOBY KOHIEMIil CTajoro po3BUTKYy YKpaiHM Ta
NpU3BOAATh 10 AOMiIHYBAaHHA KOPYNIIMHMUX eJIEeMEHTIB y pillleHHAX i AiAX eKOHOMiuHuX cy0’ekTiB. CHCTeMaTu30BaHO
HACJIiJKY BIUTUBY €KCTPAKTUBHUX iHCTUTYLiTHUX YMHHUKIB HA BUOIp CTpaTeTiil MOBENiHKY Cy0'€KTaMU rOCOJapIOBaHHs.
OxapaKTepu30BaHO BiJIMiHHOCTi y BIUIMBI €KCTPAKTUBHUX Ta IHK/IIO3UBHUX iHCTUTYTiB Ha €KOHOMIiYHi Ipoliecu.
3 BUKOPUCTAaHHAM BEKTOPiB MOTHBAlil NpeACTaBHUKIB Oi3Hecy, OpraHiB BJIau Ta I'POMAJICBKOCTi 3MOJIeJIbOBAHO
cijeHapil po3BUTKYy Oi3Hec-cepe[oBHUIa Ta MPOJEMOHCTPOBAHO X pe3yJbTaTU 3 TOYKU 30py Lijiel CTajioro pPO3BUTKY.
KonnenTyasizoBaHO KOHIeMNIil0 GOpMyBaHHsA cepeJOBUIIA «ITiATPUEMHNULIBKOI iHKJII03UBHOCTI» AK iHCTUTYLiliHOI OCHOBU
CTaJIOTO PO3BUTKY, MiAKpeCcJeHO HOro poJib K CTUMYJIATOpPA NMPOAKTHUBHOI Ta e(peKTHUBHOI iHHOBALiIHOI AiAJBHOCTI.
BusHaueHO I1ij1i pO3BUTKY iHHOBAIiNHOI iHOPACTPYKTYpU fK CYKYIMHOCTi iHCTUTYTiB KOJIEKTUBHOI [ii, [0 JO3BOJIAIOTH
3HU3UTYU PU3UKU B iHHOBALiMHIN JisZIBHOCTI MigIPUEMCTB Ta MigBUIMUTH il eQeKTHUBHICTh. BU3HAUeHO yMOBH, 3a AKUX
Gi3Hec-crisibHOTa OyJle MOTHBOBaHa J0 PO3BUTKY TaKUX iHCTUTYTIB. IlifkpecseHO poJjib TPOMAaJChKUX Oprasizariii y
nporiecax iHCTUTYLIMHUX 3MiH Ta pOpMyBaHHi iHCTUTYTiB KOJIEKTUBHOI Jiii. Pe3ypTatul JOC/IiKeHHA MaloTh IPaKTHU4He
3Ha4YeHHs AJ1A GOpMyBaHHA IHCTUTYLIIHHOTO MeXaHi3My peaJli3allil iHHOBalillHO-TeXHOJIOTiYHUX CTPYKTYPHHUX 3pYyIlIeHb B
€KOHOMII[i YKpalH! B KOHTEKCTi IPiOPUTETIB CTAJIOr0 pO3BUTKY Mif Yac I NiCJIABOEHHOTO BiJPOAKEHHA

KiiouoBi cjioBa: €KCTPAaKTHBHI IHCTUTYTH; i{HKJIIO3UBHI I{HCTUTYTH; MiJANPUEMHUIPKA 1HKJIIO3UBHICTD; cIieHapil
eKOHOMiYHOI IOBeJiHKY; iHHOBaIliliHa iHPPaCTPyKTypa; CTPYKTYPHi 3MiHU B €KOHOMIITi
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