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Abstract. Innovation and technological advancements are transforming every sector of the economy, and studying their
impact on the banking sector is highly relevant in the context of digitalisation. The rapid evolution of technologies has led
to major changes in the way banking services are delivered, reshaping the expectations and behaviour of both customers
and financial institutions. One of the most notable innovations emerging from technological advances is digital banking
services. The purpose of this article was to examine the concept of digital banking services by analysing their history,
types, benefits and challenges, and to contribute to the academic literature by providing a comprehensive overview of how
they are transforming the modern banking environment. To achieve the set goals, qualitative analysis, generalisation, and
systematisation methods were used. This study revealed that applying the latest innovative technologies to traditional
banking services digitises and automates them, improves their accessibility, makes them more convenient for customers,
increases transparency and efficiency, and reduces costs for both banks and customers. However, in addition to their
countless benefits, digital services also come with many challenges, such as privacy, security, and technical issues. The
study highlighted the importance of banks and financial institutions addressing these challenges, as failure to do so could
undermine trust in digital systems. Furthermore, regulatory bodies should take measures on digital services to ensure
financial stability, avoid illegal activities, protect customers and banks from security issues, and prevent unwanted risks
and problems for the whole financial sector. The demographic analysis part of the study explored the number of digital
banking users worldwide and the factors influencing their adoption of digital services. The findings of this study can be
used as a guide by banks and financial institutions in implementing innovative technologies

Keywords: innovation; accessibility; customer behaviour; financial inclusion; regulation

Introduction

In the 21* century, it is nearly impossible to imagine any
field unaffected by technology. Since the 1950s, the inven-
tion of the computer and the technological advancement
have profoundly revolutionised every sector, including fi-
nance and banking. One of the most notable innovations
resulting from technological advancements is digital bank-
ing. This banking concept covers a wide range of digital
services, from online payments and bank account manage-
ment to virtual customer support and personalised servic-
es, allowing customers to access various banking services
without having to visit a physical bank branch. Further-
more, innovative technologies offer considerable benefits to
banks and financial institutions. Digitalisation allows banks
to automate a large part of their internal operations and

management, improving efficiency and transparency, re-
ducing human errors and helping to lower costs. Addition-
ally, with data analytics tools, banks can better understand
their customers’ preferences and offer them more person-
alised banking services. However, despite its many benefits,
digital banking also has certain challenges, particularly re-
garding security and privacy. As banking services become
increasingly dependent on digital infrastructure, they
become more vulnerable to cyberattacks, fraud and data
breaches. Challenges of digitalisation require special atten-
tion from banks and financial institutions, otherwise they
may result in financial and reputational losses for banks.
Many studies are devoted to studying digitalisation in
the banking sector from different perspectives. According
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to T. Geger & V. Akgiray (2025), artificial intelligence and
innovative technologies have changed behaviours in the fi-
nancial sector. Since everyone wants to access all the neces-
sary financial services in one click, the role of technological
advancements is crucial to improve existing banking ser-
vices and meet new and changing customer needs. Refusal
to implement innovative technological advances can result
in loss of customers and competition. K. Meghani (2020)
discussed the main types of innovation applied to banking
management and services in the case of India. They high-
lighted the importance of innovation in banking to mod-
ernise banking services and make them more accessible.
The application of innovation also increases competitive-
ness in the banking sector. Banks try to offer more attrac-
tive banking and financial services to customers with lower
charges to stay ahead of the competitors. The research by
E. Indriasari et al. (2022) once again emphasised that mod-
ern technological advances allow banks to improve overall
management efficiency, transparency, and speed of oper-
ations. They also classified the main applied technologies
in digital banking, outlined their features and role in the
banking environment. Artificial intelligence-based tech-
nologies help banks predict potential risks, identify fraud
and unusual activities in the banking system. S. Singh et
al. (2024) analysed in detail the main challenges and issues
of digital banking systems. The researchers argued that al-
though banks are trying to find better ways to protect their
digital systems from cyberattacks, criminals will always
find other ways to penetrate banking systems. Because
the technologies used by criminals are also improving.
The risks of cyberattacks can be minimised, but they can
never be zero. M.O. Al-Smadi (2023) analysed the adop-
tion of digital banking in the Middle East and North Africa
countries. Their findings showed that digital banking plays
a critical role in increasing financial inclusion and provid-
ing cheaper financial services to underserved populations.
From the customer’s perspective, P. Khera et al. (2021) ex-
amined the relationship between demographic factors and
the adoption of digital banking services. The study proved
a positive relationship between people’s education level and
attitudes towards digital services. The results of the study
by G. Chinnasamy et al. (2024) also showed that people’s
perceptions regarding the trust, usefulness and conveni-
ence of digital banking services have a direct and positive
impact on the adoption of these services. However, most
of the reviewed literature focuses on a selected aspect of
digital banking services and does not fully reflect all the
features of these services within a single study. The purpose
of this article was to explore the concept of digital banking
services, analyse their benefits and challenges, and provide
a comprehensive overview of how they are reshaping the
modern banking environment.

Materials and Methods

Considering the complex nature of digital banking ser-
vices, which encompass banking, finance, technology,
customer behaviour, and the regulatory framework, the
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study adopted an integrated research approach to achieve
its objective and the following research steps were taken:
exploring the history of digital banking services; determin-
ing the main types of digital banking services; assessing the
benefits and challenges of digital banking services; analys-
ing the demographic adoption of these services globally;
identifying the main purposes of digital banking regula-
tion. The data collection for this article relied primarily on
secondary sources. To establish the theoretical framework
of the article, a comprehensive review of the literature was
conducted on digital banking services, banking innovation,
financial technologies, customer behaviour and more. The
theoretical sections of the article were based on data from
selected scientific articles (Wewege et al., 2020; Indriasari et
al., 2022; Pfoertsch & Sulaj, 2023; Miiller et al., 2024; Liu et
al.,2024). In addition to the literature, information was col-
lected from both academic and industry sources, including
reports, regulations, government publications, customer
surveys, and comments from banking professionals, to an-
alyse the benefits and challenges of digital banking services
(UFA2020 overview...,2018; Prescott, 2024; Burnett, 2025a;
2025b). The selection of sources was based on their reliabil-
ity, relevance, and novelty in relation to the subject of the
article. Based on the collected data, the synthesis method
was used to strengthen the theoretical part of the study.

The demographic analysis of digital banking services
was conducted using statistical data (Ananda et al., 2020;
Khera et al., 2021; Barjaktarovi¢ Rakocev¢ et al., 2022;
Kaixiang et al., 2024; Burnett, 2025a; 2025b). This data
was used to study the adoption of digital banking services
according to key demographic variables, such as age, edu-
cation level, and income level. These demographic factors
helped highlight disparities in the adoption of digital bank-
ing services across both developed and developing coun-
tries. The graphical method was applied to visually repre-
sent the percentage of the adult population using mobile
banking services in developed and developing countries.
The statistical data were obtained from S. Burnett (2025b)
and Digital transformation in the payments industry statis-
tics (2025). However, the lack of detailed data on the adop-
tion of digital banking services in developing countries is
a major limitation of this study. Additionally, in many cas-
es, statistics from such countries do not fully capture the
nuances of customer adoption of digital banking services.
Although this article did not rely on primary data collec-
tion, it provides a comprehensive and balanced overview
of the existing knowledge on digital banking services.

Results and Discussion

In accordance with the objective of this article, the results
of the conducted research should provide an overview of
the concept of digital banking services. To gain a more
comprehensive understanding of this concept, it is essential
to begin by examining the historical development of dig-
ital banking services. The invention of the Telegraph can
be considered the first version of distant communication
technology. In 1886, the installation of the Transatlantic
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telegraph cable was the first step towards connecting con-
tinents and creating a global communications system. The
telegraph was used for money transfers between banks and
became an important part of the financial sector. Modern-
isation of banking operations began in the 1960s. With
the invention of mainframe computers, banks were able to
move from manual bookkeeping to computerised record
keeping. Banks such as Bank of America and Citibank be-
gan using these computers to store large amounts of data
and process banking transactions. As the first Automatic
Teller Machine in the world, Barclays Bank installed a cash
machine in London, UK, in 1967. This machine operated all
day and allowed people to withdraw money without inter-
acting with bank employees. In 1973, the SWIFT system was
founded, allowing banks and major financial institutions
around the world to electronically transfer funds and com-
municate with each other. The concept of digital banking
services emerged in the 1980s. Several banks began offering
limited-featured telephone banking services. Using a home
phone line, customers could make simple transfers of funds
and check their bank accounts. Improvements in commu-
nication systems took another step towards digital banking
and allowed banks to create “centralised computer systems”
by linking networks of bank branches (Harchekar, 2018).

Although several technologies were widely used in
most banks at that time, their primary role was to support
and facilitate the internal management of banking oper-
ations. Following the invention of the internet, it became
publicly available in the 1990s. The rise of the internet be-
gan to shape current digital banking services. Financial in-
stitutions saw the internet’s potential and began developing
online services. In 1994, Stanford Federal Credit Union in
the United States became the first financial institution to of-
fer online banking services. By the late 1990s, banks in de-
veloped countries had created their own websites, allowing
customers to make transfers and check their accounts from
home via the internet and their personal computers. In the
early 2000s, accelerating technological advances gave rise to
the concept of mobile banking. Mobile phones were quick-
ly adopted by the public, and banks invented a new digital
banking concept: SMS banking. Through text messaging,
customers could check their bank accounts and perform
simple banking transactions. In 2008, the launch of Google
Play (formerly Android Market) and the App Store revo-
lutionised digital banking. Banks developed and launched
their banking apps, offering the same services as their other
online platforms. In 2010, neobanks entered the financial
market. Unlike traditional banks, they did not have phys-
ical branches and offered only online banking services
through digital platforms. Moven and Simple are among
the first neobanks in the world (Harchekar, 2018). In the
2010s, the rise of fintech companies created new compe-
tition in the financial market and a threat to banks. Com-
panies like PayPal and Square began offering digital pay-
ment services and innovative financial products. In 2011,
the launch of Venmo made peer-to-peer money transfers
faster and easier. In 2014, digital wallet apps like Apple Pay

and Google Pay emerged. These apps allow users to make
payments via their smartphones without the need for cash
or physical credit cards. Particularly during the COVID-19
pandemic, contactless payments gained popularity world-
wide (Nguyen, 2020). Since the 2020s, rapid technological
advances such as artificial intelligence, blockchain and the
internet of things (IoT) have enabled banks to make sig-
nificant progress in developing banking management and
modern banking services (Tkachov & Pryiatelchuk, 2025).
In the modern banking sector, all banking services are
becoming digital over time, and new digital banking ser-
vices and products are being created. While it is impossi-
ble to list all digital banking services, this study examined
the most popular types of digital banking services offered
around the world. Online banking is an electronic system
that allows banks to offer digital banking services through
their websites over the Internet. By visiting the websites of
banks, customers can check their balances, manage bank
accounts, make payments and transfers, track transaction
history, and more. In 2025, online banking accounts for
77% of all banking transactions worldwide and there are
3.6 billion active online banking users. 82% of US adults
and 85% of UK adults use these services monthly (Burnett,
2025b). Mobile banking has the same features as online
banking, but customers use special mobile banking applica-
tions through their smartphones or tablets to access bank-
ing services. The main advantage of mobile banking is that
customers receive instant “push” notifications during bank
account activities. Mobile banking handles nearly 88% of
all banking transactions worldwide. For example, in China,
there are more than 954 million active mobile payment us-
ers as of 2024 (Digital transformation in the..., 2025).
Using different types of digital payment methods (QR
codes, contactless payments, etc.), customers can make on-
line purchases from various web sources, pay bills, invoic-
es and other payments. Digital wallet applications allow
customers to make payments by tapping their phone on a
payment terminal. Using these applications, customers can
add all their payment cards to one application and access
them at any time without the need for a physical version
of the cards. According to UK forecasts, by 2027 half of
the country’s spending will be done through virtual cards
(Prescott, 2024). Previously, when customers had problems
related to banks, they used to have to visit the bank branch-
es. But, using chatbots, robot consultants or other virtual
assistants, banks offer remote support to solve customer
problems and answer their questions. In a survey of on-
line banking customers in Albania and Cyprus, researchers
found that chatbot communication positively correlates
with customer experience and satisfaction (Pfoertsch &
Sulaj, 2023). Neobanks are financial institutions that oper-
ate without physical branches and offer only digital bank-
ing services. These services differ from traditional banking
services by low fees, high interest rates on savings accounts,
low interest rates on loans, and more personalised finan-
cial instruments. Revolut and Bunq are among the popu-
lar neobanks. The annual total volume of transactions and
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payments through neobanks is predicted to exceed $700
billion by 2028 (Burnett, 2025a). Digital insurance. Until
recently, insurance was only offered by insurance compa-
nies or special divisions of banks. But now, customers can
purchase and manage insurance for their cars, houses and
other valuables through digital devices, without leaving
home. Customers can quickly compare insurance offers
from different providers to find the best price. Around
60% of insurance policies worldwide are sold or managed
through digital channels (Burnett, 2025b). From increased
efficiency and accessibility to greater transparency and in-
novative features, digital banking offers numerous benefits
to both customers and banks. Digital banking services are
available 24 hours a day, 365 days a year, including week-
ends and holidays. Customers can conduct banking trans-
actions and check their accounts from anywhere, such as
at home or work, without having to go to the bank. This
feature is necessary for customers who work and cannot
visit the bank during working hours. Digital banking ser-
vices are also accessible from a variety of devices, includ-
ing smartphones, computers and tablets. Customers can
choose the device that best suits them.

With the help of digital banking platforms, customers
can easily transfer money between accounts, make domes-
tic and international remittances and pay bills in less than
a minute. Customers can also set up automatic payments
for invoices to avoid late payments and penalties. For en-
suring secure access of customers to banking accounts,
digital banking platforms use multiple security methods,
including two-factor authentication, biometric recognition
and encryption. Customers receive notifications from their
digital banking platform about suspicious activities such as
fraudulent transactions or login attempts from unknown
devices. Banks also use special encryption methods to pro-
tect customers’ financial and personal data from theft and
fraud (Barjaktarovi¢ Rakocev¢ et al., 2022). Digital banking
platforms provide customers with a detailed view of their
financial activities. Customers can review their accounts,
track spending history, categorise expenses and much more.
These features help customers manage their finances more
efficiently, avoid overspending and unpleasant surprises.

Traditionally, receiving a loan could take several days,
because banks had to manually verify a customer’s identity,
analyse their credit history, and evaluate their past ability to
repay. This process often resulted in delays and frustration
for borrowers (Susmitha et al., 2024). However, digitalisa-
tion of banking services helps banks to automate and speed
up the loan approval process. Now, especially for personal
loans, banks can quickly collect and analyse the necessary
data about a customer and make a credit decision in a short
period of time. Unlike traditional banks, digital banking
offers services at lower fees. Some banking operations can
even be done online for free, allowing customers to realise
significant savings. Digital services also reduce operational
costs for banks by eliminating the need for paper, special
infrastructure and maintenance. Some banks offer digital
banking services without having branches. Better customer
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support. Digital banks offer 24/7 support through live chat,
email,androbo-advisorstoresolveissuesandanswercustom-
er questions. Customers can get help anytime, even outside
of business hours. These modern features increase satisfac-
tion and loyalty of customers, strengthen the bank-cus-
tomer relationship, and help prevent customer churn.
Many digital banking platforms use specific artificial
intelligence tools to analyse the financial services most
frequently used by each customer. Then platforms offer
customers personalised financial and banking products
tailored to their habits and preferences (Liu et al., 2024).
Additionally, digital banking allows customers to link oth-
er financial accounts from third-party applications to a
single platform. This helps customers to view and manage
all financial activities from a single banking app. In many
regions of the world, there are no or very few bank branch-
es. People, especially in rural areas, had no access to tra-
ditional banking services. But now, anyone with access to
the internet can open and manage a bank account, obtain
a loan, send and receive money, no matter where they live.
Digital banking services help reduce global financial inclu-
sion and improve the quality of life for people in rural and
remote areas (Hung et al., 2020). One of the main reasons
why customers are increasingly turning to digital banking
services is the attractive interest rates. Due to lower over-
head and operating costs than traditional (physical) banks,
digital banks offer lower interest rates on loans and higher
interest rates on savings accounts. In addition to financial
inclusion, digital banking also helps banks expand their
reach. Typically, traditional banks serve people who live
near or can visit a bank branch. But digital banking capa-
bilities allow banks to serve people in different regions and
even different countries. Banks use modern technologies
to analyse the needs and preferences of people in different
countries and provide banking services through digital
platforms. This helps banks enter new markets, gain new
customers, and increase revenue (Gambacorta, 2023). In
digital banking, almost all statements, reports, and docu-
ments are generated and stored on computer systems and
digital platforms. By minimising the need for paper and
plastic, digital banking reduces waste production and op-
erates in a more environmentally friendly manner. Unlike
traditional banks, digital banks operate primarily online.
This also reduces electricity consumption and significantly
improves overall energy efficiency. Despite the numerous
benefits that digital services bring to the banking industry,
they also have certain disadvantages. Digital banking sys-
tems collect and store a lot of information about custom-
ers, including personal data, location, account details, and
income and expenditure history. Although this data is only
used to better understand customer behaviour and person-
alise services, customers still have concerns about the con-
fidentiality of their personal information (Revathi, 2019).
Banks implement advanced security measures to pro-
tect themselves and their customers from manipulation and
cyberattacks. However, the risk of various hacking attacks
remains. Cybercriminals can penetrate bank systems and
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gain access to confidential information, including custom-
ers personal data and account details. This can also lead to
financial losses for both customers and banks (Vedapradha
& Hariharan, 2021). Another potential risk for customers is
bank account passwords. Fraudsters can easily guess weak
passwords and thus gain unauthorised access to customer
accounts. In addition, cybercriminals create fake banking
websites and emails similar to the original version and send
them to people. Sometimes customers cannot distinguish
the original from the fake, open links and access fake web-
sites. As soon as customers enter their banking credentials,
their data is immediately stolen (Indriasari et al., 2022).
One of the largest data breaches in banking history oc-
curred in 2019 at Capital One, an American financial hold-
ing company, affecting more than 100 million customers. A
misconfigured firewall on the bank’s cloud server allowed
unauthorised access to the banking system. The stolen data
included customers’ names, addresses, phone numbers,
email addresses, and dates of birth. Capital One immedi-
ately patched the breach and paid nearly $200 million in
compensation to customers (Information on the..., n.d.).

Through technological innovations banks offer a wid-
er range of banking services to their customers. However,
for customers accustomed to traditional banking servic-
es, it can be difficult to adapt to digital banking services.
Especially relatively older users may experience naviga-
tion issues within the bank programme, which can lead
to transaction errors. Banks now offer a wide range of
digital banking services. However, some services remain
available only at traditional banks, such as complex loans
or specific financial advice. Customers who need these
services may still need to visit a traditional bank branch
(Ananda et al., 2020).

Digital banking facilitates money spending by offer-
ing instant payment methods via digital wallets or banking
apps. However, handling cash gives users a tangible sense
of money and the ability to track and control spending.
When making digital payments, the absence of physical
cash can cause people to overspend. Especially if users do

not frequently check their bank account balances, they
may not notice how much money they are spending. Dig-
ital banking allows customers to access banking services
anytime, anywhere. However, like other digital systems,
digital banking systems may also experience technical fail-
ures, interruptions, or malfunctions. During these times,
customers may not be able to access their bank accounts
or conduct transactions, which can cause inconvenience.
Furthermore, a stable internet connection is essential for
digital banking. Users with weak internet connections may
experience difficulties accessing banking services.

While many banks operate both traditionally and
digitally, some only offer digital services and do not have
branches. The lack of physical presence may be inconven-
ient for customers (especially for older people) who prefer
face-to-face banking or need help with specific problems.
Modern banks typically provide customer support through
digital channels such as chatbots, emails, and calls. While
this method can solve many problems and answer custom-
er questions, it may be insuflicient for more complex issues.
Resolving such issues can be time-consuming or impossi-
ble without face-to-face interaction and customers may
become frustrated if they cannot contact bank staft. Dig-
ital banking services help increase financial inclusion, but
they also lead to digital exclusion. People in rural areas may
not have access to the internet or those with low incomes
cannot afford digital devices. Unfortunately, such people
are excluded from the benefits of digital banking services
(Hung et al., 2020). Digital banking services have grown
rapidly since 2015, affecting customer behaviour world-
wide. Analysing the demographics of digital services helps
banks and other financial institutions understand their
customers, improve customer satisfaction and meet their
diverse needs. As shown in Figure 1, the number of users of
modern digital banking services continues to grow world-
wide every year. Especially during the Covid-19 pandemic,
lockdowns have boosted the use of these services. By 2024,
more than 3 billion people use at least one digital banking
service during the year.

e

2019 2020 2021

2022 2023 2024

Figure 1. Number of digital banking users 2019-2024 (in billions)
Source: prepared by the author based on UFA2020 overview: Universal financial access by 2020 (2018), S. Burnett (2025a)

The adoption of digital banking services varies across
regions. In developed countries, adoption rates are signifi-
cantly higher than in developing or poor countries (Fig. 2).
Strong infrastructure, a higher Human Development In-
dex, higher levels of education and income are among

the factors that differentiate these countries from develop-
ing ones (Wewege et al., 2020).

As the Figure 3 below shows, the lowest adoption
rates are in developing countries. Factors such as poverty
level, weak technological infrastructure, lack of financial
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literacy and poor internet quality impact the adoption of dig-
ital banking services. However, banks and governments are

DEVELOPED COUNTRIES

working together to make digital services accessible to the
population and adoption rates are increasing over the years.
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Figure 2. Percentage of adults using digital banking services in developed countries (2024)
Source: prepared by the author based on S. Burnett (2025b), Digital transformation in the payments industry statistics (2025)
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Figure 3. Percentage of adults using digital banking services in developing countries (2024)
Source: prepared by the author based on S. Burnett (2025b), Digital transformation in the payments industry statistics (2025)

However, regardless of geography, various demograph-
ic factors influence customer behaviour towards digital
banking services. One of the key demographic differences
in digital banking is the age divide. Younger generations
are the main users of digital banking services. According
to a 2024 survey, 94% of Millennials and 82% of Gen Z use
digital banking for at least one financial transaction. With
the rise of instant payments and mobile banking apps,
75% of Millennials regularly use digital banking services.
In general, younger users are more adaptable to technol-
ogy and new digital financial products. 54% of the world’s
population aged 45 to 65 use digital banking services. The
most popular service among these customers is mobile
payments. However, they prefer both digital and tradition-
al banking services. The adoption rate of digital banking
services is lower among older generations. Only about 40%
of customers aged 65 and over regularly use digital bank-
ing services, mainly to check their balances or make pay-
ments. Traditional face-to-face services and bank branches
are preferred by older customers. However, a survey reveals
that 65% of baby boomers use digital banking services at
least once a month (Burnett, 2025b). Historically, institu-
tional and social factors have limited women’s access to fi-
nancial resources and opportunities, resulting in a gender
gap. In developed countries, the adoption rate of digital
banking is almost identical. For example, in 2023, in the

United States, 62% of men and 65% of women used digital
banking services. These figures were 71% and 73%, respec-
tively, in the EU.

Education is another major factor affecting the adop-
tion of digital banking services. A higher level of education
is associated with increased use of digital banking servic-
es. Generally, educated consumers are more comfortable
using technology and understanding financial products.
A high level of financial literacy helps customers better
analyse their banking needs and make financial decisions
(UFA2020 overview..., 2018). Customers’ income signifi-
cantly influences their adoption of digital banking. Gener-
ally, customers with higher incomes require a wider range
of banking services, including investing, financial manage-
ment and cryptocurrency. They often have advanced tech-
nology and high-speed internet connection, which facili-
tates the adoption of digital banking services. In contrast,
low-income customers use fewer types of digital banking
services (Kaixiang et al., 2024). Although the adoption of
digital banking services among low-income people has
gradually increased over the years, limited access to tech-
nology or poor internet quality creates barriers to accessing
digital services. Based on the findings of this article, national
banks of countries, international financial institutions and
special regulatory bodies should monitor and regulate dig-
ital banking services for the following purposes (Table 1).
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Table 1. Main purposes of digital banking regulation

Purpose

Description

Consumer protection

Ensure transparency and fairness of digital services
and protect customers from misuse of personal information

Security

Protect digital banking platforms against hacking, cyber threats, data theft and financial losses

Financial stability

Create a fair competitive environment throughout the financial sector, prevent monopolistic activities
and support the operation of new or small participants in the market

Preventing illegalities

Protect digital banking platforms from being used as a tool for illegal activities such
as money laundering and terrorist financing by monitoring suspicious transactions

Proper use of technology

Ensure that innovations and technologies applied by banks are used only for their intended purposes

Innovation facilitation

Encourage banks to implement the latest technological advances within a secure
and well-defined regulatory framework to improve the banking sector

Cross-border compliance

Ensure digital banking activities comply with international laws
and standards to support banks operating globally

Source: prepared by the author based on O.T. Nguyen (2020), L. Gambacorta (2023), N.X. Truong (2024)

Banks are transforming from traditional brick-and-
mortar buildings to innovative, universal financial institu-
tions. Applying the latest technologies to banking services
improves their accessibility, makes them more convenient
for customers, increases transparency and efficiency, and
reduces costs for both banks and customers. However, they
also come with many challenges, such as privacy, security,
and technical issues. These challenges require careful atten-
tion from banks and financial institutions. Furthermore,
regulators must take action regarding digital services to
prevent unwanted risks and problems for customers and the
financial sector. To minimise the potential problems and
risks associated with technological advances, banks should
follow these recommendations: create more user-friend-
ly digital platforms to be more convenient for customers
and eliminate misunderstandings; apply advanced security
mechanisms to protect customer data and prevent poten-
tial financial losses; conduct regular checks of digital bank-
ing systems to identify errors, vulnerabilities and potential
risks; implement 24/7 monitoring systems to detect cyber
threats and unusual transactions; train bank employees on
how to properly use technological devices and programmes
applied in the banking sector in order to increase efficien-
cy; collaborate with other local and international banks to
share experiences in applied technologies and jointly find
solutions to emerging threats and risks.

Many researchers devoted their studies to banking
innovation and digital banking services from different
perspectives. T.L. Liu et al. (2024) highlighted that banks
that have adopted digital technologies show significant im-
provements in performance metrics. The study also exam-
ined that digital adoption helps small banks catch up with
their larger counterparts in terms of service offering and
performance. Similar to the findings of this study, L. Wu et
al. (2023) suggested that mobile banking platforms provide
24/7 access to banking services, contributing to customer
convenience and satisfaction. However, this study expand-
ed the research of L. Wu et al. (2023) by focusing on the en-
tire digital banking experience, covering all its benefits and
challenges. A. Miiller et al. (2024) focused their research on
customer evaluation of the quality of digital banking ser-
vices. Their results indicated that customers prioritise ease

of use, security and personalisation when assessing digital
banking services. S. Barjaktarovi¢ Rakocev¢ et al. (2022)
also examined digital banking from the customer perspec-
tive and reaffirmed that customers value the convenience,
accessibility, and availability of digital banking services.
The study recommended that banks should invest in user
training and improve the security of digital banking servic-
es to promote their wider adoption.

C. Basdekis et al. (2022) analysed the relationship be-
tween FinTech companies and banks. Their research found
that traditional banks are increasingly collaborating with
FinTech companies to leverage their technological inno-
vations, rather than competing directly with them. The
article also addressed the regulatory challenges associated
with digitalisation and FinTech. C. Martinez de Ibarreta et
al. (2025) investigated digital banking in Spain, the impact
of digitalisation on bank branch closures and barriers to
financial inclusion. Their study showed that the low den-
sity of bank branches in the country significantly increases
the use of digital banking services among customers. The
results of the study revealed that although the COVID-19
pandemic and lockdowns significantly accelerate the adop-
tion of digital banking services, customers’ age, digital
skills, education level and location pose significant barri-
ers to financial inclusion. The researchers once again high-
lighted the importance of financial education programmes
and a well-developed digital infrastructure to increase the
adoption of digital banking services and improve financial
inclusion across the country. M. Rahman et al. (2024) also
examined the impact of the COVID-19 pandemic on the
adoption of digital banking services. Using data collected
in 2020-2021 (the peak period of the COVID-19 pandem-
ic), the study analysed the intention of millennial custom-
ers to switch from traditional banking services to digital
banking services and the adoption of mobile banking apps
in Malaysia. The findings revealed that performance expec-
tations, trust and personal interests have an impact on cus-
tomers’ adoption of mobile banking applications.

Scientists Z. Yu & J. Liu (2025) examined digital bank-
ing from a risk management perspective. Using financial
data from Chinese commercial banks, their study found
that the digital transformation of banks significantly
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reduces risks related to credit decisions, fraud, and compli-
ance, and improves the efficiency of operations and asset
management. The study suggested that, despite the draw-
backs of technological advances, banks should consider
them as part of their long-term business strategy and use
them to improve the efficiency of their overall operations.
From a macroeconomic perspective, government agencies
should support the digital transformation of banks in both
urban and rural areas and allocate digital resources pro-
portionally to all banks in the country. N.X. Truong (2024)
study identified the main factors driving the adoption of
digital banking services, such as cost-effectiveness, con-
venience, and improved accessibility. Furthermore, the
findings showed that despite the widespread adoption of
digital banking services globally, complex interface design
and financial illiteracy remain significant barriers for some
customer segments. V. Shpachuk & V. Trinh (2024) devot-
ed their research to the modern banking sector and digital
transformation. However, unlike this study, they mainly
focused on the role of key technologies such as artificial in-
telligence, blockchain, and cloud computing in the modern
banking environment. The research of O. Oyadeyi (2023)
highlighted the role of banking innovation in improving fi-
nancial inclusion in Nigeria. They suggested that regulators
should promote digital adoption to help banking services
reach rural areas of the country. Technology continues to
shape the future and banks must remain as technologically
advanced as possible and strengthen their brand image to
remain competitive in the banking industry, create new fi-
nancial products and meet the growing needs of customers.

Conclusions

The 21* century is widely considered the age of informa-
tion technology, as rapid and pervasive advancements
in the field of technology are fundamentally changing
every area of the world. This study examined the impact

References

Mammadli

of modern innovative technologies on banking services
and highlighted the importance of digitalisation in the
banking sector. The study revealed that the application of
emerging technologies to banking services improves their
accessibility, makes them more convenient for customers,
increases transparency and efficiency, and reduces costs for
both banks and customers. Digital banking services help
banks and financial institutions serve to underserved pop-
ulations and improve financial inclusion around the world.
From a customer perspective, the study found that several
socio-economic factors such as quality of life, country in-
frastructure, education level and income level of custom-
ers influence their acceptance of digital banking services.
However, due to over-dependence on technological infra-
structure, digital banking services also come with many
challenges such as privacy, security and technical issues
that negatively impact their adoption. These challenges re-
quire close attention from banks and financial institutions,
as failure to respond to them in a timely manner may result
in customer data leakage, financial and reputational loss-
es for banks. The study also provided recommendations
to minimise the risks and challenges of digital banking
services, emphasising the importance of their regulation.
Future research should explore emerging technologies in
banking such as artificial intelligence, internet of things,
open banking and determine their role in improving the
banking sector.
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AHOTALLA. [HHOBaLil Ta TEXHOIOTIYHI JOCATHEHHS TPAaHCPOPMYIOTh YCi CEKTOPU €KOHOMIKM, i BUBYEHHs iXHBOTO
BIUIMBY Ha OaHKiBCBKMII CeKTOp € BKpail aKTya/JIbHUM y KOHTeKCTi um¢posisamii. IIIBugkuii po3BUTOK TEXHOJIOTiN
IIPM3BIB IO CYTTEBUX 3MiH Y cioco6ax HafaHH:A 0aHKIBCBKUX ITOCIYT, 110 IIePeOCMMC/IIOE O4iKyBaHHA Ta IOBENIHKY AK
KJIi€HTIB, Tak i ¢iHaHCOBMX ycTaHOB. OnHi€I0 3 HAVBU3HAYHIINNX iHHOBALN, 1[0 BUHMK/IA 3aBAAKM TEXHOIOIIYHOMY
nporpecy, € 1dpposi 6aHKiBCbKi Hocayry. MeToro i€l cTaTTi 610 ZOCTIANTY HOHATTA UNGPOBUX OAHKIBCHKMX ITOCITYT
IIUIAXOM aHaJIi3y IXHboI icTopii, THIIB, IepeBar i BUK/INKIB, a TAKOXK 3pOONTHU BHECOK Y HaYKOBY JIiTepaTypy, HaJaBLIn
BCeOIYHMIT OIJIAJ TOTO, AK Ii MOCIYTY TpaHCHOPMYIOTh CydacHe 6aHKiBCbKe cepeoBuiLe. [I1d JOCATHEHHA NOCTaBIeHNX
1iiseit 6y/I0 BUKOPUCTAaHO METOAM AKICHOTO aHali3y, y3araJbHeHH: Ta cucTeMaTn3alil. Lle jocmimpkeHHa mokasaio, 1o
BIIPOBAJKEHHs HOBITHIX IHHOBAII/IHNX TeXHOJIOTil y TpagMLiliHi 6aHKIBChbKi mociyru onudpoBye Ta aBTOMATU3YE iX,
IIi/IBUIIY€E IXHIO JOCTYIHICTD, POOUTD IX 3pyYHIIIMMIY /14 KIIIEHTIB, 301/IbIITy€ TPO30PICTh i epeKTUBHICTD, a TAKOXK 3HIKYE
BUTPATH K A OaHKIB, Tak i i KiieHTiB. BogHouac, monpy yncienHi nepesary, LU poBi OCTYIN CYIPOBOKYIOTHCA
HU3KOI0 BUMK/IMKIB, 30KpeMa OB sI3aHMX i3 KOHQi/IeHIII/HICTIO, 6€3[eK0I0 Ta TEXHIYHUMM MUTAHHAMU. Y HOCiHKeHH]
IiJKpec/IeHO BaX/IMBICTD TOTO, 1106 6aHKy Ta GiHAHCOBI yCTAHOBM pearyBasy Ha Iii BUK/IVIKY, OCKI/IbKY irHOpyBaHHA IIMX
acnekTiB MoxKe IifiipBaTu oBipy o nuudpoBux cucreM. Kpim Toro, peryaTopHi opranu NOBMHHI BYXMBATHU 3aXO/iB IIOf0
1uPOBMUX HOCIYT, 1106 3a6e3meunTy PpiHaAHCOBY CTabIIbHICTD, 3aII06IITH He3aKOHHII JiANbHOCTI, 3aXUCTUTY KI€HTIB
i 6aHKM Bix 3arpos OesIlelli, a TAKOXX YHUKHYTU HeOa>KaHMX PUSMKIB i mpo6reM [yid BCboro (iHaHCOBOTO CEKTOpy. Y
ZeMorpadivHiil YacTVHI ZOCTiIKeHH 6y/I0 IpoaHali30BaHO KiIbKICTb KOPUCTYBadiB LM(ppOBOro GAHKIHIY B yCbOMY
cBiti Ta hakTOpPY, 110 BIUIMBAIOTH Ha BIPOBAPKEHHA LM(PPOBUX MOC/IYT. Pe3ybTraTi LIbOrO HOCTIIKEHHA MOXYTb OyTI
BUKOPYICTAHI SIK Opi€HTUP Iyl GaHKIB i piHAHCOBYUX YCTAHOB IIPY BIIPOBA/PKeHHI IHHOBAILIIIHIX TeXHOJIOTIN
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Abstract. The aim of this study was to substantiate the ways of effective use of Ukraine’s tourism potential as an instrument
of economic resilience and regional growth. The methodology was based on an empirical analysis of tourism resources,
infrastructure, financial indicators, and the dynamics of tourist flows in 2019-2024, taking into account innovative
approaches to the development of the industry. The results demonstrated significant regional differences in the use of
tourism potential and the level of implementation of innovative solutions. An in-depth analysis was carried out for Kyiv,
Cherkasy, and Vinnytsia regions, which made it possible to assess the innovativeness and competitiveness of the tourism
strategies. In Kyiv region, 147 natural tourism objects were recorded, including a biosphere reserve, three national parks,
and objects of the United Nations Educational, Scientific and Cultural Organisation. Cherkasy region had 572 objects of
the natural reserve fund, while Lviv region had more than 1,600 cultural heritage sites and four national parks. Zhytomyr
region counted two reserves and more than 1,500 historical and cultural monuments. The analysis of hotel infrastructure
showed sharp differences between the pre-war and wartime periods: occupancy in Kyiv dropped from 30-40% to 10-20%,
while in the Carpathian region in 2024, it exceeded 60-70%. Financial indicators confirmed the uneven recovery: in 2024
Kyiv region provided UAH 284.1 million of tourism revenues and UAH 50.83 million of tourist tax, Cherkasy region —
UAH 34.2 million and UAH 23.53 million respectively, and Vinnytsia region — UAH 41.3 million and UAH 3.12 million.
The average length of stay of tourists varied from 2 days in Kyiv to 7 days in Lviv, and the total flow in 2024 amounted to
2.7 million people, which equalled approximately 70% of the pre-war volumes. The practical significance of the study lay
in the fact that its results can be used for the development of regional tourism strategies aimed at increasing economic
resilience, competitiveness, and ensuring sustainable development of the regions of Ukraine

Keywords: infrastructure; resource; resilience; competitiveness; digitalisation; innovation; hotels

Introduction

The development of the tourism sector in Ukraine ac-
quired particular importance in the context of the search
for new drivers of economic growth and the improvement
of the population’s well-being. The use of tourism resources
contributed to the diversification of the economy, the cre-
ation of jobs, the activation of entrepreneurial initiatives,

and the formation of a positive international image of the
state. Tourism acted as an important factor of socio-eco-
nomic stability since it ensured the integration of cultural,
natural, and infrastructural opportunities of the regions.
The functioning of tourism in Ukraine was accompanied
by significant challenges, including military aggression, the
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preservation of cultural heritage, environmental threats,
and infrastructural instability.

In the work, V. Liubchenko (2023) generalised scientif-
ic achievements and studied the role of tourism in the con-
text of sustainable development, emphasising its impact on
economic, sociocultural, and environmental spheres. The
author stressed that despite the existence of positive glob-
al experience, the Ukrainian context was characterised by
increasing difficulties due to martial law and the need to
adapt European practices. In the study by O. Roik (2023),
emphasis was placed on the necessity of rethinking the di-
rections of sustainable tourism development in the period
of post-war reconstruction, particularly through the resto-
ration of infrastructure, digitalisation of services, the crea-
tion of competitive advantages in the international market,
and the formation of a national brand. The author stressed
the importance of tourism as a factor of economic growth,
social stability, and the preservation of cultural heritage.

Ukraine’s tourism sector suffered serious losses due to
the full-scale war, which manifested itself in the reduction
of domestic demand, the decline of infrastructure, the re-
duction of investment support, and the increase in security
risks. In the study by N. Karpenko et al. (2025), it was es-
tablished that despite the challenges, tourism in Poltava re-
gion demonstrated high adaptability, becoming a humani-
tarian hub and a centre of domestic tourism, where cultural
and volunteer initiatives actively developed. The authors
emphasised the importance of the cluster approach, the
preservation of ethnographic traditions, and the potential
of the Myrhorod resort, which allowed competitiveness to
be maintained even under crisis conditions. In the study
by H. Haponenko et al. (2023), the greening of tourism ac-
tivity was considered as a key factor in the restoration of
tourist and recreational potential and the construction of a
model of sustainable regional tourism development in the
post-war period. The authors proved that sustainable tour-
ism had to be based on the integration of environmental,
economic, social, and cultural aspects, the use of the clus-
ter approach and public-private partnership, as well as the
implementation of European environmental safety stand-
ards. V. Matsuka & M. Horbashevska (2024) determined
that tourism in the country was characterised by cyclicality,
where periods of revival were replaced by declines, while
Ukraine’s image in the world market remained uncertain.
They stressed that the most developed tourist centres re-
mained Kyiv, Lviv, Dnipro, and Odesa regions, while weak-
er positions were observed in Luhansk, Kirovohrad, Zhyto-
myr, Ternopil, Rivne, and Sumy regions. It was established
that the key elements of the organisational and economic
mechanism of development were effective marketing strat-
egies, compliance with the legislative framework, attraction
of investments, and digital transformation, which could en-
sure the sustainable functioning of tourist regions.

Sustainable tourism in Ukraine found itself under
threat due to military actions that led to the destruction
of infrastructure, the loss of part of recreational resourc-
es, and the decline of economic activity. In the study by
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L. Korolchuk (2023), the feasibility of the development of
cross-border sustainable tourism was proved as the most
realistic direction in wartime. The author noted that such a
format allowed the effective implementation of the tasks of
sustainable tourism through the use of resources of border
regions, integration into European practices, and the accel-
eration of the process of Euro- Atlantic integration. The study
showed that cross-border tourism could provide economic
benefits for border areas, contribute to the preservation of
cultural identity, and create prerequisites for long-term de-
velopment even under wartime conditions. Ukraine’s tour-
ism sector also suffered significant losses due to the COV-
ID-19 pandemic, which complicated business development,
led to a reduction in tourist flows, and a decline in the
contribution of tourism to gross domestic product (GDP).

In the study by O. Yakushev et al. (2024), the situation
in Ukrainian and world tourism under pandemic condi-
tions was analysed, the consequences of quarantine restric-
tions and the decrease in investment attractiveness were
outlined. The authors stressed that the recovery of the tour-
ism business was possible only on the basis of sustainable
development, which envisaged state support, the involve-
ment of business and the community, the development of
green infrastructure, and digital technologies. It was not-
ed that Ukraine significantly lagged behind neighbouring
countries in the implementation of anti-crisis measures,
which created a threat of reduced competitiveness. Tourism
worldwide faced challenges associated with rapid changes
in operating conditions, which required the creation of ef-
fective mechanisms of development and regulation. In the
study by S. Tsviliy (2024), the methodology of tourism in-
dustry development was substantiated based on the study
of business potential and forms of state regulation in dif-
ferent countries. The author emphasised the importance
of public-private partnership, digital transformation, at-
traction of investments, and support for sustainable devel-
opment as key factors of increased competitiveness. It was
proved that the formation of a comprehensive approach to
tourism business management contributed to the creation
of a quality national tourism product and the integration of
Ukraine into world markets.

Insufficiently studied remained the issues of improv-
ing legislation, institutional support, the integration of
European standards, the development of public-private
partnership, the formation of recovery strategies and risk
management, as well as mechanisms of sustainability and
cross-border cooperation, which required further scientific
research. The aim of this study was to determine the direc-
tions of rational implementation of Ukraine’s tourism po-
tential as a factor in the formation of financial stability and
the strengthening of regional competitiveness.

Materials and Methods

The research had an empirical character and covered the
timeframe of 2019-2024. To ensure representativeness,
Kyiv, Cherkasy, Vinnytsia, Zhytomyr, Lviv, Ternopil, Iva-
no-Frankivsk and Zakarpattia regions were selected, as
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these regions demonstrated different levels of provision
with natural resources, infrastructure development and
socio-economic conditions, which allowed for a compre-
hensive assessment of the specifics of Ukraine’s tourism
potential. Such a sample covered both developed tourist
centres and territories with unrealised potential, which
made it possible to carry out a comprehensive analysis of
regional differences. Within the research, the structur-
al-statistical method determined indicators characterising
the volume of tourist resources and infrastructure. These
included the number of natural sites (national parks, re-
serves, recreational zones), historical and cultural monu-
ments, as well as the presence of objects included in the list
of the United Nations Educational, Scientific and Cultural
Organisation (UNESCO) and national tourist routes (Iva-
no-Frankivsk, n.d.; About the nature reserve..., n.d.; Na-
ture Reserve Fund of Ukraine, n.d.). Hotel infrastructure
(the number of accommodation establishments and the
dynamics of the occupancy in 2019-2021 and 2022-2024)
was analysed separately in order to assess the provision of
tourist demand and the resilience of the industry in crisis
conditions. The analysis was carried out using the compar-
ative-dynamic method based on the sources Y. Tarasovsky
& A. Kruchinina (2024) and 2024 Ukrainian hotel market
overview study results (2024), selected according to the cri-
teria of relevance, reliability, and completeness of statistical
data. For the characterisation of transport provision, the
length of paved roads and the availability of railway and avi-
ation hubs in the studied regions were taken into account
(In 2022, Ukrzaliznytsia carried..., 2023; Kosse, 2023).

To evaluate tourist flows, the method of comparative
analysis was applied, which made it possible to identify
the transformation of demand in different periods. For
this purpose, statistical materials on the number of do-
mestic and foreign tourists and the average duration of
the stay in the regions in 2019-2021 and 2022-2024 were
used (Ukraine’s tourism industry..., 2024; Ilechko, 2025).
Innovation processes were studied using content analysis
and a classification approach, which made it possible to
identify the key directions of digitalisation and greening.
The introduction of digital technologies, including online
booking platforms, mobile applications and Augmented
Reality/Virtual Reality (AR/VR) solutions, as well as the
development of the concept of smart tourism, which cov-
ered virtual tours of museums, digitalisation of cultural
infrastructure and smart-mobility services, was analysed
(Polikovska, 2024; Skeiron, n.d.). Additionally, the green-
ing of the tourism sector was evaluated through the spread
of eco-certification practices for hotels, the functioning of
“green” estates and the creation of specialised eco-routes
(Over 50 routes..., 2018).

For an in-depth analysis of innovative involvement,
three regions - Kyiv, Cherkasy, and Vinnytsia — were se-
lected. This choice was explained by different starting con-
ditions: Kyiv region was distinguished by a high level of
digitalisation and financial capacity, Cherkasy region was
characterised by a significant natural-resource base, and

Vinnytsia region combined cultural and ecological poten-
tial. In addition, for these regions complete statistical infor-
mation was available in open sources, which made it possi-
ble to form a set of indicators: tax revenues from tourism,
tourist tax, its growth rates and the number of eco-certified
hotels (Tourism taxes by..., 2025; Kornyush, 2025; In 2024,
Vinnytsia community..., 2025). The application of formu-
lae (1-2) made it possible to compare the indicators of in-
novative involvement of the tourism sector in the selected
regions for 2024. The innovation involvement index was
formed on the basis of three groups of parameters: finan-
cial indicators (tax revenues from tourism and volumes of
tourist tax for 2024), the dynamics of growth of tourist tax
in 2024 compared to 2023, and ecological investments, re-
flected through the number of hotels certified according to
international Green Key standards. Each of the parameters
was normalised in the range from 0 to 1, after which the in-
tegral value was calculated. The applied approach provided
the opportunity to compare the regions both by absolute
revenues and by the level of implementation of innovative
solutions and ecological practices in the tourism sector
(Formula 1):

xinorm — Xi—Xmin. X 1)
Xmax—Xmin

where Xi - the actual value of the indicator for the region,
Xmin and Xmax - the minimum and maximum values
among all regions. After this, the normalised values were
combined into a single integral index by calculating the
arithmetic mean (Formula 2):

norm

n
Iregion = =L — n] , (2)

where # - the number of indicators, and j - the index show-
ing the number of a specific indicator in the set. Such an
approach made it possible to conduct an objective compar-
ison of the regions not only by absolute values but also by
the relative level of implementation of innovative and eco-
logical practices in the tourism sector.

Results

Analysis of the resource base and infrastructure
provision of the tourism sector under wartime challenges
The development of tourism was impossible without a
developed resource base and appropriate infrastructure,
which determined the level of competitiveness of regions in
the field of recreational and tourist services. In the context
of wartime challenges, the analysis of quantitative param-
eters of tourist resources, the hotel network and transport
infrastructure allowed the assessment of the real potential
of territories, as well as the identification of disproportions
that restrained the effective use. In Kyiv region there func-
tioned atleast 147 natural tourist sites, including a biosphere
reserve, three national natural parks, two regional land-
scape parks, 97 nature reserves, 61 natural monuments, 14
parks-monuments of landscape art and 17 protected tracts.
The objects of the Struve Geodetic Arc were included in
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the list of the UNESCO, which increased the international
value of the tourist resources of the region (Kyiv, n.d.). In
Cherkasy region there were concentrated 572 objects of the
nature reserve fund, including 23 of national importance,
which created a strong potential for the formation of eco-
tourism routes (There are over half..., 2022). In Vinnytsia
region there were counted 5 objects of the nature reserve
fund: one national natural park “Karmeliukove Podillia”
and four regional landscape parks: “Dnister”, “Nemyrivske
Pobuzhzhia”, “Serednie Pobuzhzhia” and “Murafa” (Tourist
resources of..., n.d.). Zhytomyr region had two nature re-
serves — Poliskyi and “Drevlianskyi’, as well as more than
1,500 historical and cultural monuments, among which
390 were of national significance (About the nature re-
serve..., n.d.). Lviv region was represented by four national
natural parks, the nature reserve “Roztochchia” and more
than 1,600 cultural heritage monuments, which combined
natural and cultural-historical potential (Lviv, n.d.). In Iva-
no-Frankivsk region there functioned six national parks
and the reserve “Gorgany”, while in Ternopil region there
were at least 145 objects of the nature reserve fund, which
ensured a diversity of tourist offers. Zakarpattia was char-
acterised by the uniqueness of the Carpathian Biosphere
Reserve and the national natural park “Zacharovanyi Krai”
(National parks and reserves of Ivano-Frankivsk..., n.d;
Nature Reserve Fund of Ukraine, n.d.).

The hotel infrastructure demonstrated significant fluc-
tuations depending on the period. In Kyiv region about 564
accommodation establishments were registered, with pre-
war occupancy reaching 30-40%, whereas during wartime
it fell to 10-20% (Family hotels and private..., n.d.; Hotel
real estate..., 2023). In Cherkasy region there were about
225 hotels, with occupancy reaching 60-70% before 2022,
but in 2022-2023 it fell to 20-30% (Find hotels in..., n.d,;
Krasnomovets & Drobotova, 2021). Vinnytsia region had
100-120 accommodation establishments, with average pre-
war occupancy of 60-70%, which in 2022-2023 fell to 20-
30%, but in 2024-2025 recovered to 34-38%. Lviv region
demonstrated relative resilience: with 600-650 establish-
ments, occupancy ranged from 50-54% in pre-war times to
30% during active hostilities, and in 2024-2025 stabilised
at the level of 47-49%. In Zhytomyr region in 2022 there
operated 17 official hotels and hostels with more than 1,000
places, with average capacity used by only a third. By con-
trast, in Ivano-Frankivsk and Zakarpattia regions in 2024
occupancy exceeded 60-70%, due to the growth of domes-
tic tourism and population relocation (Tarasovsky & Kru-
chinina, 2024; 2024 Ukrainian hotel..., 2024).

The transport network of the studied regions also
played a key role in ensuring tourist potential. The length
of paved roads was: in Kyiv region - 8.8 thousand km,
Cherkasy — more than 6 thousand km (96.5% paved), Vin-
nytsia — 9.5 thousand km, Zhytomyr - 8.5 thousand km,
Lviv — 8.3 thousand km, Ternopil - 5 thousand km, Iva-
no-Frankivsk — 4.1 thousand km, Zakarpattia - 3.3 thousand
km. Lviv, Ivano-Frankivsk and Uzhhorod had international
airports, although the functioning of the latter was compli-
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cated for security reasons. Lviv region was represented by
leading railway hubs (Lviv, Stryi, Sambir), Ivano-Frankivsk
region by hubs in Ivano-Frankivsk, Kalush and Kolomyia,
and Zakarpattia in Chop, Mukachevo, Uzhhorod and Ba-
tiovo. This provided not only internal but also international
railway connections with Poland, Slovakia, Hungary, and
Romania (Kosse, 2023). In the pre-war period Ukraine’ air
passenger flow exceeded 24 million people per year (2019),
but with the beginning of the full-scale invasion civil trans-
port stopped (Ukrainian airports increased..., 2020). By
contrast, the railway became the main channel of move-
ment: in the first weeks of the full-scale invasion 2.5 mil-
lion passengers were transported, with a peak daily figure
of 190 thousand people (In 2022, Ukrzaliznytsia..., 2023).

In Ukraine, more than 70 thousand historical and cul-
tural monuments were officially registered, including 15.7
thousand architectural-historical, more than 64 thousand
archaeological, about 7 thousand of monumental art and
15.6 thousand objects of urban planning and architecture.
Natural recreational resources covered about 12.1 million
hectares, which amounted to 20% of the territory of the
country (Kravtsiv et al., 1999). However, only part of this
potential was really used for organised tourism: approxi-
mately 10-20% of the objects, since more than 1,400 cultur-
al heritage monuments and more than 2,200 infrastructure
objects were damaged or destroyed as a result of the full-
scale invasion, and a significant number were on occupied
territories (As a result of the full-scale..., 2025).

In the pre-war period, tourist flows were character-
ised by significant volumes. In 2019 Ukraine was visited by
about 13.6 million foreign tourists, and domestic tourism
amounted to 8-10 million people. Thus, the total tourist
flow reached more than 20 million people per year, with
about 0.5 million people using organised tours (Ukraineln-
vest, n.d.). In 2020 due to the COVID-19 pandemic tourist
activity fell by more than 70%, but already in 2021 there was
partial recovery (Omelyanyuk, 2021). With the beginning
of the full-scale invasion in 2022, foreign tourism practi-
cally stopped. At the same time, domestic tourism became
a key factor in supporting the sector: during 2022-2024
the number of domestic trips increased, as confirmed by
the growth of the tourist tax. In 2024, 65% of the revenues
from this tax accounted for Ukrainian hotels. In 2024, the
tourist flow amounted to about 2.7 million people, which
equalled approximately 70% of pre-war indicators, and by
2026 growth to 14.5 million people was possible, provided
the hotel stock expanded and the security situation stabi-
lised (Ukraine’s tourism industry..., 2024).

The average length of stay also changed. In Lviv this
indicator was 3-7 days, in Kyiv - 2-2.6 days, with a ten-
dency to increase. Hotel occupancy during wartime ranged
from 60-75% in the Carpathian region to 30-40% in Kyiv
and large cities during periods of aggravation of the secu-
rity situation. In summer 2024, occupancy in Lviv reached
70%, which reflected the demand for domestic tourism.
The maximum capacity of Ukraine’s tourist infrastructure
was 14-15 million people per year. In 2019 the utilisation
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coeflicient exceeded 1.3 (20 million actual tourists relative
to 15 million potential), which indicated infrastructure
overload. In 2024 the indicator decreased to about 0.7,
which reflected the loss of foreign tourism and insufficient
infrastructure loading despite the activity of domestic trav-
el (Ilechko, 2025). In pre-war times there was a tendency to
exceed potential capabilities, whereas in wartime the situa-
tion changed dramatically and currently there was a gradu-
al recovery of the tourist flow, oriented mainly towards the
domestic consumer.

The analysis of tourist resources and infrastructure
showed that Ukraine possessed a strong potential for tour-
ism development, but the effectiveness of its realisation
largely depended on the level of security and the condition
of the material and technical base. The pre-war period was
characterised by infrastructure overload due to significant
flows of both foreign and domestic tourists, while wartime
challenges caused a sharp decline in international tourism
and shifted the focus to domestic movements. Resilience
was demonstrated by western regions, particularly the Car-
pathians and Lviv, which maintained high hotel occupancy
rates due to the growth of domestic tourism and population
relocation. At the same time, limited accessibility of some
monuments and destroyed infrastructure remained key
barriers to the full use of tourist potential, and the recovery
of the sector required a combination of investment in infra-
structure with the provision of security.

Innovative approaches in the use

of tourism potential for regional economic growth

The tourism sector of Ukraine is undergoing transforma-
tion, determined both by the challenges of war and by the
need to search for new competitive advantages. The organ-
isation of tourism activity has gradually changed, acquiring
the features of modern practices based on digital technol-
ogies, environmental standards and the concept of smart
tourism. Such changes make it possible not only to restore
the functioning of the industry under conditions of re-
duced demand in the international market, but also to en-
sure its resilience, improve the quality of services and form
an attractive investment climate in the regions. Innovations
cover all levels of the tourism process: from the greening
of the hotel and restaurant business to the introduction of
interactive mobile applications, virtual tours and analytical
management systems. The role lies in creating added value,
increasing the efficiency of the use of tourism resources and
reducing the negative impact on the environment. At the
same time, these innovations ensure the growth of employ-
ment, the emergence of new market segments and the de-
velopment of entrepreneurship, which is important for re-
gions striving for economic diversification and integration
into the global space of sustainable tourism. The greening
of the tourism sector is gradually becoming one of the
defining trends in the development of modern business.
For Ukraine, which has suffered significant infrastructure
losses due to the war, the use of environmental practices
plays not only the role of a mechanism for preserving the

environment, butalso an instrument for increasing the com-
petitiveness of regions in domestic and foreign markets. The
use of energy-efficient technologies, waste minimisation,
the introduction of international standards of “green tour-
ism” makes it possible to form a positive image and attract
new investments into the sphere (Kuzmin & Vesperis, 2023).

A significant example of such changes is the certifica-
tion of hotel complexes according to the standards of Green
Key (n.d.) and Green Globe (n.d.), which provide for the
careful use of water and energy resources, the introduction
of waste sorting and recycling systems, and the replace-
ment of plastic with reusable materials. In the Bukovel re-
sort complex, as of 2024, already 11 hotels had received in-
ternational certificates, which made it possible to optimise
energy costs by 25-30% and at the same time increase the
attractiveness of the resort among foreign tourists (11 ho-
tels in Bukovel..., 2025). In Kyiv, similar practices are being
implemented by the hotels Holiday Inn Kyiv and Ibis Kyiv
City Centre, which have integrated energy-saving systems,
biological water treatment and food waste disposal (Holi-
day Inn Kyiv has received..., 2024).

In addition to large hotel chains, the spread of environ-
mental practices is observed in small enterprises of tour-
ism infrastructure. In the Carpathian region, a network of
“green estates” is actively developing, oriented towards the
use of renewable energy sources, local building materials
and organic food products. The presence of environmental
labelling makes it possible for such estates to attract tourists
from the countries of the European Union (EU), where de-
mand for ecotourism is growing. In the future, the certifica-
tion of such facilities may become an important condition
for the integration of Ukraine into the European tourism
market. Environmental initiatives also cover the develop-
ment of specialised eco-routes. In Lviv, Ivano-Frankivsk
and Zakarpattia regions, programmes for the development
of ecotourism are actively being implemented, which in-
clude walking, cycling, and water routes with an emphasis
on the preservation of natural and cultural heritage. These
programmes combine recreational opportunities with an
educational component, forming new segments of tour-
ism demand. In particular, in the Lviv region more than
50 routes for active tourism have been developed (Over 50
routes..., 2018).

The introduction of digital technologies has become a
key driver of the modernisation of the tourism business in
Ukraine, especially under wartime conditions, when tradi-
tional channels of promotion and sale of services proved
limited. Online platforms, mobile applications and inno-
vative services provide tourists with access to information,
convenience in travel planning and secure transactions,
while allowing businesses to manage the resources more ef-
fectively and adapt to market needs. One of the leading tools
is online booking systems. Platforms such as Booking.com,
Airbnb and local services like Visit Ukraine provide quick
booking of hotels, tours and transport tickets, as well as the
opportunity for online payment with the use of electron-
ic tickets. This significantly reduces the time and resource
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costs for both clients and businesses, simultaneously form-
ing a transparent mechanism for recording tourist flows.

Mobile applications play an important role. The appli-
cations perform not only a navigational function, but also
integrate information about cultural sites, transport sched-
ules, hotel, and restaurant services. In Lviv, applications are
actively used that allow tourists to build routes taking into
account security factors, as well as to download interactive
guides in AR format. This increases the comfort of tour-
ists’ stay and contributes to the growth of the duration of
the stay in the region (An innovative mobile..., n.d.). The
importance of VR and AR excursions is growing, becom-
ing an alternative to traditional tourist routes. Virtual tours
provide the opportunity for preliminary familiarisation
with cultural and natural monuments, as well as maintain-
ing interest in regions access to which is complicated due
to hostilities. For example, virtual tours of the Kyiv Fortress
or the Holodomor Museum are already available online,
forming the basis for the development of Ukraine’s digital
cultural heritage (Polikovska, 2024).

Digital tools are also actively used at the level of tour-
ism enterprise management. Customer Relationship Man-
agement (CRM) systems and artificial intelligence tools
help to form individual offers for clients, automate book-
ings and analyse feedback. This makes it possible not only
to improve the quality of service, but also to optimise mar-
keting costs. The concept of smart tourism involves the
integration of digital technologies, innovative services and
sustainable practices in tourism activities at the level of
territories and individual enterprises. For Ukraine, this ap-
proach is strategic, since it makes it possible to compensate
for the losses of tourism infrastructure, strengthen security
guarantees and create attractive conditions for visitors dur-
ing wartime challenges (Zeqiri et al., 2025).

One of the directions of smart tourism is the digitali-
sation of museum and cultural infrastructure. In Lviv, Kyiv,
and Ivano-Frankivsk, projects of virtual museum tours,
digital archives and interactive exhibitions are actively
developing. In particular, in Lviv there is a 3D tour of the
Museum of Folk Architecture and Life “Shevchenkivskyi
Hai”, which allows visitors to get acquainted with unique
wooden churches and traditional architecture of the Car-
pathian region. In Kyiv, a virtual museum of Ivan Franko
with a multilingual audio guide has been created, ensuring
broad accessibility of cultural heritage. In Ivano-Frankivsk
region, the “Museum on a Smartphone” project (Skei-
ron, n.d.) has been implemented, covering a number of
museums, including the Ivano-Frankivsk Regional Muse-
um of Local Lore, the Rohatyn Historical and Ethnograph-
ic Museum “Opillia” and the Kosiv Museum of Hutsul Folk
Art and Life. These examples demonstrate the active use
of digital technologies in the preservation and promotion
of cultural resources, which simultaneously increases the
innovativeness and competitiveness of Ukraine€’s tourist re-
gions (Verbovska, 2017). Such initiatives are supported not
only by municipalities, but also by international donors,
in particular programmes of the UNESCO (n.d.) and the
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United States Agency for International Development (US-
AID) (USAID OIG, n.d.), which ensures the financial sus-
tainability. This makes it possible to attract visitors even in
regions with limited access to cultural sites. An important
direction is the development of smart mobility for tourists.
In Zakarpattia and Lviv regions, systems of mobile applica-
tions integrating bus, train, and private transport schedules
are being deployed, allowing tourists to plan journeys in
real time. This significantly reduces transaction costs and
provides greater flexibility of movement. E-tickets, which
have completely replaced paper ones in air transport and
are increasingly used in rail and bus services, are becoming
particularly relevant.

Public-private partnership (PPP) projects play a signif-
icant role in the development of smart tourism. In Lviv, the
“City in a Smartphone” programme is being implemented,
which includes the digitalisation of tourist routes and on-
line maps with information about cultural heritage (Smart
city, 2020). In Ivano-Frankivsk region, with the support of
the EU, a project for the development of “green” transport
infrastructure for tourists has been implemented, combin-
ing electromobility and digital navigation services. In Kyiv,
a pilot project is underway to create a smart hotel, which
operates on the basis of automated systems of registration,
room stock management and client data (Public Invest-
ments and..., 2025).

The assessment of the effectiveness of the realisation
of tourism potential requires not only the analysis of tra-
ditional indicators of income and tourist tax, but also the
consideration of the innovative component, which forms
the competitive advantages of regions in modern condi-
tions. In Kyiv region, in 2024 tourism revenues amount-
ed to 284.1 million UAH, and tourist tax receipts reached
50.83 million UAH, which is 32% more compared to 2023.
The dynamics indicate rapid recovery after the decline in
2022, partly explained by the introduction of digital book-
ing channels and marketing tools (Kornyush, 2025). An
additional indicator of innovative activity is the emergence
of the first environmentally certified hotels under the in-
ternational Green Key system, confirming the attraction of
investments into “green” practices. Figure 1 shows the dy-
namics of tourist tax in Kyiv region for 2021-2024.
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Figure 1. Dynamics of tourist tax
in the Kyiv region (2021-2024)
Source: compiled by the authors based on D. Kornyush (2025)

Innovation and Sustainability, 2025, Vol. 5, No. 3 23



Implementation of tourism potential...

Figure 1 reflects the dynamics of tourist tax receipts
in Kyiv region during 2021-2024. In 2021, the highest in-
dicator of 76 million UAH was recorded, after which in
2022 there was a sharp decline of more than half - to 38.8
million UAH, which is associated with the war events and
the fall of tourism activity. In 2023, the tax level remained
almost unchanged and amounted to 38.5 million UAH,
indicating a certain stagnation of the industry. However,
already in 2024, the figure rose to 50.83 million UAH,
which means recovery and growth of 32% compared to
the previous year. Thus, Kyiv region demonstrates a grad-
ual return of tourism activity after the crisis decline.

Cherkasy region in 2024 provided 34.2 million UAH
of tax revenues and 23.53 million UAH of tourist tax,
demonstrating an increase of 9% compared to 2023. Al-
though the growth rates are lower than those of Kyiv,
the absolute indicators demonstrate the stability and
adaptation of local business to new conditions. The

absence of certified eco-hotels indicates that the innova-
tive component is concentrated mainly on digital tools,
while environmental investments require further devel-
opment (In the first half..., 2025). In Vinnytsia region
in 2024, tourism revenues reached 41.3 million UAH,
and tourist tax amounted to 3.12 million UAH, which is
21.5% higher than the 2023 level. These data confirm the
gradual expansion of domestic tourism and the growth
of business activity, although the volumes remain more
modest compared to Kyiv and Cherkasy regions. At the
same time, the absence of environmental certifications
indicates an underestimated potential for “green” invest-
ments in this region. To systematise quantitative indica-
tors, an integral approach has been applied, combining
tax revenues, the dynamics of tourist tax and the pres-
ence of environmental certificates into a single index of
innovative involvement. Table 1 was calculated based on
formulae (1-2).

Table 1. Comparative indicators of innovative involvement of the tourism sphere of Ukraine’s regions in 2024

Region Tax revenues from tourism, Tourist tax, Growth of tourist | Eco-certified hotels Ipdex of innovative
2024 (mln UAH) 2024 (mln UAH) tax 2024/2023, % (Green Key) involvement (0-1)
Kyiv 284.1 50.83 32.0 2 1.00
Cherkasy 34.2 23.53 9.0 0 0.00
Vinnytsia 41.3 3.12 21.5 0 0.38

Source: compiled by the authors based on Tourism taxes by region: Kyiv to grow 2-fold (2025); D. Kornyush (2025), In 2024, Vinnytsia
community received record tourist tax revenues (2025), In the first half of the year, 3 million UAH of tourist tax was paid in Cherkasy

region (2025)

The obtained results indicate that Kyiv region demon-
strates the highest level of innovativeness due to the combi-
nation of digitalisation and environmental practices, Vin-
nytsia region is characterised by a medium level due to the
dynamics of tax and growth of tax revenues, while Cher-
kasy region maintains a more conservative growth trajec-
tory. Thus, the use of innovative approaches in tourism di-
rectly affects the economic results of regions, forming new
benchmarks for future investments.

The transformation of the tourism sphere of Ukraine
takes place under the influence of digitalisation, greening,
and the introduction of the concept of smart tourism, which
makes it possible to combine the recovery of the industry
with the formation of long-term competitive advantages.
The analysis of quantitative indicators indicates that those
regions actively integrating innovative solutions demon-
strate higher financial efficiency and investment attrac-
tiveness. Kyiv region holds leading positions due to the de-
velopment of digital booking channels and environmental
certifications. For further growth, it is advisable to expand
the network of eco-certified hotels and implement AR/
VR solutions in cultural and educational routes. Vinnytsia
region demonstrates gradual growth and stability, there-
fore the active implementation of smart mobility services
and the development of ecotourism through the creation
of clusters of “green” estates would strengthen its cultural
and environmental potential. Cherkasy region maintains a
conservative approach, focused mainly on digital booking

tools, but requires the activation of “green” practices. Prior-
ity may be given to the development of eco-routes, raising
hospitality standards and the introduction of an electronic
ticket system for visiting nature reserves. Thus, innovative
approaches in the use of tourism potential act not only as a
factor of recovery after crisis, but also as a key instrument
for ensuring economic growth, employment, and resilience
of regions in the long-term perspective.

Discussion
Tourism was considered an important factor of economic
growth and sustainable development, as it combined job cre-
ation, increased investment attractiveness and the preserva-
tion of cultural heritage. In different countries and regions,
its role took different forms depending on the conditions
of development, available resources and societal challenges.
In the work of I.P. Castillo-Salazar et al. (2025), tour-
ism in the mountainous region of Sobrarbe was considered
through the prism of environmental initiatives and coop-
eration with communities. This contrasted with the pres-
ent work, which focused on resources and infrastructure
under wartime conditions. However, both studies shared
the interpretation of tourism as a tool for sustainable de-
velopment and recognition of the role of heritage preser-
vation. The theme of environmental sustainability was also
dominant in R. Strippoli et al. (2024), where the circular
economy and its impact on tourism were analysed. The
authors proposed systematised 10R strategies to reduce
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environmental load. This study, on the other hand, demon-
strated practical mechanisms for using tourism potential in
wartime conditions. Thus, both works were united by the
idea of sustainable development but differed in scale and
priorities: the global transition to a circular economy ver-
sus local adaptation in a crisis situation.

A similar logic was traced in S. Liu et al. (2025), which
covered 35 Asian countries in 2004-2020. Here the main
focus was on the macro level: how economic growth stimu-
lated tourism and how the Sustainable Development Goals
ensured a balance between benefits and environmental re-
sponsibility. In contrast, this study demonstrated regional
adaptation and emphasised practical tools of digitalisation
and smart tourism. A more technological approach was
characteristic of J. Song & B. Xu (2024), where a model for
assessing urban tourism competitiveness using machine
learning and the Topsis method was proposed. This sharp-
ly contrasted with the present work, which had an applied
character and highlighted transformations of tourism un-
der war conditions. Despite the differences in scale, the
common feature remained the vision of tourism as a driver
of sustainable development. In the work by A. Galli (2024),
the central object of attention was Italy’s cultural heritage,
which determined the country’s competitiveness in the glob-
al market. By contrast, the present study demonstrated how
tourism under crisis conditions of war was transformed, re-
lying on internal resources and innovations. The contexts
were different - stable development in peacetime versus
crisis transformation - but the common element remained
the recognition of heritage as a resource for development.
Modern technologies in the focus of M. Petrova et al. (2025)
showed another path to recovery: digitalisation and VR/AR
solutions were considered as tools for rebuilding destroyed
territories and attracting investment. This study again fo-
cused on the practical adaptation of tourism in wartime
conditions. The common ground was the interpretation of
innovations as a means of ensuring sustainable develop-
ment, but the difference lay in scale and tasks: rebuilding
destroyed territories versus supporting resilience in crisis.

In the work of S. Hajar (2022), tourism in the Lake
Toba region of Indonesia was considered as a means of us-
ing the economic potential of the territory through the cre-
ative economy and crafts. Here the key tool was strengths,
weaknesses, opportunities, threats (SWOT) analysis for
planning. The authors of the present study, unlike S. Hajar,
emphasised digitalisation and smart tourism under war-
time conditions. In both cases, tourism was considered as
a tool of development, but the difference lay in the envi-
ronment: strategic planning in peacetime versus adaptation
to crisis challenges. The comparative analysis demonstrat-
ed that the idea of tourism as a driver of sustainable de-
velopment was central in all studies, but each reflected its
own context and used specific methodological approaches.
In the article of A. Kritikos et al. (2025), the focus was on
Greek island regions, where after the COVID-19 pandemic
the key task was overcoming vulnerability through diversi-
fication of offers and digital transformation. The authors of
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the present study, however, revealed another situation - the
transformation of tourism potential in 2019-2024 under
war conditions. Both works emphasised the importance
of innovation, but one described post-pandemic recovery,
while the other - crisis adaptation.

A similar parallel was traced in P. Foroudi et al. (2025),
where the perception of the Sustainable Development Goals
by residents of different regions of Italy was studied. The
authors proposed a tool for measuring these assessments
and emphasised territorial differences. In contrast to the
analysed study, this research emphasised the practical chal-
lenges of tourism functioning under crisis conditions. The
common ground was the interpretation of sustainable de-
velopment as a multidimensional process, but in P. Forou-
di et al. it was realised through the assessment of public
perceptions, whereas in the present work - through the
analysis of economic and social mechanisms of recovery.
The topic of regional disparities was also central in I. D’Ad-
amo & E.N. Rossi (2024). The analysis of the distribution of
Next Generation EU programme funds demonstrated how
investments influenced the achievement of the Sustaina-
ble Development Goals, especially between northern and
southern Italy. This resonated with the present study in rec-
ognising the need for innovation and institutional support,
but the difference lay in emphasis: the Italian work was
based on EU financial programmes, whereas the Ukrainian
one - on tourism adaptation to war conditions.

The cultural dimension of tourism was highlighted in
D. Ottaviani et al. (2024), where the TEXTOUR project em-
phasised the role of cultural tourism and participatory ap-
proaches. The authors argued that community involvement
and heritage preservation formed the basis of development.
The present study in this case showed another perspective —
the use of cultural and natural resources combined with
digitalisation and smart tourism as a response to the crisis
challenges of war. In the work by F. Miftari (2023), Croatia’s
strategy to 2030 was considered, where the priorities were
low-carbon development, investment in infrastructure and
improving the quality of services. This differed from the
present approach, which focused on short-term adaptation
mechanisms in wartime, but both studies converged on the
understanding of tourism as a tool of economic resilience.

The environmental theme was addressed by F. Hu et
al. (2024), who analysed low-carbon transformations
of tourist sites in China, with special attention to ethnic
minority communities and using the Drivers, Pressure,
State, Impact, Response (DPSIR) model. This study, by
contrast, demonstrated how greening and smart tourism
were combined with other tools to support resilience in a
crisis environment. Both approaches were united by atten-
tion to innovation, but the difference was defined by con-
text: in China - the strategy of a low-carbon transition, in
Ukraine - crisis recovery. A systemic approach was also
characteristic of H. Liu et al. (2024), who studied the in-
tegration of tourism, economy, and ecology in the arid re-
gion of Xinjiang. Using a coordination model, the authors
identified spatial disparities and ecological barriers. This
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work demonstrated the crisis transformation of the sector
under war conditions. In both cases, tourism was defined
as a driver of development, but in different dimensions —
systemic versus crisis.

In the work by Y. Lu (2024), tourism was considered
through integration with other sectors of China’s economy,
which contributed to productivity and profitability. This
study demonstrated the opposite context — adaptation to
wartime challenges through smart tourism and greening.
Despite differences, both works confirmed that tourism
was a powerful factor of innovative development. Mean-
while, in the work of J. Bu et al. (2024), attention was fo-
cused on Baijiu tourism in China, where the application
of the Analytic Hierarchy Process (AHP) method made it
possible to assess the potential of industrial tourism across
27 indicators. This formalised approach differed from the
present analysis, focused on infrastructure, digitalisation
and regional differences in crisis conditions. Both studies
agreed that systemic resource management was key to sus-
tainable development.

The analysis demonstrated that tourism in different
studies was consistently recognised as a catalyst of sustain-
able development, capable of combining economic benefits
with social and environmental goals. Despite differences
in scales, methodologies and contexts — from local niche
products to comprehensive strategies in crisis conditions —
the common feature remained the understanding of tour-
ism as a tool for enhancing regional competitiveness and
strengthening the national economy. In summary, sustain-
able tourism development was ensured when policy, in-
novation and local resources were combined into a single
system that created the basis for economic dynamics, social
cohesion and environmental responsibility.

Conclusions

The conclusions of the study demonstrated that Ukraine’s
tourism sector had significant development potential, but
its realisation largely depended on the security situation,
infrastructure condition and the level of innovation inte-
gration. In the pre-war period, tourist flows exceeded 20
million people per year, among which about 13.6 million
were foreign tourists and 8-10 million - domestic. At the
same time, the tourism potential exploitation coefficient
exceeded 1.3, which indicated infrastructure overload.
The COVID-19 pandemic led to a fall in activity of more
than 70% in 2020, and the full-scale war in 2022 practically
stopped international tourism and caused hotel occupancy
in Kyiv and large cities to fall to 10-20%. Instead, Western
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regions, in particular Ivano-Frankivsk and Zakarpattia,
demonstrated relative resilience: in 2024, the occupancy
exceeded 60-70% due to the growth of domestic tourism
and population relocation.

Quantitative assessment of the resource base showed
that only Kyiv region possessed 147 natural tourist sites,
including a biosphere reserve, three national parks, 97 re-
serves and the Struve Geodetic Arc sites included in the
UNESCO list. Cherkasy had 572 nature reserve fund sites,
and Lviv combined over 1,600 cultural heritage monuments
with four national parks. In total, more than 70,000 histori-
cal and cultural monuments were registered in Ukraine, but
as a result of the war over 1,400 cultural heritage sites and
2,200 infrastructure elements were damaged. This limited
the use of only 10-20% of potential opportunities, reducing
the country’s competitiveness in the international market.

The data confirmed significant regional differences.
In 2024, Kyiv region provided UAH 284.1 million in tour-
ism revenues and UAH 50.83 million in fees (+32% com-
pared to 2023), Cherkasy — UAH 34.2 million and UAH
23.53 million (+9%), Vinnytsia - UAH 41.3 million and
UAH 3.12 million (+21.5%). The highest level of innova-
tion was demonstrated by Kyiv region attributed to digi-
tal booking channels and the first eco-certified Green Key
hotels, forming an index of 1, while Vinnytsia had 0.38
and Cherkasy — 0. The load assessment showed transfor-
mations: in 2019 the coefficient exceeded infrastructure
potential, whereas in 2024 it decreased to 0.7 due to the
absence of international tourism. The maximum capacity
was estimated at 14-15 million people, but the actual flow
was only 2.7 million (70% of pre-war figures). At the same
time, domestic tourism partly compensated for losses: in
Lviv the average stay in 2024 was 3-7 days, and hotel occu-
pancy in summer reached 70%. The limitation of the study
was the focus on quantitative data without analysing tourist
behaviour. Prospects for further research lay in the study of
qualitative aspects of demand, the development of smart
tourism and the assessment of the impact of ecological and
digital innovations on the competitiveness of regions.
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MoTeHIiany YKpaiHM AK iHCTPYMEHTY €eKOHOMIYHOI CTiffIKOCTi Ta 3pOCTaHHA perioHiB. MeTopmosorisa IpyHTyBanaca Ha
eMIIpMYHOMY aHali3i TYPUCTUYHMX pecypciB, iHdpacTpykTypy, (GiHaHCOBMX NOKA3HUKIB i IMHAMIKM TYypPUCTUYHMX
noTOKiB y 2019-2024 pokax i3 ypaxyBaHHAM iHHOBaLiliHUX Ii/IXO/iB O PO3BUTKY ranysi. PesynbraTy mpogeMoHCcTpyBanu
CYTTEBI perioHabHi BiMiHHOCTI y BUKOPUCTAHHI TYPUCTUYIHOIO IIOTEHIIia/ly Ta PiBHI BIIPOBAJ KEHHA iHHOBALHIX
piutens. [Tormmnbnennit ananis npoBoauscs st KniBcpkoi, Yepkacpkoi Ta BiHHMIIBKOI 0671acTeit, 1110 JO3BOMINIIO OLiHUTI
iHHOBaLiTHICTD Ta KOHKYPEHTOCIIPOMOXKHICTD iXHIX TyprcTiynux crpateriit. Ha KuiBiyni sadgikcoBano 147 npupogHnx
TYPUCTUYHMX OO’€KTiB, BKIIOYHO 3 0OiocepHMM 3allOBiTHMKOM, TPbOMa HAIiOHAJIBHUMM IIapKaMM Ta 06’eKTamMu
Opranisaunii O6’egnanyx Hariil 3 muranb ocBiTy, HayKy i KynbTypu. YepkamyHa Ma€ 572 06’ €KTU IPUPOJHO-3aII0BiTHOrO
¢douny, a JIpiBuMHA — moHaA 1600 maM’ATOK KYJIBTYPHOI CIAJIIMHN Ta YOTVPYU HallioHaIbHI mapku. JKuromupuiunaa
HaJliuye ABa 3allOBifHVKY Ji oHa 1500 icTOpMKO-Ky/IbTYPHUX IaM SITOK. AHaJIi3 roTenbHOI iHQpacTpyKTypy 1okasas
pisKi BiIMiHHOCTi Mi>K JOBOEHHMM i BOEHHMM IlepioflaMu: 3aBaHTaKeHicTh y Kuesi Brana 3 30-40 % mo 10-20 %, Topi
aK y Kapnmarcekomy perioni y 2024 poui nepesummna 60-70 %. ®iHaHCOBI MOKa3HUKM HiITBEPAUIN HEPiBHOMIipHICTDH
BigHOB/IeHHA: Y 2024 poui KuiBuinza 3a6e3neunsia 284.1 M/IH I'pH JOXOZAIB Bif Typusmy Ta 50,83 MJIH IpH TYpUCTUYHOTO
360py, YepkamuHa — 34,2 MiH IpH i 23,53 M/IH I'pH BifnoBinHo, a Binnuvunna — 41,3 MutH rpH i 3,12 MH rpH. Cepenns
TPUBAJIICTD IlepeOyBaHH:A TypUCTiB BapitoBanacs Bifi 2 nHiB y Kuesi go 7 nHiB y /IbBOBi, a 3arayipumit noTik y 2024 poui
CTaHOBUB 2,7 MJIH 0Ci0, 1m0 jopiBHIOBano npubnusuo 70 % poBoeHHMX oOcsriB. [IpakTuyHe 3HAYEHHs JOCTIIKEHHS
[IOJIATA€ B TOMY, LIO JIOTO pe3yIbTaTy MOXYTb OYTM BUKOPMCTaHI A1 PO3POOKM periOHaIbHUX CTpaTerill pO3BUTKY
TypU3MY, CIIPMOBAHNX Ha IiIBUIEHHA eKOHOMIYHOI CTi/IKOCTi, KOHKYPEHTOCIPOMOXHOCTI Ta 3a0e3NeYeHHs CTaIoro
PO3BUTKY obacTeit YkpaiHu
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Abstract. In the context of global economic changes and increased competition, management efficiency is a key
factor in the sustainable development of an enterprise. Despite existing theoretical developments, the application of
comprehensive methods for assessing efficiency continues to be challenging due to economic challenges and insufficient
staff qualifications. This highlights the relevance of improving the methodology for assessing management activities. The
purpose of this study was to provide a comprehensive theoretical and methodological substantiation of the essence and
measurements of enterprise management efficiency, as well as to develop a systematic approach to its assessment in the
context of economic challenges. For this, the study employed the following methods: empirical and systematic analysis,
generalisation and concretisation, induction and deduction, structural and functional analysis. The study generalised the
concept of management effectiveness and defines it as the effectiveness of management activities, which is manifested in
the degree of achievement of goals under the condition of rational use of resources. Three key dimensions of effectiveness
were identified: economic, organisational, and social, each of which is detailed through relevant indicators and criteria.
The basic principles of management effectiveness assessment (comprehensiveness, continuity, balance, time dimension,
dynamism, and adaptability) were systematised. A model for assessing effective enterprise management was developed
and presented, covering input indicators, internal processes, output results (financial and non-financial), the influence of
the external environment, an integrated assessment and recommendations for strategic decisions. The interconnection
of all forms of effectiveness and their dependence on numerous external and internal factors was emphasised. The key
challenges that hinder the full implementation of modern methods of effectiveness assessment in practice were identified.
The practical value of the study lies in the creation of a universal model for assessing management effectiveness, which will
allow enterprises to increase the objectivity of analysis, optimise resources, and make informed management decisions to
improve competitiveness. Additionally, the problems identified in the implementation of this model can form the basis
for the development of targeted training programmes

Keywords: management activities; management assessment model; strategic management; performance measurement
system; resource optimisation

Introduction

In a dynamic business environment characterised by global  relevance. Management efficiency is a key factor in sustain-
economic transformations and increased competition, en-  able development, as it determines an enterprise’s ability
suring the effective functioning of enterprises is of critical ~ to use resources rationally and adapt to constant market

Suggested Citation:
Zianko, V., & Murha, S. (2025). Conceptual principles for assessing effective business management. Innovation and Sustainability, 5(3),
30-41. doi: 10.31649/vis/3.2025.30.

‘Corresponding author

@ @ Copyright © The Author(s). This is an open access article distributed under the terms of the
—Bv Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)


https://orcid.org/0000-0003-0095-5248
https://orcid.org/0009-0008-1360-933X
https://inns.com.ua/en

changes. Despite major theoretical advances, practical as-
sessment of efficiency faces challenges due to insufficient
staff qualifications and the need for comprehensive, adap-
tive methodological approaches that account for economic,
organisational, and social dimensions. Therefore, the rele-
vance of the study lies in the development of a sophisticated
assessment tool that will provide a reliable basis for making
informed strategic decisions, thereby contributing to the
success and viability of the enterprise.

The issue of management effectiveness is a subject
of constant scientific interest, as evidenced by numerous
publications. S.T. Piletska & T.Y. Korytko (2018) provided
a detailed analysis of various approaches and methods for
assessing management effectiveness, finding that the most
suitable tools are those that incorporate not only financial
but also non-financial aspects, such as the balanced score-
card. The relationship between financial indicators and
management effectiveness was investigated by S.W. Jang
& W.C. Ahn (2021). Using the logistics industry as an
example, the researchers demonstrated that high-quality
financial analysis is a valuable tool for making informed
decisions. Developing this topic, A. Pingilili et al. (2025)
emphasised that in the context of digital transformation,
management efficiency is intricately linked to the integra-
tion of information technology and enterprise architec-
ture. This ensures sustainable development and compet-
itive advantages, especially for small and medium-sized
enterprises. According to a report by the Board compa-
ny (2025), the use of artificial intelligence and predictive
modelling is becoming a key trend in planning, enabling
management teams to make data-driven decisions and
thereby markedly improve efficiency. The social dimen-
sion is also a prominent aspect of management effective-
ness. T. Van Waeyenberg et al. (2020) showed that effective
management that creates a positive psychological climate
contributes to increased emotional commitment of em-
ployees and reduced professional burnout. This positive-
ly influences productivity. S.H. Awan et al. (2020) argued
that an effective performance management system is key
to increasing employee engagement and, as a result, pro-
ductivity. These findings were complemented by R. Pérez
Estébanez & EJ. Sevillano Martin (2025), who confirmed
that integrating corporate sustainability and responsibility
principles into a company’s strategy positively influenc-
es financial performance by improving operational effi-
ciency and customer loyalty. Apart from internal factors,
management effectiveness also depends on the external
environment. K.H. Bjurstrem (2020) used the example of
government agencies to prove that effectiveness depends
on structural and managerial factors that determine the
authority of the manager. H. Abidi et al. (2020) demon-
strated that in humanitarian organisations, effectiveness
is measured not only by financial indicators, but also by
the quality of logistics and the ability to achieve goals.
This thesis was confirmed and expanded upon by EN. Jo-
hannes et al. (2025), who emphasised that the effective ad-
ministration and management of state-owned enterprises
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largely depend on a clear corporate governance policy and
its implementation.

Despite valuable scientific achievements, analysis of
recent studies revealed a series of unresolved issues. Specif-
ically, existing approaches often focus on individual aspects
of efficiency without providing a comprehensive, integrated
view of all its dimensions. The issue of adapting assessment
methodologies to dynamic changes in the external and in-
ternal environment is also underdeveloped. The present
study addressed these unresolved aspects of the overall
problem. It aimed to develop a systematic model for assess-
ing effective management, which, based on an integrated
approach to all dimensions of effectiveness, can account for
the dynamics of change and serve as an effective basis for
sound management decisions, thereby contributing to the
viability and competitiveness of enterprises. The purpose
of this study was to systematise approaches to defining the
essence of management effectiveness and to develop a prac-
tical model for its multifaceted assessment.

Materials and Methods

The methodological framework of the study was based on
a comprehensive combination of theoretical and empirical
methods, which provided a comprehensive substantiation
of the essence of effective enterprise management and the
creation of a model for its assessment. The first stage of the
study involved the use of system analysis, which helped to
identify the key components of effectiveness. This approach
was also employed to consider and structure efficiency as
an integrated system consisting of interrelated compo-
nents. In parallel, generalisation and concretisation meth-
ods were applied to formulate an integrated definition of
the term “management efficiency” based on scientific stud-
ies (Awan et al., 2020; Abidi et al., 2020; Jang & Ahn, 2021).
The generalisation of key ideas helped to systematise ex-
isting approaches, while concretisation ensured the trans-
formation of general theoretical provisions into concrete
criteria and indicators for practical application.

The second stage of the study involved the use of induc-
tive and deductive approaches. The inductive approach was
employed to identify universal principles from the analysis
of concrete cases of successful companies. Specifically, Mi-
crosoft’s strategic transition to cloud services (Foley, 2020;
Cloud spending growth..., 2023) and Google’s innovative
HR policy (Fordyce & Murray, 2023). The cases of these
companies were selected to formulate universal patterns of
successful management. The deduction method ensured
the transition from these general patterns to the develop-
ment of specific recommendations for evaluating effective-
ness. Structural and functional analysis helped to develop
an integrated model for evaluating management effective-
ness. A structural approach was employed to break down
the model into key blocks: “input resources”, “internal
processes’, “performance results”, “external environment’,
“integral assessment’, and “recommendations”. Functional
analysis was applied to identify the relationships between
these components, showing the transformation of input
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resources through internal processes into output results.
The methodological application of the principles of integ-
rity and integration ensured that effectiveness was consid-
ered within the model as a single multi-component system,
where each element influences the overall outcome.

Empirical analysis was conducted by summarising
existing research and analysing practical cases to validate
theoretical propositions and confirm their relevance to
real-world conditions. Case studies were used to illustrate
theoretical propositions, namely examples from companies
such as Microsoft, Google, Apple, and Netflix. They were
chosen to demonstrate how various aspects of management
(strategic, operational, social) interact to achieve competi-
tive advantages (GE and Microsoft partner to..., 2016; Hast-
ings & Meyer, 2020; Analyzing Apple’s marketing..., 2024).
To illustrate the limitations of conventional approaches fo-
cused exclusively on financial performance and to confirm
the relevance of integrating innovative and social dimen-
sions into the performance evaluation system, the negative
experience of Kodak was also used (Lucas & Goh, 2009).

The source base of the study included scientific pub-
lications by S.T. Piletska & T.Y. Korytko (2018), T. Van
Waeyenberg et al. (2020), R. Pérez Estébanez & EJ. Se-
villano Martin (2025), analytical reports of international
organisations Board (2025), McKinsey (The data-driven
enterprise..., 2022), as well as practical materials related
to the activities of leading corporations. The use of vari-
ous sources ensured a multidimensional approach to the
study and helped to verify the validity of the model based
on real examples. The set of methods employed ensured the
scientific validity and practical feasibility of the developed
model. The approaches applied helped not only to outline
the theoretical foundations for evaluating management ef-
fectiveness but also to confirm their applied value in the
modern conditions of global competition.

Results and Discussion

The effectiveness of enterprise management is a key indi-
cator of its viability and success in a competitive environ-
ment. According to S.T. Piletska & T.Y. Korytko (2018),
effective management involves constantly adapting assess-
ment methods to a dynamic business environment. Such
adaptability, based on high-quality financial analysis, ena-
bles informed decisions that lead to profit growth, which is
part of fulfilling the enterprise’s potential and its dynamic
development (Jang & Ahn, 2021). Additionally, effective
management improves staff engagement and productivity,
which is a manifestation of a high level of executive dis-
cipline (Awan et al., 2020). Therewith, management effec-
tiveness largely depends on structural factors that deter-
mine the manager’s freedom of action (Bjurstrem, 2020).
This emphasises that effective management requires the
rational use of resources, i.e., organisational structure, to
achieve goals. Effective management ensures the delivery
of assistance “on time and of the right quality”, which is a
direct confirmation of the quality of performance of obli-
gations and achievement of set goals (Abidi et al., 2020).

Summarising the findings of the cited researchers, the term
“management effectiveness” can be defined as the effective-
ness of management activities, manifested in the degree of
achievement of set goals and fulfilment of the enterprise’s
potential, provided that resources are used rationally in
concrete external conditions. In other words, effective
management ensures a prominent level of executive disci-
pline, quality of performance of obligations, adaptability to
change, and dynamic development of the enterprise.

The practical effectiveness of an enterprise’s manage-
ment system is manifested through a series of results that
cover key management functions and correspond to the
strengths of the organisation (Pylypenko, 2016). In stra-
tegic terms, this is expressed in the adoption and suc-
cessful implementation of sound decisions, as well as in
the implementation of innovative, investment, and other
strategic development programmes. An example of this is
Microsoft, which has successfully transitioned from legacy
software to cloud services, including the Azure platform.
This enabled it to enter into new partnership agreements,
such as a USD 10 billion cloud computing deal with the
U.S. Department of Defense (Foley, 2020) and a part-
nership with General Electric to implement cloud solu-
tions in the industrial sector (GE and Microsoft partner
to..., 2016). This strategic initiative has enabled the compa-
ny to markedly increase its share of the cloud services mar-
ket. According to the Synergy Research Group, Microsoft’s
share of the global cloud infrastructure market grew from
approximately 10% in 2017 to over 20% in 2021, ranking
second among the leading market players after Amazon
Web Services (Cloud spending growth..., 2023). These
achievements have considerably increased the company’s
competitiveness and investment attractiveness.

At the operational level, management efficiency is re-
flected in cost optimisation, ensuring prominent product
quality without defects, and prompt completion of produc-
tion tasks. Italso includes the implementation of a developed
production infrastructure and an adaptive inventory man-
agement system, which reduces debt volumes. In the field
of human resource (HR) management, effective manage-
ment ensures the functioning of effective recruitment and
adaptation procedures, as well as the use of effective labour
motivation mechanisms. An example is Google, known for
its HR policy, which focuses on flexible working hours and
innovative employee support programmes. Specifically, the
company introduced initiatives such as “20% Time”, which
allows engineers to devote a fifth of their working time to
their personal projects, and the “Peer Bonus” programme,
which allows employees to recognise and reward each oth-
er for their contribution to the shared goal. This has led to
a marked reduction in staff turnover and the creation of
a favourable moral and psychological climate within the
team. Due to this policy, Google has achieved one of the
lowest staft turnover rates in the industry, as employees feel
valued, engaged, and protected. High staft satisfaction and
engagement levels have directly translated into increased
productivity and innovation (Fordyce & Murray, 2023).
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In terms of financial and marketing management, prac-
tical effectiveness is reflected in the prompt preparation
of budgets and financial reports. It is also reflected in the
application of an effective marketing strategy that encom-
passes PR and other public communication tools. Apple is
a prime example, as the company has successfully changed
its marketing strategy by focusing on emotional connection
with consumers and innovation. Instead of focusing on
technical specifications, the brand generates narratives and
initiates an affective (emotional) response from consumers
by using minimalist design, visually appealing advertising,
and emphasising how technology can improve users’ lives
(Analyzing Apple’s marketing..., 2024). This has enabled it
to expand its product range to meet market needs by tran-
sitioning from a predominantly computer company to an
ecosystem with products such as the iPhone, iPad, Apple
Watch, and services (Apple Music, iCloud). This diversifi-
cation has contributed to considerable growth in its market
share, particularly in the wearables and services segment.
According to analysts, Apple’s share of the global smart-
phone market is growing steadily, while revenue from the
services segment exceeded USD 85 billion in fiscal year 2023,
making it the company’s second-largest source of revenue
after the iPhone (Apple Inc., 2023). Additionally, the diver-
sification of sales channels (own stores, online marketplac-
es) and a reasonable pricing policy that positions the prod-
ucts as premium contributed to the growth of its financial
indicators. Finally, effective internal and external commu-
nications form an integral part of successful management.

The assessment of management effectiveness is based
on a system of interrelated criteria and indicators. There-
with, the effectiveness criteria characterise the essential
aspects of the process and its content, reflecting the qual-
itative requirements for the effectiveness of management
activities. As a rule, the effectiveness criterion must fully
reflect the outcomes of economic activity, record and meas-
ure the level of achievement of the set goal. Conventionally,
the effectiveness criterion is formulated as the maximum
excess of results over resource costs. Various indicators,
which are grouped into several key groups (Piletska & Ko-
rytko, 2018), can be used for a comprehensive assessment
of the effectiveness of enterprise management. The first
group includes financial and economic indicators that re-
flect the economic results of activities, specifically the level
of profitability, return on investment, liquidity, solvency,
and financial stability. This also includes the ratio of assets
to liabilities, as well as indicators of business activity, such
as market share, export and import levels, pricing policy,
the company’s image, and its stage of the life cycle.

The second group includes production and technologi-
cal indicators that characterise product quality according to
criteria such as absence of defects, reliability, durability, and
safety. This category also covers the nomenclature and range
of products, their cost price, storage conditions, as well as
the efficiency of production capacity and technological pro-
cesses. Organisational and managerial aspects constitute
the third group, reflecting the regularity of the production
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cycle, the performance of production plans, the optimisa-
tion of logistics schedules for the supply and shipment of
products, as well as the terms of their sale. The fourth group
includes management characteristics that assess the quality
of decisions made in terms of their promptness, soundness,
flexibility, and optimality. These indicators also reflect the
compliance of management actions with the expectations
of stakeholders, the quality of documentation, and the ef-
fectiveness of marketing research. Personnel and social fac-
tors constitute the fifth group of indicators, which assess
the professional qualifications of personnel, the level of staff
turnover, the effectiveness of the motivation system, the na-
ture of the socio-psychological climate in the team, and the
quality of interaction between employees and management.

Performance indicators are quantitative measures,
usually expressed in monetary terms, reflecting the rela-
tionships between various economic variables. The finan-
cial stability of an enterprise can be assessed by the ratio of
equity to debt capital, which reflects its solvency and cred-
itworthiness. The concept of financial stability assumes that
investments in entrepreneurial activity should be offset by
cash flows, while profits should ensure internal self-financ-
ing, contributing to independence from external sources
of asset financing. Business activity indicators enable a dy-
namic assessment of the overall operational efficiency of an
enterprise. These include the profitability of products sold,
gross and net income, production volume, the efficiency
of labour and material resources, and the productivity of
fixed assets. Economic performance indicators are defined
as the ratio of results achieved (specifically, in operating ac-
tivities or from product sales) to the volume of resources
used. These resources are directed towards achieving the
strategic and tactical goals of the enterprise in line with the
interests of its owners. Indicators that assess the state of the
enterprise’s assets and liabilities reflect the efficiency of use
of tangible and intangible assets acquired with equity or
borrowed funds for the purpose of generating profit. At the
same time, they account for the volume of short- and long-
term monetary obligations for past periods, the repayment
of which involves a reduction in the enterprise’s resourc-
es, which are potential economic benefits. The system of
management performance indicators should be based on
a comparison of the outcomes achieved by the enterprise,
expressed in monetary terms, with the amount of man-
agement efforts made to achieve them. Since management
costs may grow unevenly, it is advisable to analyse perfor-
mance in a dynamic aspect. If a significant increase in pro-
duction and sales volumes, as well as an increase in profit,
is observed in the period following the assessment, this
reflects an improvement in management performance. In
simplified terms, the effectiveness of the management sys-
tem can be characterised by the level of satisfaction of staff
and customer needs, as well as the overall results achieved
by the organisation.

Notably, the controlled subsystem, which implements
economic tasks, reflects the effectiveness of the control sub-
system. In other words, the effectiveness of management
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influence directly determines the state and functional-
ity of the entire management system. From an applied
standpoint, it is advisable to analyse the term “manage-
ment effectiveness” in various dimensions. This allows
understanding the complexity of the relevant issues and
the diversity of criteria for its assessment. Therewith,
when analysing the results of an enterprise’s activities,
the economic, organisational, and social components of
management effectiveness are usually distinguished. The
economic efficiency of management reflects the degree of
utilisation of material, financial, labour, natural, and other
resources, and can be measured through key performance
indicators of production and economic activity. Thus,
profitability is assessed using the profitability of the enter-
prise, fixed assets, and current assets. In the sphere of pro-
duction and income, crucial indicators are the volume of
manufactured products and the amount of profit received.
The efficiency of resource use is measured by return on
assets and labour intensity. The financial position is char-
acterised by indicators such as the financial leverage ratio,
the fixed asset depreciation ratio, as well as the level of
liquidity and risk. Organisational management efficiency
reflects the level of perfection of the enterprise’s organisa-
tional structure and the effectiveness of its management
system. It is characterised by the ability of management
to respond to internal conflicts and stressful situations, as
well as its ability to adapt to organisational changes. The
quality of developed and implemented management deci-
sions is also considered. This type of efficiency is assessed
based on indicators such as the degree of centralisation of
management functions; the ratio of management person-
nel at different levels; the proportion of managers in the
total number of administrative staft.

The social effectiveness of management reflects the
correspondence between the costs of the enterprise and
the social results achieved, which are related to broader
goals and public interests. This measure of effectiveness
includes the impact of management on the professional
development of employees and managers; the develop-
ment of a strong corporate culture and a positive psy-
chological climate in the team; the creation of a sense of
security and staff involvement in achieving organisational
goals. Additionally, the role of economic mechanisms in
shaping the professional environment and life experience
of staff is considered. A concrete example illustrating
the relationship between social initiatives and business
results is Patagonia’s (n.d.) implementation of a flexible
work schedule policy, paid leave for environmental volun-
teering, and leadership development programmes. These
initiatives have created a sense of security and belonging
to the company’s values for staff and have positively influ-
enced their professional development. Due to this policy,
the company has achieved one of the lowest staff turno-
ver rates in its industry, which, according to Forbes, does
not exceed 4% per year, considerably reducing the costs
of recruiting and training new employees (Rock, 2020).
Furthermore, high staff engagement and motivation have

contributed to increased productivity, innovation and,
ultimately, strengthened the business’s competitiveness
in the market. Netflix is another example of how social
initiatives can benefit both staff and business. It is known
for its policy of unlimited paid leave and flexible work-
ing hours, which markedly increases trust in employees
and contributes to their well-being. As one of Netflix’s
founders, Reed Hastings, describes in his book, this cul-
ture of “freedom and responsibility” allows the company
to retain exceptionally talented professionals (Hastings &
Meyer, 2020). This has led to a major reduction in staff
turnover, as employees feel valued and protected, rather
than merely hired labour. As a result, Netflix has managed
to retain highly skilled professionals, which has directly
contributed to increased productivity and innovation, a
key element of its market success.

The social effectiveness of management can be assessed
by a series of indicators, which are divided into two key
groups. The first group includes indicators of socio-cultural
development, which cover working conditions, the level of
labour discipline, staff stability, the level of social security
for employees, wage growth dynamics, and the absence of
job loss risk. The second group includes indicators of the
compliance of production and economic results with mar-
ket needs, such as labour productivity, customer satisfac-
tion, and the number of orders executed on time and in
tull (Podolchak, 2004). All forms of efficiency - economic,
organisational, and social - are closely interrelated and in-
terdependent. As a rule, an increase in economic efficiency
stimulates the growth of other types of efficiency. Social ef-
ficiency integrates elements of economic and organisation-
al efficiency, focusing on the comprehensive satisfaction of
employees’ needs. Notably, the final outcomes of enterprise
management efficiency, regardless of type, directly or indi-
rectly depend on numerous variable factors that accompa-
ny economic activity.

The key factors influencing the effectiveness of en-
terprise management are the alignment of interests of all
participants in the economic process, including owners,
managers, employees, and suppliers, as well as the profes-
sional qualities of management personnel and employees,
which include their professional level, experience, knowl-
edge, competences, and personal qualities. The existence
of an effective system of work organisation, staff training,
and motivation, focused on achieving strategic results, is
of great relevance. The level of development of the material
and technical base and technical support, which create the
conditions for increasing productivity, is a significant fac-
tor. Equally crucial are the degree of information security,
the effectiveness of internal and external communications,
and the established organisational culture. Furthermore,
management effectiveness largely depends on the social as-
pects of the team’s activities, specifically the moral and psy-
chological climate, which influences employee engagement
and cohesion. The effectiveness of enterprise management
is a multifaceted concept that is expedient to assess accord-
ing to various components of its potential (Table 1).
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Table 1. Key areas for assessing the effectiveness of enterprise management based on key components of its potential

No. Components of

Areas of assessment of enterprise management effectiveness

enterprise potential

The assessment should focus on analysing the efficiency of the use of resources and equipment, the
. . implementation of technologies, and the management of production processes. Particular attention

1. Production capacity . . . . . .

is paid to inventory control, material and technical support, production rhythm, as well as the
effectiveness of operational and strategic planning and control.
Management effectiveness assessment focuses on the effectiveness of creating a favourable social
. and psychological climate in the team. This includes analysing the effectiveness of the management
2. Labour capacity

apparatus, team cohesion, communication processes, and rational use of labour. Equally significant
is the assessment of the effectiveness of operational and strategic personnel control.

3. | Organisational capacity

Management effectiveness is measured by the success of innovative, investment, and commercial
projects, as well as the effectiveness of business plans and enterprise development programmes. To
this end, operational and strategic controlling is used to assess the effectiveness of these processes.

The financial aspect of management effectiveness is assessed through analysis of budgeting,
liquidity, financial stability, and business activity. Particular attention is paid to the effective use of

4. Financial capacit e . . . - L
pactty assets, liabilities, equity, and borrowed capital. The effectiveness of operational activities, as well as
operational and strategic financial control, are key indicators in this area.
Management effectiveness is determined by the competitiveness of the enterprise and analysis of
. supply and demand. Key areas of assessment include the effectiveness of marketing research and
5. Market capacity PPy Y &

communications, analysis of product, pricing and sales policies, and the effectiveness of operational
and strategic marketing control.

Source: compiled by the authors of this study based on data from O.M. Rats (2008)

Table 1 presents a comprehensive approach to under-
standing and measuring performance, considering it not
onlyinterms of financial results, butalso from the standpoint
of production, labour, organisational, and market activities.
Each block of potential (production, labour, organisational,
financial, market) covers a wide range of concrete aspects
that are subject to evaluation. This emphasised that effective
management is a multifaceted phenomenon that requires
analysis at different levels and in different functional areas
of the enterprise. Specifically, Table 1 sequentially presents
both operational and strategic aspects of control and plan-
ning for most components, demonstrating the significance
of both current management and long-term development.

The list of assessment areas is quite comprehensive
and includes both conventional quantitative indicators
(efficiency of use of labour resources, profitability, liquid-
ity) and qualitative, albeit potentially measurable, aspects
(favourable moral and psychological climate, quality of
communications). Table 1 demonstrates a systematic and
comprehensive approach to assessing the effectiveness of
enterprise management, revealing it through the lens of five
key capacities. It clearly confirms the previously expressed
thesis that a comprehensive assessment of management ef-
fectiveness requires an analysis of all areas of enterprise ac-
tivity, considering its functional capacities. This emphasises
the impossibility of fully measuring effectiveness using a
single indicator or a combination of indicators and instead
requires an integrative approach that covers the operational
and strategic aspects of each of the capacities. Such detail
is fundamental to the development of effective monitoring
systems and improving the effectiveness of management
decisions at the enterprise.

Evaluating the effectiveness of enterprise management
is a methodological process aimed at determining the ef-
fectiveness of the economic activities of the enterprise and

its structural units based on a system of indicators. The
key task of such an assessment is to measure the degree to
which the set goals have been achieved. This assessment is
a crucial element of the information and analytical support
of management activities and can be used in both strategic
and tactical contexts. Management science distinguishes a
variety of methodological approaches to evaluating man-
agement effectiveness, including conventional, multifac-
torial, mathematical, ergonomic, conceptual approaches
based on performance management, integrated, and lev-
el-based approaches. The scientific studies analysed above
have demonstrated that approaches to assessing manage-
ment effectiveness have undergone major transformations,
driven by the introduction of innovative management
technologies and the need to constantly adapt to dynamic
changes in the external environment.

This evolution is best illustrated by the development
and implementation of new concepts that have departed
from the conventional focus on financial indicators alone.
R.S. Kaplan & D.P. Norton (1992) developed a balanced
scorecard that allowed assessing the management effective-
ness from four perspectives: financial, customer, internal
business processes, as well as learning and development.
This approach helped to link strategic goals with operation-
al activities, considering both tangible and intangible as-
sets. M.E. Porter (1985) and other researchers popularised
the concept of value-based management, where manage-
ment effectiveness is measured by the creation of long-term
value for shareholders. M. T. Hansen & J. Birkinshaw (2007)
emphasised that management effectiveness largely depends
on the ability to generate and implement innovations,
which led to the emergence of new assessment methods
that measure the speed of bringing new products to market
and the volume of investment in research and development
(R&D). Research in the field of digital transformation also
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confirms that modern management must be flexible, inno-
vative, and focused on constant change, which is reflected
in the evolution of methods for assessing its effectiveness.

Despite the extensive theoretical arsenal of methods,
their practical implementation faces a series of substantial
complications. As a result, in practice, only a limited num-
ber of tools can provide accurate and objective measure-
ment of management effectiveness. For example, Kodak is a
classic example of how ignoring modern approaches to as-
sessment and focusing exclusively on conventional financial
indicators led to a loss of competitiveness. The company’s
management, focused on profits from film sales, failed to
promptly respond to technological changes and the growth
of the digital photography market (Lucas & Goh, 2009).
This led to strategic decisions being made without account-
ing for non-financial aspects such as the innovative poten-
tial that was evident in the early development of the compa-
ny’s own digital cameras. As a result, Kodak lost its leading
position, demonstrating the inadequacy of old evaluation
methods in modern conditions. Thus, these barriers limit
the number of concrete tools capable of providing accurate
and objective measurement of management effectiveness in
practice. Analysis of research has revealed that among the
wide range of methodological approaches that have been
developed in science, only those that have been adapted to
business needs have found practical application.

Specifically, the balanced scorecard, which enables a
comprehensive assessment of a company’s activities, and
approaches based on value-based management have gained
the most popularity. These methods are distinguished by
the availability of developed tools and a sound methodo-
logical rationale, which makes them effective in determin-
ing the effectiveness of management decisions. To ensure
the practical effectiveness of the process of evaluating the
effectiveness of enterprise management, it is essential to ad-
here to a series of key principles, including:

Principle 1. Comprehensiveness and integration. The
assessment process should be performed with the partic-
ipation of senior management and include the active in-
volvement of all employees of the enterprise. Each employ-
ee should perceive performance assessment as part of their
professional duties. Management performance should be
determined according to the mission, strategy, and goals
of the enterprise, which are formed with the participation
of the staff.

Principle 2. Continuity. Management performance
evaluation should be ongoing, reflecting the dynamics of
changes in the management system.

Principle 3. Balance. Performance should be evaluated
considering the interests of all stakeholders — consumers,
management personnel, shareholders, the public - as well
as in the context of the company’s overall policy.

Principle 4. Time dimension. Effectiveness must be
assessed not only in terms of past and current results, but
also by forecasting the future consequences of management
decisions.

Principle 5. Dynamism and adaptability. Considering
the constant changes in the internal and external environ-
ment, as well as the influence of objective and subjective
factors, the assessment of effectiveness should be based on
flexible, dynamic models that account for economic risks.
This allows obtaining more reliable and substantiated re-
sults (Shchehlova et al., 2017).

Considering all the above, the authors of the present
study have developed a model for evaluating the effective
management of an enterprise. The model for assessing ef-
fective enterprise management presented in Table 2 repre-
sents a systematic and multi-component approach to the
analysis of management activities. It logically structures the
assessment process into six main blocks that reflect the full
cycle of the enterprise’s functioning and its interaction with
the external environment.

Table 2. Model for assessing effective enterprise management

No. Model component

Detailing of indicators and areas

Input indicators (resource
base)

human resources (number and qualifications of personnel);
material resources (equipment, raw materials);

financial resources (capital, loans, investments);
information support;

innovative potential.

Processes (internal
environment)

operational efficiency;

organisational structure and management;
implementation of modern technologies;
quality management;

logistics and supply.

net profit;

Output indicators
(performance results)
market share;

financial indicators:
profitability (of assets, sales, capital);

income from core activities;

liquidity and solvency indicators;

asset turnover ratio.
non-financial indicators:

customer satisfaction level;

number of innovative products/projects;
quality of products/services;

brand reputation.
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Continued Table 2

No. Model component Detailing of indicators and areas
market analysis (competition, demand);
4 External environment interaction with stakeholders (government, suppliers, investors);

social and environmental responsibility.

Integrated performance

building a KPI (key performance indicator) system;

strategic decisions

5 determination of the overall performance index (based on weighting coefficients);
assessment .
SWOT analysis.
cost optimisation;
6 Recommendations and improvement of the organisational structure;

investment in development and innovation;
change or adjustment of the enterprise’s development strategy.

Source: compiled by the authors of this study based on data from O. Shchehlova et al. (2017)

The model begins with input indicators (resource base)
covering all types of resources necessary for the enterprise’s
activities, from human to innovative. This is followed by
processes (internal environment) that detail how these
resources are transformed into results, focusing on opera-
tional efliciency, management, and technology. The “output
indicators (performance results)” block clearly distinguish-
es between financial and non-financial results, demon-
strating the comprehensiveness of the final assessment. A
prominent aspect of the model is the inclusion of the exter-
nal environment, which emphasises the impact of market
conditions, stakeholder engagement, and social and en-
vironmental responsibility on management effectiveness.
This reflects management trends that extend beyond purely
internal indicators. Additionally, the “integrated perfor-
mance assessment” block takes centre stage, involving the
use of tools such as key performance indicators (KPIs), in-
tegrated indices, and SWOT analysis. This enables a transi-
tion from disparate indicators to a consolidated assessment.
The model concludes with the “recommendations and stra-
tegic decisions” block, which emphasises the applied value
of assessment — its focus on making informed management
decisions and adjusting development strategies.

The developed model for evaluating effective enter-
prise management is a comprehensive and instrumental
approach that enables a comprehensive analysis of the ef-
fectiveness of management activities. Its sequence — from
resources to processes, results, external influences, and in-
tegrated assessment with subsequent recommendations —
ensures the completeness and systematic nature of the
analysis. The model not only allows measuring the current
state but also creates a basis for strategic planning and im-
provement, emphasising the dynamic and adaptive nature
of effective management. It serves not only as a framework
for assessment, but also as a roadmap for improving the
overall efficiency and competitiveness of the enterprise in
a changing business environment. Such detail is funda-
mental to the development of effective monitoring systems
and improving the effectiveness of management decisions
in the enterprise. Therewith, depending on the concrete
goals and nature of the management effectiveness assess-
ment process, the objects of analysis may include enterprise
management overall; individual aspects of the management
structure; the level of effectiveness of management labour;

the performance of individual structural units, etc. Nota-
bly, management effectiveness and its assessment depend
to a considerable extent on a series of specific factors, such
as industry characteristics, technical equipment, types and
kinds of technological processes, scale and level of produc-
tion specialisation, type of products, and staft qualifica-
tions. Understanding these contextual variables is critical
for the correct interpretation of the assessment results and
the formulation of sound recommendations.

The research findings, specifically the proposed model
for assessing the effectiveness of enterprise management,
are relevant and fully consistent with scientific trends. In
this context, management effectiveness can no longer be
viewed solely as a function of financial indicators. It is a
multifaceted concept that extends beyond purely economic
results to encompass innovative, social, and technological
aspects of activity. Digital transformation is one of the most
powerful drivers of management efficiency in the era of
the Fourth Industrial Revolution. Management efficiency
largely depends on the ability of management to generate
and implement innovations, which hasled to the emergence
of new assessment methods. S.W. Jang & W.C. Ahn (2021)
showed that the integration of digital tools not only opti-
mises processes but also positively influences innovation
and the development of new strategic business models,
which ultimately increases the overall productivity of the
company. This conclusion confirmed the thesis that effec-
tive management requires constant adaptation to dynamic
changes in the business environment, where technological
readiness becomes a decisive competitive factor. According
to a McKinsey report (The data-driven enterprise..., 2022),
organisations that actively use data analytics not only make
more informed decisions, but also automate routine opera-
tions, freeing up employees’ time for creative work, innova-
tion, and cross-functional collaboration. This trend, which
combines digitalisation, innovation, and management ef-
ficiency, has been confirmed and expanded by Ukrainian
scientists, extending its focus from the micro level to the
national economy. In an analysis of trends in the innovative
development of the national economy, V. Kovalchuk (2023)
emphasised that innovation is not merely a corporate ad-
vantage, but a direct indicator of a country’s economic sta-
bility. The study proved that a consistent innovation vector,
formed at the level of management decisions, is directly
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linked to the macroeconomic success and competitiveness
of the country overall. This argument legitimises the in-
clusion of innovation metrics (such as investment in R&D
and product launch speed) in the model for assessing the
effectiveness of enterprise management, as their activities
form an integral part of the national economic potential.
I. Kobushko & B. Manzhola (2023) emphasised that inno-
vation is not simply a corporate advantage, but a direct in-
dicator of a country’s economic stability. The study proved
that a consistent innovation vector, formed at the level of
management decisions, is directly linked to the macroe-
conomic success and competitiveness of the country as a
whole. This argument legitimises the inclusion of inno-
vation metrics (such as investment in R&D and product
launch speed) in the model for assessing the eftectiveness of
enterprise management, as their activities form an integral
part of the national economic potential. A.V. Minkovska &
A.S. Molchanov (2023), researching the agricultural sector,
which is typically viewed as conservative and less prone
to rapid change, pointed out the vital need for innovation
management. Their findings show that it is precisely inno-
vation-oriented management practices that can increase
the efficiency of operations even in the most conventional
industries. This highlights the universality of the innovative
approach: it is not limited to high-tech companies but is a
fundamental condition for directly influencing economic
results and the survival of enterprises in any field. Howev-
er, introducing innovations and ensuring their universality
throughout the organisation is impossible without a driv-
ing force capable of initiating, supporting, and integrating
these changes into the corporate culture.

Apart from technology, leadership is a critical element.
It is leaders who are the architects of change, ensuring that
innovative ideas are transformed into real management
practices, which requires not only strategic vision but also
effective human capital management and employee moti-
vation. K.H. Bjurstrem (2020) emphasised that structural
factors and managerial autonomy are key to effective man-
agement. This is complemented by the findings of L. Gun et
al. (2024), who found that transformational leadership,
characterised by the ability to inspire and motivate, corre-
lates positively with the success of digital transformation,
indirectly increasing productivity. Such leadership, focused
on change and development, gives employees ownership of
their ideas, increasing their self-efficacy and demonstrat-
ing that success depends not only on technological systems
but also on the human factor. S.H. Awan et al. (2020) fur-
ther emphasised that effective leadership directly correlates
with staff engagement. This correlation was extensively
confirmed by D.R. Elisabeth et al. (2025) and M.S. Khan et
al. (2024). Both studies found that transformational lead-
ership positively affects employee performance, with this
relationship being partially mediated by job satisfaction. In
other words, a leader who creates a favourable psychologi-
cal climate not only enhances innovation but also markedly
increases productivity. This points to concrete psycholog-
ical mechanisms through which management practices

based on trust, empathy, and support directly influence the
final results of an organisation’s activities.

Throughout the world, the value of innovation man-
agement is undeniable, and an organisation’s ability to in-
novate is crucial to its competitiveness. Research by H. Abi-
di et al. (2020), conducted in humanitarian organisations,
confirmed that the use of suitable management practices is
vital for optimising logistics processes and achieving goals.
This demonstrates the universality of the innovative ap-
proach, regardless of the field of activity. Innovation man-
agement is not limited to the development of new products
but also includes the improvement of internal processes
and organisational structure.

Particular attention should be paid to the social effec-
tiveness of management, which is increasingly being inte-
grated into business models as a key element of success. The
example of Patagonia (n.d.) has demonstrated that social
initiatives, such as flexible working hours and paid leave for
volunteering, lead to reduced staff turnover and increased
loyalty. This is confirmed by numerous studies showing the
interdependence of social effectiveness and financial results.
However, according to M. Ahmad et al. (2023), corporate
social responsibility can have both positive and negative
effects on innovation performance. This means that social
initiatives must be carefully planned and integrated into the
company’s strategy so that they promote rather than hinder
innovation. This interaction is often non-linear. Ukraini-
an researchers also confirm the significance of a long-term
perspective in assessing management effectiveness. V. Bi-
hun et al. (2023) demonstrated that initial investments in
digital transformation, despite a possible temporary decline
in profitability, lead to considerable productivity growth
and the creation of a sustainable competitive advantage in
the long term. These findings suggest that for an objective
measurement of management effectiveness, it is necessary
to consider not only current financial outcomes but also the
potential that forms the basis for future development. Thus,
the model for assessing the effectiveness of enterprise man-
agement developed in this study is consistent with global
trends. It reflects the value of a comprehensive, multi-fac-
tor approach that accommodates not only financial, but
also innovative, technological, social, and environmental
aspects of activity. This approach is key to ensuring sustain-
able competitiveness and successful operation of an enter-
prise in the face of global challenges and constant change.

Conclusions

Based on the analysis covering the essence of manage-
ment effectiveness, its multi-component structure, evalu-
ation principles, and influencing factors, key conclusions
were formulated. The study found that the effectiveness of
enterprise management is a multifaceted concept that ex-
tends beyond purely economic indicators. It encompasses
three interrelated components: economic, organisational,
and social, each of which has its specific criteria and in-
dicators. This integrative approach emphasised the need
for a comprehensive assessment that accounts not only for

38 Innovation and Sustainability, 2025, Vol. 5, No. 3



financial results, but also for operational excellence, quali-
ty of human resource management, innovation potential,
and social responsibility of the enterprise. The study found
that management performance evaluation is a complex
methodological process that should be based on a system
of interrelated indicators. The developed assessment model
demonstrated the comprehensiveness of such an approach,
as it includes an analysis of resources, internal processes,
output results (both financial and non-financial), the im-
pact of the external environment, as well as an integrated
assessment with further recommendations. This confirmed
that a comprehensive analysis of all the functional capabil-
ities of an enterprise is necessary for an objective measure-
ment of effectiveness.

The study found that the process of evaluating man-
agement effectiveness should be continuous, dynamic, and
adaptive, considering constant changes in the internal and
external environment. This involves not only analysing past
and current results, but also forecasting the future conse-
quences of management decisions, as well as flexibility in
the application of assessment models, with consideration of
economic risks. It was found that all forms of efficiency are
closely interrelated. Improving economic efficiency tends
to stimulate growth in organisational and social efficiency,
while thelatter contributes to better financial outcomes. This
interdependence requires coordinated management actions
and a comprehensive vision of the enterprise’s development.
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y3araJbHeHHA Ta KOHKpeTM3alii, iHEykuii Ta memyKuil, cTpyKTypHOro Ta (yHKIiOHa/JbHOrO aHamisy. Y crarti
y3araJbHeHO HMOHATTA «e(eKTVBHICTb MEHeIPKMEHTY», BU3HAUCHO I AK pe3y/IbTaTMBHICTD yIPaBIiHCbKOI Jisf/IBHOCTI,
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Abstract. The relevance of the study was determined by the growing uncertainty in the external environment, which
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Introduction

Organisations face numerous risks that can affect their
stability and effectiveness. An underdeveloped risk man-
agement system can lead to financial losses, legal sanctions
and reduced competitiveness. The implementation of an
integrated approach to risk management, in particular the
Committee of Sponsoring Organisations of the Treadway
Commission (COSO) model, has helped to reduce negative
consequences and improve the effectiveness of corporate
governance. This article examined how the COSO model
has contributed to improving risk management processes
in organisations. A significant number of scientific works
have been devoted to risk management issues in the con-
text of corporate governance and strategic planning. After
the COSO model was updated in 2017, scientists actively
analysed its new components, which covered aspects such
as organisational culture, information flows, and the inte-
gration of risks into strategic processes.

In scientific literature, the COSO Enterprise Risk
Management (ERM) model is considered the leading con-
ceptual framework for integrating risk management into
strategic enterprise management. According to J. Fraser et
al. (2021), COSO not only identifies risks but also fosters
a sustainable culture of management decision-making that
takes into account both strategic and operational risks.
The authors emphasised that the modernised version of
COSO 2017 allows organisations to better adapt to chang-
es in the environment, increasing their flexibility and abili-
ty to respond quickly to challenges. I. Benekos et al. (2020)
analysed COSO ERM as a dynamic solution, pointing out
that the components of the model - strategic, operational,
reporting and regulatory environments — provide an adap-
tive framework that helps organisations respond quickly
to emergencies. An ERM index is emerging that allows the
effectiveness of the model’s implementation to be meas-
ured in order to improve goal setting and management
methods. P. Dahmen (2023) noted that COSO ERM forms
the basis of organisational resilience in crisis situations.
During the COVID-19 pandemic, organisations that im-
plemented ERM effectively reduced revenue volatility and
increased their ability to adapt — “flexibility like a rubber
ball” - confirming the link between ERM and resilience.
The article by W. Gleifiner & T. Berger (2023) describes
the “robust enterprise” platform, where ERM, combined
with a sustainable strategy and financial security, forms,
according to the authors’ approach, the basis for enter-
prise sustainability. The main emphasis is on a portfolio
approach, early risk warning and a culture of risk aware-
ness. An analysis of sources indicates the effectiveness of
the COSO model as a tool for increasing the flexibility
and sustainability of organisations, while emphasising the
difficulties of its application. Despite numerous studies
in the field of risk management, many aspects remain in-
sufficiently developed in the context of modern transfor-
mational changes, digitalisation and the growing uncer-
tainty of the external environment. The methodology for
adapting the universal COSO ERM model to the specific
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conditions of enterprises in countries with transitional
economies, including Ukraine, needs to be refined. The
existing literature focuses mainly on general approaches,
without taking into account industry specifics, the organi-
sational structure of enterprises and the practical difficul-
ties of implementing integrated risk management systems.
Issues related to the effective integration of internal con-
trol systems with strategic planning processes and key risk
assessment remain under-researched.

The relationship between the maturity of an enterprise’s
organisational culture and the effectiveness of COSO ERM
implementation requires separate attention. The aim of this
article was to analyse the features of COSO Enterprise Risk
Management (ERM) model implementation, evaluate its
effectiveness, and formulate recommendations for its ad-
aptation to achieve the strategic goals of the enterprise. The
objectives were: to address gaps related to the practical appli-
cation of the three-component COSO model in risk manage-
ment in a transformational business environment, particu-
larly for enterprises in countries with transitional economies,
such as Ukraine; to identify barriers and problems in the
practical implementation of this model in the context of dig-
italisation, growing external uncertainty and organisational
inertia; and to develop recommendations for its adaptation
to current challenges, taking into account industry specifics,
the level of maturity of organisational culture and the need
for integration with strategic planning and control systems.

Materials and Methods

This study was based on analytical reports of international
organisations (COSO, 2017; SCCE & HCCA, 2020; Walk-
er, 2022; Reuters, 2025), data from statistical databases
on risk management (Cybersecurity and ERM..., 2024;
How power and..., 2025), national legal and regulato-
ry acts of Ukraine, such as the Law of Ukraine No. 996-
XIV (1999) and the Law of Ukraine No. 2258-VIII (2017),
as well as international risk management standards ISO
31000:2018 (2018) and ISO 22301:2019 (2019).

The research employed a combination of economic-an-
alytical, comparative, and systemic methods, which allowed
for a comprehensive assessment of the effectiveness of the
COSO risk management model under modern challenges.
The economic-statistical method served as the main tool
for analysing the dynamics of change in internal control
and risk management systems in organisations of various
scales, particularly in enterprises of the industrial and fi-
nancial sectors. The comparative method was used to iden-
tify key differences in the implementation of COSO ERM
components. This approach made it possible to determine
the effectiveness of the model’s application depending on
the field of activity, organisational structure, and external
environment. The systemic approach enabled the integra-
tion of information on COSO ERM components — namely
the control environment, risk assessment, control activities,
information and communication, and monitoring - into a
holistic analytical framework, which helped to reveal in-
terconnections between the level of risk management and
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the strategic resilience of organisations. The analysis also
included an examination of the interdependence between
COSO ERM implementation and indicators of operational
efficiency, institutional accountability, and adaptability to
crisis situations.

The content analysis method was used to systematise
scientific sources and practical case studies regarding the
application of COSO in companies. The main information
sources included scientific publications, analytical reports,
and regulatory-methodological documents on risk man-
agement (Makarchuk, 2020; Nazarova et al., 2021; Dvorski
Lackovi¢ et al., 2022). To assess the institutional context
and global trends, data from the IMD World Competitive-
ness Ranking (National Competitiveness and Productivity
Council, 2024) were utilised, allowing the impact of the
external environment on the effectiveness of risk manage-
ment systems to be examined. The analysis of academic
publications, conducted to form the theoretical and meth-
odological basis of the study, encompassed works dedicated
to the implementation of the COSO model in the areas of
risk management, internal control, and strategic planning.
To address the identified shortcomings, a comprehensive
methodological approach was applied, which included eco-
nomic-statistical, comparative, and systemic analysis. This
was necessary not only to identify differences in the imple-
mentation of the COSO model across enterprises of differ-
ent types but also to assess its impact on strategic resilience
and the capacity for crisis adaptation. The application of the

systemic approach facilitated a deeper understanding of the
interconnections between individual elements of the risk
management system and their influence on the overall level
of organisational effectiveness.

Results and Discussion

In the business environment, risk management is a key
element of effective corporate governance. A systematic
approach to risk management has enabled companies not
only to respond to potential threats, but also to strategical-
ly plan their activities, taking into account potential risks
at various levels. One of the most effective methodologies
in this area was the COSO ERM model, which provided a
comprehensive approach to identifying, assessing and re-
sponding to risks. Before examining the COSO model in
detail, it is important to first understand the basic concepts
of risk (Table 1) and risk management (Table 2). Without
a clear understanding of these concepts, it was impossible
to fully appreciate the value of structured risk management
methodologies such as COSO. Standards and authors’
works were analysed and used to define the concepts of
“risk” and “risk management”. Risk is considered an inte-
gral part of any business activity, and the ability to effec-
tively identify, assess and respond to risks has been key to
ensuring the sustainability and development of an organ-
isation. Risk management encompasses the strategies and
processes that organisations have used to minimise the po-
tential negative impact of risks on their objectives.

Table 1. Definition of the concept of “risk”

Source Definition
1SO 31000:2018 Risk - the effect of uncertainty on objectives. This effect can be positive or negative and is associated with the
possibility of deviation from expectations.
D. Hillson Risk - an event or condition that, if it occurs, will affect project objectives. The definition focuses on the
uncertainty of the future.
P, Hopkin Risk - a combination of the probability of an event occurring and its consequences. The definition focuses on risk
assessment as a quantitative approach.

Source: summarised by the authors based on P. Hopkin (2017), ISO 31000:2018 (2018), D. Hillson (2020)

Table 2. Definition of the concept of “risk management”

Source Definition
Risk management - the coordinated actions of an organisation to manage and control risks that may affect the
ISO 31000:2018 . . s
achievement of its objectives.
COSO Risk management — a process carried out by the board of directors, management and other employees to identify

potential events that may affect the organisation and manage risk within acceptable levels.

] .Fraser et al.

Risk management - a continuous process integrated into organisational structures that aims to identify, analyse
and respond to risks.

Source: summarised by the authors based on COSO (2017), ISO 31000:2018 (2018), J. Fraser et al. (2021)

The COSO internal control system was established in
1992 in the United States against the backdrop of numer-
ous cases of fraud in business practices affecting the US, the
UK, Canada and Luxembourg. These events highlighted the
need to improve internal control mechanisms and develop
unified recommendations for the organisation of control
procedures. COSO has developed a basic set of principles
and guidelines that form the basis for building a reliable

internal control system. These principles outline good pro-
fessional practice for creating business processes that ensure
the effective functioning of organisations and the achieve-
ment of their strategic objectives (Moeller, 2016; Braim &
Bilal, 2023). More than 30 years have passed since the initial
concept was introduced, during which both corporate struc-
tures and the level of automation of management processes
have undergone significant transformation. In this regard,
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the COSO model has evolved, which was reflected in the
emergence of three key modifications: COSO I, COSO 1II
and the integrated COSO ERM model (COSO, 2017;
SCCE & HCCA, 2020; Walker, 2022; Reuters, 2025).

The latest version of the concept focuses on integrat-
ing risk management with the strategic objectives of the
enterprise, providing tools that include objective setting,
event identification, risk assessment, response develop-
ment, monitoring and information support - for effective
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response to changes in the external and internal business
environment. The implementation of the COSO ERM sys-
tem allows enterprises not only to respond effectively to
risks, but also to make informed management decisions
based on an analytical approach to control. For a deeper
understanding of the features of this system, it is advisable
to analyse each of its key components separately, as shown
in Figure 1, which will allow for a more accurate assess-
ment of its impact on corporate governance.
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Figure 2. COSO-ERM integrated internal control concept

Source: developed based on COSO (2017)

The image illustrates a three-dimensional model of a
risk management system based on the COSO ERM concept,
which serves as a visual representation of an integrated in-
ternal control system. This model is depicted in the form
of a cube, where each face reflects key elements of effective
risk management within an organisation. The first key as-
pect of the COSO model is “Internal Control - Integrated
Framework,” which focuses on internal control. It is based
on five interrelated components. The control environment
provides the foundation - it covers ethical standards, staft
competence, and the management system. The next step
is risk assessment, which allows for the identification
and evaluation of threats to achieving objectives (Koli et
al, 2025). Control activities are the actions and procedures
implemented to mitigate risks. Information and communi-
cation ensure access to data and effective interaction within
the organisation. The final component, monitoring, allows
for continuous evaluation of the quality of internal control
and its improvement.

In the work of L. Koli et al. (2025), the COSO structure
is presented as a logical and interdependent system that
encompasses the key components of internal control. The
authors emphasise the importance of each component in

Innovation and Sustainability, 2025, Vol. 5, No. 3

ensuring reliable risk management, which aligns with the
classic architecture of the model. This interpretation of the
COSO model’s components is consistent with its gener-
ally accepted understanding and effectively demonstrates
their integration into management practice. For compari-
son, R.R. Moeller (2016) more thoroughly underscores the
connection between the control environment and corpo-
rate culture, which deepens the understanding of the first
component of the COSO model as the basis for forming
a long-term risk management strategy. Meanwhile, the
findings of J.R.S. Fraser et al. (2021) expanded the analysis,
demonstrating how COSO ERM components can be adapt-
ed to specific industries through flexible monitoring mech-
anisms and integration with digital tools, which was not
detailed in L. Koli et al. (2025). The results of this research
correlate with the authors’ conclusions, confirming that the
implementation of the COSO ERM model contributes to
increased management maturity, the integration of risks
into strategic planning, and the ensuring of enterprise resil-
ience, particularly in the context of digital transformation.

In 2017, COSO updated its framework, creating a
second important framework: “Enterprise Risk Manage-
ment — Integrating with Strategy and Performance” (How
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power and..., 2025). This model was aimed not only at
control but also at strategic risk management. It focuses
on corporate governance and risk management culture,
integrates risk assessment into strategic planning and de-
cision-making, and helps to improve performance. The
model also includes a continuous review of processes and
a reporting system that makes risk management transpar-
ent to all stakeholders (Cybersecurity and ERM..., 2024).
COSO has become a standard in auditing, financial man-
agement, compliance, and corporate governance. It is used
worldwide by large companies, banks, government bodies,
and auditing firms. Applying the COSO model gives com-
panies strategic advantages that positively affect manage-
ment effectiveness, control, financial stability, and stake-
holder trust. One of the main advantages is improved risk
management. COSO allows for a systematic approach to
identifying and assessing risks, taking timely measures to
minimise them. This means that a company can not only
react to problems but also anticipate them and act proac-
tively (How power and..., 2025). The analysis of the source
confirmed the strategic nature of the updated COSO ERM
model, which integrates risk management into planning,
control, and reporting processes, allowing companies to
increase their transparency and resilience in a changing
environment; the results of this study correlate with own
conclusions, as they also attest to the advantages of com-
prehensive risk management for strengthening manage-
ment effectiveness and stakeholder trust.

The COSO model significantly enhances corporate
compliance with current legislation, especially in areas
such as financial accounting, internal control, auditing, and
corporate governance. Its application provides a framework
for implementing a control system that is necessary for ad-
hering to regulatory requirements, particularly the provi-
sions of the Sarbanes-Oxley Act (SOX), enacted in the US
in 2002 in response to financial scandals at companies like
Enron and WorldCom (Beasley et al., 2017). The findings
of this study correlate with the conclusions of M.S. Beas-
ley et al. (2017), as it also demonstrates that using COSO
ERM helps to create a transparent and controlled manage-
ment environment, and increases corporate compliance
with both national and international legislation. This is
particularly relevant given the digital transformation and
heightened requirements for financial and non-financial
reporting. It is reasonable to agree that the practical value of
COSO as a regulatory compliance framework remains con-
siderable, owing to its adaptability and systematic nature.

According to Section 404 of SOX (Public Law No. 107-
204, 2002), companies are obliged to report annually on
the effectiveness of internal control over financial report-
ing, while independent auditors must provide attestation
of these reports. The COSO Framework 2013 (an updated
version of the original 1992 framework) has been officially
recognised by the U.S. Securities and Exchange Commis-
sion as an authoritative approach for evaluating internal
control. The use of COSO enables companies to identify
key risks and control points, document control procedures

and policies, regularly monitor system effectiveness, and
demonstrate transparency and regulatory compliance. In
addition, COSO reduces legal risks, improves the reliability
of financial reporting, and enhances communication be-
tween management, supervisory bodies, and shareholders
(Moeller, 2013).

Thus, the implementation of the COSO model is not
merely a managerial decision but a critically important step
towards legal compliance, reducing regulatory pressure, and
building investor confidence, especially within a globalised
market environment. It reduces legal risks and increases
the overall transparency of corporate operations. Another
important advantage of implementing COSO is the growth
of operational efficiency. Owing to clearly defined process-
es and control measures, companies can optimise internal
procedures, minimise duplication of functions, reduce
costs, and improve cross-departmental interaction. All of
these factors contribute to better decision-making based
on reliable information (University of Massachusetts Am-
herst, 2024). Furthermore, the COSO model substantially
strengthens the system of corporate governance, grounded
in the principles of integrity, transparency, accountability,
and effective control.

COSO (2013) identifies five key components of the in-
ternal control system, with particular emphasis on the con-
trol environment as the foundation upon which the entire
risk management framework is built. These include: ethical
values and integrity (whereby the organisation cultivates a
corporate culture in which honesty and ethics are non-ne-
gotiable standards of behaviour); accountability (ensuring
responsibility is defined at all managerial levels for both
decision-making and compliance with control procedures);
board of directors and audit committee involvement (pro-
viding oversight of risks and the effectiveness of internal
policies); staff competence (ensuring appropriate qualifi-
cations and training); and an organisational structure that
supports effective control. The role of management in the
COSO model is fundamental. Management is responsi-
ble for developing and implementing the internal control
system, formulating risk management policies, creating an
effective information environment, and fostering a culture
of transparency (COSO, 2013; Moeller, 2013). Due to these
principles, the COSO model helps to increase investor and
partner trust for several reasons:

1. Transparent financial reporting allows investors to
have a clear understanding of the company’s financial status.

2. Reduction of fraud and unethical behaviour through
preventative control procedures.

3. Increased stability of management decisions, which
signals a company’s reliability in the long term.

4. The presence of a clear system for responding to risks
reduces investor uncertainty about the company’s future.

In combination, this enhances a company’s investment
appeal, contributes to its resilience to crises, and ensures
compliance with ESG (Environmental, Social, and Gov-
ernance) norms. These are increasingly seen as mandatory
for large companies in the global market. A well-structured
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control system based on the COSO model also strengthens
information security, helps to better protect data, and re-
duces the risk of cyber attacks (Risk Management Associ-
ation of India, 2025). Overall, implementing COSO allows
organisations not only to meet standards but also to gain
a competitive advantage in the market through resilience,
flexibility, and long-term strategic thinking.

To better understand the specific features of the COSO
ERM model, it was compared with another widely used in-
ternational framework - ISO 31000:2018 (2018). Both ap-
proaches share the common objective of ensuring effective
risk management but differ substantially in structure, phi-
losophy, and scope of application. At the national level, the
Law of Ukraine No. 996-XIV (1999) defines the legal and
regulatory framework for accounting and reporting, in-
cluding requirements for internal control that guarantee the
transparency and reliability of financial information neces-
sary for managerial decision-making. Similarly, the Law of
Ukraine No. 2258-VIII (2017) emphasises the importance
of ensuring the quality of internal control and risk manage-
ment systems in order to achieve the reliability of financial
reporting, which closely aligns with the principles of the
COSO model. The findings of this research are consistent
with the provisions of these legislative acts, since COSO
ERM likewise integrates risk assessment, control, and mon-
itoring processes into corporate governance systems, there-
by supporting compliance with requirements on the quality
of accounting, reporting, and auditing. It is reasonable to
conclude that these laws provide a solid basis for the im-
plementation of COSO in the Ukrainian corporate sector,
ensuring compliance with international standards and fos-
tering the development of effective internal control. Within
this study, these normative acts were employed as a meth-
odological foundation for analysing the potential adapta-
tion of COSO ERM to the national regulatory environment.

COSO ERM focuses on integrating risk management
into the overall system of strategic management and corpo-
rate control. Its peculiarity lies in its clearly structured, mul-
ti-dimensional model that includes components of internal
control, organisational objectives, and levels of influence.
It involves the active participation of the board of directors
and management, which is particularly important in large
corporations. ISO 31000:2018 (2018), in turn, is built as a
flexible framework that can be adapted to any type of organ-
isation. It does not contain rigid requirements or a struc-
tured model but provides general principles and guidelines
for the risk management process: establishing the context,
identification, assessment, response, and monitoring. The
main difference is that COSO considers risks as part of
achieving strategic goals, while ISO 31000:2018 (2018) fo-
cuses on a continuous cycle of assessment and response.
Additionally, COSO requires greater effort regarding inter-
nal audit and control, which can complicate its implemen-
tation in small and medium-sized businesses. At the same
time, ISO 31000:2018 (2018) is often used in the public sec-
tor, project management, and non-profit organisations. It is
also appropriate to consider ISO 22301:2019 (2019), which
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focuses on ensuring business resilience by creating a busi-
ness continuity management system. This standard com-
plements the COSO approach by focusing on preparation
for disruptions, overcoming them, and a quick resumption
of operations, which is especially important for companies
operating in a highly volatile external environment. Its ad-
vantage is its universality, and its disadvantage is less proce-
dural detail compared to COSO. Thus, the choice between
models depends on the scale of the organisation, available
resources, industry specifics, and the degree of integration
of risk management into the overall strategy. In the prac-
tice of large corporations, a combination of both models is
appropriate: COSO as a strategic foundation and ISO as a
tactical tool for specific processes.

During the analysis of risk management practices, it
was established that the COSO ERM model, especially af-
ter its 2017 update, significantly transformed approaches to
corporate control and risk management in both public and
private organisations. The main innovation was a shift in
focus from a traditional control approach to strategic risk
management, which is integrated into the decision-making
process at all levels (COSO, 2017). Before the implemen-
tation of COSO ERM, companies typically viewed risks in
isolation within individual departments. The emergence of
the COSO ERM Framework contributed to the institution-
alisation of a systematic approach to risk management, cov-
ering strategic, operational, financial, and regulatory risks
(Frigo & Anderson, 2011). Thus, control became not only
a mechanism for detecting violations but also a tool for
building a competitive advantage by identifying risks at the
strategic planning stage. The results of this study correlate
with the authors’ findings, as it was established that the inte-
gration of COSO ERM into strategic planning processes in-
creases an organisation’s ability to proactively identify and
minimise risks, which ensures long-term stability and com-
petitiveness. The authors” approach is worth agreeing with,
according to which control within COSO ERM not only
performs a function of monitoring and compliance but also
serves as a tool for achieving strategic advantages through
the early identification of risks and the construction of a
management system based on an analytical approach.

G. Mensah & D. Gottwald (2016) noted that the suc-
cessful implementation of the COSO ERM Framework
contributes to an organisation’s increased resilience due to
better alignment of objectives, resources, and risk assess-
ment that arise both within the company and in the exter-
nal environment. The research showed that companies that
use COSO as a tool for strategic risk management demon-
strate better results in the long term. This is worth agreeing
with, as the results of this study confirm that the implemen-
tation of COSO ERM strengthens the strategic alignment
between management objectives, risk assessment, and re-
source allocation, which correlates with the analytical con-
clusions obtained regarding the long-term effectiveness of
such approaches. The work of J. Lam (2014) also confirmed
the effectiveness of COSO as a flexible model that allows
management to integrate risk management into business
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processes without losing efficiency. The author emphasised
that it is the adaptability of the COSO model that enables
organisations to create “antifragile” management sys-
tems — capable not just of withstanding crises but of grow-
ing because of them. This can be agreed with, as the adapt-
ability of the COSO ERM model, identified in the analysis,
indeed makes it possible to form management systems
that not only maintain functionality during periods of cri-
sis but also contribute to the organisation’s development
through proactive risk management. In addition, an up-
dated study (Scale digital transformation..., 2021) proves
that organisations that use COSO as a basis for building
internal control systems and strategic planning demon-
strate a higher level of resilience in conditions of economic
uncertainty. COSO allows for the creation of mechanisms
for quick adaptation through effective monitoring of key
risks and opportunities.

The COSO ERM model also transformed the role of
a company’s governing bodies the board of directors and
management received clear guidelines for risk monitor-
ing, responsibility, and accountability, which has become
a standard for investors, shareholders, and regulators (Bea-
sley et al, 2017). Through the implementation of COSO
ERM, the level of alignment between an organisation’s
strategic goals and its risk profile increases. In addition,
the model has been adapted to changes in the business en-
vironment, including the growing impact of cyber risks,
ESG factors, and crisis conditions (e.g., the COVID-19
pandemic), which proves its flexibility and relevance in
modern corporate governance (SCCE & HCCA, 2020; Hu-
ber et al., 2025). Comparing the approach of C. Huber et
al. (2025) with more classic approaches, such as in the work
of J. Lam (2014), one can see a certain evolution in the fo-
cus of COSO’s application. While J. Lam (2014) emphasised
the flexibility of the model as a tool for adapting to external
threats, C. Huber et al. (2025) went a step further, demon-
strating its ability to be strategically integrated into man-
agement practices and increase organisational resilience
in conditions of growing complexity. Thus, the results of
the C. Huber et al. (2025) study confirmed the relevance of
COSO ERM as not only a tool for compliance with regula-
tory requirements but also an effective means of forming
a comprehensive corporate governance system capable of
quickly responding to new types of risks. The results of this
study correlate with the results of the present analysis of the
implementation of the COSO model in the context of the
transformational business environment of enterprises with
a transitional economy.

T. Viscelli et al. (2016) also analysed the role of ERM
in the development of corporate risk management, point-
ing out the importance of the interrelationship between
strategy, budget, and risk culture. They argue that a focus
on risk management directly correlates with an organisa-
tion’s adaptability in crisis situations, which reflects some
of the COSO principles. It is reasonable to agree with the
conclusions of T. Viscelli et al. (2016), as the results of
the study confirm that an effective combination of risk

management with strategic planning and budgeting con-
tributes to an increase in the enterprise’s flexibility in re-
sponse to external threats. C. Hayne & C. Free (2014) de-
scribed the process of institutional internalisation of COSO
ERM as an innovative practice - from the creation of
standards to widespread adoption. This shows that COSO
has become not just a tool, but a globally recognised model,
integrated into the culture and management processes of
global organisations. It is worth agreeing with the approach
of C. Hayne & C. Free (2014), who argued that the COSO
model has transformed from a set of technical instructions
into an institutionalised management practice, recognised
at a global level and integrated into corporate culture.
I. Makarchuk (2020) considered strategic risk management
as a prerequisite for increasing the effectiveness of corpo-
rate governance in an unstable environment. The results of
this study correlate with this approach, as the expediency of
integrating risk management into the overall strategy of the
enterprise has been confirmed. K. Nazarova et al. (2021)
analysed the use of a questionnaire as a tool for assessing
internal control in accordance with the COSO Framework,
with which it is worth agreeing, as the results of this study
also confirmed the effectiveness of standardised self-assess-
ment tools for improving the control environment. K. Zajc
Kejzar et al. (2024) in their work showed that a high level
of global uncertainty forces European companies to revise
their approaches to risk management, which is consistent
with the conclusions of this study regarding the need to
adapt COSO ERM to new external environmental challeng-
es. I. Dvorski Lackovi¢ et al. (2022) proposed a three-fac-
tor model for the implementation of ERM in non-financial
companies, which emphasises the importance of organisa-
tional culture, leadership, and the regulatory framework.
This approach can be agreed with, as the results of the anal-
ysis also confirmed the dependence of the effectiveness of
COSO implementation on internal organisational factors.
J. Awad & R. Martin-Rojas (2024) proved that digital trans-
formation strengthens organisational resilience through
the development of innovation and learning. The results
of the study confirm the relevance of these factors in the
context of adapting COSO ERM to the conditions of digi-
talisation. T. Liu & J. Qi (2024) investigated the mechanism
of the impact of digital transformation on enterprise resil-
ience from the perspective of financial sustainability. Their
conclusion about the critical importance of digital process-
es for effective risk management is consistent with the con-
clusions obtained in this work regarding the adaptation of
COSO to the conditions of the digital economy.
Enterprises that implemented elements of this mod-
el demonstrated a higher level of adaptability to external
threats, a better structure of internal processes, and in-
creased transparency of management decisions. The im-
plementation of COSO ERM, particularly its components
of strategic planning, internal control, and monitoring,
contributed to the construction of systems oriented to-
ward preventative response (COSO, 2017). In various sec-
tors of the economy, the model has been used as a tool for
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integrating risks into a company’s overall strategic cycle.
Companies that applied a holistic approach were able to re-
duce losses associated with crisis events such as the COV-
ID-19 pandemic, cyber attacks, supply chain disruptions,
or regulatory changes. For example, in 2008, Airbus Group
deployed a centralised ERM system based on the Active
Risk Manager (ARM) platform, which integrates COSO
principles (Airbus Group - case study, n.d.). Due to the
standardisation of risks, the centralisation of monitoring,
and the transparency of processes, the company achieved:
a reduction in the duplication of control measures; a rapid
response to external threats; increased flexibility in crisis
situations; and the preservation of operational resilience
and business value. In Austria, a number of medium-sized
family companies modernised their risk management pro-
cesses during the pandemic by implementing both formal
COSO ERM tools (e.g., risk matrices, scenario analysis) and
informal practices. This comprehensive approach contrib-
uted to an increase in their resilience, employee loyalty, and
operational crisis management (Cobb, 2023). The combi-
nation of COSO with modern digital tools for analytics and
information exchange proved to be effective, which signit-
icantly increased the quality of real-time risk monitoring.

One of the strongest aspects of COSO ERM has been
the creation of a unified management environment where
strategy, control, and risk assessment function in an in-
terconnected way. This synergy has ensured systematic
accountability and fostered the development of corpo-
rate ethics and transparency. At the same time, challeng-
es have also been observed. Some businesses have applied
the model formally, limiting themselves to documenting
policies without practical implementation. In such cases,
the expected results were not achieved, which indicated a
need to change approaches to internal communication and
staff training. Another important aspect is the practice of
adapting COSO ERM to the conditions of small and medi-
um-sized businesses. Many companies use a simplified ver-
sion of the model - for example, by focusing only on key
risks or operational efficiency. Despite limited resources,
even basic implementation allows for the creation of a foun-
dation for long-term risk-oriented management. A further
important point is the combination of COSO with other
framework models, particularly ISO 31000:2018 (2018).
This integration promotes a more flexible approach to risk
management, especially in multinational companies. In the
context of digital transformation, the effectiveness of COSO
has grown when supplemented with IT solutions - analyt-
ical platforms, automated control tools, and ERP systems.

The COSO ERM methodology gained significant dis-
semination in organisations where compliance with regu-
latory requirements, financial reporting, and accountability
to external stakeholders were essential. It enables risks to
be formalised, changes in the external environment to be
tracked, and complex processes to be effectively managed.
In a number of case studies, the model demonstrated a pos-
itive impact on reducing losses, improving the effectiveness
of internal audit, and strengthening investor trust. For

Vishtak et al.

instance, the findings of R. Moshesh et al. (2018) showed
that the implementation of an adapted ERM framework
based on the COSO model contributed to: improving
alignment between strategic objectives and risk processes;
reducing losses through revised organisational architec-
ture; and enhancing the role of personnel by upgrading
their skills to work with ERM. At the same time, critical
review revealed that to achieve full effectiveness the mod-
el required deep cultural transformation within organisa-
tions. Without the formation of a risk management culture,
leadership involvement, and systematic engagement with
employees, results remained limited. In some cases, there
was a lack of flexibility in adapting the model to the specif-
ics of an industry or region, which complicated its imple-
mentation. Attention was also paid to the growing impor-
tance of innovative risks — in particular, those related to the
implementation of artificial intelligence, automation, and
cloud services. COSO ERM allowed for the systematisation
of approaches to managing these challenges but required a
constant updating of practices in response to new threats.
Effective management of modern risks became possible
only under conditions of a regular review of procedures,
openness to change, and the involvement of external exper-
tise. The general assessment of the practical application of
COSO ERM has shown its ability to increase the flexibility
and resilience of organisations. Its contribution to building
systems capable of not only reacting to risks but also using
them as a source of strategic opportunities was important.

Conclusions

The study achieved its set objective, which was to analyse
the peculiarities of implementing the COSO ERM risk
management model in the management practice of en-
terprises, evaluate its effectiveness, and formulate recom-
mendations for adapting this model to the conditions of
the transformational business environment. Attention was
paid to Ukrainian enterprises with a transitional economy,
where the level of risk, institutional uncertainty, and regu-
latory pressure remains high, while taking into account the
experience of foreign enterprises and organisations.

An analysis of literary sources and examples of COSO
ERM application made it possible to conclude that this
model is one of the methodologies for organising systemat-
ic risk management. It covers five main components (con-
trol environment, risk assessment, control activities, infor-
mation and communication, and monitoring) and is clearly
integrated with the processes of strategic planning, internal
control, and corporate governance. This ensures not only
a reduction in the probability of risky events but also an
increase in organisational flexibility, stability, and competi-
tiveness of enterprises. The implementation of COSO ERM
contributed to a reduction in losses during the COVID-19
pandemic, faster adaptation to regulatory changes, min-
imisation of cyber attacks, and a more effective response
to disruptions in supply chains. It was also established that
COSO significantly increases the level of reporting trans-
parency, builds trust from external stakeholders, reduces
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legal risks (in the context of compliance with acts such as
the Sarbanes-Oxley Act), and ensures the accountability of
management personnel.

transformation (in particular, in the aspects of Big Data,
Al cybersecurity), and the development of industry-spe-
cific recommendations for enterprises in countries with a

At the same time, barriers that complicate the adapta-
tion of COSO in Ukrainian realities were identified: a low

transitional economy.

level of risk-oriented thinking, limited financial and human ~ Acknowledgements
resources, and weak integration with digital platforms. This ~ None.

applies to small and medium-sized businesses, where risk
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AHoTAULIA. AKTYyanpHICTb JJOCTI/PKEHH:A 3yMOBJIEHa 3POCTAaHHAM HEBM3HAY€HOCTI y 30BHIITHBOMY CEPENOBUII, IO
norpebye BIPOBa/KeHHS e(PEeKTUBHMX CUCTEM PU3UK-MEHEIKMEHTY. MeTOon HOCTiIKeHHA OYI0 IpoaHali3yBaTH
xmodoBi acrekTy Mopeni Committee of Sponsoring Organizations of the Treadway Commission Enterprise Risk
Management (COSO ERM) ta oOrpyHTYyBaT! MOX/IMBOCT] ii 3aCTOCYBaHHA /I iHTETPOBAHOTO YIIPAB/IHHA PU3MKaMI Ha
MiAIpUEMCTBAX. Y JOCTIPKEHH] 3aCTOCOBAHO METO/M aHa/li3y HayKOBUX JKepesl, CTPYKTYPHO-/IOTiYHOTO y3arajibHeHHA
Ta CUCTEMHOTO Tifgxony. PosrnaHyTo TeopeTudYHi Ta MPAaKTWYHi aCIEeKTY YIpPaBlTiHHA PU3MKaMM Ha MiIPMEMCTBI 3
ypaxyBaHHAM BUKIUKIB i TeH/IeHIill ITTo6anbHOro puHKY. IIpoaHaisoBaHO CCTeMHWIT X1/ KO yIpaB/IiHHA PU3MKAMI,
AKUIT 3a0e3edye KOMIIEKCHe OXOIUIEHH BCiX IIpOIleciB MiANPMEMHNIIBKOI Ais/IbHOCTI, II0B’ A3aHUX 3 ifeHTUdiKaLli€0,
OLIIHKOI0 Ta pearyBaHHAM Ha pU3MKN. BusHaueHo kmodoBi kommoHeHTH Metogosnorii COSO ERM, ska € opHieo 3
Hait6iIbII BU3HAHMX Y cBiTOBIT mpakTuni. Mogens COSO ERM 6asyeTbcs Ha IPMHIUIIAX {HTEIPOBAHOTO YIIPaB/IiHHS,
Jie PUSUKM POSIJIAIAI0TBCA He SK i30/1bOBaHi 3arposy, a AK 4YacTMHA CTPATEriYHOrO IUIAHYBAaHHSA Ta YIPaBJIiHCHKMX
nporeciB. byno posriAaHyTO 3aCcTOCYBaHHA TPMKOMIIOHEHTHOI cTpykTypu COSO, mo BKIOYana Wi MigIpueMCTBa,
BHYTPIIIIHE cepefjoBMIIle Ta OpraHisaliliHi piBHi BiyiBy. Takuil miaxif f03BONMMB rapMOHi3yBaTy CTpaTeriyHi, onepaniiHzi
Ta 3BiTHI IIpoliecy B MeXXaX €AVHOI CHCTeMM KOHTPOJIIO. POSKPUTO CYTHICTb B3a€MO3B 13Ky MK OCHOBHYIMU e/IeMEHTaMMI
YIpaBIiHHA PU3MKaMY, IO [jaJIo 3MOTYy alalITyBaTy MOJEIb 10 0COOMMBOCTell (PYyHKI[IOHYBaHHA MifIPUEMCTB Pi3SHUX
ranyseil. HaBefeHo aprymMeHTanio fouinbHOCTI BrpoBamkeHHA Mogeni COSO AK iHCTpyMeHTY HifBUILEHHS CTiIKOCTI
6i3Hecy O HEBM3HAYCHOCTi 30BHIIIHBOTO CepefOBMIIA. 3allpOIOHOBAHO METONO/IOTIYHI IiIXOU IO YHOCKOHA/IEHHA
PM3MK-MEHEeIPKMEHTY BiIIIOBITHO KO BMMOT eKOHOMIYHOI Oe3Ieky Ta CTpaTeriyHoro posBUTKY. IIpakTuyHa LiHHICTD
HDOCTKEHHS IIOJIATA€E Y MOMJIMBOCTI BMKOPUCTAHHS pe3yabraTiB ¢axiBuaMu y cdepi puU3MK-MeHEIKMEHTY,
BHYTPILIIHBOT'O ayAUTY Ta CTPATEriYHOrO yIIpaB/IiHHA

KAIOHOBi CAOBQ: BHYTPILIHI KOHTPOJIb; CTpaTeriyHe IJIAHYBAHHS; OLiHKA PU3KUKIB; KOPIIOPATUBHE YIIPAB/TiHHS;
aflanTallis Moyieneit; iHTerpais pusuKiB; 6i3HeC-CTINKICTh
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Abstract. In the context of globalisation, intercultural competence is becoming a key factor in the effective operation of
enterprises working in a multicultural environment. The study aimed to analyse the impact of intercultural management
and cultural intelligence on organisational management, particularly in the context of Ukrainian enterprises with
international connections. The methodology was based on an analysis of scientific sources, case studies from Ukrainian
practice, secondary data and the application of an interdisciplinary approach. The results showed that a high level of cultural
intelligence reduces the number of conflicts in multinational teams, improves communication between departments,
and increases the adaptability of employees in a new cultural environment. It was found that the motivational and
behavioural components of cultural intelligence have the strongest influence on the quality of intercultural interaction,
while the cognitive component remains less developed in post-Soviet organisational cultures. As a result of the analysis,
the factors that determine the effectiveness of intercultural communication were systematised, and examples of corporate
practices at Google, Siemens and Hitachi were summarised, demonstrating the integration of cultural intelligence into
management strategies and diversity policies. Key barriers to the development of cross-cultural competence in Ukrainian
companies were identified the limited formalisation of inclusive policies and insufficient attention to the cognitive aspect
of cultural intelligence. An analysis of international studies confirms that the implementation of intercultural competence
development programmes contributes to increased trust, cohesion and innovative potential of teams. The components of
cultural intelligence, their impact on work processes in a multicultural environment, and the barriers faced by Ukrainian
companies have been analysed. The study has practical value for human resource management specialists, managers, and
developers of corporate training and staft adaptation policies

Keywords: cultural intelligence; intercultural management; multinational teams; international adaptation;
organisational effectiveness; multicultural environment
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In the context of globalisation and the growing interde-
pendence of national economies, effective management of
cultural diversity is becoming not only a social challenge but
also a strategic necessity for businesses. Cultural diversity
in teams creates both potential and risks for organisational
development. The problem is that organisations often invest
in international expansion before establishing sustainable

mechanisms for intercultural interaction and staff training;
this generates hidden costs ranging from conflicts and staff
turnover to reputational risks. Cultural competence training
and cultural intelligence (CQ) development are designed
to bridge these gaps, but their effectiveness in a business
context varies greatly depending on when they are con-
ducted and how well they are integrated into HR processes.
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A study by M. Mushaathoni (2024) found that em-
ployees experience misunderstandings due to insufficient
preparation for cultural differences, leading to conflicts and
decreased productivity. Therefore, the Ukrainian business
context, which combines European standards, military
challenges and rapid internationalisation of teams, requires
attention. It is necessary not only to mechanically adopt
“best practices” but also to build adapted training models
that simultaneously increase efficiency and preserve em-
ployee agency. These contradictions between strategic goals
and the daily interactions of multicultural teams determine
the research relevance and practical significance.

Globalisation and migration are causing a significant
increase in the number of intercultural organisations in Eu-
rope. As noted by T. Katz-Gerro et al. (2025), increased mo-
bility and movement of citizens within the EU have created
a population of more than 10% that is either migrant or of
migrant origin, which has stimulated the emergence of new
cross-cultural structures (e.g., in services, information tech-
nology (IT), cultural and educational projects). As Ukrain-
ian companies increasingly interact with partners from the
European Union (EU), the United States (US) and Asia, they
are forming multicultural teams in the fields of logistics,
IT, education, finance and manufacturing. This requires
managers to have new competencies, not only in foreign
languages, but also in the interpretation of contexts, codes,
symbols and non-verbal patterns of other cultures. At the
same time, Ukrainian business remains deeply value-ori-
ented, which creates the opportunity to create a domestic
model of cross-cultural management based not on the me-
chanical copying of Western practices, but on the principles
of partnership, trust and employee agency. This determines
the practical and humanistic significance of the research.

Large European companies are forced to operate in
several countries at once to remain competitive. However,
cultural differences among employees can pose a significant
challenge that requires individualised management. The
wrong approach often leads to international failure and in-
creased adaptation costs. E. Gross-Gofacka & A. Martyni-
uk (2024) revealed that an intercultural approach, rather
than simply multiculturalism, significantly increases social
cohesion and the success of organisations in a global envi-
ronment. A study by McKinsey & Company (2020) found
that companies that implement diversity and inclusion pol-
icies are 25% more likely to exceed the average profitability
of their industry. This is also explained by mechanisms that
strengthen social capital and increase creativity within the
team, particularly through improved trust and engagement
(Feng & Tan, 2024).

Analysis of research has shown that cross-cultural
communication is a substantial factor in the effectiveness of
modern organisations. Management that takes cultural and
institutional differences into account increases the compet-
itiveness of companies and ensures coordinated interaction
in international teams. In this context, the significance of
social capital, trust, and the quality of internal communi-
cation is growing, as they determine the adaptability and

resilience of organisations in a global environment. Cultur-
al intelligence is a key management competency that pro-
motes inclusive leadership, reduces conflict and increases
team performance. The ability of managers and employees
to interact effectively in a multicultural environment in-
creasingly determines the success of companies, regardless
of their level of technological development. Therefore, the
study aimed to theoretically substantiate and analyse the
impact of intercultural management and cultural intelli-
gence on enterprise management in a multicultural envi-
ronment, covering the specifics of Ukrainian companies
operating in an international context.

Materials and Methods

The methodological basis of the study was based on a com-
bination of qualitative, comparative and content-analytical
approaches, which identified patterns in the formation of
cultural intelligence in corporate governance and assessed
the impact of intercultural communication on the effec-
tiveness of enterprises. The choice of these methods was
determined by the complexity and multidimensionality of
the phenomenon under study, which includes behaviour-
al, social and managerial components. The study analysed
analytical reports, corporate documents and scientific pub-
lications reflecting current trends in the implementation of
intercultural management. Reports by Siemens AG (2024),
Hitachi (2024), and Google (Driving innovation, bridging
gaps, 2024) were reviewed, which revealed the mechanisms
for integrating the principles of diversity, inclusion, and
cultural competence development into corporate policy.
These companies were chosen because of their represent-
ativeness: Siemens is an example of a structured European
model of diversity management, Hitachi is an example of
an Asian system based on the values of collectivism and
mentorship, and Google is a Western-style model focused
on openness and transparency in communication. This tri-
partite sample was used to compare the approaches of dif-
ferent cultural types of management.

The empirical basis includes data from McKinsey &
Company (2020; 2023) analytical reports, which contain
statistical indicators of the effectiveness of diversity and in-
clusion policies in global companies, as well as materials
from Harvard Business Review (Taras et al., 2021; Fried-
man, 2024), which reveal the practical aspects of shaping
cultural awareness among managers. To reflect the Ukrain-
ian context, the results of a study by Y. Martynyshyn et
al. (2019) were used, which highlighted the behavioural
characteristics of Ukrainian specialists in international
business communications. The main method was compar-
ative analysis, which made it possible to identify differences
in the structure of cross-cultural strategies between com-
panies from different regions of the world. Based on this, a
content analysis of corporate documents was performed to
identify key areas for the implementation of cultural inclu-
sion policies, staff training and the development of cultural
intelligence. A structural-functional approach was used to
interpret the links between CQ elements and organisational
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effectiveness, which ensured that cultural intelligence was
considered as a component of the management system. A
cross-narrative analysis method was also used, which com-
pared the models described in the literature with real cor-
porate cases, with the experience of Siemens, Hitachi and
Google. The results obtained were summarised based on
an analytical synthesis that combined international and
Ukrainian data to build an integrated model of cultural
intelligence development in a business environment. This
approach was used not only for comparative description,
but also to interpret cultural intelligence as a management
category that combines strategic, behavioural and cognitive
levels of analysis.

Results and Discussion

1. Multicultural communication as a factor in
management, social capital and global business identity
Cross-cultural intelligence is considered a significant
strategic resource for a company, ensuring adaptability,
innovation, and sustainability in a global competitive en-
vironment. The use of cross-cultural intelligence provides
new opportunities for competitive advantage. It improves
internal processes, reduces costs through effective diversity
management, and enhances the company’s image through
ethical interaction with partners and customers, which is
relevant for Ukrainian enterprises in the context of inte-
gration into the European market. Cultural standards es-
tablish rules of acceptable and unacceptable behaviour that
individuals accept and expect from others. In Europe, the
culture of each country shapes specific norms of behaviour.
However, employees working in a multicultural environ-
ment in European markets often do not acknowledge these
norms, which complicates communication and adaptation
(Mushaathoni, 2024). Many international companies use
tests to assess compliance with corporate culture when hir-
ing specialists. These methods facilitate internal corporate
communications but can complicate interaction with ex-
ternal market participants due to different organisational
cultures. Therefore, cross-cultural competence is necessary
for successful communication between representatives of
different organisational cultures.

According to S.N. Morris (2023), cultural diversity in
the workplace contributes to increased business productiv-
ity by stimulating creativity and innovation, enabling com-
panies to adapt to challenging market conditions and de-
velop new competitive advantages. An analytical report by
McKinsey & Company (2023) confirmed that companies
with high levels of ethnic and gender diversity among their
management are 39% more likely to achieve better financial
results than their competitors. These results demonstrate
that a multicultural strategy is no longer an additional el-
ement of human resources policy but is transforming into
a strategic resource that influences communication quality,
innovation levels, internal cohesion, and the ability of com-
panies to expand internationally. These aspects are becom-
ing increasingly relevant for companies that open branches
outside their country of origin. In such conditions, the key
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task is to harmonise the parent corporate culture with the
local socio-cultural context. To prevent conflicts and in-
crease the effectiveness of intercultural interaction, compa-
nies implement specialised management practices, where
cross-cultural communication is central. These practices
promote the formation of shared values, overcome lan-
guage and behavioural barriers, and ensure the stable inte-
gration of multinational teams, which is a determining fac-
tor in achieving strategic sustainability and global growth.

Cross-cultural competence is an integral part of the
necessary skills that need to be developed in multicultur-
al companies to improve management systems. However,
given global trends towards economic and cultural glo-
balisation, technological development and the strengthen-
ing of intercultural ties, a new discourse has emerged in
the scientific community that is not limited to competence
alone, but raises the issue of a new identity for “global”
people possessing knowledge of several languages, suc-
cessfully operating in different countries and perceiving
their ethno-cultural identity differently, while maintaining
ties with their homeland. Cultural intelligence is not only
an individual characteristic of a person but can also be a
collective formation. The study by Y. Liao & D.C. Thom-
as (2025), which substantiated this idea by considering the
phenomenon of collective cultural intelligence (CCQ) as
a dynamic phenomenon that is formed in the process of
interaction between members of a multicultural team, is
notable. The study proceeded from the position that cul-
tural intelligence is not only an individual characteristic
but can also manifest itself at the group level as a result
of interaction, shared experience and team learning. Ac-
cording to the authors, the formation of collective cultural
intelligence occurs in stages: first, the individual CQ lev-
els of team members develop, then interactions between
them occur, during which knowledge is exchanged, and
common ideas about cultural norms are formed. The third
stage involves team learning, which leads to the emergence
of shared cultural patterns of behaviour. This process is
defined by the authors as the dynamic formation of col-
lective CQ. The model by Y. Liao & D.C. Thomas (2025)
also includes the influence of contextual factors such as the
level of cultural diversity within the team, previous experi-
ence of intercultural interaction, and power structure. The
study demonstrated that power disparity can slow down
the development of CCQ, while a high level of psycholog-
ical safety and openness contributes to its strengthening.
Teams with more developed collective CQ demonstrate
better coordination in collaboration, overcome communi-
cation barriers more effectively, and have a higher level of
trust between participants.

An in-depth analysis of the role of intellectual charac-
teristics in team functioning is presented in a systematic
review by M. Davaei & M. Gunkel (2024). The study em-
phasised that cultural intelligence belongs to the class of
“social intelligences” that determine the ability of groups
to communicate effectively, adapt and be creative in diverse
environments. The study covered 134 empirical works
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published between 2000 and 2022 and aimed to identify
how different types of intelligence — cognitive, emotional,
social, cultural, practical, and team - affect the efficiency
of collaboration. The results showed that cultural intelli-
gence occupies a central place among the so-called “collec-
tive intelligences” as it provides a link between cognitive
knowledge, emotional awareness and social interaction.
The study emphasised that cultural intelligence has a multi-
dimensional impact on team dynamics. First, in the coordi-
nation dimension, it facilitates the coordination of actions
between participants from different cultural backgrounds,
promoting effective interaction and reducing the risk of
misunderstandings. In the motivational dimension, cultur-
al intelligence fosters mutual trust, increases willingness to
cooperate, and reduces interpersonal tension in multicul-
tural teams. In terms of innovation, it enhances the creativ-
ity of the group, encourages the use of different approaches
to problem-solving, and promotes new ideas due to the
diversity of experiences and perspectives. The study not-
ed that teams with high cultural intelligence demonstrate
greater consistency in their actions, better overcome con-
flicts, and achieve higher levels of innovative activity com-
pared to groups where this level is poorly developed. In the
context of management, this review demonstrates that the
combination of emotional, cultural, and social intelligence
creates a synergistic effect for organisational effectiveness,
especially in multicultural structures.

In a systematic review by M. Davaei & M. Gun-
kel (2024), more than 90 empirical studies were analysed,
confirming that cultural intelligence (along with emo-
tional and cognitive intelligence) is a key determinant of
team performance. The study highlighted that the greatest
effect is seen in organisations that combine CQ develop-
ment with corporate training tools and staff adaptation
programmes. Further development of the topic of cultural
intelligence in relation to organisational effectiveness was
presented in a study by A. Ibanez et al. (2025). The study
examined in detail the impact of cultural intelligence on
employee performance in environments with a high level of
cultural diversity. The study examined organisations oper-
ating in a transnational format, where interaction between
representatives of different cultures is a constant feature of
production processes. Using an interdisciplinary approach,
the researchers found that cultural intelligence is a key
factor in the successful adaptation of staff and improving
the overall performance of teams. The study emphasised
the role of the motivational and behavioural components
of CQ, which contribute to the formation of trust, mutual
respect and willingness to cooperate between employees
with different cultural codes. The statement by A. Ibanez et
al. (2025) that these aspects ensure stable communication,
minimise conflicts and facilitate the achievement of com-
mon goals is notable. The authors of the study also high-
lighted that the cognitive component of CQ, i.e. knowledge
of cultural norms and customs, is only meaningful when
combined with the metacognitive ability to self-reflect and
adjust behaviour. Without this, knowledge remains formal

and does not ensure real adaptation in interactions. In this
context, metacognitive cultural intelligence is viewed as
a managerial competence that helps managers make in-
formed decisions in culturally diverse environments.

In modern management theory, the connections
between organisational social capital and cultural in-
telligence are increasingly being highlighted. S. Feng &
C.Y. Tan (2024) demonstrated that digital social and cultur-
al capital have a strong influence on cooperation and trust
between community members. Research, including mate-
rials from the Harvard Business Review (Taras et al., 2021;
Friedman, 2024), has predicted that companies with high
levels of social capital in multicultural teams can demon-
strate significantly higher employee engagement and lower
levels of communication conflicts. This confirms the need
to include components of trust, cultural sensitivity, and
the formation of shared values in the cultural intelligence
development strategy. High levels of social capital help re-
duce the “psychological distance” between employees, in-
crease the sense of mutual support and willingness to share
knowledge, factors that directly influence innovation and
team effectiveness (Taras et al., 2021). This involves integra-
tion of mandatory training in intercultural communication
into the new employee adaptation programme, application
of the reflective learning model in the format of cross-cul-
tural workshops, and use of regular assessments (CQ As-
sessments) to help identify gaps in mutual awareness. It is
necessary to implement facilitated dialogue practices, such
as values mapping sessions or trust-building circles, aimed
at identifying common values within the team and forming
a corporate identity. Such approaches not only minimise
intercultural barriers but also activate the synergy of teams
with diverse backgrounds.

Similar results were observed in a study by T. Heu-
beck et al. (2024), identifying that social capital enhances
interaction and improves the effectiveness of international
teams. A systematic review by E. Mathey et al. (2024) also
highlighted that social capital is associated with better re-
source utilisation, trust and effectiveness in international
activities. The phenomenon of “transnational identities”
that develop in employees operating in an international
environment for a long time is also notable. Such indi-
viduals can simultaneously identify with several cultures,
which facilitates their adaptation to new conditions and
efficient mediation skills between different organisation-
al cultures. According to a study by A. Mammadov &
A. Wald (2025), the formation of hybrid cultural identi-
ties and a high level of cultural and emotional intelligence
correlate positively with the adaptability of employees, as
well as with the growth of interpersonal trust in multi-
cultural teams, which contributes to organisational flex-
ibility. In addition, cross-cultural competence and social
capital are interrelated through communication practices
within the team. The study showed that the presence of
shared values, even among different cultural groups, re-
duces the risk of fragmentation in teams and increases the
effectiveness of teamwork.
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2. Cultural intelligence: structure,

mechanisms of action and managerial significance
Cultural intelligence is a specific form of intelligence that
ensures effective interaction in conditions of cultural diver-
sity. Research confirms a composite structure: Metacogni-
tive cultural intelligence is the ability to analyse personal
thoughts and assumptions about other cultures and active-
ly regulate cognitive strategies in the process of intercultur-
al interaction. As defined by A. Semenov & A. Randriana-
solo (2024), metacognitive CQ is achieved through careful
planning, self-awareness, and adjustment of one’s approach
to the cultural context during communication. Cognitive
cultural intelligence is the knowledge of cultural norms,
values, and customs, which can be used to distinguish be-
tween cultural universals and differences. The study empha-
sised that motivation is a key driving force for the develop-
ment of other CQ components, especially behavioural CQ.
Behavioural cultural intelligence is the ability to transform
verbal and non-verbal behaviour in accordance with the
cultural context. A. Semenov & A. Randrianasolo (2024)
empirically established that behavioural CQ is formed
through metacognitive and motivational competence.

Cultural intelligence is a multidimensional character-
istic that determines an individual’s ability to interact effec-
tively in an intercultural environment. The key components
are metacognitive, cognitive, motivational, and behaviour-
al components, each of which performs a separate function
in the process of intercultural communication. Metacogni-
tive cultural intelligence provides awareness of one’s own
cultural assumptions and the ability to adjust behaviour ac-
cording to context, while the cognitive aspect is responsible
for knowledge of the traditions, management practices and
values of different cultures. The motivational component
reflects an individual’s desire to interact effectively with
representatives of other cultures and to succeed in a diverse
environment. Behavioural cultural intelligence, in turn, en-
sures that both verbal and non-verbal aspects of commu-
nication are adapted to the expectations of partners with
different cultural codes. The coordinated interaction of
these elements ensures strategic competence in cultural in-
telligence, especially in the international business environ-
ment, where the ability to adapt culturally is a critical factor
in the competitiveness of companies and the effectiveness
of intercultural management. In this regard, cross-cultural
competence should be viewed as a valuable and operational
component of sustainable development, the integration of
which into corporate strategy can be used not only to adapt
to new challenges, but also to actively shape an innovative,
ethical and socially oriented environment.

From the perspective of management theory, CQ acts
as an integration mechanism that combines individual abil-
ities and organisational processes. This is confirmed by re-
search conducted by A. Yiiksel Saking & E. Ergiin (2024),
which proved that cultural intelligence acts as a media-
tor between leadership behaviour and management ef-
fectiveness. Managers with high CQ demonstrate the
ability to adapt their leadership style, reduce tension in
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multicultural teams, and achieve a higher level of trust
among subordinates. The study noted that the motivation-
al and behavioural components of CQ have the strongest
impact on productivity, helping leaders anticipate the re-
actions of employees from different cultures and minimise
conflicts. Therefore, CQ should be considered not just an
“additional competency” but a prerequisite for effective
leadership in global business.

L. Yusuf et al. (2024) confirmed that high levels of
motivational and behavioural CQ ensure more stable in-
teraction between company departments and contribute
to increased team effectiveness. The study noted that these
components of cultural intelligence are most closely related
to job satisfaction and overall staff productivity, which em-
phasises the managerial effect of CQ as a factor in internal
organisational harmony. The study, which addressed multi-
national teams in international companies, showed an indi-
rect link between CQ and employee performance through
job satisfaction: employees with high cultural intelligence
interpret cultural signals more accurately, are more com-
fortable in mixed teams, and demonstrate lower levels of
emotional burnout and higher engagement.

At the same time, L. Yusuf et al. (2024) also contributed
to the research of the internal mechanisms of CQ, prov-
ing that cultural intelligence stimulates knowledge sharing
and creates a sense of psychological safety within the team,
which further enhances the effectiveness of teamwork. As
the authors emphasise, leaders with high CQ can recognise
latent communication barriers - linguistic, social or eth-
ical - and turn them into opportunities for learning and
development. The statement is relevant, since in this con-
text, cultural intelligence appears not only as a factor of
effectiveness, but also as a core element of organisational
learning that provides innovative potential, stabilises the
personnel system and strengthens the psychological cli-
mate in teams. This interpretation confirms the position of
the study authors that CQ is one of the key tools of modern
HR strategy aimed at increasing efficiency and reducing or-
ganisational risks.

The study by D. Livermore et al. (2022) formed the ba-
sis for the modern approach of CQ at the level of organisa-
tional systems. The study by D. Livermore et al. (2022) laid
the foundation for the modern concept of CQ at the level
of organisational systems. Contemporary organisational
research confirms that cultural intelligence can be devel-
oped through targeted management practices. In particu-
lar, K.A. da S. Teixeira & A. Zanela Klein (2024) noted that
situated learning, i.e., learning based on real intercultural
interactions, significantly increases the level of metacogni-
tive CQ, as it promotes self-reflection and a further percep-
tion of the context of communication. Their results showed
that the metacognitive component of CQ develops best
when participants undergo practical training in a culturally
diverse environment, rather than just theoretical training.
This approach has direct managerial significance: compa-
nies that implement intercultural workshops and reflective
learning programmes demonstrate more stable growth in
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mutual trust and team effectiveness indicators. This indi-
cates that organisational learning is a key channel for de-
veloping intercultural competence among managers. The
results of five relevant international studies are summarised

in Table 1, which demonstrates the logic of the relationship
between the structural components of cultural intelligence,
management mechanisms and practical implications for
modern companies.

Table 1. Cultural intelligence in contemporary research: mechanisms of influence and management effects

Key focus

Author(s) of the study

of cultural intelligence

The mechanism .
Management effect /meaning

A. Yiiksel Saking¢ &
E. Ergiin (2024)

Leadership effectiveness in a
multicultural environment

CQ mediates between leadership
style and team effectiveness; fosters
adaptability and trust.

Improved team cohesion,
reduced conflicts, and increased
management effectiveness

The relationship between
CQ, job satisfaction and
productivity

L. Yusuf et al. (2024)

CQ increases comfort and
confidence among employees in

Reduced emotional burnout,
increased productivity and staff

multicultural teams loyalty

L. Yusuf et al. (2024) Knowledge exchange

CQ encourages trust, openness and
willingness to share experiences

Promoting team learning,
innovation, and improving labour
efficiency

Organisational level of

D. Livermore et al. (2022) cultural intelligence

CQ integrates communication
and management practices at the

Enhancing innovation, reputational

company level resilience, and global appeal

K.A. da S. Teixeira &
A. Zanela Klein (2024)

CQ development through
experience (situated learning)

Practical interaction in
multicultural groups stimulates
metacognitive development

Improvement of flexibility among
managers, self-reflection skills, and
team dynamics

Source: compiled by the authors

Following the table, studies confirm the multidimen-
sional nature of cultural intelligence, which occurs not only
as an individual competency but also as an integrated man-
agement resource that determines the quality of intercultural
communication, team resilience, and company adaptability
to the global environment. The most significant compo-
nents of CQ for management are the motivational and be-
havioural components, as they maintain trust, manage
emotional tone of the team, and create a culture of open di-
alogue. Thus, cultural intelligence becomes a strategic com-
ponent that not only improves management efficiency but
also forms the basis for sustainable development, social co-
hesion, and innovation in a culturally diverse environment.

3. Cultural intelligence and cross-cultural management
practices: international and Ukrainian contexts

International experience demonstrates the effectiveness of a
holistic approach to developing cross-cultural competence.
At Hitachi Ltd., multicultural policy is integrated into key
management processes through four interrelated areas:
human resource management, reporting systems, partner-
ships, and corporate mentoring. In human resource man-
agement, this is reflected in the implementation of global
leadership development programmes and training initia-
tives based at Hitachi University, which help to improve the
intercultural competence of employees and train managers
in multinational teams. In reporting, the multicultural ap-
proach is implemented through the inclusion of diversity
metrics (DEI Metrics) in the corporate performance eval-
uation system, reflecting the company’s commitment to
inclusion and equal opportunities. In partnerships, this is
expressed in the development of a global network of inter-
action between branches and regional divisions, where the

cultural specifics of communications and decision-making
processes are covered.

The mentoring system at Hitachi is based on the prin-
ciple of “mutual learning’, where experienced professionals
from different countries transfer knowledge and cultural
context to younger employees, thereby fostering a culture
of mutual respect and openness. Such integration ensures
the integrity of Hitachi’s corporate culture and enhances its
ability to operate effectively in a global environment. De-
spite the existence of various constructs that are already ac-
tively used in scientific research on cross-cultural environ-
ments, there is a need to study the effectiveness of the CQ
coefficient in organisational settings. This issue has become
relevant since the second half of the 2010s, approximately
since 2016-2017, when transnational companies began to
massively implement intercultural teams, and the need for
formalised tools to assess employees’ ability to adapt to di-
verse cultural environments increased. At the same time,
there was an increase in interest in CQ as a predictor of
organisational effectiveness, inclusive leadership and team
cohesion. A. Mammadov & A. Wald (2025) demonstrated
that cultural intelligence correlates significantly with emo-
tional competence and contributes to the international
expansion of small and medium-sized enterprises (SMEs)
by improving the quality of communication and strategic
flexibility of companies.

Assessment of the impact of cultural intelligence on
corporate performance is becoming a key factor in the
assessment and management of cultural diversity and in-
ternational communication. Companies that invest in the
cultural intelligence development of their employees can
improve the efficiency of their intercultural communica-
tion, expand their geographical reach, and increase their
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competitiveness in the international market. A. Mam-
madov & A. Wald (2025) examined the relationship be-
tween CQ, emotional intelligence (EI) and the effectiveness
of SME internationalisation. The study looked at a sample
of 399 SME owners and managers from Norway and Azer-
baijan who had experience or plans to enter foreign mar-
kets. Methodologically, the study was based on a quantita-
tive approach using structural equation modelling (SEM),
which was used to assess the impact of individual compo-
nents of cultural intelligence - metacognitive, cognitive,
motivational and behavioural - on the success of compa-
nies” adaptation to new cultural conditions.

The analysis covered the financial, time and organisa-
tional aspects of adaptation, which reflected the total costs
incurred by companies in preparing staff for intercultural
interaction, entering new markets and overcoming conflicts
in multicultural teams. The results showed that companies
with high values of motivational and behavioural CQ com-
ponents have lower adaptation costs, achieve stability in
team interaction faster, and encounter communication bar-
riers less often. Statistically significant coefficients (p=0.41
for motivational CQ and = 0.37 for behavioural CQ at
p<0.01) confirmed that the development of these compo-
nents is a key factor in increasing organisational flexibility.
In addition, A. Mammadov & A. Wald (2025) determined
that emotional intelligence performs a mediating function,
enhancing the impact of cultural intelligence on the effec-
tiveness of international business activities. Companies
whose managers have high CQ and EI scores are character-
ised by higher quality intercultural communication, over-
come barriers to interaction with partners more quickly,
and demonstrate a reduction in indirect costs of staff ad-
aptation, in particular, costs of training, conflict resolution,
and staff turnover. This indicates that the development of
cultural intelligence combined with the emotional compe-
tence of managers is a strategic factor in the international-
isation of SMEs. This combination ensures their flexibility,
adaptability and ability to maintain stable partnerships in a
multicultural business environment.

Analysis of the impact of cross-cultural factors on a
company involves examining various aspects, such as the
cultural flexibility of staff, the effectiveness of intercultural
communication, the success of international projects, and
the ability to adapt to different cultural environments. In-
tegration of cultural intelligence into a corporate manage-
ment strategy increases customer satisfaction, reduces con-
flicts, and improves the effectiveness of business processes
in an international context. In this context, cross-cultural
competence is increasingly viewed not only as a tool for
effective communication in an international business en-
vironment, but also as an integral part of a company’s sus-
tainable development strategy. It forms the basis for achiev-
ing social stability, high ethical standards, and long-term
economic efficiency.

The social aspect of sustainable development is di-
rectly related to the internal atmosphere at the enterprise,
the level of trust between employees, the ability to resolve
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conflicts using non-violent methods, and reducing the lev-
el of discriminatory practices. The cross-cultural compe-
tence of managers and staff facilitates the identification of
potential misunderstandings related to cultural differences
and their transformation into growth opportunities for the
team. A high level of such competence contributes to the
development of an inclusive corporate culture, which in
turn reduces staff turnover and strengthens ethical stand-
ards in the workplace.

In addition, the development of a multicultural ap-
proach in a company’s internal policy has a positive impact
on its reputation. Companies that openly declare principles
of cultural sensitivity and intercultural integration are more
likely to attract socially responsible investors and strength-
en trust among partners and customers in different coun-
tries. A.E. Randel & V. Alexandra (2024) confirmed that
cultural inclusiveness, as declared in a company’s internal
policy, significantly increases the perception of the firm as a
responsible player in the global market. This creates a pos-
itive image and strengthens the social capital of the organi-
sation, which is substantial in an intercultural business en-
vironment. In Ukraine, such practices can be implemented
through the development of internal codes, training pro-
grammes, the adaptation of educational courses and the
formation of public standards of inclusiveness. At the same
time, Ukrainian realities require consideration of the specif-
ics of wartime, which has intensified relocation processes,
expanded participation in international programmes and
the need for cultural adaptation. Cross-cultural sensitivity
in these conditions becomes critical for maintaining repu-
tation, minimising communication errors and achieving ef-
fective cooperation with international donors and investors.

The experience of countries with developed cross-cul-
tural management practices has confirmed the effective-
ness of a systematic approach to developing intercultural
competence at both the strategic and operational levels.
In particular, the corporate sector in Germany actively
uses intercultural counselling programmes for managers
who work with international teams. Such programmes are
aimed to analyse the cultural context, avoiding stereotypes
and develop adaptive leadership skills. An example is Sie-
mens AG, which implements Diversity & Inclusion prin-
ciples in its HR strategies. According to the Sustainability
Report 2024, intercultural training of personnel is a man-
datory element of corporate sustainability policy (Siemens
AG, 2024). In the United States, one of the leading models is
diversity management. It covers not only ethnic or national
diversity, but also gender, age, religion, and more. Google
Limited Liability Company has been actively implement-
ing a diversity support policy since 2003, as evidenced by
the report Driving innovation, bridging gaps (2024), which
reflects changes in the structure of the personnel, as well as
the results of training programmes to increase inclusion.
These approaches reduced turnover among minority repre-
sentatives by 16% over the past five years.

The Japanese approach, on the contrary, is based on
harmonising relationships and collectivism. Companies
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operating internationally combine national values with
the requirements of the global environment, emphasising
cultural loyalty and long-term relationships with part-
ners. Hitachi Ltd. implements mentoring and profession-
al development programmes for employees from different
countries, which help them adapt to the corporate culture
and form intercultural interaction within the global struc-
ture (Hitachi, 2024). It is also worth considering success-
ful examples of international companies that can serve as
benchmarks for Ukrainian businesses: Siemens AG imple-
ments systematic training aimed at developing intercultur-
al communication skills among project managers working
in multinational teams. According to the report (Siemens
AG, 2024), the company is consistently developing train-
ing programmes aimed at creating an inclusive working
environment and improving the intercultural competence
of employees. As part of its Diversity, Equity & Inclusion
corporate strategy, leadership skills and communication
flexibility in international teams are emphasised, ensuring
effective interaction between representatives of different
cultures and company divisions.

This practice can be applied in Ukrainian companies
that hire relocated specialists, as well as those that actively
cooperate with foreign partners. An example of empir-
ical confirmation of this need is the study by Y. Marty-
nyshyn et al. (2019), the first to systematically describe
the specifics of intercultural communication among
Ukrainian businesspeople in international contexts. The
study identified high flexibility, emotional openness, and
willingness to adapt during business negotiations as key
features of the Ukrainian behavioural model. At the same
time, most respondents noted difficulties in perception
of their partners’ non-verbal signals and differences in

attitudes towards time and formality in communication.
Notably, Ukrainian businesspeople are more prone to im-
provisation and focus on practical results, while their for-
eign partners prefer regulated procedures and structured
dialogue. The study authors identified three basic types
of responses to intercultural differences: observation and
adaptation, active integration, and defensive behaviour.
The predominance of the first type indicates the domi-
nance of an adaptive, situational approach to communi-
cation, which can be effective even without prior cultural
training. This combination of empathy, intuitive com-
prehension, and pragmatism defines the specifics of the
Ukrainian style of intercultural interaction.

Therefore, the study by Y. Martynyshyn et al. (2019)
demonstrated that Ukrainian professionals are character-
ised by high behavioural and motivational sensitivity, while
the cognitive component of cultural intelligence remains
underdeveloped, creating potential for further develop-
ment through educational programmes on intercultural
competence. Based on a content analysis of the results of
the study by Y. Martynyshyn et al. (2019), the authors of
this study systematised the key behavioural characteristics
of Ukrainian specialists in an intercultural environment.
The conclusions are summarised in Table 2, where the four
components of cultural intelligence - motivational, cog-
nitive, behavioural and metacognitive — are interpreted
through typical manifestations, interaction strategies and
their analytical interpretation. Such a generalised interpre-
tation does not duplicate the authors’ research model but
extends its content within the framework of the modern
concept of CQ, reflecting the peculiarities of the Ukrainian
style of intercultural communication based on practical ex-
perience, empathy and flexibility in communication.

Table 2. Ukrainian model of intercultural behaviour

Manifestation in the behaviour of
Ukrainian specialists

Component of
intercultural competence

Typical reaction/interaction

Analytical interpretation
strategy vt P

High interest in cooperation,
willingness to engage in contacts,
desire for mutual understanding

Motivational

Emphasis on trust building
and practical results

A profound inner readiness for mutual
comprehension, which becomes the motivating
force for intercultural cooperation and replaces

formal learning tools

Limited knowledge of cultural norms
and etiquette, poor awareness of the
context of other cultures

Potential consequences

Frequent use of personal
cultural templates

Low knowledge structure, but openness to
learning

Flexibility, perceptiveness, and the

Improvisation, non-verbal

High level of situational sensitivity; intuitive

analysis

Behavioural ability to “read” the partner and adapt . . .
L adaptation model of cultural intelligence dominates
communication style
Partial awareness of personal cultural . . . .
o . P . Observation without Potential for development of strategic CQ
Metacognitive reactions, lack of systematic self-

formalisation of experience

through reflection and learning

A combination of empathy,

Overall result pragmatism and adaptability

Efficient communication even
without prior preparation

The Ukrainian model is based on practical
experience rather than theoretical constructs.

Source: compiled by the authors based on Y. Martynyshyn et al. (2019)

In summary, it is possible to note that the results of
Y. Martynyshyn et al. (2019) are partially consistent with
the conclusions of R.B. Johnson & D. Mirza-Grisco (2018).
The latter emphasised that in the adaptation of the CQ scale
in Central and Eastern Europe, the cognitive component

often occurs less frequently due to cultural and language
barriers. In turn, Y. Martynyshyn et al. (2019) noted that
in the Ukrainian context, the cognitive component of
cultural intelligence is indeed less developed, which cor-
relates with general observations about the difficulties of
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integrating cognitive elements into post-Soviet cultures,
providing scope for further development of the cognitive
dimension of CQ through the integration of educational
programmes, corporate training and international initia-
tives focused on intercultural competence.

4. Cross-cultural sensitivity in action: international
experience and Ukrainian approaches to implementation
Ukraine, being in a transitional socio-economic and polit-
ical context, needs to adapt and implement such practic-
es regarding local realities. Effective integration of global
experience is possible provided that a set of interrelated
measures is implemented. It is advisable to involve special-
ists in intercultural training who can develop and conduct
training programmes in a business environment aimed at
developing cultural awareness among staff and improving
the intercultural competence of managers. Another rel-
evant component is the development of educational pro-
grammes focused on building cross-cultural literacy from
an early age, which will help foster openness, tolerance and
communicative flexibility in future specialists. In addition,
the regulatory framework needs to be improved to ensure
support for the principles of cultural inclusion in both pub-
lic administration and the corporate sector, creating the in-
stitutional conditions for the establishment of an inclusive
and competitive organisational culture in Ukraine.

The practical implementation of cross-cultural man-
agement principles in Ukraine involves a series of consistent
measures aimed at improving the intercultural competence
of staff and creating an inclusive corporate environment.
First, it is advisable to develop internal codes of cultural
interaction in enterprises, considering the multicultural
composition of teams, which is particularly relevant for
industries with a high level of international communica-
tion, such as information technology, logistics, trade and
consulting. Another critical component is the organisation
of mandatory training programmes on intercultural com-
munication for executives and middle managers. Such pro-
grammes are essential for ensuring effective cooperation in
projects with international participation and interaction
with European and global partners.

It is also advisable to integrate intercultural issues into
business education, in particular by including specialised
modules in Master of Business Administration (MBA)
programmes, advanced training courses and educational
programmes for civil servants. The public-private partner-
ship system needs further development, as it could become
a platform for the pilot implementation of cross-cultural
management models in large enterprises with international
participation, especially in the energy, transport and in-
frastructure sectors. Another relevant area is encouraging
businesses to implement transparent cultural inclusion
policies, which involve the use of ESG (environmental,
social and governance) reporting tools. The application of
such approaches, which are widespread among leading in-
ternational companies, creates opportunities for adapting
best practices in the Ukrainian business environment and
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contributes to enhancing reputational trust at the inter-
national level. Given the realities of wartime in Ukraine,
which have led to large-scale relocation processes in the na-
tional business environment and stimulated the intensifi-
cation of contacts with foreign partners, donors and inves-
tors. In these conditions, cross-cultural sensitivity becomes
substantial as a strategic competence that ensures the ad-
aptation of enterprises to new market, communication and
management conditions.

Cross-cultural sensitivity is not only the ability to rec-
ognise cultural differences, but also the ability to adapt
organisational practices, communication styles, and man-
agement approaches to the expectations of partners with
different cultural codes. Its presence ensures that Ukrain-
ian companies can avoid the risks of miscommunication,
reduce transaction costs, enhance reputational trust, and
successfully integrate into the international business en-
vironment. This competence is particularly relevant in the
context of Ukrainian companies’ participation in interna-
tional grant programmes and export initiatives. In such
situations, interaction is conducted based on well-defined
communication protocols, reporting structures, and busi-
ness ethics standards, which may differ significantly from
established practices in Ukraine.

At the same time, in cultures with more collectivist
values (Japan, South Korea, China), maintenance of har-
mony and reputation of the interlocutor is highly valued;
therefore, direct criticism or pressure may be perceived as
aggression or loss of face. In the context of intercultural
studies, the study by M.]. Gelfand et al. (2021), which ana-
lysed the relationship between the level of cultural rigidity
or flexibility (tightness-looseness) of a society and the abil-
ity of states to respond effectively to global challenges, is
notable. Based on a comparison of data from 57 countries,
the authors demonstrated that societies with higher levels
of cultural rigidity showed greater discipline and collective
coordination during the COVID-19 pandemic. In such cul-
tures, rapid acceptance of rules and compliance with social
norms contributed to lower morbidity and mortality rates,
indicating effective mechanisms of collective coordination
of behaviour. The obtained results extrapolate the conclu-
sions of M.J. Gelfand et al. (2021) to the sphere of inter-
cultural interaction in business. The authors” proven ability
of “rigid” cultures to be organised and adhere to common
norms indicates that structure, clear rules and collective
discipline can positively influence the effectiveness of teams
in a multicultural environment. At the same time, excessive
rigidity of cultural frameworks can limit creativity and flex-
ibility in decision-making; therefore, the optimal approach
for international companies is to strike a balance between
formalised procedures and room for individual initiative.

In Germany and Austria, there is a typical priori-
ty of legal precision, formalised agreements and com-
pliance with procedures. This does not always correlate
with the practices of Ukrainian small and medium-sized
businesses, where flexibility and informal agreements
are still substantial. As demonstrated by D.C. Thomas &
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M.E Peterson (2017), the high level of structure in the ne-
gotiation process in these countries is associated with a high
level of legal culture and trust in institutions. In countries
with low power distance (such as Sweden and the Neth-
erlands), management practices are based on horizontal
interaction, transparency of processes and active employee
participation in decision-making. For Ukrainian compa-
nies, where a vertical management model is traditionally
maintained, this requires a transformation of communi-
cation style within international teams. According to an-
alytical data from the Country comparison tool (n.d.), or-
ganisational cultures with low power distance are oriented
towards horizontal management models, which are charac-
terised by transparency, openness to dialogue and collec-
tive decision-making. Such models create an atmosphere of
mutual trust and partnership, help reduce communication
barriers and facilitate coordination in multicultural teams.
For companies operating in an international environment,
determination of these management principles is of practi-
cal importance, as it facilitates the effective combination of
different styles of interaction and maintains consistency in
the work of multicultural teams. Thus, cross-cultural sen-
sitivity is not only an ethical norm of global business eti-
quette but also a factor of economic efficiency that reduces
the cost of communication errors, improves the quality
of partnerships, and contributes to the sustainable devel-
opment of the enterprise in the context of relocation and
foreign economic activity. Integrating international experi-
ence into the management system of Ukrainian enterprises
requires not a mechanical borrowing of practices, but their
meaningful cultural translation, accounting for national re-
alities, business ethics, organisational structure, and com-
munication traditions.

In the context of current challenges, the study consid-
ered the following adaptation vectors to be appropriate. The
introduction of individual elements of international models
in the form of flexible management modules, such as ethical
charters, cultural diagnostic tools, or formats for reflective
meetings, can be gradually integrated into companies’ in-
ternal policies. The need to create training programmes for
managers that combine basic management training with
intercultural analytics, communication psychology and
case studies relevant to Ukrainian conditions. Cooperation
between businesses, universities and public institutions to
exchange experiences in adapting cross-cultural strategies.
This will help avoid the isolation of individual industries
and accelerate the formation of a nationwide approach. It
is advisable to integrate international practices through pi-
lot initiatives with subsequent qualitative analysis of their
results. This will not only promote better acceptance of
change by staff but also contribute to the accumulation of
local experience, which can become the basis for scaling up.

Thus, in the Ukrainian context, it is advisable to con-
sider not the “implementation” of international experience,
but the co-creation of adapted practices that preserve the
value of global principles but are created from the local
environment. In this process, it is not only borrowing that

is key, but also reflection on personal experience as a re-
source that can be valuable in international exchange. In
this regard, it is advisable to consider Ukrainian practical
experience as a source of applied solutions for organisa-
tions operating in unstable or transformational conditions.
The results of enterprises adapted to the challenges of war
demonstrate the formation of new approaches to team-
work, flexible management, informal leadership, and in-
ternal staff mobility. Practices that can be integrated into
the international management paradigm within the frame-
work of partnership initiatives include local models of cri-
sis-resistant planning developed in conditions of partial
or complete loss of infrastructure, disruption of logistical
links, and information instability. They involve the forma-
tion of flexible response scenarios, multi-level communi-
cation channels and decision-making based on real-time
situational analysis. This approach can be adapted in com-
panies operating in unstable markets or facing geopolitical
risks. It is also worth noting horizontal decision-making
formats in multicultural or distributed teams based on the
principles of mutual accountability, openness to bottom-up
initiatives, and shared risk management. Instead of a rig-
id hierarchy, Ukrainian companies are increasingly using
mechanisms of collective discussion, facilitation, and del-
egation, which facilitates the rapid adaptation of strategies
to changing conditions.

The use of informal ethical norms to preserve organi-
sational integrity, particularly in the context of interregion-
al staff integration (e.g., following the relocation of pro-
duction or project units), can also be integrated. Creating
a common moral field that supports corporate cohesion
in an environment of cultural, geographical or emotional
divide. This practice helps to reduce internal conflicts and
build loyalty and trust. Lastly, the introduction of flexible
and situation-oriented educational models that can quickly
retrain or train staff without interrupting their main activi-
ties. For example, mini-courses, mentoring sessions within
the team, or project-based learning with external experts
can be introduced.

Such approaches contribute to maintaining operational
continuity in an unstable environment and are an alternative
to traditional long-term forms of professional development.
These approaches, which emerged as a response to extreme
external circumstances, are gradually shaping a new man-
agement culture with a high level of adaptability, humanity
and focus on real results. Such practices can be institution-
alised as part of management standards in conditions of
high uncertainty, and can also be integrated into interna-
tional educational, research and consulting programmes as
examples of effective organisational transformation. Thus,
the exchange of management practices should not take
place on the principle of unilateral transfer of knowledge
from dominant countries to the periphery, but in the for-
mat of an equal partnership, in which Ukrainian practical
experience acts not as an auxiliary element, but as an in-
dependent source of innovation in the field of intercultur-
al management, adaptation and sustainable development.
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Conclusions

The study identified intercultural management and cultural
intelligence as key factors for the successful operation of
companies in a globalised environment. An analysis of the
experience of companies such as Google, Siemens, Hitachi,
as well as Ukrainian enterprises operating in international
markets, showed a positive correlation between the devel-
opment of CQ policies and the growth of intercultural in-
teraction efficiency. This confirms the relevance of CQ not
only in theory but also in the practical aspects of modern
business. The study showed that the introduction of train-
ing courses on cultural competence development, increas-
ing motivational CQ among employees, and the practice
of “integrative acculturation” contribute to reducing con-
flicts, increasing initiative, and improving team dynamics
in a multicultural environment. The study identified that
the motivational component of CQ is most relevant for
leadership positions, as it forms the basis for trust and ef-
fective communication. Furthermore, based on an analysis
of international companies’ policies, the study concluded
that CQ is increasingly being used as one of the criteria for
selecting management personnel. In this context, the in-
troduction of CQ-oriented recruitment procedures in the
Ukrainian business environment is relevant.

The study highlighted cases of local companies that
successfully adapted to intercultural challenges through
institutional modernisation, the introduction of internal
codes of conduct, the formation of inclusion policies, and
the creation of international teams. This was used to offer
recommendations for managing intercultural personnel
that are tailored to Ukrainian realities. A substantial part of
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the study was recommendations on localising intercultural
training and the need for a special approach to implement-
ing CQ in the post-Soviet environment. Such an approach
should consider the specifics of hierarchical management
traditions, distrust of transformations, and the need for
management support for change.

Further research should address the empirical quanti-
tative measurement of CQ levels in Ukrainian enterprises
using standardised scales (e.g., Cultural Intelligence Scale),
as well as analysing the relationship between CQ levels and
key performance indicators (KPIs), including staff turno-
ver, adaptation in international teams, talent retention, and
long-term brand capitalisation. It is interesting to study
CQ in innovative scientific companies, start-ups, and in-
ternational projects with high staff turnover. Analysis of
long-term effects of intercultural policy on brand capital-
isation of companies, corporate reputation, and ability to
retain talent in a globalised labour market is noteworthy.
All these areas outline prospects for further empirical re-
search aimed at expanding the theoretical base and prac-
tical recommendations for managing cultural diversity in
Ukrainian and international organisations.
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AHoTauif. B ymoBax mrobamizanii MDKKYIbTYpPHAa KOMIIETEHTHICTb CTa€ KIOYOBUM YMHHUKOM eQpeKTUBHOI
IiAMBHOCTI MifIIIPMEMCTB, IO MPAIIITh Y 6araToKyNIbTYPHOMY cepefoBuini. MeToro focmimKeHHA 6yB aHAI3 BIVINBY
MDKKY/JIbTYPHOTO MEHE[PKMEHTY Ta KyAbTYPHOIO IHTENEeKTY Ha YIPABIiHHA OpraHi3alisMm, 30KpeMa B KOHTEKCTi
YKpalHCBKUX MifIIPUEMCTB i3 MDKHapopHuMM 3B’A3kaMy. Metoposoria 6asyBajacs Ha aHaslisi HayKOBUX XKepell,
KeliciB 3 yKpaiHCbKOi NpaKTMKM, BTOPMHHMX JaHMX i 3acToCyBaHHI MbKaucumiiiHapHoro migxopy. OTpumani
pesyabTaTy 3acBif4yyIM, IO BUCOKMII piBeHb KYIBTYPHOTO iHTe/NeKTy 3abe3lledye 3MeHIIeHHS KiTbKOCTi KOHQIIKTIB
y OaraTroHalliOHaJIbBHMX KOMaHJjaX, IIOKpallleHHsA KOMyHikauii MDK migpospizamMy Ta HifBUINEHHS afalTUBHOCTI
MpaliBHMKIB Y HOBOMY Ky/IbTYPHOMY cCepefoBMINi. BusApieHo, 1[0 MOTMBAaLi/iHMIT i TOBENiHKOBMII KOMIIOHEHTU
KY/IBTYPHOTO iHTe/IeKTY Hali6i/Iblile BIUIMBAIOTh Ha AKICTb MDKKY/IBTYPHOI B3a€EMOJII, TOA1 AK KOTHITUBHMII KOMIIOHEHT
3a/IMIIAETHCA MEHII PO3BMHEHNM y IOCTPafIAHChKUX OpTaHi3alliiffHMX Ky/AbTypaX. Y pe3ynbTaTi IPOBEEHOTO aHamli3y
CHUCTEMATIM30BaHO YMHHUKMY, IO BU3HAYAIOTh e(EeKTUBHICTh MDKKY/IbTYPHOI KOMyHiKalii, ysaraJbHeHO IpUKIafu
KopropaTuBHUX npaktuk Google, Siemens i Hitachi, Axi ;eMOHCTpPYIOTD iHTerpallilo Ky/IbTypHOTO IHTE/NeKTY y cTparerii
YIpaBIiHHA Ta MOJITUKY Pi3HOMaHITTA. BMABIEeHO KII04OBi 6ap’e€pu pPO3BUTKY KPOC-KYIBTYPHOI KOMIIETEHTHOCTI B
YKpalHChKIX KOMIIaHifX, 30KpeMa 0OMexeHy GopMaJtisalio iHK/II03MBHUX IIOJITUK i HELOCTATHIO YBary ;O KOTHITUBHOTO
acIIeKTy KYJIbTYpHOTO iHTENeKTy. AHa/li3 MDKHApOJHUX JOCT/PKEHb IiATBEPIPKYE, IO BIPOBA/PKEHHA IIPOrpam
PO3BUTKY MDKKY/IBTYPHOI KOMIIETEHTHOCTI CIIPUSAE MiIBUIIEHHIO JOBipY, 3TyPTOBAHOCTI Ta iIHHOBALIIHOTO IOTEHLiaTy
kxoMaHp. IIpoananizoBaHO CKJIafiOBi KyJIbTYPHOrO iHTeNeKTy, iXHill BIUIMB Ha po060odYi Ipoljecu B My/IbTUKY/IbTYPHOMY
cepeqoBuUILi Ta 6ap’epy, 3 AKMMU CTUKAIOThCA YKpaiHchKi KommaHii. [JocmipkeHHA Mae IpaKTUYHY LiHHICTD 14 (axiBLiB
3 YIIpaBJIiHHA IIePCOHAIOM, KepiBHUKIB i pO3pOOHMKIB MOTITYK KOPIOPATYBHOIO HABYAHHA Ta afjallTallii IepcoHary
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Abstract. The purpose of the article was to study and develop the information support for managing international
trade by Ukrainian enterprises under the conditions of expanding the foreign economic activity, considering the security
aspect. The theoretical and methodological foundations of the research were based on the application of a comprehensive
interdisciplinary approach that effectively combined the economic theory of international trade, information and
economic security, risk management, and digital transformation. The main research methods included system analysis,
comparative study, and digitalisation analysis. A review of the literature and legal framework on the implementation of
innovative information technologies in the international trade of Ukrainian enterprises and the security aspects was
conducted. The study emphasised that the security aspect of digitalising the information support of international trade
by Ukrainian enterprises is of considerable importance. Security challenges and threats were identified as key barriers
to the digital transformation of foreign economic activity, particularly international trade. The peculiarities of using
information technologies in foreign economic activity are revealed, especially in the context of digital transformation,
cybersecurity, and regulatory compliance. The prospects opened by integrating digital solutions such as electronic
platforms, blockchain, big data, and artificial intelligence are outlined. Proposals have been developed to enhance the
level of information security under the conditions of globalisation and digitalisation of world trade relations. A sequence
of information support for managing international trade by Ukrainian enterprises in the process of developing the
foreign economic activity, considering the security aspect, has been proposed. Information systems capable of assessing
the competitive environment, taking into account all macroeconomic, institutional, microeconomic, security, and other
market factors relevant to enterprises — measuring, assessing, and forecasting competition within industries, countries,
and regions, as well as identifying technological lag and customer needs (especially new ones when entering foreign
markets) — have been identified. It has been established that, to ensure the effective operation of an enterprise, particularly
in the context of foreign economic activity, it is necessary to create a reliable information system capable of meeting the
complex needs of the enterprise over a long period of time

Keywords: digitalisation; globalisation; economic security; information; cybersecurity

Introduction

The issue of developing, implementing and actively using
information technologies (IT) by enterprises in the inter-
national trade has become extremely relevant in view of
the reforms and digitalisation of country’s economy, the
dynamism, and globalisation of the world economy. After
all, trends in the global economy make digitalisation a key
factor in increasing the efficiency of international trade.

Ukrainian enterprises, actively expanding the participation
in foreign economic activity, are increasingly facing the ur-
gent need to introduce the latest IT to ensure the required
level of the own competitiveness, transparency, and securi-
ty of trade (including international) operations. Along with
the potential of digital solutions, there are also serious chal-
lenges and threats associated with cyber threats (especially
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in 2014-2025), imperfect infrastructure, and low levels of
digital culture in certain business segments.

I.Z. Savras & V.I. Fedynets (2023) examined the role of
digitalisation in the innovative development of enterprises,
in particular the positive effects of digitalisation on innova-
tion, obstacles to the implementation of innovations in the
context of digitalisation. H. Blakyta et al. (2025) noted that
the issue of digitalisation and its impact on various spheres
of society and on the activities of enterprises and organi-
sations has been one of the most pressing in many areas of
scientific research. Digital technologies were defined as a
driver of sustainability and adaptability for Ukrainian en-
terprises, which underscored the importance of research-
ing this topic. H. Blakyta et al. (2025) also noted that it was
precisely the crisis conditions (the COVID-19 epidemic,
war) that prompted Ukrainian enterprises to intensify the
use of digital technologies. However, researchers have fo-
cused on conceptual theoretical and methodological issues,
while quantitative studies of digitalisation and digital trans-
formation have not gained sufficient traction, primarily
due to a lack of data.

Digital transformation in organisational management
is a complex, multifaceted process that requires an inte-
grated approach combining technical and organisational
aspects. A. Drabovskyi (2025) pointed to the successful
implementation of a digital strategy as a significant result.
It depends on the formation of a digital culture within the
enterprise and the improvement of the digital competen-
cies of the management team. As the author pointed out,
transformational leadership plays a significant role in this
process, as it is capable not only of adapting the organisa-
tion to new conditions, but also of initiating innovation
and promoting the active participation of all levels of staff
in the implementation of changes.

The issue of currency security was examined by B. II-
ychok et al. (2024). The authors devoted the research to
improving the effectiveness of public administration in
the field of currency security in Ukraine. The researchers
provided a general description of the essence, state, and
dynamics of the effectiveness of public administration of
the state’s currency security. The authors also assessed the
state and dynamics of Ukraine’s currency security indi-
cators based on the characteristics of the state’s currency
policy indicators compared to similar indicators in Poland.
A Danish company named Maersk (2022) in the research
on the digitisation of the supply chain and increasing in-
novation in the industry, used solutions aimed at reducing
trade disputes and promoting the development of global
trade. It should also be noted that the issue of digitalisation
is relevant in various spheres of life in Ukraine. O. Bulavy-
nets (2025) studied the essence of digitalisation of social
transfers as an important step for further modernisation
of social protection systems and increasing the efficiency
of the administration. According to the study, digitalisa-
tion involves the integration of modern IT to automate the
processes of providing social benefits, ensuring accessibil-
ity, transparency, and speed in the distribution of social
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assistance, including that received from abroad. It was im-
portant to note O. Bulavynets (2025) conclusion that the
processes of introducing digital technologies pose new chal-
lenges for the state: the need to ensure cybersecurity, protect
personal data, and train the population to use new tools.

In dynamic conditions of globalisation and digital
transformation of the economy, information technology
plays and will continue to play a key role in the development
of such international economic relations as internation-
al trade. Enterprises, actively developing the foreign eco-
nomic activity, implement modern IT solutions that serve
as a tool for improving the efficiency of foreign economic
operations, a prerequisite for maintaining the competitive-
ness of these enterprises and the products and services in
the global market. The process of integrating modern in-
formation and communication technologies into foreign
economic activity is usually accompanied by several prob-
lems: insufficient, outdated, inflexible digital infrastructure
in the country or region, limited opportunities for financ-
ing the implementation and use of these technologies, staft
shortages (especially in times of war), legislative and reg-
ulatory barriers, etc. These problems create challenges for
enterprises in the digitalisation of the international trade
operations, logistics, customs clearance, e-commerce, use
of analytical platforms. Despite significant achievements in
the field of introduction of modern IT into international
trade of Ukrainian enterprises in the context of the foreign
economic activity, the security aspect of these processes
has not been sufficiently systematised and studied. The aim
of the study was to analyse the issues surrounding the im-
plementation of up-to-date IT in the international trade of
Ukrainian enterprises, taking into account security aspects.

Materials and Methods

The study used a comprehensive interdisciplinary approach
that integrated the provisions of the economic theory of in-
ternational trade, information security theory, economic
security, risk management, and the concept of digital busi-
ness transformation. This approach was used to compre-
hensively examine the issues of digitalisation of information
support for foreign economic activity of enterprises under
martial law. The study was based on the following methods.
The system analysis allowed covering the interrelationships
between information security, digital solutions, and the pe-
culiarities of the functioning of enterprises in the context
of foreign economic activity. The method of comparative
research was used to analyse the current regulatory frame-
work in the field of information security and digitalisation
in Ukraine in comparison with international standards and
practices. The review and analytical methods were applied
to study literary sources (Tron, 2016; Lupak, 2019; Glush-
chevsky et al., 2023) and statistical materials on the level
of digitalisation, IT infrastructure, and cyber threats in
the field of international trade. Analysing digital solutions
(technologies), including the use of electronic data inter-
change (EDI), enterprise resource planning (ERP), custom-
er relationship management (CRM), blockchain, big data,
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and cloud services, allowed determining the level of readi-
ness of Ukrainian enterprises for digital transformation in
international trade. The following companies were selected
for analysis: Nova Poshta (n.d.), PrivatBank (n.d.), SoftS-
erve (2024), with one state structure (The State Cyber Pro-
tection Centre..., 2024). The companies were selected be-
cause these companies were recognised leaders in Ukraine
both in terms of gross income and in the implementation of
information technologies in international trade within the
development of foreign economic activity.

The methodology of the study also included a number
of Ukrainian laws: Law of Ukraine No. 675-VIII (2015),
Law of Ukraine No. 1789-VIII (1992), Law of Ukraine
No. 2155-VIII (2017), Law of Ukraine No. 2297-VI (2010),
Law of Ukraine No. 851-IV (2003), as amended in 2023,
Law of Ukraine No. 1089-IX (2020), as amended in 2025,
etc. The selection of these specific Ukrainian laws as a
methodological basis was due to their fundamental role in
regulating digital processes, ensuring information security,
and supporting the digital transformation of international
business operations. Law of Ukraine No. 675-VIII (2015)
established the legal framework for conducting business
activities online, which was directly relevant to internation-
al trade, as it provided mechanisms for the validity of elec-
tronic contracts and transactions. Law of Ukraine No. 1789-
VIII (1992) defined the general principles of information
relations, including access, dissemination, and protection
of information, which formed the basis for secure data
exchange in foreign economic activity. Law of Ukraine
No. 2155-VIII (2017) introduced the use of digital signa-
tures, authentication, and trust services that guaranteed the
reliability and legal recognition of electronic interactions
in cross-border trade. Law of Ukraine No. 2297-VI (2010)
ensured compliance with international standards of data
privacy and protection, which was crucial when Ukraini-
an companies engaged in trade with EU and other inter-
national partners. The Law of Ukraine No. 851-IV (2003,
amended in 2023) regulated the creation, storage, and legal
force of electronic documents, thus facilitating secure dig-
ital document exchange in foreign trade. Law of Ukraine
No. 1089-IX (2020, amended in 2025) provided the legal
framework for electronic communication networks and
services, which was essential for maintaining cybersecu-
rity and uninterrupted digital interaction in international
trade. These legislative acts formed a comprehensive meth-
odological framework for analysing the security dimension
of IT implementation in international trade.

The application of international standards such as ISO/
IEC 27001:2022 (2022) and the NIST Cybersecurity Frame-
work (n.d.) as methodological foundations for the security
aspect of the implementation of information technologies in
international trade in the development of foreign economic
activity was justified by their global recognition and practi-
cal significance in ensuring cybersecurity and information
protection. ISO/IEC 27001:2022 (2022) established the in-
ternational standard for information security management
systems (ISMS). Its implementation ensured systematic

risk management, continuous monitoring, and compliance
with global requirements for data confidentiality, integrity,
and availability. For enterprises engaged in international
trade, adherence to ISO/IEC 27001:2022 (2022) strength-
ened trust with foreign partners and provided evidence of
compliance with international security benchmarks. The
NIST Cybersecurity Framework (developed by the U.S.
National Institute of Standards and Technology) provided
a flexible structure for managing cyber risks based on five
key functions: identify, protect, detect, respond, and recov-
er. Its use helped businesses establish comprehensive secu-
rity processes, mitigate cyber threats, and ensure the resil-
ience of cross-border digital operations. By incorporating
ISO/IEC 27001:2022 (2022) and the NIST Cybersecurity
Framework (n.d.) into the methodological foundation, the
study ensured alignment with the best international prac-
tices. This not only complemented Ukrainian legislation
but also reflected the requirements of global trade partners
and international organisations, thereby enhancing the se-
curity and competitiveness of Ukrainian enterprises in the
global digital economy.

Results

In the context of globalisation and growing cyber threats,
the implementation of information technologies in inter-
national trade becomes a key factor in the effective devel-
opment of enterprises’ foreign economic activity. Ensuring
digital and information security, in turn, is a prerequisite for
maintaining the competitiveness and resilience of Ukrain-
ian business in global markets. According to T. Vasyltsiv et
al. (2017), R. Lupak (2019) and A. Zaverbnyi et al. (2024),
the key challenges can be grouped into several interrelated
areas. First, there is the instability of the IT infrastructure,
which reflects the insufficient digital maturity of enterpris-
es and the personnel; this issue will be addressed in more
detail later, but it is also compounded by the absence of
effective strategies for cyber defence development. A sec-
ond pressing concern is the imperfection of the existing
regulatory framework: the current legislation on protecting
commercial and personal information requires substantial
harmonisation with international standards and norms.
Equally important is the acute shortage of qualified per-
sonnel, as the lack of highly skilled IT specialists able to
integrate new solutions into enterprises’ foreign economic
processes hampers international trade; under martial law,
this deficit is exacerbated by the mobilisation of mainly
men, ongoing rocket attacks, civilian casualties, and inten-
sified emigration flows. Finally, the situation is aggravated
by a significant rise in cybersecurity threats, with a grow-
ing number of incidents aimed at disrupting supply chains,
stealing data, and substituting communications. It is a com-
prehensive, multi-level system of legislative and regulatory
acts aimed at protecting the information space and ensur-
ing the information sovereignty of the state. In the pro-
cess of developing information technologies in the man-
agement of international trade, priority should be given
to the general legal principles governing information and
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informatisation, integrating these principles into interna-
tional law. This will allow forming the basis for further in-
tegration of specific technological solutions.

The legal framework that establishes the key prin-
ciples of access to information, its use, and protection
comprises the national laws: the Law of Ukraine No. 675-
VIII (2015), the Law of Ukraine No. 1789-VIII (1992), the
Law of Ukraine No. 2155-VIII (2017), the Law of Ukraine
No. 2297-VI (2010), the Law of Ukraine No. 851-IV (2003,
amended in 2023), the Law of Ukraine No. 1089-1X (2020,
amended in 2025), among others. Collectively, these legal
acts form the foundation for the utilisation of informa-
tion technologies across various domains, including in-
ternational trade and foreign economic activity. It should
be emphasised that this legislative framework is subject to
ongoing amendments and additions, reflecting the need
to adapt to the international environment and the high
dynamism of digitalisation processes. Some amendments
are scheduled to be introduced during 2025. The Law of
Ukraine No. 675-VIII (2015) defines the organisational and
legal principles of e-commerce, including the procedure for
concluding electronic transactions, the legal equivalence
of electronic and written contracts, consumer rights, and
transparency regarding information about sellers and de-
livery. Its international component lies in the requirement
to comply with European data protection standards when
dealing with clients from the EU, which has significant im-
plications for companies engaged in cross-border trade.
The 2022 edition introduced new provisions, particularly
concerning the status of intermediary service providers,
such as operators, payment systems, and domain registrars.
Nevertheless, problematic aspects remain: the law lacks
comprehensive alignment with international practice and
UNCITRAL jurisdiction, which creates a regulatory lag.
Moreover, the boundary between the extensive liability of
sellers and the limited liability of intermediary service pro-
viders is not always clearly delineated.

The Law of Ukraine No. 1789-VIII (1992) regulates the
fundamental principles of access to information, including
the right to obtain, disseminate, and protect it. Although
the law does not contain explicit provisions on internation-
al trade, it allows for the application of principles aligned
with international information standards. Over the years,
the law has undergone continuous updates: for instance,
between 2010 and 2020, amendments introduced new
formats of digital interaction and refined terminology.
However, the law continues to face certain challenges: its
regulation remains highly fragmented, and it lacks mod-
ern provisions on digitalisation, particularly in relation to
e-commerce, big data, and related domains.

The Law of Ukraine No. 1089-IX (2020, amended in
2025) comprehensively regulates the field of electronic
communications, including the radio frequency spectrum,
the competences of public authorities, the rights, and re-
sponsibilities of market participants, and user protection.
The international dimension of this law is manifested in
the implementation of EU standards (notably the European
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Electronic Communications Code) as part of Ukraine’s As-
sociation Agreement with the EU. This ensures Ukraine’s
gradual convergence with the EU’s Digital Single Market.
The 2025 edition reinforced this alignment by introducing
provisions on general authorisation, out-of-court dispute
resolution, and equal conditions for operators. Neverthe-
less, several challenges remain, including Ukraine’s de-
pendence on the European regulatory framework, which
may complicate the process of transposition, as well as po-
tential conflicts between infrastructure regulation and the
regulation of e-commerce.

Looking forward, it is advisable to focus on the pros-
pects of intensifying the use of digital technologies in the
foreign economic activities of enterprises and organisa-
tions. Despite existing problems, risks, and threats, digital-
isation possesses considerable transformational potential.
In particular, the application of blockchain technologies
can ensure transparency and integrity of international
contracts, traceability of goods, and the prevention of doc-
ument falsification - factors of critical importance in tur-
bulent and high-risk conditions. Similarly, the use of big
data and advanced analytics in supporting the information
needs of international trade management among Ukrain-
ian enterprises enables more accurate forecasting of for-
eign markets, consumer behaviour, and risks of political or
economic destabilisation. The introduction and systematic
use of electronic document management systems, along-
side platforms such as EDI, ERP, and CRM, will greatly
simplify customs clearance, customs control, logistics, and
international financial settlements. In international trade,
EDI, ERP, and CRM can be integrated through a unified
security module that controls access, encrypts data, and
monitors incidents (Table 1). Furthermore, the adoption
of artificial intelligence and machine learning can facili-
tate automated decision-making in trade management,
risk management, customer servicing, and reputation
management (particularly crucial for enterprises entering
foreign markets for the first time). Finally, the use of cloud
technologies provides businesses with the ability to scale
up the foreign economic operations significantly, without
incurring substantial costs associated with developing and
maintaining proprietary IT infrastructures. The challenge
faced by most modern enterprises lies in the reliance on
outdated management methods in providing information
support for the business activities, particularly within the
framework of foreign economic operations. The adoption
of advanced, innovative approaches to business process
management, including international trade, is not gener-
ally prioritised within the strategic development agendas.
A number of enterprises are limited in utilising modern
accounting information systems alone. Such an approach
prevents these enterprises from promptly and compre-
hensively forecasting external environmental condi-
tions — critical when entering foreign markets — planning
international trade activities, evaluating the efficiency of
the business processes in the context of foreign economic
activity, and performing other tasks that are essential for
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contemporary management in online (real-time) mode.
To address these challenges, enterprises must first iden-
tify the key business processes and examine common
approaches to the automation and digitalisation. The
outcome of such an analysis will highlight areas requir-
ing improvement across the enterprise as a whole. These
improvements should be implemented with due regard to
the specificities of its international and foreign economic
operations. Effective management of such activities re-
quires the establishment of business processes tailored to
international trade conditions. In general, it is advisable
to analyse the information support of economic activity,
including international trade, in a systematic and staged
manner. This process should begin with the identification
of trade-related business processes, the allocation of points
of responsibility within these processes, and the map-
ping of information flows that accompany international
trade operations. When identifying business processes in

international trade, it is important to differentiate between
universal and specialised processes. Universal trade-relat-
ed processes are typically classified into the following cat-
egories: procurement of goods; value creation (formation
and delivery of services, or execution of works); and sales
of goods, services, or works. Specialised processes, by con-
trast, are enterprise-specific and relate to the management
of relationships with competitive customers. Since most
enterprises generally operate with a relatively limited cli-
ent base, maintaining effective and sustainable communi-
cation with customers is of particular importance. Enter-
prises systematically engaged in foreign economic activity,
and international trade in particular, continually require
diverse forms of information support for the business pro-
cesses, such as data on international market conditions,
fluctuations in exchange rates, and modifications in cus-
toms procedures. The principal interconnections between
these stages are presented in Figure 1.

Table 1. Detailed description of the use of EDI, ERP, and CRM in international trade
for the development of foreign economic activity with a focus on information security

Platform . . . .. Characteristics of the safety Description of potential risks in
Purpose in foreign economic activity . . . .
names aspect when using case of insufficient protection
Encryption of communication
channels (TLS, VPN) to
protect against interception of
commercial, customs, and other
Automation of electronic exchange of information. Authentication
commercial documents between partners of counterparties (electronic Interception/substitution of
EDI (invoices, customs declarations, delivery certificates, PKI) to prevent contract data. Unauthorised
notes, orders). Ensuring a unified data document forgery. Auditlogs | access to commercial and customs
format in international transactions to record the time, author, and information.
(EDIFACT, ANSI X12). content of transmitted documents.
Protection against MITM
attacks during international data
transmission through certified
EDI provider gateways.
Role-based access control (RBAC)
Centralised management of financial, to restrict access to confidential
logistics, production, and foreign data. Regular backups (in Compromise of financial and
economic activity processes. Integration | encrypted form) for recovery in foreign economic information,
ERP with customs and transport modules case of cyberattacks or failures. contract terms. Loss of data on
for the automation of international Anomaly monitoring (detection of |  inventories, delivery schedules,
transportation. Planning of currency | unauthorised changes in financial and other data on foreign
transactions, warehouse stocks, and and logistical data). Integration economic transactions.
export-import schedules. with SIEM systems for real-time
detection of security incidents.
Protection of customer personal
data in accordance with GDPR,
. . . CCPA, and the Law of Ukraine
Maintaining a database of international .
. . . No. 2297-VI Encryption of storage
clients and partners, tracking transaction . Leaks of customer and partner
. L and transmission of customer :
history, communications, and - . data can damage reputation
. . contact, financial, and foreign
CRM correspondence. Personalised marketing o . and even lead to fines. Use of
) - economic information. Access
campaigns for foreign markets. . hacked contacts for fraudulent
Lo . control (MFA, IP filtering) to . L. .
Communication support (email, VoIP, . transactions in international trade.
messengers, web forms) prevent unauthorised access.
Bers: ' Detection of phishing attacks on
employees who work with the
international customer base.

Source: compiled by the author based on Law of Ukraine No. 2297-VI (2010), S.P. Tron (2016), R. Lupak (2019), V. Glushchevsky et

al. (2023), Yu. Neustroiev (2025), T. Talakh & V. Talakh (2025)
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business processes
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processes and corresponding
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Figure 1. The recommended sequence of information support for the management of international trade
by enterprises in the context of development of the foreign economic activity, taking into account the security aspect
Source: supplemented and developed based on S.P. Tron (2016), R. Lupak (2019), V. Glushchevsky et al. (2023)

An important element of information support for the
management of international trade by enterprises in the
context of the development of the foreign economic ac-
tivity is the formation and implementation of information
security management systems (Fig. 1). Thus, the digitalisa-
tion of information support for international trade of en-
terprises is the process of introducing digital technologies
(primarily modern and efficient ones) into the processes of
collecting, processing, analysing, storing, and transmitting
data that ensure this activity of the enterprise. In foreign
economic activity, digitalisation primarily covers electronic
trading platforms, CRM systems, blockchain technologies
(usually only for logistics, but potentially can have a much
wider range of applications, as transparency and impos-
sibility of manipulation increases the level of reliability,
security, reducing risk, etc.), electronic document man-
agement, customs clearance systems, etc. Information and
economic security are a set of technical, organisational, and
legal measures aimed at protecting data from unauthorised

access (theft), distortion, and loss. And given the openness
of the global information space and martial law in Ukraine,
enterprises, entering foreign markets and operating in the
market, are particularly vulnerable to digital threats. Sum-
marising this research, systematise potential areas for en-
suring the digital security of enterprises engaged in foreign
economic activity, including international trade, in the cur-
rent turbulent economic environment.

The formation and further development of an effective
digital security system for businesses in Ukraine requires
a comprehensive approach that encompasses both inter-
nal regulations and integration with international stand-
ards. The implementation and use of ISMS in accordance
with international standards ISO/IEC 27001:2022 (2022)
or NIST Cybersecurity Framework (n.d.) provides
structured management of risks arising during the pro-
cessing and storage of information. In Ukraine, Nova
Poshta (n.d.) has obtained ISO/IEC 27001:2022 (2022)
certification, which has enabled it to guarantee the
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security of its customers’ personal data and ensure the trust
of its international partners. Globally, more than 44,000
organisations are certified to ISO/IEC 27001:2022 (2022),
confirming the universality and effectiveness of this tool.
Developing and implementing an internal cybersecurity
policy that includes regular employee training, improving
the digital literacy, and simulating phishing attacks is a
key measure in countering social engineering. The experi-
ence of the Ukrainian banking sector, in particular Privat-
Bank (n.d.), shows that phishing attack simulations and
online courses for employees have reduced the number
of successful attacks by 68% (Table 2). According to IBM
research, similar programs in global practice can reduce

this figure to 70% (Cost of a data breach report, 2025).
Systematic digital audits of partner platforms and supply
chains make it possible to identify weaknesses before ma-
licious actors exploit these vulnerabilities. An alternative
is blockchain technology, which ensures transparency
and immutability of transactions, eliminating the need
for regular audits, although it requires significant invest-
ment. The Ukrainian agricultural holding MHP is already
implementing blockchain in the control of logistics oper-
ations, which reduces data verification costs by more than
15%. Similar international solutions, such as those used
by Maersk (2022), have reduced data verification costs by
20% (About MHP, n.d.).

Table 2. Comparative analysis of measures for the formation and development of a digital business security system

Measures for the
formation and
development of a digital
business security system

Examples of implementation in
Ukraine

Expected effects of

International practice . .
implementation

Nova Poshta is certified according
to ISO/IEC 27001:2022 for the
protection of personal data and

partner trust

Implementation of ISMS in
accordance with ISO/IEC
27001:2022, NIST CSF

Over 44,000 organisations
are certified according to
ISO/IEC 27001:2022

Reduced risk of data leaks,
increased reputational resilience

Internal cybersecurity

policy with staff training of attacks by 68% through training

PrivatBank reduced the success rate

Minimisation of the human
factor, reduction of social

IBM: staff training reduces
the success rate of attacks

and 5};3}11;2% SztaCk and phishing simulations by 70% engineering threats
Digital audit of partners MHP implements blockchain in Maersk reduced data Transparency of supply chains

and supply chains / logistics control, reducing costs by verification costs by 20% carl di tec tio}ril of v&)lIr)l grabili ties
blockchain technology 15% due to blockchain Y

Use of modern security
measures (MFA,
encryption, NGAV,
monitoring)

prevented 95% of unauthorised
access attempts

SoftServe implemented MFA, which

Microsoft: MFA blocks 99%
of automated attacks

Increased cyber resilience,
reduced number of incidents

Participation in national
and international
cybersecurity programs

Cooperation between IT companies
and ECSO for information exchange
and solution testing

The Digital Europe program
funds cyber projects and
data exchange

Access to technologies,
coordinated response
mechanisms

Single incident response
centre

The State Centre for Cyber Protection
of the State Special Communications
Service reduces response time from

CERT-EU reduces incident
resolution time through
centralisation

Rapid detection, quick
neutralisation of threats

days to hours

Source: developed based on State Service of Special Communications and Information Protection of Ukraine (n.d.), PrivatBank (n.d.),
About MHP (n.d.), IIEA (n.d.), ISO/IEC 27001:2022 (2022), Maersk (2022), SoftServe (2024), Microsoft digital defence report

2024 (2024), Cost of a data breach report (2025), CERT-EU (2025)

The systematic use of modern information security
measures — multifactor authentication (MFA), data en-
cryption, the latest antivirus platforms with regular up-
dates, and user activity monitoring - significantly increas-
es companies’ cyber resilience. The Ukrainian IT company
SoftServe (2024) has implemented multifactor authentica-
tion on all internal services, which has prevented over 95%
of unauthorised access attempts. The Microsoft digital de-
fence report 2024 (2024) confirmed that MFA blocks over
99% of automated attacks.

Participation in national and international cyberse-
curity programs, particularly within the framework of
integration into the EU digital market, provides access
to advanced technologies and coordination mechanisms
for response. An example is the cooperation between
Ukrainian IT companies and the European Cyber Security
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Organisation (ECSO, n.d.), which allows for the exchange
of information about threats and joint testing of new secu-
rity measures (IIEA, n.d.). The creation of a single incident
response centre ensures the rapid detection and localisa-
tion of cyber threats. In Ukraine, this function is partial-
ly performed by the State Cyber Protection Centre State
Special Communications (2024), which cooperates with
private entities to reduce the response time to incidents
from several days to several hours. The similar experience
of CERT-EU (2025) in the European Union confirms the
effectiveness of a centralised response. The security aspect
of digitalisation of information support for international
trade of enterprises is extremely important. After all, it is
security challenges and threats that are the determining
barriers to the digital transformation of foreign econom-
ic activity, including international trade of enterprises.
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The main areas of security include: cyber hygiene for staff:
training employees to recognise phishing and social en-
gineering attacks; implementation of ISO/IEC 27001 and
NIST CSF standards in information security management
systems; two-factor authentication, encryption, and user
activity monitoring; creation of a single incident response
centre (CERT) at the enterprise or industry level.

It is advisable for businesses to carry out digital trans-
formation. This should be done taking into account the
principle of “security by default”. This is absolutely justified
under martial law, but it can also be used in the post-war
period of recovery and revival. Contracts with foreign part-
ners of Ukrainian companies should necessarily include a
provision (clause) on data/information protection. It may
also be advisable to create information security depart-
ments (costly and ineffective for small businesses), and to
engage external cybersecurity specialists (on an outsourc-
ing basis). Expanding the access of businesses (its entities)
to state digital platforms (in particular, Diia.Business, the
Single Window for International Trade, etc.) should be ac-
companied by strengthening security protocols at the glob-
al (national/state) level, etc.

Discussion

A. Drabovskyi (2025) research emphasised the impor-
tance of addressing cybersecurity and data protection (as
an integral part of a digital transformation strategy that
helps reduce risks and increase trust in innovative solu-
tions). And it is effective resistance management (To-
mashkov & Oherchuk, 2023; Drabovskyi, 2025) that is a
critical factor in the processes of introducing new technol-
ogies and management methods. By overcoming internal
barriers, an organisation can achieve high competitive-
ness in the digital economy. It was worth agreeing with
A. Drabovskyi (2025) that in order to ensure sustainable
development and modernisation of an enterprise, it is nec-
essary to implement comprehensive strategies focused on
continuous improvement, innovation, and adaptive man-
agement, which allow responding to modern challenges
and effectively utilising the potential of digital technolo-
gies. V. Tsopa (2023) carried out a detailed risk assessment
in the studies. The authors of the present study agreed with
V. Tsopa (2023) that risk (in all spheres of life) is inherent
in every process and, under market conditions, is linked
to the results of economic activity. V. Tsopa (2023) clearly
defined the conceptual framework of risk, in particular the
causes, consequences, and objects of risk.

In the research, O. Lyzunova et al. (2025) noted that the
use of digital technologies allows enterprises to optimise
the processes of documenting foreign trade operations, re-
duce the risks of errors and fraud, and ensure compliance
with international standards. However, O. Lyzunova et
al. (2025) narrowed the research to the field of accounting.
It is worth agreeing with O. Lyzunova et al. (2025) that the
intensification of innovation contributes to improving the
quality of analytical information used for management de-
cision-making, reducing the time required to process large
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amounts of data, and facilitating the monitoring of financial
flows and interaction with counterparties from different
countries. O. Lyzunova et al. (2025) linked the future of dig-
italisation of foreign economic activity with the widespread
use of artificial intelligence and big data, which will increase
the accuracy of forecasting and automate decision-making.
Process automation, transparency, and speed of work sig-
nificantly increase the efficiency of foreign economic activ-
ity management. Scientists point out that successful digital-
isation will allow enterprises not only to adapt to modern
conditions, but also to become leaders in the industries.

Yu. Neustroiev (2025) stated in the research that eco-
nomic security is a dynamic state (which is constantly
influenced by numerous variables) and requires the sys-
tematic application of specialised criteria, indices, and
indicators capable of accurately reflecting the state of eco-
nomic stability and risks, as well as vulnerability factors.
Similar views were presented in a study by A. Tkachenko &
D. Mezherytskyi (2023) where the authors emphasised that
strengthening economic protection mechanisms is a neces-
sary condition for maintaining business sustainability and
stability in conditions of uncertainty. This is consistent with
this research. Yu. Neustroiev (2025) also argued that inno-
vation is an effective tool for ensuring a country’s economic
security, as it can significantly increase competitiveness in
the international market. This is a reasonable conclusion.
The author also pointed out that it is innovation that initi-
ates the development of socially responsible business, con-
tributes to the prosperity of individual enterprises and local
communities, and creates conditions for strengthening the
national economy. This was confirmed by global practice.
While innovation plays a decisive role in the development
of developed countries’ economies, it is also necessary to
take into account that some innovations can have negative
environmental consequences, which must be calculated
and balanced within the framework of economic security.

E-commerce constitutes a significant share of inter-
national trade, and this component demonstrates a steady
growth trend. The issues of e-commerce are addressed in
the works of A.U. Rehman et al. (2022) and S. Kniaz et
al. (2023). The authors’ definition of the characteristics of
e-commerce in relation to warranty servicing and custom-
er support was considered accurate. The authors of this
scientific study quite reasonably proposed that, in order to
improve the system of servicing and warranty support for
consumers in the field of e-commerce, it is advisable to im-
plement a customer loyalty programme; enhance the qual-
ifications of personnel (particularly employees of service
centres); improve delivery services through high-quality
packaging of goods by applying innovative solutions; and
introduce the option of payment upon delivery for pur-
chased goods (as an element of strengthening economic
security and corporate reputation).

An important achievement is the mechanism pro-
posed by I. Rudenko (2023) for integrating logistics mar-
keting and information management into the strategic de-
velopment of enterprises. The structure of the mechanism
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provides for the inclusion of a marketing module, an in-
formation management module, analytics and control,
a logistics module, and a customer service module. It is
worth agreeing with the author I. Rudenko (2023) that the
implementation of this mechanism will enable the enter-
prise to achieve strategically important results, in particu-
lar: reduction of production costs, increase in customer
loyalty (especially international customers), increasing
the flexibility of the supply chain, and ensuring a quick re-
sponse to changes in the markets (domestic and foreign).
H. Anishchenko et al. (2025) analysed the system of ac-
counting and information-analytical support for managing
the process of restoring the resource potential of agricul-
tural enterprises, which constitutes an important element
in the implementation of information technologies in in-
ternational trade. This interpretation was considered valid.
In the study, M.S.A. Alsheyab (2025) examined the advan-
tages of electronic transferable records as a step towards the
digitalisation of cross-border trade. This represents a cru-
cial component of the digitalisation of international trade
in conjunction with the domain of security. It is essential
to emphasise the importance of digitalisation as a driving
force for the sustainable development of enterprises within
the European vector (Blakyta et al., 2025). The validity of
this element is acknowledged for the effective advancement
of the digitalisation of international trade, as it contributes
significantly to the sphere of security in the implementa-
tion of international trade.

M. Blikhar et al. (2023) investigated shadow economy
vs economic security: trends, challenges, prospects. Fully
agree with the close interconnection of these factors. The
results of the study of the dynamics of the integral indi-
cator of the shadow economy and changes in real GDP in
Ukraine are important, and the volume of official GDP cre-
ated by shadow wages has been estimated. Forecasts of the
shadow economy and poverty levels for the coming years
have been made, and growth trends have been identified. It
has been established that the growth of the shadow econ-
omy has a significant impact on the poverty rate of the
population. M. Bortnikova & S. Slipachuk (2025) analysed
improvement of new management technologies implemen-
tation at enterprises in the conditions of foreign economic
activity in the research. The proposed reengineering imple-
mentation technology is quite relevant in scientific work.
It provides an opportunity to carry out comprehensive
preparation for the implementation of business processes,
to assess the feasibility of introducing a new mechanism in
terms of identifying the costliest measures and the safety
of the application. And it is the implementation of reengi-
neering that is a strategic decision that will increase the
efficiency, competitiveness, and adaptability to changes of
Ukrainian business. This is important in the context of Eu-
ropean integration and the expansion of foreign trade.

Key factors of the impact of digitalisation on entrepre-
neurship were reflected in the work of V. Glushchevsky et
al. (2023), highlighting the importance and signifi-
cance. The conducted study demonstrated the impact of

economic digitalisation on entrepreneurship, reshaping
the business landscape and opening new opportunities for
entrepreneurs. The analysis of factors influencing entrepre-
neurship in the course of economic digitalisation, with due
consideration of security aspects, provided a deeper under-
standing of these transformations and the implications for
business, including international business. Among the key
factors identified in this research were technological pro-
gress, the spread of digital technologies, shifts in consumer
behaviour, e-commerce, globalisation, and transformations
in business models. This recognition of influential factors
underlined the necessity of a structured approach for en-
trepreneurs seeking to leverage digital opportunities. Of
particular importance is the recognition of the influence
of these factors on the modern business environment, en-
abling entrepreneurs to adapt to new conditions. A signif-
icant outcome of the study was the proposed classification
system of the examined factors, based on two criteria: the
type of interaction with enterprises (internal and external),
and the sphere of influence (technological, socio-econom-
ic, and organisational). Such classification provided a clear
framework for understanding challenges and opportunities
arising from economic digitalisation, supporting more in-
formed strategic decisions.

Scientific works on managing the risks of introducing
information technologies into international trade in the de-
velopment of foreign economic activity are also important.
This was reflected in the studies of K. Hrabina & V. Shend-
ryk (2023), which indicated that, in order to ensure man-
agement efficiency, it is advisable to apply risk management
of IT projects with due consideration of threats and oppor-
tunities. In this context, risk management becomes an in-
tegral part of enterprise strategy under conditions of global
digitalisation. The assertion of O. Melnyk & D.-I. Yakym-
ets (2025) that the establishment of a risk management sys-
tem constitutes a key factor in the successful integration of
Ukrainian enterprises into the European economic space
is valid. The development and implementation of a risk
management framework for the foreign economic activity
of enterprises under conditions of European integration —
based on the application of advanced tools for risk iden-
tification, assessment, and optimisation — should be con-
sidered a strategic priority for enterprises seeking success
in global European markets. The importance of forming
a risk management system during the implementation of
information technologies in international trade when de-
veloping foreign economic activity was also emphasised
by U. Savkiv et al. (2022). Taken together, these studies
highlighted the centrality of risk frameworks in ensuring
stability and competitiveness for enterprises operating in
international markets.

Micro-level issues have not been sufficiently re-
searched, as noted in the works of B. Ilychok et al. (2024).
The authors demonstrated that the dynamics of the shad-
ow economy indicators in Ukraine are inconsistent with
the goals and objectives of the Economic Security Strate-
gy of Ukraine for the period up to 2025. Addressing these
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inconsistencies is critical for enhancing monetary policy
and reinforcing state governance. The measures proposed
for minimising the negative factors of influence provide a
basis for improving the implementation of monetary policy
and enhancing the effectiveness of state governance in en-
suring Ukraine’s currency security. O. Likhota (2025) had
examined the impact of international cooperation, particu-
larly with the EU, and identified relevant factors for con-
sideration in the formulation of economic security policy.
I. Nazarova (2023) noted that developers of international
regulatory frameworks strive to keep pace with econom-
ic progress by expanding the scope of the concept of the
electronic document, resulting in international interpreta-
tions that are better aligned with contemporary standards
of partnership relations, without requiring visual legibility
for human perception or attachment to a physical medi-
um. These findings emphasised the interconnectedness
of international cooperation, regulatory adaptation, and
enterprise security in the context of global digitalisation.
The challenges of introducing information technologies
into international trade were highlighted in the works of
O. Kibik et al. (2022). The interpretation regarding the use
of modern e-commerce methods, digital platforms, and
blockchain to provide companies with new advantages and
opportunities is timely and valid. Integrating these inno-
vations into enterprise strategy allows for both immediate
gains and long-term competitiveness. Enterprises adopting
a strategic development approach that combines innovative
methods, analysis of internal and external resources, and
adequate adaptation to the realities of the digital economy
achieve significant results. Organisations such as the Eu-
ropean Commission, and coordinating bodies such as the
Steering Committee for the Implementation of the e-Gov-
ernment Action Plan, play a crucial role in creating a forum
for engaging all key stakeholders, with the participation of
private legal entities ensuring market adoption of outcomes
(Schmidt & Krimmer, 2022).

The importance of information provision as an ele-
ment of enhancing the economic security of enterprises
was also emphasised by T. Talakh & V. Talakh (2025). Prop-
erly structured information channels become a backbone
for informed decision-making and risk management. The
application of advanced European experience in the im-
plementation of information technologies in international
trade in the development of foreign economic activity is sig-
nificant in Ukraine, as reflected in the works of C. Schmidt
& R. Krimmer (2022) and T. Zubko et al. (2021). Based on
modelling, a statistically significant correlation has been
identified between the indicators of information volume
and related services, and the volumes of trade, confirm-
ing the dependence of economic security of trading enter-
prises on digitalisation. The proposal to complement the
existing methodology for assessing the economic security
of trading enterprises with indicators reflecting the impact
of digital technologies is particularly important. This ap-
proach ensured that evaluation frameworks remain rel-
evant in a rapidly evolving digital business environment.

Zaverbnyj

The development of Economy 4.0 as an element of trade
digitalisation, including international trade, is analysed
in V. Makedon & O. Mykhailenko (2024). The impact of
Economy 4.0 on global logistics operations of transnational
corporations highlighted its relevance for the implemen-
tation of information technologies in international trade,
although the security aspect remains unaddressed. Global
crises, such as the COVID-19 pandemic, armed conflicts,
and climate change, significantly impact logistics, leading
to declines in international trade indicators. Wars, such as
the war in Ukraine, increase costs and delivery times, while
heightening risks of loss or damage due to the necessity of
bypassing conflict zones. Climate-related challenges exac-
erbate risks associated with freight transport. In response,
modern transnational corporations adopt innovative solu-
tions to enhance customer convenience, optimise delivery
routes, and track cargo efficiently. Investment in innova-
tions aimed at modernising logistics is steadily increasing,
providing considerable competitive advantage to actively
investing corporations. Despite significant achievements
in researching the implementation of information tech-
nologies in international trade, the security aspect remains
somewhat overlooked in the development of foreign eco-
nomic activity.

Conclusions
The analysis of the choice, implementation and further use
of IT in the activities of enterprises revealed a number of
problems/threats to the use of IT, the specifics of the appli-
cation, etc. The main ways to solve (resolve) these problems
should be the following: changing the traditional outdated
information system at enterprises; convincing the manage-
ment (especially the top management) of the urgent need to
invest in modern IT systems for managing strategic poten-
tial through a feasibility study; clearly defining strategic and
tactical goals and objectives of the IT system of enterpris-
es; developing and using an effective system for managing
the strategic potential of enterprises, taking into account
digital transformation, enhancing the level of information
security, integrating innovative technologies, and fostering
an adaptive organisational culture capable of ensuring sus-
tainable development in a dynamic competitive environ-
ment. Enterprise information technologies have become
high-speed virtual machines for solving various issues, in-
cluding in international trade. By actively and systematical-
ly using IT technologies, Ukrainian enterprises will be able
to increase the competitiveness, as well as the competitive-
ness of goods sold, services provided, and work performed.
A comparative analysis of measures to establish and
develop a digital business security system has revealed
positive and effective results in Ukraine, namely: Nova
Poshta is certified according to ISO/IEC 27001 for the pro-
tection of personal data and partner trust; PrivatBank re-
duced the success rate of attacks by 68% through training
and phishing simulations; MHP implements blockchain in
logistics control, reducing costs by 15%; SoftServe imple-
mented MFA, which prevented 95% of unauthorised access
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attempts. With regard to foreign experience, it can be stat-
ed that over 44,000 organisations are certified according to
ISO/IEC 27001; IBM: staff training reduces the success rate
of attacks by 70%; Maersk reduced data verification costs
by 20% due to blockchain; Microsoft: MFA blocks 99% of
automated attacks. In general, for the effective functioning
of an enterprise (not only in the context of foreign econom-
ic activity), it needs to form a secure information system
that would be able to meet all the complex needs of the en-
terprise for a long time. Given the dynamism of the global
economic environment, security aspects, the growing role
and importance of the use of digital technologies in for-
eign economic activity (in particular, international trade),
further research should be directed to the following areas:
assessing the level of effectiveness of digital solutions in
foreign economic activity; detailing and analysing the im-
pact of specific information technologies (ERP systems,

blockchain platforms, electronic identification systems,
etc. to increase the operational efficiency of international
trade of enterprises; formation of the digital ecosystem of
international trade of Ukraine; research of the possibilities
of creating integrated national, sectoral IT platforms, IT
clusters to coordinate export-import activities, taking into
account the world practices of digital regulation; modelling
the risks of cyber threats in international trade, etc.
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AHoTaLif. MeToro cTarTi 6Y/10 ZOCTIIKEHHS Ta pO3BUTOK iHPOPMALiTHOTO 3a6e3eYeHHs! yIPaBIiHHA MKHAPOIHOI
TOPTiB/IEI0 YKPAIHCHKMMM IiATIPUEMCTBAMY 32 YMOB PO3BMBAHHA iX 30BHIIHbOEKOHOMIYHOI [iA/IbHOCTI i3 BpaXyBaHHAM
0€e3IIeKOBOTO aCIeKTy. TeopeTMKO-MeTOROIOriuYHI OCHOBM [IaHOTO MOCHIifKeHHSA OasyBajucs Ha 3acTOCYBaHHI
KOMIUIEKCHOTO MDKIMCUMIUIIHAPHOIO IIAXORY, KOTpMil edeKTVBHO IIOEJHAB €KOHOMIYHY Teopilo MDKHapomHOI
TOpriByi, iHpopManiiiHy i ekOHOMIUHY Oesneku, yIpaBliHHA pusukamy, Iudpose TpaHchopMmyBaHHA. OCHOBHUMMU
MeTOJaMM BUCTYIIA/IV: CYUCTEMHMII aHasIi3, IOpiBHA/IbHe NOCTIIPKeHH:, aHalidyBaHHA LudposisyBanHA. [IposefeHo
OIJIAJ JITepaTypHUX JpKepesl Ta IpaBoBoi 6asy 3a IPOoOIeMATUKOI 3alpOBA/PKeHHA iHHOBALIIHUX iH(popMaLitH1X
TEXHOJIOTil y MDKHApPOJHY TOPIiBIIO YKpalHCBKMX IINPMEMCTB, IX Oe3leKkoBMil acleKT. Y po6oTi 3a3HadyeHo,
mo Oes3IeKoBMII acneKT LudpoBi3yBaHHA iHpopMaliliHOro 3a0eslnedeHHS MIDKHApPOZHOI TOPriBli yKpalHCHKMX
HiIpUEMCTB Ma€e CyTTeBe 3HaueHHA. CaMe 0e3IIeKOBi BUK/IMKYU Ta 3arpo3y BUCTYNAIOTh BM3HAYaIbHUMU Oap’epamu
w1 nudpoBoro TpaHcHOpPMYBaHHA 30BHIITHOEKOHOMIYHOI Ais/IBHOCTI, 30KpeMa MbKHapOIHOI TOPriB/Ii MiAIpUEMCTB.
Poskpuro 0co6mMBOCTi BUKOpUCTAaHHA iH(POPMALifHIX TeXHOJOT} y 30BHIIITHbOEKOHOMIUHINl AiANBbHOCTI, 30KpeMa
B KOHTeKCTi um¢ppoBoro TpanchopMyBaHH:A, KibepOesneku, peryraTopHoi BifnmosigHocTi. OKpecieHo HmepcleKTUBY,
110 BiIKPMBAIOTHCs 3aABAAKM IHTETPYBAHHIO uM(’ppOBI/[x pillieHb, TaKMUX AK €IeKTPOHHI HIIaT(bopMM, 6JI0KYelH, big
data, wTy4Huir intenekr. PospobneHo mpomosunii mjomo mimBuieHHA piBHA iHpopManiiHOI Oesleky B yMOBax
r1o6aisyBaHH:A, [U(PPOBi3yBaHHA CBITOBUX TOPrOBE/IbHIX BITHOCKH. 3alIPOIIOHOBAHO IIOCIiIOBHICTD iH(OopMaLiliHOrO
3a0e3leyeHHs YIpPaBIiHHA MDKHAPOJHOIO TOPIiB/Iel0 YKPAaiHCBKUMM IINPUMEMCTBAMM 3a YMOB pPO3BMBaHHA IX
30BHIIIHPOEKOHOMIYHOI [if/IbHOCTI i3 BpaXxyBaHHAM 0e3IEeKOBOIO acleKTy. BusHadeHo indopmaniiiHi cucremn, sAki
€ 3JATHMMM OLiHIOBAaTU KOHKYPEHTHE CEpelOBMILE, BPaXOBYBaTU BCi BaXK/IMBI /IA IMiZIPUEMCTB MaKPOEKOHOMIYHi,
incTuTyniiHi, MipkpoexkoHoOMivHi, Oe3mekoBi Ta iHImI (akTOpM PUHKY, BUMIpPIOBAaTH, OILIHIOBAaTH, IIPOTHO3YBaTU
KOHKYPeHIIilo B rajysi, B KpaiHi, B perioHi, TeXHOJIOTi4He BifjcTaBaHHA, IOTPeON KIIEHTIB (IepemyciM Iie CTOCYeThCsA
HOBMX, IIPM BUXOJi Ha iHO3eMHI pI/IHKI/I), 3aMOBHMKIB. BcTaHoBieHo, mo m1a 3abesnedeHHs edoeKTMBHo'l' pO60TI/I
HiAIpyeEMCTBa, 30KpeMa B YMOBaX 30BHIIIHbOEKOHOMIYHOI AisIbHOCTI, HEOOXifHO CTBOPUTU HaZiliHY iHpOpMaNiiiHy
CHCTEMY, 3[JaTHY TPUBaIUII 9ac 3a/JOBOJIbHATU KOMIUIEKCHI IIOTpeOu HmifjIpueMcTBa
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Abstract. In the context of rapid development of digital technologies, the financial sector is undergoing significant
transformations under the influence of financial technologies (fintech), which are becoming a driver of innovation in
the banking sector. The aim of the study was to investigate the role of fintech in the digital transformation of the banking
sector and the peculiarities of its impact on the interaction between fintech companies and traditional banks. To achieve
this goal, the methods of scientific abstraction, structural decomposition analysis, synthesis, logical generalisation, as well
as content-comparative and logical-prognostic methods were used. The results of the study showed that fintech services
are significantly transforming the financial market, increasing the accessibility, speed and personalisation of services. In
Ukraine, the growth in deposits after the banking crisis is associated with the development of mobile banking and the
emergence of neobanks, in particular Monobank. It has been established that the digitalisation of banking services has
contributed to the reorientation of customers towards current accounts and non-cash transactions. Fintech companies
have become an important factor in increasing competition in the short-term lending segment, which has encouraged
banks to reduce application processing times and introduce scoring systems. Despite this, banks remain dominant in
the field of long-term loans, including mortgages. An analysis of international experience (USA, EU, China) has shown
that the most effective development model is a combination of competition and cooperation between banks and fintechs.
In Ukraine, a symbiotic model is taking hold, where fintechs and banks cooperate through APIs, joint products and
platforms. The results showed that the introduction of fintech solutions did not displace banks, but rather accelerated their
digital transformation and contributed to an increase in public confidence in the financial system. The practical value of
the work lies in the formulation of recommendations for the integration of fintech solutions into banking processes, which
will contribute to improving the efficiency of financial services and the development of the digital economy. The reported
results can serve as a basis for further research in the field of digital innovation in the financial sector

Keywords: digital transformation; banking sector; digitalisation; neobanks; lending; deposits

Introduction

In the context of global digitalisation, where the latest and increased competition among market participants
technologies are penetrating all spheres of public life, the  are powerful incentives for the introduction of innovative
financial system has undergone significant transforma-  solutions. As noted by V. Khaustova et al. (2024), the digi-
tions. Changes in consumer behaviour patterns, growing  tal economy is shaping new rules of the game for financial
demand for fast and convenient access to financial services,  institutions, forcing them to adapt to new realities, review
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business models, implement digital technologies, and seek
new approaches to improving customer service efficiency.
The development of financial technologies (fintech) has
gained significance, covering a wide range of solutions —
from digital wallets and mobile applications to blockchain
platforms and automated lending systems. Fintech com-
panies that provide financial services using information
technology (IT) are gradually changing the structure of the
market, creating both new opportunities and risks. The ad-
vantages of fintech include fast transactions, 24/7 service
availability, lower transaction costs, and personalised ser-
vice. At the same time, challenges are growing in the areas
of regulation, personal data protection, fraud prevention,
and ensuring the stability of the financial environment. As
emphasised by G. Garg et al. (2023), it is the combination
of highly dynamic technological innovation and insufhi-
ciently developed regulatory mechanisms that determines
the ambivalent nature of fintech’s impact on the traditional
banking system.

N. Del Sarto & P.K. Ozili (2025) identified fintech as
one of the key factors in promoting financial inclusion in
developing countries. The authors emphasised that digital
services make it possible to overcome barriers to access to
financial services in remote regions and among vulner-
able population groups. This contributes not only to an
increase in the overall level of financial inclusion, but also
to increased economic activity at the micro level. Another
large-scale review was presented in the work of J.A. Jafri et
al. (2025), which identified the dominant themes in fintech
research. The focus was on digital payments, mobile wal-
lets, blockchain, and personalised and fast lending. It was
noted that most publications focused on the practical as-
pects of technology application, while the issue of interac-
tion between banks and fintechs was considered fragmen-
tarily. As T. Staverska et al. (2023) point out, the relevance
of financial technologies lies in their ability to improve and
simplify financial services, ensuring greater accessibility
and efficiency of financial management in the context of
digital transformation.

Researchers B. Fejes & M. Stocker (2024) substantiated
the positive impact of digital innovations at the micro level,
in particular on the competitiveness of financial organisa-
tions. According to their research, additional investments
in IT lead to increased productivity, customer base growth,
and improved financial performance of banks. Thus, some
studies focus on the internal efficiency of banking institu-
tions, while others emphasise broader challenges, including
regulatory and technological aspects, among which block-
chain plays an important role. H. Biju et al. (2024) identi-
fied key research clusters, including regulatory issues, cy-
bersecurity, digital platform infrastructure, and the social
implications of fintech adoption. The study by A. Alamsyah
& S. Syahrir (2024) systematised the advantages of block-
chain technology for the financial industry - transparency,
immutability of records, contract automation - and at the
same time highlighted the potential risks associated with
scalability, regulation and legal uncertainty.

Ukrainian researchers have also joined in analysing the
impact of fintech on the national financial sector. H. Zho-
san & O. Smolkina (2024) examined the adaptation strate-
gies of fintech companies in the context of war and changes
in consumer behaviour during the crisis period. The work
of A. Semenog et al. (2023) analysed the specifics of how
neobanks operate in Ukraine, in particular their marketing
strategy, technological flexibility, and problems related to
the regulatory framework and consumer distrust of digi-
tal financial solutions. These works laid the foundation for
further discussion of the regulatory environment, which
was also actively analysed by other Ukrainian research-
ers. The issue of the regulatory environment was explored
by B. Pshyk & U. Hrudzevych (2023) and S. Reverchuk
& O. Tvorydlo (2023), who emphasised the need for bal-
anced state supervision of fintech innovations. R. Zhurko &
Y. Shcherbak (2025) emphasised that the key challenges for
Ukraine remain the integration of fintech into the banking
system and overcoming institutional barriers.

There was a consensus in the scientific literature on the
role of fintech as a factor in the transformation of financial
markets. It was noted that fintech companies act as a cata-
lyst for changes in consumer behaviour, modifications to
business processes and the emergence of new service deliv-
ery channels. However, questions remain about the nature
and depth of the impact of fintech services on traditional
banks, especially in countries with transition economies.
The consequences of digitalisation for financial stability,
the mechanisms for adapting banking institutions to the
challenges of fintech competition, and the ways of regula-
tory response remain insufficiently studied. In view of the
above, the aim of the study was to conduct a systematic
analysis of the impact of fintech services on the activities of
traditional banks in the context of digital transformation.
The objectives of the study were to identify the key areas of
this impact and to determine the specifics of the interaction
between banks and fintech companies in Ukraine in com-
parison with global trends.

Materials and Methods

The study was based on a combination of general scientific
and specialised methods, which ensured a comprehensive
assessment of the impact of fintech services on the activi-
ties of traditional banking institutions. Each method car-
ried a specific functional role within the research logic,
which included theoretical reflection on the problem, anal-
ysis of empirical material, comparative analysis of interna-
tional experience, and the generalisation of key trends in
the digital transformation of the financial sector. General
scientific methods, in particular the dialectical and sys-
temic approaches, made it possible to examine economic
phenomena in their development, interconnection, and in-
terdependence. The dialectical method was applied to ana-
lyse the interaction between banks and fintech companies
under dynamic socio-economic conditions, which enabled
the identification of patterns in the transformation of bank-
ing business models. The systemic approach allowed the
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banking system and the fintech ecosystem to be viewed as
interconnected elements of a single financial environment,
thereby facilitating the identification of mechanisms of
competition and cooperation among market participants
and the evaluation of their combined impact on the stabili-
ty and efficiency of the financial sector.

Statistical analysis was based on official reports and
Supervisory Statistics of the National Bank of Ukraine
(NBU), which made it possible to assess the volume of as-
sets and their growth rates in leading Ukrainian banks dur-
ing 2023-2025 (Supervisory data, n.d.; NBU focuses on in-
novations..., 2019; NBU annual report 2019..., 2020; NBU
annual report 2020..., 2021; Banking sector review, 2021;
NBU annual report 2021..., 2022). For the analysis, ten
banks were selected that play a key role in the banking sec-
tor, including both state-owned and private institutions, as
well as systemically important ones: JSC CB PrivatBank,
JSC Oschadbank, JSC Raiffeisen Bank, JSC UNIVERSAL
BANK (Monobank), JSC SENS BANK, JSC PUMB, JSC
UKRSIBBANK, JSC Ukreximbank, JSCB UKRGASBANK,
and JSC OTP Bank. This selection made it possible to cover
diverse business models, forms of ownership, operational
scales, and levels of fintech integration. The analysis of asset
dynamics provided the empirical basis for substantiating
how exactly the implementation of fintech solutions influ-
ences asset structures, profitability, and banking strategies.
To evaluate the cost of key financial services of traditional
banks and fintech companies in Ukraine, data from official
tariffs for 2024 were used. The analysis was carried out ac-
cording to the following criteria: loan interest rates, trans-
fer fees, and account maintenance costs (Monobank, n.d.;
Credit card with free service..., n.d.; PrivatBank has almost
equated..., 2023; Bilous, 2024; Sakhno, 2024). For clarity,
the results were presented in tabular form and summarised
using graphical visualisation methods.

To assess the specificity of the Ukrainian experience,
a content-comparative analysis was conducted with in-
ternational examples. Three representative cases were se-
lected: the United States, as an example of a country with
a highly developed consumer lending market and active
competition between the private fintech sector and tradi-
tional banks; the European Union, as an integrated finan-
cial space with regulatory encouragement of open banking
(PSD2) and the development of neobanks; and China, as
a case where fintech is developing under the leadership
of BigTech companies (Alipay, WeChat Pay), with a high
level of digital payment penetration and significant state
regulation. The choice of China was motivated by its
model of combining private innovation with state con-
trol, which contrasts with the liberal approach of the USA
and the regulatory integration in the EU. This approach
provided a multidimensional comparison and enabled a
more thorough assessment of the specific features of the
Ukrainian market within the global context. The compar-
ison made it possible to determine the maturity level of
the fintech environment, the specifics of consumer behav-
iour, the degree of regulatory integration, and the scale of
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bank-fintech partnerships in each country. The logi-
cal-forecasting method was applied at the final stage of the
study to formulate assumptions about the future dynamics
of bank-fintech interaction.

A structural-functional analysis was employed to de-
termine the role of individual fintech products in trans-
forming banking business models, in particular mobile
applications, virtual cards, and instant payment services,
which made it possible to identify the most influential
functions of banking institutions. The forecasting method
was used to develop scenarios for the further development
of the fintech industry and its impact on banking activities.
Extrapolation of trends, combined with consideration of
global drivers such as open banking, artificial intelligence,
and big data, made it possible to outline possible directions
for the transformation of the financial sector. Content anal-
ysis of scientific sources was applied to critically examine
publications, materials from international conferences, and
analytical reports. This method enabled the systematisation
of theoretical approaches to fintech and their correlation
with practical aspects of the functioning of the banking
system. The use of a comprehensive approach ensured the
integrity of the study, the integration of theoretical and em-
pirical data, and the formulation of scientifically ground-
ed conclusions regarding the role of fintech services in the
transformation of banking institutions.

Results and Discussion

Fintech is the implementation of the latest digital technolo-
gies in the field of finance to provide customers with more
convenient and efficient services. Unlike traditional banks,
fintech companies mainly operate online, without physical
branches, using mobile applications and internet platforms.
This approach offers a number of advantages. According to
estimates by international regulators, the development of
fintech reduces the cost of financial services and expands
access to them for previously underserved populations (Fi-
nancial Stability Board, n.d.). In Ukraine, fintech is seen
as a driver of digital transformation in the financial sec-
tor, making services simpler and more accessible to cus-
tomers (NBU focuses on innovations..., 2019). Other key
advantages of fintech solutions include speed (transactions
are carried out faster), the ability to use services 24/7 from
anywhere, a more personalised approach, and innovative
products (e.g., mobile wallets, P2P transfers, crowdfund-
ing loans, etc.). As a result of competition from fintech,
traditional banks are forced to modernise - expand online
services, implement remote customer identification and
collaborate with technology companies to meet growing
consumer expectations. Between 2017 and 2024, the vol-
ume of deposits in Ukrainian banks increased significantly,
facilitated by both the overall stabilisation of the banking
system and the spread of fintech platforms, which simplified
the process of attracting deposits. After the banking crisis
of 2014-2016, public confidence began to recover. In 2019,
the volume of hryvna deposits of the population increased
by 17.5%, and foreign currency deposits by 15.4% (Fig. 1).
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Figure 1. Growth in hryvna deposits of the population

Source: Banking sector review (2021)

The emergence of the first neobanks - digital banks
without branches - was a notable factor. In particular,
Monobank, a mobile bank, began operating in Ukraine in
2017 and attracted 3.8 million customers in less than five
years, covering 35% of mobile banking users in the country
(Rogalskiy, 2021). Due to the ease of opening accounts via
the app and attractive terms, such fintech banks stimulat-
ed the inflow of funds into the banking system. Traditional
financial institutions responded by expanding their online
services and launching their own digital products to retain
customers. The COVID-19 pandemic accelerated the in-
flow of funds into accounts in Ukraine. In 2020, when ac-
cess to branches was limited, many customers switched to
remote financial management. As a result, hryvnia deposits
of households grew by a record 26.5% over the year (com-
pared to +17.5% in 2019), with growth mainly driven by
demand deposits (current accounts) (NBU annual report
2020..., 2021).

On the other hand, the population hardly increased its
investments in foreign currency deposits (+0.6% in dollar
terms), preferring liquidity. In 2021, the trend continued:
Ukrainians kept more and more of their savings in current
accounts at banks, with demand deposits reaching a historic
high of 57% of all deposits held by individuals (NBU annual
report 2021..., 2022). This means that more than half of the
population’s funds in hryvnia are in card and current ac-
counts, from where they can be spent instantly through dig-
ital services. The popularisation of mobile applications and
cashless payments from fintech companies has directly in-
fluenced this structure: customers have started to place less
money in long-term deposits and keep more of it available
for online transactions. It is worth noting that despite com-
petition from non-bank fintech products (e-wallets, cryp-
tocurrencies, etc.), the total deposit portfolio of Ukrainian
banks has not decreased but, on the contrary, has grown at
an accelerated pace, as can be seen from the data in Table 1.

Table 1. Deposit portfolio of individuals in the 10 largest banks of Ukraine for 2023-2025, thousand UAH

Bank Indicator Growth (decline) rate %
2023 2024 2025 2024 2025
JSC CB “PrivatBank” 333,937,113 391,513,964.1 438,047,392 17.24 11.89
JSC “Oschadbank” 166,734,768 188,332,626.8 210,186,016 12.95 11.60
JSC “Raiffeisen Bank” 57,247,770.7 59,923,897.06 70,735,781 4.67 18.04
JSC “UNIVERSAL BANK” 49,214,589.8 65,027,331.34 81,738,092.2 32.13 25.70
JSC “SENS BANK” 42,981,710.8 47,797,517.5 47,277,043.7 11.20 -1.09
JSC “PUMB” 38,046,277.4 47,551,197.23 54,918,102.6 24.98 15.49
JSC “UKRSIBBANK” 35,735,612.3 41,363,033.56 48,080,167 15.75 16.24
JSC “Ukreximbank” 32,699,911.5 37,849,725.21 40,245,457.2 15.75 6.33
JSC “UKRGASBANK” 32,128,062.5 33,586,565.58 33,900,195.9 4.54 0.93
JSC “OTP BANK” 25,128,430.5 25,871,609.71 20,927,686.7 2.96 -19.11

Source: compiled by the authors based on Supervisory data (n.d.)

The data in Table 1 indicate a steady increase in the
deposit portfolios of individuals across most institutions.
JSC CB “PrivatBank” remains the leader in absolute vol-
umes, demonstrating stable, albeit somewhat decelerat-
ed, growth (17.24% in 2024 and 11.89% in 2025). Sig-
nificant growth rates are characteristic of JSC “Universal
Bank” (32.13% and 25.70%) and JSC “PUMB” (24.98%
and 15.49%), confirming their active strengthening in the
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retail segment. At the same time, JSC “Raiffeisen Bank”
showed moderate growth in 2024 (4.67%) followed by a
sharp acceleration in 2025 (18.04%). A stable dynamic
was recorded by JSC “UKRSIBBANK” and JSC “Oschad-
bank”, while JSC “Ukreximbank” demonstrated gradual
but less intensive growth. A negative trend is observed
in JSC “SENS Bank” (a decline of 1.09% in 2025) and
JSC “OTP Bank”, where after a slight increase in 2024,
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the portfolio contracted sharply by 19.11% in 2025. This
reflects intensifying competition in the sector and a re-
distribution of the client base in favour of more dynamic
market players.

In 2022, despite the start of the full-scale war, the vol-
ume of deposits still grew by 23.6%. By the end of 2023,
deposits increased by 28.6%, reaching UAH 2.36 trillion
(Ukrainian money supply..., 2024). A significant share of
this growth was driven by hryvnia deposits (+35.2% in
2023), supported by restrictions on cash circulation, rising
incomes, and the conversion of savings into cashless form.
Even during wartime, households and businesses have con-
tinued to entrust banks with their funds, relying on their
digital services. According to NBU data, in 2024, demand
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deposits in hryvnia among households expanded most
actively, while term deposits grew more slowly (Samoili-
uk, 2025). Therefore, fintech platforms in Ukraine did not
trigger an outflow of deposits from banks; on the contrary,
due to digitalisation, the banking sector attracted more re-
sources by providing clients with convenient tools for stor-
ing and using money.

The lending sector in Ukraine during 2017-2024 was
also affected by fintech trends, although the effect here is
more complex. After the 2014-2-015 crisis, banks were
very cautious in resuming lending, particularly corporate
loans. Growth in lending began with consumer loans: in
2019, the volume of hryvnia loans to households increased
by almost 31% (Fig. 2).
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2009% — Foreign
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Figure 2. Net hryvnia retail loans
Source: NBU annual report 2019: Ten indicators of changes in the economy and financial system of Ukraine (2020)

Banks actively issued retail loans (credit cards, cash
loans) amid rising household incomes. At the same time,
the corporate portfolio continued to shrink (-6.2% in 2019)
(NBU annual report 2020..., 2021), as businesses were less
willing to take out loans and banks imposed strict require-
ments after cleaning up the system of problem debts. Dur-
ing this period, fintech lenders entered the market, filling
niches not covered by large banks. Dozens of online micro-
credit services appeared, issuing small payday loans to the
population via the internet in a matter of minutes. Peer-to-
peer (P2P) platforms that directly connect borrowers and
investors, as well as new online credit unions, also began
to operate. Although such fintech companies cannot attract
deposits and are significantly inferior to banks in terms of
volume, they have created competition in the small and
short-term lending segment.

Pressure from non-bank lenders has forced tradi-
tional banks to improve their approaches. Banks have
reduced application processing times, simplified proce-
dures, and begun to make more active use of scoring and
data from alternative sources (telecom, online payments)
to assess customer solvency. In 2020, the NBU lowered
its discount rate to a historic low and launched state sup-
port programmes, which also stimulated business lending
(NBU annual report 2020..., 2021). Despite the economic
shock caused by the pandemic, the net portfolio of hryvnia

mortgages grew by 11.5% in 2020, with low interest rates and
a state programme to make mortgages cheaper driving the
market recovery. In 2021, this trend accelerated: mortgage
lending volumes grew by more than 60% over the year due
to affordable rates and the “YeOselya” programme (NBU
annual report 2021..., 2022). Thus, banks have remained
the dominant players in the lending market and managed
to expand loan issuance, partly adopting fintech practic-
es such as speed and user convenience. At the same time,
the share of fintech companies in Ukraine’s credit market
remains relatively small due to low capitalisation, limited
regulatory coverage, consumer trust risks, and competition
from state financing programmes, although it is growing
rapidly. This segment includes online business loans (fac-
toring platforms, loans for sole proprietors via fintech ser-
vices), as well as consumer instalment and “Buy Now, Pay
Later” (BNPL) services. For example, several retail chains
and fintech start-ups began offering customers the option
to pay for purchases in instalments through mobile appli-
cations. Traditional banks have responded by collaborating
with fintechs: many banking products are now integrated
with non-bank platforms. In Ukraine, a unique symbiosis
has emerged - both competition and cooperation coexist.
On one hand, fintechs have captured part of the consumer
lending market (especially small loans, where banks were
previously inactive). On the other hand, banks have begun
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partnering with fintechs - for instance, Monobank oper-
ates under the licence of its partner bank (Universal Bank),
while the state-owned PrivatBank launched an open API
for fintech developers. This demonstrates that the boundary
between banking and fintech services is gradually blurring.
For borrowers, this competition is generally beneficial, as
it broadens their choices and improves lending conditions.
Therefore, fintech organisations have encouraged Ukraini-
an banks to lend more actively to households and business-
es on more modern and customer-friendly terms, while not
yet displacing them from the market.

In the United States, the fintech revolution has mani-
fested itself in the segment of neobanks and online lending.
Already in 2018, American fintech companies issued 38%
of all personal (consumer) loans, surpassing even tradi-
tional banks in terms of market share (Neely, 2021). For
comparison, in 2013, their share was only 5% - that is, in
five years, fintech companies rapidly captured the consum-
er loan market. Platforms such as LendingClub, SoFi, Pros-
per and others belong to the category of peer-to-peer (P2P)
lending and digital financial marketplaces that provide a di-
rect link between borrowers and investors. They offer sim-
plified loan application procedures, reduced transaction
costs, and faster access to financing, as the entire process -
from application to loan issuance - is conducted entirely
online without the need to physically visit bank branches.
At the same time, non-bank payment services such as Pay-
Pal, Venmo, and Square (Cash App) have grown, offering
instant P2P transfers and digital wallets. Traditional Amer-
ican banks responded by launching their own mobile apps
and internet banking services, and some even created digi-
tal “subsidiaries” or bought fintech start-ups. Nevertheless,
banks lost market share in some segments: between 2013
and 2018, their share of the personal loan market fell from
40% to 28% (Neely, 2021). Competition has also emerged
in the payments sector: Apple Pay, Google Pay and other
BigTech services are actively competing with bank cards.
In summary, fintech has significantly displaced traditional
banks in the retail segment in the United States, forcing the
banking sector to invest in technology and rethink its busi-
ness models. As noted by the US Federal Reserve, tradi-
tional financial institutions are now competing in the “hy-
per-competitive” field of fintech innovation (Neely, 2021).

In EU countries, the fintech industry is also developing
rapidly, although the approaches are somewhat different -
the emphasis is on regulatory promotion of competition
and integration of fintech into the existing financial sys-
tem. In 2018, the EU introduced the PSD2 directive, which
opened banking systems to open banking - third-party
fintech services. This gave rise to numerous account aggre-
gators, payment apps and alternative financial platforms.
Europe has seen the growth of its own neobanks: Britain’s
Revolut, Germany’s N26, the Netherlands’ bunq and oth-
ers. They have attracted tens of millions of users by offering
attractive rates and mobile apps. For example, by the end of
2024, Revolut had 50 million customers worldwide (10 mil-
lion in the UK) (Revolut hits 50 million customers..., 2024)

and obtained banking licences in several countries. Tradi-
tional banks in the European Union have adapted to new
technological challenges by introducing mobile banking
services and establishing cooperation with fintech com-
panies through the use of open API solutions. As a result,
the penetration rate of fintech services in Europe is very
high - globally, an average of 64% of consumers use fintech
services (Kumar, 2025), and in developed European coun-
tries, this figure is close to 70-80%. The pandemic has only
accelerated this trend: in the first months of the 2020 lock-
downs, the use of fintech applications in Europe increased
by 72% (Greene, 2025). The European model of financial
innovation is characterised by a cooperative approach,
within which banks and fintech companies often interact
on a partnership basis: fintech start-ups provide techno-
logical solutions or customer service, while banks provide
the necessary regulatory and licensing infrastructure. The
EU is managing to increase competition and innovation in
the financial market without radically displacing banks, but
with their gradual transformation.

The Chinese financial sector has experienced a real
fintech boom, surpassing many other countries in terms
of scale. BigTech companies play a dominant role. The
Alipay (Ant Group) and WeChat Pay (Tencent) payment
platforms have almost completely replaced cash - the vast
majority of the population makes payments via smart-
phone. In addition to payments, Chinese tech giants have
also entered the lending market. Ant Group, through its
Ant Credit (Huabei, Jiebei) service, and Tencent, through
WeBank, have begun to provide microloans to consumers
and small and medium-sized businesses on a massive scale,
using big data for scoring. As a result, the volume of such
loans has reached enormous proportions - according to
BIS estimates, lending by BigTech companies in China will
reach about 8% of the country’s GDP by 2023 (Caballero et
al., 2025). This is a high figure, considering the short his-
tory of these services. Traditional Chinese banks initially
lost a significant share of the retail finance market to fin-
tech platforms. In the mid-2010s, a shadow segment of P2P
lending even emerged, growing by hundreds of percent
annually until the government began to strictly regulate
and “clean up” this market. The Chinese state is integrating
fintech into the regulatory field - Ant Group was forced
to reorganise its lending business into a financial holding
company under the supervision of the central bank. The
situation can be summarised as follows: in China, fintech
has become an integral part of the financial system, and
banks are transforming themselves by collaborating with
tech giants. Many banks have connected to the Alipay/
WeChat ecosystems to offer deposits and joint products in
order to remain visible to customers. The Chinese experi-
ence shows both the enormous opportunities and risks of
fintech - rapid growth without proper supervision can pose
threats to financial stability, which prompted the authori-
ties to intervene (Financial Stability Board, n.d.).

The situation in Ukraine reflects global trends: fintech
is gradually taking over certain segments (payments, small
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loans, money transfers), the pandemic has accelerated the
transition to digital everywhere, and traditional banks are
responding by going digital, partnering with fintech compa-
nies or launching their own similar products. The only dif-
ference is in scale: while in China and the US, the volume of
fintech transactions is measured in hundreds of billions of
dollars, in Ukraine it is still in the tens of billions of hryvnia,
but the growth rate is very high. According to estimates by
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international organisations, fintech loans in EMEA (Eu-
rope, the Middle East and Africa) have grown by an aver-
age of 170-240% annually, and Ukraine is no exception in
this process (Caballero et al., 2025). Banks offer more stable
and cheaper loans, primarily for long-term loans (mort-
gages). Fintech companies, on the other hand, specialise in
quick short-term loans, but these are much more expen-
sive due to daily interest rates, as can be seen in Table 2.

Table 2. Comparison of interest rates on loans from banks and fintech companies

Parameter ‘ Banks

‘ Fintech companies

Interest rates (annual)

Consumer loans =30-35% in UAH

1-2% per day (up to 365% annually)

Mortgage loans ~14-30% annually

Not available, possible partnerships with banks

Credit cards

=40% annually

~34-35% annually

Source: compiled by the authors based on O. Bilous (2024), A. Sakhno (2024)

Traditional banks charge higher fees for interbank
transfers in Ukraine, while fintech companies (such as
Monobank) often offer free transfers between banks with-
in the country. This is indicated in Table 3 compiled by
the author.

Considering the cost of opening and maintaining an
account, there is no difference between banks and fintech
companies (Table 4). However, cash withdrawals are more
expensive with fintech companies because they do not
have their own automated teller machine (ATM) network.

Table 3. Comparison of transfer fees charged by banks and fintech companies

Parameter Banks Fintech companies
Transfer fees
Within the same bank 0 UAH 0 UAH

Interbank (Ukraine)

=~0.5% (min. 5 UAH)

0 UAH in many neobanks

International transfers

0.5% + $12, max. $100

0.5% + $12, max. $90

Source: compiled by the authors based on Credit card with free service (n.d.), Monobank (n.d.), PrivatBank has almost equated
SWIFT transfer fees to Monobank’s terms and conditions (2023), Oschadbank explained when they charge a commission for cash

withdrawals (2024)

Table 4. Comparison of account maintenance costs at banks and fintech companies

Parameter Banks ‘ Fintech companies
Account maintenance fee
Account opening 0 UAH 0 UAH
Monthly service/maintenance 0 UAH for standard cards 0 UAH
Cash withdrawals at ATMs Free up to 10,000 UAH/month, then ~1% 0.9% in Ukraine, 2% abroad

Source: compiled by the authors based on PrivatBank (n.d.), Monobank (n.d.), PrivatBank has almost equated SWIFT transfer fees to
Monobank’s terms and conditions (2023), Oschadbank explained when they charge a commission for cash withdrawals (2024)

The study found that the introduction of fintech ser-
vices significantly transforms the operating model of the
banking system, influences consumer behaviour and stim-
ulates innovative development of the financial services
market. These conclusions partially or fully coincide with
the results presented in scientific publications, which de-
serve detailed discussion. A bibliometric analysis of fintech
research conducted by N. Del Sarto & PK. Ozili (2025)
identified financial inclusion, digital lending and regulato-
ry innovation as the most active areas. The authors empha-
sised that fintech contributes to reducing transaction costs
and expanding access to banking services, which correlates
with the findings of this study regarding the growth of on-
line banking in Ukraine. Similar conclusions are presented
in the study by O. Desyatnyuk et al. (2023), where financial

inclusion was interpreted as an important element in the
formation of financial instruments for business.

The study by M.-]. Gallego-Losada et al. (2023), us-
ing scientific literature visualisation, also showed that the
topic of digital inclusion has become a key trend in fintech
research. G. Garg et al. (2023) noted in their bibliomet-
ric work the active growth of research related to platform
banking, BNPL services, and digital payments, emphasis-
ing that the key factor in the development of fintech is the
integration of technologies into everyday banking practice.
J.A. Jafri et al. (2025) also noted in their study that one of the
main trends is the emergence of neobanks, which, in their
opinion, not only complement traditional banking but also
act as its direct competitors. The researchers emphasised
the speed of service, personalisation and flexibility, which
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explains the success of projects such as Revolut and Mono-
bank. This was consistent with the findings of this study on
the adaptation of banks to new realities through digitalisa-
tion and cooperation with fintech companies.

K. Abdo et al. (2025) found that the key scientific
“hot spots” are the application of big data, artificial intel-
ligence, and analytics in the financial sector. A. Hamza &
H.G.M. Saleh (2024) confirmed this conclusion, emphasis-
ing the growing role of research in the field of digital plat-
forms and regulatory mechanisms. These works outlined
the complex nature of fintech’s impact: from technological
innovation to the long-term sustainability of the banking
system and public trust. Research by H. Biju et al. (2024)
concluded that the academic community has not yet
reached a consensus on the long-term impact of fintech
on the stability of the banking system. Some studies focus
on potential risks, such as a decline in the profitability of
traditional banks, an increase in cyber threats, and market
fragmentation. The authors of this study partly share this
position, but in the current study, more attention is paid
to the adaptive mechanisms of banks to digital challenges
that have proven to be effective. A similar analysis was car-
ried out by Z. Zou et al. (2023), who emphasised the need
to reconcile technological innovation with issues of social
trust and stability. An interesting classification of fintech
risks was proposed by A. Alamsyah & S. Syahrir (2024),
who identified both technological threats (malicious soft-
ware, data leaks) and systemic threats (market concentra-
tion in the hands of bigtech). They emphasised the need to
update regulatory approaches, a point that is fully agreed
upon. B. Nkatekho (2024) came to similar conclusions,
stressing that the introduction of blockchain into the bank-
ing sector is transforming business models, but at the same
time creating new challenges for financial intermediaries.

This work also highlighted the importance of creating a
regulatory environment focused on open banking. H. Zho-
san & O. Smolkina (2024) studied the Ukrainian fintech
market during the war and post-war periods, focusing on
its flexibility and adaptability. Their conclusions about the
growing demand for remote services, mobile payments
and online lending were confirmed by empirical observa-
tions in this work, in particular data from the NBU and
Revolut on the growth of the customer base. A. Semenog et
al. (2023) focused on the development of neobanks in
Ukraine, pointing to the high potential of the market, but
also to obstacles - lack of trust among older age groups,
regulatory uncertainty, and dependence on IT infrastruc-
ture. This study also emphasised the need to improve fi-
nancial literacy, reduce barriers to access to services, and
strengthen partnerships with regulators.

L. Yang et al. (2024) showed that fintech can help reduce
companies’ dependence on short-term debt instruments by
creating more sustainable financial strategies. B. Fejes &
M. Stocker (2024) analysed the impact of IT investments
on the competitiveness of financial institutions. Their re-
search confirmed a positive correlation between digital in-
novation and banks’ market share. This is consistent with

the example of Monobank, which gained millions of users
in a short period of time due to its IT-oriented model, as
also noted in this work. M.C. Neely (2021) viewed fintech
as a revolution in the banking sector, emphasising the
changing role of banks: from full-fledged service providers
to platforms that bring together fintech, insurance services
and other third-party services. Further research has deep-
ened this idea, demonstrating the transformation of banks’
business models and the broader socio-economic context
of digitalisation.

Y. Burtsev (2024) drew attention to trends in the de-
velopment of the banking sector under the influence of
financial technologies, emphasising the change in busi-
ness models and the increasing role of digital channels of
interaction with customers. Current results had confirmed
this transformation, especially in the case of banks that in-
tegrate APIs and operate under the Banking-as-a-Service
model. Research by V. Khaustova et al. (2024) showed that
the digitalisation of the financial sector is intertwined with
the development of society and contributes to innovative
transformations in education, entrepreneurship and regu-
latory practices. T. Staverska et al. (2023) emphasised that
fintech not only contributes to the efficiency and accessi-
bility of financial services, but also forms the basis for the
development of the digital economy as a whole. Data from
the Financial Stability Board (fintech and market structure
in..., 2022) indicate the growing role of fintech during the
COVID-19 pandemic and its ability to ensure the continu-
ity of financial transactions. This factor was also noted in
this study as one of the reasons for the accelerated digital-
isation of banking processes in Ukraine in 2020-2022. Fi-
nally, an analytical review by M. Samoiliuk (2025) showed
that even during a full-scale war, Ukraine’s financial sector
remained functional, partly due to fintech solutions. This
fact is fully consistent with the conclusions of this study on
the resilience of banks and the acceleration of digital trans-
formation. Thus, analysis of scientific sources shows that
fintech acts as a catalyst for innovation, promotes greater
access to financial services, creates competitive pressure on
traditional banks and, at the same time, generates new risks
that require adaptation of the regulatory environment. The
generalised results of the study allow to conclude that the
synergy between fintech companies and banking institu-
tions, with appropriate regulatory support, will form the
basis for the sustainable development of Ukraine’s financial
sector in the medium and long term.

Conclusions

The study found that fintech services are a key factor in the
transformation of the traditional banking sector, driving
changes in the way financial services are delivered, custom-
er engagement structures and banking business models.
The most noticeable impact of fintech is observed in the
areas of mobile banking, digital payments, online lending,
and automated customer service, indicating a gradual shift
in consumer priorities and growing demand for digital ser-
vices. Analysis of the results showed that traditional banks
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are actively responding to the challenges of digitalisation by
introducing innovative technologies and digital products,
including mobile applications, open APIs and artificial in-
telligence-based solutions. Such measures allow banks not
only to maintain their competitive positions, but also to
strengthen them by improving customer service efficiency,
transaction processing speed, and adaptation to the rapidly
changing financial services market.

A comparative analysis of models of interaction be-
tween banks and fintech companies revealed a variety of
strategic approaches, ranging from competitive confronta-
tion to partnership and cooperation. The study showed that
the most effective model is partnership, which combines the
stability and regulatory reliability of the banking system with
the flexibility and innovation of fintech. This approach helps
to increase the customer base, raise the level of penetration
of digital services, and create conditions for the sustainable
development of the financial market. It has been established
that fintech innovations affect the structure of banking
products and change the financial behaviour of consum-
ers. In particular, the growing popularity of digital wallets,
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instant transfers and P2P lending is reducing the need for
traditional deposit products, while stimulating the develop-
ment of current accounts and increasing the speed of funds
turnover. The results of the study showed that fintech is not
a threat to the banking system, but rather a driving force for
its evolution and innovative development. Further research
should focus on assessing the effectiveness of digital finan-
cial services, the impact of fintech solutions on consumer
behaviour and the stability of banking institutions. Prom-
ising areas include customer data modelling, the use of ar-
tificial intelligence technologies to assess credit risks and
ensure cybersecurity in the digital financial environment.
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AHOTALLif. ByMoBax cTpiMKOro posBUTKY LM POBIX TEXHOMOTII (PiHAHCOBUIT CEKTOP 3a3HAE CYTTEBNX TPAaHCHOPMALLiil
iy, BrumBoM ¢iHaHcoBMX TexHouorill (piHTexy), sAKuil crae ApaiiBepoM iHHOBaIiil y OaHKiBcbkiil cdepi. Meroro
poboru 6yno mocmimkeHHA poini ¢iHTexy y umdposiit TpaHchopManii 6aHKIBCBKOrO CEKTOPYy Ta 0COOIMBOCTI HOTo
BIUIMBY Ha B3a€MOJiI0 (iHTeX-KOMIIaHil i TpaguuiiHux 6aHkiB. [ nocArHeHHA L€l MeTu 6ynu BUKOPUCTaHI MeTOaM
HayKoBOI abCTpaKii, CTPYKTypHO-AeKOMIIO3UIII/IHOTO aHali3y, CUHTe3Y, IOTi9YHOr0 y3araJbHeHHs, a TAKOXX 3MiCTOBHO-
MOPIBHAJIBHMII 1 JIOTiKO-IIPOTHO3HUII MeTOfU. PesyabraTu ROCIIIKeHHS NOKasamy, 1o (iHTeX-cepBicu CyTTEBO
TpaHcopMyIoTh (DiHAHCOBMII PUHOK, IiIBUIIYIOYM JOCTYIIHICTD, IIBUAKICTD Ta IepcoHasisanio mocayr. B Ykpaini
3pOCTaHHA [eN03UTIB Mic/a 6aHKIBCHKOI KpU3M IOB’sI3aHe 3 PO3BUTKOM MOOIIBHOrO GaHKIHIYy Ta MOABOI HeOOaHKIB,
30KkpeMa Monobank. BcranoBteHo, mo nudposisanisa 6aHKIBCbKMX CepBicCiB HOCIpUsIa IepeopieHTallii KIi€HTiB Ha
IIOTOYHI paXyHKM Ta OesroriBkoBi omneparii. DPinTex-KOMIIaHil CTa/y Ba>X/IMBUM YVHHUKOM 3POCTAHHS KOHKYpeHIi
B CETMEHTi KOPOTKOCTPOKOBOTO KPEAUTYBaHHA, LIO CTUMYIIOBAIO OAHKU O CKOPOYEHH:A 4acy pO3IIAAY 3agBOK i
BIIPOBAJKEHH CKOPUHIOBUX cycTeM. [lompu 1e, 6aHKY 3a/IMIIAI0ThCA JOMIHYI0UMMMI Y cepi JOBIOCTPOKOBUX KPeINTiB,
30KpeMa imorekn. AHainis MibkHapopnoro pocBiny (CIIA, €C, Kuraii) sacBifuus, mo Haje()eKTVUBHIIIOW MOZIEIIIIO
PO3BUTKY € NO€NHAHHA KOHKYpeHIIl Ta koomepanil Mix 6aHkamu i ¢iHTexamu. B YkpaiHi yTBepmKyeTbcss Mopenb
cnmbio3y, ge dintexu i 6aHkm cniBnpanioTb Yepes API, crinbhi npopykTy Ta mwiardpopmu. Pesynbratu 3acBimumiy,
1[0 BIPOBaKeHHA (PiHTeX-pillleHb He BUTICHIIO OaHKM, a HaBIIaKM — aKTVBi3yBao ixX mmdpoBy TpaHcdopMmaliio Ta
CIIPVAJIO 3POCTAHHIO JOBipM HaceleHHA Jio ¢iHaHcoBOI cucteMu. [IpakTuyHa HiHHicTh po6OTY NONIATaE Y POpMyBaHHI
peKoMeHp ALl woso iHTerpanii ¢iHTex-pimeHb y 6aHKIBCbKi Ipoliecy, W0 CIPUATUME IifIBUIICHHIO e(eKTUBHOCTI
¢iHaHCOBMX IOCITYT i po3BUTKY 1M(PPOBOI eKOHOMIKY. 3BiTHI pe3y/IbTaTV MOXKYTb CIyTyBaTU OCHOBOIO JJLA ITOJA/IbLINX
mocmimKeHb y chepi mmudpoBux iHHOBaLil y GpiHaHCOBOMY ceKTOpi
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Abstract. The study aimed to determine the effect of influencers’ communication activity on social media on consumer
trust, emotional attachment, and behavioural loyalty to brands. The research methodology was based on a comprehensive
theoretical and analytical approach that combined content analysis, comparative analysis, and the case method. The
study found that the global influencer marketing market reached USD 24 billion in 2025, while the average return on
investment is USD 5.78 in profit for every dollar invested. In Ukraine, this figure is USD 4-5. The study determined that
TikTok remains the leader in terms of user engagement with a rate of 4-7%, while Instagram provides stable coverage
at 1.45-2.18%. The analysis showed that in Western European countries (the United Kingdom, Germany), the most
successful campaigns achieved a return on investment of up to USD 20, while in Asian countries (China, South Korea,
Indonesia), this figure was USD 6-7, due to the integration of social commerce and analytics platforms. In Ukraine, the
highest results were demonstrated by campaigns with micro-influencers, which provide an increase in conversions of
up to 46% and sales growth of up to 40%. The study established that the use of artificial intelligence improves targeting
accuracy and reduces costs by 15-20%, while Big Data technologies contribute to better consumer behaviour forecasting
and increase campaign effectiveness by 25%. The results of the study can be used by companies to optimise influencer
marketing strategies, increase return on investment, and strengthen audience loyalty in the digital environment

Keywords: social media algorithms; artificial intelligence; audience engagement; trust level; return on investment;
targeting

Introduction
The dynamic development of the digital environment has
led to significant changes in the ways brands and con-

combining emotional connection with technological preci-
sion in communications.

sumers communicate. Traditional forms of advertising are
gradually losing their effectiveness due to declining audi-
ence trust and information overload, prompting businesses
to seek new ways of interacting. One of the most effective
tools has been the personalised influence of opinion leaders
on social media. Changes in the structure of communica-
tion between brands and audiences have created a need to
determine effective tools to influence consumer decisions.
In the digital space, consumer attention has become the
most valuable resource, and a brand’s ability to build trust-
ing, authentic relationships with its audience determines its
competitiveness. The excessive commercialisation of on-
line advertising causes user distrust, which highlights the
need to study influencer marketing as a strategy capable of

A. Strunhar (2024) investigated the effectiveness of
using micro- and macro-influencers in brand promotion,
identified the characteristics of interaction between dif-
ferent types of opinion leaders and target audiences, and
assessed the risks associated with their involvement. The
researcher proved that micro-influencers provide a high-
er level of trust and engagement, while macro-influencers
contribute to brand awareness but may lose authenticity
due to the commercialisation of content. Within the frame-
work of influencer marketing research, the focus was on
how the interaction between brands and opinion leaders on
social networks affects consumer behaviour and the effec-
tiveness of advertising strategies. O. Burdyak et al. (2024)
emphasised that the growth in popularity of social
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platforms creates a need for new approaches to shaping
the communication environment between companies and
their audience. The authors analysed the impact of authen-
ticity, expertise and emotional connection of influencers on
brand perception and proved that these factors determine
the level of awareness and trust in products.

The rapid development of digitalisation and restric-
tions caused by pandemic conditions have necessitated
a reorientation of communications between brands and
consumers towards social media. In this context, V. Bond-
archuk et al. (2021) emphasised that Facebook, Instagram,
and YouTube created new opportunities for collaboration
with opinion leaders who, due to the trust of their audi-
ence, have become key intermediaries between brands
and consumers. In particular, the authors emphasised that
companies working with micro-influencers achieve a high-
er quality of interaction compared to large accounts, albeit
with a smaller reach. The growing commercialisation of
digital space and declining trust in traditional advertising
formats have necessitated the search for new ways of effec-
tive interaction between brands and consumers. The study
by G. Myskiv & L. Ivasiuta (2025) reveals the dynamics of
the development of influencer marketing as a key tool for
promoting goods and services in the world and in Ukraine,
based on authenticity, personalisation and content engage-
ment. The study emphasised that the influencer marketing
market grew to USD 24 billion in 2025, with Instagram re-
maining the leading platform, where the share of micro-
and nano-influencers is growing, providing a higher level
of emotional interaction with the audience.

The constant expansion of digital space and growing
competition in online communications determine the
need to study social media as a key tool for interaction
between brands and consumers. O. Kabanova et al. (2024)
examined the transformation of marketing strategies un-
der the influence of digital technologies and determined
that social networks have become a substantial channel
for promotion, especially for small and medium-sized en-
terprises. They summarised the main trends in social me-
dia marketing: the development of the blogosphere, the
integration of user content, the growing role of video for-
mats, and the introduction of analytics tools to monitor
consumer sentiment. The study by N. Kukina et al. (2024)
analysed how personalised content, video formats, user
activity and brand social responsibility strengthen emo-
tional connections with consumers and promote long-
term loyalty. The study determined that the use of artifi-
cial intelligence (AI) and analytical tools can be used for
content optimisation and increased targeting accuracy,
while brand social responsibility strengthens emotional
perception. A study by A. Zhavoronok et al. (2025) found
that branding in the digital space has become a key tool
not only for building recognition but also for maintaining
an emotional connection with customers, which ensures
lasting loyalty and increases brand value. Researchers
determined that effective management of online com-
munication, particularly through official websites and

Biriukov

personalised mailings, builds initial trust and encourages
consumers to make repeat purchases.

The growing influence of social media on consumer
behaviour requires companies to rethink their approaches
to promotion and communication with their target audi-
ence. V. Rozhko & A. Shchelkova (2024) emphasised that
the effectiveness of using influencers directly depends on
the alignment of the opinion leader’s values with those of
the brand, the level of engagement (ER) of subscribers, and
the authenticity of the content created. The study showed
that combining influencer marketing with other elements
of digital strategy, in particular content marketing, search
engine optimisation, and targeted advertising, contributes
to brand awareness and increased sales. The long-term im-
pact of influencer and digital campaigns on building lasting
consumer loyalty, assessing their economic effectiveness,
and determining the optimal combination of different cat-
egories of influencers and digital tools in a unified commu-
nication strategy that aligns commercial goals with ethical
principles of transparency remains under-researched. The
current study aimed to determine the effect of social media
influencers on consumer trust, emotional attachment, and
behavioural loyalty to brands.

Materials and Methods

The study was theoretical in nature and covered the peri-
od from 2024 to 2025. The focus was on analysing social
media algorithms as factors influencing audience reach
and engagement. To this end, content analysis was used
to identify patterns in the mechanisms of platform opera-
tion based on studies by L. Theodorakopoulos et al. (2025)
and J. Vidani & S. Das (2021). These works were selected
due to their comprehensive approach to explaining the
relationship between social media algorithmic systems,
user behaviour patterns, and the effectiveness of market-
ing communications. The main characteristics of social
media algorithms and their impact on the effectiveness of
influencer marketing were identified. Hence, TikTok, Ins-
tagram, Facebook, YouTube, and Twitter (X) were select-
ed and analysed using a comparative-analytical method,
which was used to systematically compare the features of
their algorithms, identify differences in their mechanisms,
and determine the specifics of user interaction. The in-
volvement of these particular platforms was necessary to
demonstrate different approaches to building a communi-
cation environment.

The use of Al in planning and implementing influ-
encer marketing was examined using systematic analysis,
which identified the role of technological innovations in
improving campaign effectiveness. To this end, studies
by K.K. Ramachandran et al. (2024), J. Sidanski (2024)
and R. Almestarihia et al. (2024) were selected, which ad-
dressed the automation of influencer selection processes,
audience behaviour forecasting and campaign budget op-
timisation. These authors were selected due to their prac-
tical contribution to the development of models for using
Al in marketing and the evidence-based nature of their
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results. The role of Big Data in measuring effectiveness and
predicting consumer behaviour was studied using an ana-
lytical method based on the works of L. Theodorakopoulos
& A. Theodoropoulou (2024), and S. Guzenko & N. May-
orova (2024). These studies were selected due to their ex-
tended empirical basis, which revealed the mechanisms of
the use of Big Data to improve the accuracy of return on
investment (ROI) and audience ER estimates.

The effectiveness of influencer marketing on social me-
dia was analysed using statistical comparison methods. To
analyse the effectiveness of influencer marketing in 2024,
the activities of TikTok and Instagram were studied using
statistical comparison methods, which were applied to as-
sess audience reach, cost per click, and ER indicators. This
method was necessary to compare the dynamics of key
ROI indicators in different market segments based on re-
search data from N. Onashko (2024) and Ukrainian Digi-
tal Community (2024). Next, using the case study method,
examples of successful campaigns by Rozetka, Lukas, and
Cheetos were examined. The Intertop case was also exam-
ined as part of the Shopping Fest campaign. This method
was used to analyse the practical results of influencer mar-
keting, determine the average ROI based on analytical re-
ports from StackInfluence (Proving influencer marketing
ROL..., 2025) and eMarketer (King, 2024), and evaluate the
effectiveness of various audience engagement strategies.
At the final stage, a comparison was made of the effective-
ness of campaigns in Ukraine, Asia (China, South Korea,
Indonesia) and Western Europe (Great Britain, Germany)
for the TikTok and Instagram platforms. Thus, a method
of interregional comparative analysis was used, addressing
RO, cost per acquisition (CPA), and average ER criteria.
The results were compared with data from Admitad (2025),
which identified trends in the effectiveness of influencer
marketing in different economic regions and explained
their structural differences.

Results

The impact of digital innovations

on the effectiveness of influencer marketing

Social media algorithms have become one of the key factors
determining the success of influencer marketing and au-
dience engagement. In the information space, the volume
of content is growing exponentially, so platforms such as
TikTok, Instagram, and Facebook use complex algorithmic
systems to select the content that users receive in the feed.
These algorithms are based on machine learning, analys-
ing user behaviour, the number of likes, comments, views,
saves, attention span, interaction history, and content top-
ics. The result is a personalised feed that increases user
engagement but also determines which posts will receive
more organic reach. Therefore, the determination of the
principles of algorithms has become a fundamental condi-
tion for effective communication for influencers.

In the context of influencer marketing, social media al-
gorithms are a “trust filter”. They select content that elicits
the strongest user response, increasing the probability that
it will be shown to a larger audience. For example, TikTok
uses a “For You Page” model, where content is promoted
not only to the author’s followers, but also to potential new
viewers if the system detects a high level of engagement in
the first few hours after publication. This ensures the po-
tential for rapid growth in reach, even for new accounts
with a small number of followers. Instagram, in turn, uses
a relevance-based ranking algorithm, where not only likes
matter, but also the depth of engagement, such as viewing
stories, private messages, and saving content. This ranking
reinforces the importance of emotional authenticity and
content personalisation, which directly affects the effec-
tiveness of influencer campaigns (Theodorakopoulos et
al., 2025). The generalised characteristics of the algorithms
of the main social platforms that determine user reach and
ER are presented in Table 1.

Table 1. Key characteristics of social network algorithms and their impact on the effectiveness of influencer marketing

Platform Algorithm basis Key interaction metrics Coverage.: and engagement Pe‘cuharmes
influence for influencers
High probability of viral The need to create short,
TikTok Recommendations based Views, dwell time, repeat sg rg)a d even fc):r new dynamic content with
on the For You Page system | view frequency, reactions P attention triggers in the first
accounts
3-5 seconds
Likes. comments. saves Increased content Authentic and personalised
Instagram Algorithm of relevance and sto; views rivate > | visibility through personal posts are preferred; the
& depth of interaction ymessa) gs connections and interaction quality of responses is
8 frequency crucial
Facebook Priority content from Reactions, shares, viewing Oriiiilcgﬁaggr;ﬁllﬁlﬁi Requires the use of targeted
friends and groups time, comments P Y . advertising to scale results
and videos
Recommendation and Viewing duration, clicks, | (.. coverage stability with | LODger content lifecycle:
YouTube personalisation algorithm | search history, and click- & re ulagr activit Y a key factor in viewer
for views through rate § Y retention
Content quickly loses It is advisable to use short
Twitter (X) Algorithm of relevance and | Likes, retweets, interaction relevancgbut h);s the messages and videos to
temporality with hashtags . : enhance the effect of the
potential to spread virally .
campaign

Source: compiled by the author based on S.A. Ismail & M. Mohamed (2024), S. Guzenko & N. Mayorova (2024), L. Theodorakopoulos et

al. (2025)
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Analysis of the data presented shows that each social
platform has a unique algorithmic mechanism that deter-
mines the nature of user interaction and opportunities for
brands. TikTok demonstrates the highest potential for viral
growth due to its open recommendation model, while Ins-
tagram and Facebook focus on emotional authenticity and
interpersonal interaction. YouTube provides stable reach
through the long-life cycle of content, and Twitter (X) pri-
oritises speed of response and timeliness of events. The use
of algorithms has led to a change in brand strategies. Pre-
viously, marketers prioritised the number of followers an
influencer had as an indicator of their influence, whereas
now ER has become the key criterion. Algorithmic systems
favour posts that provoke dialogue and hold the user’s at-
tention for as long as possible. This encourages brands and
influencers to create interactive content challenges, polls,
short videos, and reactions that not only inform but also
encourage users to actively engage. At the same time, al-
gorithms are constantly being updated: while in the early
stages the main criterion for popularity was the volume of
reactions, now the quality of interaction, the sincerity of
comments, viewing duration, and speed of reaction after
publication are becoming increasingly relevant (Ismail &
Mohamed, 2024).

Social media algorithms also influence the economic
efficiency of influencer marketing. They determine the ex-
tent to which organic reach can reduce a brand’s paid pro-
motion costs. Properly adapted content can achieve high
RO, as platforms encourage active and relevant content,
reducing the need for additional budget. For companies,
this means the ability to optimise marketing costs through
algorithmic support. In addition, algorithms promote fur-
ther perception of audience behaviour through built-in
analytics tools. They can identify peak activity hours and
user segments that interact most frequently with the brand,
improving accuracy of targeting in campaign planning.
However, algorithmic dependence has a downside. Due to
constant changes in platform settings, influencers face in-
stability in reach and unpredictability of results, even with
the same content quality. This requires constant monitor-
ing of algorithmic trends and adaptation of content strat-
egy. The significance of analytical platforms that use ma-
chine learning to predict the effectiveness of publications is
also growing. Combined with the use of Big Data and Al,
this creates a new level of interaction where the success of
a campaign depends not only on the creativity of the influ-
encer but also on the accuracy of the algorithmic settings
(Vidani & Das, 2021).

Al is becoming increasingly integrated into influencer
marketing, changing approaches to planning, implement-
ing and analysing marketing campaigns. It provides more
accurate predictions of the effectiveness of collaborations
with opinion leaders, increased content personalisation
and optimisation of brand spending. In a digital environ-
ment where the amount of information grows every sec-
ond, Al is becoming a key tool for processing large amounts
of data, which can be used to further determine audience
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behaviour, identify patterns in their responses, and develop
strategies based on real analytical indicators. This can be
used to predict not only reach, but also the level of emo-
tional engagement of users, identify the most effective in-
fluencers and the types of content that generate the most
response. One of the most common applications of Al is
the selection of influencers for specific campaigns. The tra-
ditional process of finding opinion leaders was often based
on the number of followers or popularity, which did not
always deliver the expected results. AI algorithms, on the
other hand, analyse not only the size of the audience, but
also its activity, demographic parameters, content topics,
level of authenticity, and history of interaction with follow-
ers. This identifies “real” opinion leaders — those who truly
shape the behaviour of their readers, rather than just gener-
ating large numbers of views. For example, Influencity and
HypeAuditor use machine learning to identify fake follow-
ers and analyse qualitative engagement metrics, which in-
creases transparency in collaborations between brands and
influencers (Ramachandran et al., 2024).

Another essential function of Al is the automation of
content creation and personalisation. Intelligent systems
analyse previous campaigns, trends, keywords, and user
responses to determine which format of publication (vid-
eo, stories, reels, text posts) will be most effective. Using
natural language processing algorithms, such systems can
generate suggestions for texts, headlines, and even video
scripts. In practice, this can help marketers quickly test
multiple content options and pick the most effective one
based on the model’s predictions. Furthermore, AI can be
used to optimise posting times by determining highest ac-
tivity period of the target audience. Furthermore, Al can
be used to analyse audience sentiment. This method can be
used real-time assessment of user reactions to influencer
content — positive, neutral or negative. Machine learning
algorithms analyse comments, hashtags, emojis and other
forms of feedback, enabling brands to respond promptly to
changes in audience sentiment. For example, if the reaction
becomes less positive, the system may suggest a change in
strategy or content type. Such tools help maintain brand
reputation, avoid crises, and build long-term consumer
trust (Sidanski, 2024).

Al is also substantial in post-campaign analysis. Al-
based platforms automatically calculate Key Performance
Indicators such as reach, engagement, number of website
visits, ROI, average customer acquisition cost, and more.
This can be used by marketers to quickly assess campaign
performance and adapt strategies for future projects. The in-
tegration of Al analytics with Big Data creates the possibility
of creating predictive models that determine how changes
in content or influencer selection will affect audience be-
haviour and brand performance (Almestarihia et al., 2024).

Big Data technologies have become an integral tool in
influencer marketing, providing the ability to analyse user
behaviour in detail, accurately measure the effectiveness
of advertising campaigns, and build predictive models to
improve the effectiveness of brand communications. In
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an environment of information overload, data generated
by social networks can be used by companies not only to
assess audience reactions but also to predict their actions,
preferences, and level of loyalty. Big Data encompasses
vast amounts of structured and unstructured information,
from likes, comments, and search queries to time patterns
of user activity, which are analysed using machine learning
algorithms. For influencer marketing, this means the ability
to transform disparate digital signals into specific manage-
ment decisions that help increase campaign effectiveness
and long-term audience engagement. One of the main uses
of Big Data is to measure the effectiveness of influencer
campaigns. Traditionally, effectiveness was assessed by the
number of followers, likes or views, but such metrics did
not always accurately reflect the real impact on consumer
behaviour. Due to Big Data analysis, it is now possible to
objectively evaluate more complex indicators such as ER,
conversion rate, average content viewing time, percentage
of visits to a website or product page, and ROI metrics.
Big Data-based systems process information from various
sources, such as TikTok, Instagram, YouTube, Google Ana-
Iytics, and Customer Relationship Management platforms,
and create integrated performance evaluation models,
which can be used by brands to accurately determine which
influencer or content format has provided the greatest re-
turn (Theodorakopoulos & Theodoropoulou, 2024).

Big Data is also central to audience segmentation. By
analysing data on age, gender, geolocation, purchase histo-
ry and user behaviour patterns, companies can create more
accurate profiles of target groups. This can be used to tailor
communication strategies to specific consumer segments,
personalise content, and optimise advertising costs. For
example, algorithms can detect that younger audiences on
TikTok respond to short, dynamic videos, while Instagram
users trust reviews and recommendations in the form of
stories or posts more. With this, marketers can adjust their
communication strategy in real time, increasing the accu-
racy of targeting and audience engagement (Guzenko &
Mayorova, 2024).

Another critical aspect is predicting consumer be-
haviour. Big Data algorithms use historical data to build
predictive models that determine how an audience will re-
spond to a particular type of content, communication style,
or even a specific influencer. Such models can help brands
assess the potential impact of a campaign in advance, re-
duce the risk of unsuccessful investments, and increase
overall ROI. For example, based on previous interactions,
it is possible to predict what type of content will generate
the highest conversion rate or what percentage of the au-
dience will be retained after the first contact. This not only
increases economic efficiency but also contributes to the
formation of long-term loyalty among consumers who re-
ceive relevant and valuable content. In addition to forecast-
ing, Big Data can increase the transparency and reliability
of data in the interaction between brands and influencers.
Analytical platforms can be used to track not only reach,
but also audience authenticity, identifying fake accounts,

bots, or dishonest methods of inflating metrics. This can
be used to collaborate only with real opinion leaders who
have a genuine impact on consumer behaviour. On the oth-
er hand, Big Data analysis helps to assess how much a par-
ticular campaign has affected the brand’s image, for exam-
ple, by analysing the tone of mentions on social networks
or the level of positive comments (Theodorakopoulos &
Theodoropoulou, 2024). Thus, social media algorithms,
Al and Big Data technologies form a single ecosystem that
determines the effectiveness of influencer marketing. Their
combination ensures accurate targeting, increased user en-
gagement, and optimised brand spending, while creating
risks of algorithmic dependence and the need for constant
content adaptation. As a result, the ability to integrate ana-
Iytical tools with creative approaches becomes a key factor
in building long-term consumer loyalty and a stable eco-
nomic effect from marketing campaigns.

Analysis of the effectiveness

of influencer marketing on social media

Social networks TikTok and Instagram have become lead-
ing platforms for influencer marketing, providing brands
with massive reach, high audience engagement, and com-
petitive ROI. Their effectiveness is largely determined by
algorithms that shape the user experience and rank content
by engagement level. TikTok specialises in short interactive
video formats, challenges, and effects that encourage user
participation, while Instagram develops a multi-format
ecosystem combining posts, Stories, Reels, and paid adver-
tising. As a result, these platforms have become strategic
tools for brands seeking to increase reach, boost engage-
ment, and effectively convert interactions into sales (Tik-
Tok vs Instagram..., 2025).

Instagram maintains its leading position in terms of
user numbers and advertising format flexibility. As of 2024,
the platform had approximately 1.4 billion active users
worldwide and approximately 12 million in Ukraine, repre-
senting over 31% of the population. Instagram’s algorithms
focus on content quality, Reels viewing time, and authen-
ticity, so brands focus on personalised video content and
interactive Stories. Organic reach is gradually declining
due to increased competition, but paid tools (advertising
posts, Reels Ads, Boost) ensure stable growth in perfor-
mance. Instagram’s cost per mille in 2025 for Ukraine is ap-
proximately USD 8, and the cost per click is USD 0.68-0.69,
confirming the platform’s high commercial effectiveness.
Comparative reach dynamics show that TikTok generates
faster and more extensive reach among young audiences,
while Instagram provides stable and longer-lasting engage-
ment due to its multi-format content (How to increase Ins-
tagram..., 2024). On TikTok, videos receive tens of millions
of views regardless of their length, indicating that users are
equally interested in short and longer formats. On Insta-
gram, Reels are the most effective, providing 6 times more
reach than Stories, while short videos up to 30 seconds
receive an average of 6,145 views, and longer ones receive
over 8,372 views (Onashko, 2024).
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In terms of ER, TikTok has an average ER of 4-7% in
2024, while Instagram has 1.45-2.18%, indicating higher
interactivity of TikTok’s short video content. For Instagram
micro-influencers (1-10 thousand followers), ER can reach
5.6-7.2%, but for large brands, this figure is lower due to the
scale of the audience. On TikTok, the highest engagement
is provided by short videos with bright hooks in the first
3 seconds, interactive formats such as Duet and Stitch, as
well as videos with trending music and hashtag challeng-
es. On Instagram, Reels, carousels, and interactive Stories
promote deeper engagement with users (Ukrainian Digital
Community, 2024).

The regional market in Ukraine confirms these trends.
In 2025, there are 17 million TikTok users in the country,
and this platform is showing steady growth in reach, espe-
cially among young people aged 18-34. Ukrainian brands
are actively using TikTok to promote consumer goods and
services. For example, Rozetka implemented a large-scale
TikTok campaign for its 19" anniversary, which received
tens of millions of views due to the use of humorous and
regionally oriented videos. The campaign combined the
creativity of influencers with targeted advertising, which
significantly increased ER (How Rozetka gave.., n.d.).
Another example is Lukas, which increased its TikTok au-
dience from 1,500 to over 77,000 subscribers in 2023 by
adapting its content to the platform’s algorithms. The av-
erage video view increased from 300-400 to 8,700 (TikTok
case for Lukas, n.d.). Similar results were demonstrated by
the Cheetos brand, which launched the #CheetosFunDance
hashtag challenge with the involvement of nine TikTokers
and promotion through TopView. The campaign received
millions of views and a high level of engagement (How to
inspire thousands..., 2021).

On Instagram, local campaigns demonstrate different
dynamics: more stable, but less viral. For Ukrainian brands,
Reels and paid advertising formats are effective. According
to agencies, over 90% of Instagram users in Ukraine follow
business accounts, which creates high visibility for brands.
User-generated content campaigns on Instagram cost an
average of USD 15-200 per video, providing flexible budget
management and predictable ROI (How much does Ins-
tagram..., 2025). In terms of economic efficiency, TikTok
provides an ROI of 4.5-11.8, depending on the duration of
the campaign, while Instagram has a lower short-term ROI
but better long-term user loyalty metrics (Sharif, 2025).
TikTok remains a platform for quick results, with high
conversion rates due to organic views and content virality,
while Instagram forms more lasting connections between
the brand and the consumer.

Influencer marketing is increasingly seen not only as
a tool for raising brand awareness but also as one of the
most influential factors affecting companies’ financial re-
sults. The effectiveness of campaigns is measured by re-
turn on investment, conversion growth, sales growth and
long-term brand value enhancement. According to data
from the Institute of Practitioners in Advertising (2025),
the short-term ROI of influencer marketing has an index
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of 99, while the long-term ROI reaches 151, indicating a
multiplicative effect over time. In the short term, influencer
campaigns create rapid reach, and in the long term, they
ensure loyalty and consistent financial results. According
to StackInfluence analytical reports, the average ROI in this
area is approximately 5.78 USD in profit for every dollar
invested, or about 578% in 2025. This figure exceeds the
average results of other digital advertising channels, con-
firming the economic feasibility of influencer marketing
(Proving influencer marketing ROL..., 2025). An eMarketer
study found that conversions from campaigns increased to
46% and direct impact on sales to 44%, indicating a close
correlation between influencer engagement and commer-
cial results (King, 2024).

In the Ukrainian context, the effectiveness of influencer
campaigns is also confirmed by practical cases. For exam-
ple, as part of its Shopping Fest campaign, Intertop engaged
more than 30 bloggers in 2021, who created about 120 posts,
exceeding the planned 90. Some posts received over 450,000
views, and the overall ROI of the campaign reached 300%,
demonstrating high effectiveness in converting interactions
into actual sales (How collaboration with..., 2021). At the
same time, research by the Lean&Sharp agency found that
collaboration with micro-influencers in Ukraine yields an
ER 2.3 times higher than that of macro-influencers. This is
explained by the greater trust and authenticity of commu-
nications from such opinion leaders, which directly affects
conversion rates and brand profitability.Ukrainian brands
receive an average of approximately USD 6.5 in profit for
every dollar invested, demonstrating one of the highest ef-
ficiency indicators among digital tools. In addition, com-
panies that systematically analyse data on engagement,
click-through rate, and cost per click are recording a steady
increase in profitability. For example, in the fashion seg-
ment, the average sales growth after influencer campaigns
exceeds 25-30%, while in the cosmetics and body care
sector, growth rates range from 35-40% (How the dynam-
ics..., 2025). Thus, it can be argued that the effectiveness of
influencer marketing directly correlates with the financial
performance of brands. Increased engagement, greater au-
dience trust and the formation of emotional attachment
translate into a steady increase in sales, profitability and
overall brand value. The combination of macro- and mi-
cro-influencers, the integration of Big Data analytics, and
careful planning of Key Performance Indicators increases
ROI and builds long-term economic stability in the market.

Influencer marketing in 2025 will demonstrate varying
degrees of effectiveness depending on the level of develop-
ment of the digital economy, the structure of social media,
and consumer behaviour patterns in different regions. A
comparison of campaign results in Western Europe, Asia,
and Ukraine shows that the effectiveness of investments
in this tool is determined by the level of integration of
analytics, algorithmic systems for selecting influencers,
platforms, and target demographics. In Western Europe
(Germany, Great Britain), the average return on invest-
ment in influencer marketing is approximately USD 5.78
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in profit for every dollar spent. The most successful cam-
paigns achieve an ROI of up to USD 20, which indicates a
significant economic return. The effectiveness of this tool
exceeds traditional digital advertising by approximately 11
times (Top ROI of..., 2025). The high result is explained by
the maturity of the European market, the high level of trust
in influencer content, and the use of complex Al-based an-
alytical systems to predict audience behaviour. At the same
time, the cost of acquiring a single customer in Europe re-
mains relatively high: on TikTok, it ranges from EUR 10
to 30, and on Instagram, from EUR 20 to 50. This is due
to greater market saturation, higher competition for user
attention, and a significant share of premium content (Tik-
Tok in Europe..., 2025).

In Asia (China, South Korea, Indonesia), influencer
marketing is rapidly growing in effectiveness due to the
active development of social commerce, the integration
of payment services into content, and high ER among
young people. The average ROI in the region is between
USD 4 and 6 in profit for every dollar invested, and for
short video platforms such as TikTok or Douyin, it reach-
es 7. The cost of customer acquisition on TikTok averages
USD 5-20, while on Instagram it is USD 10-30, indicating
higher efficiency of Asian content at lower costs. The Asian
market is distinguished by its focus on micro-influencers,

who build a high level of trust and personalised interaction
with their audience. The widespread use of integrated data
(Big Data) and recommendation algorithms increases tar-
geting accuracy, and cultural factors contribute to a closer
connection between influencers and consumers (TikTok
influencer marketing..., 2025).

In Ukraine, influencer marketing is gradually trans-
forming from an experimental channel into a systematic
element of marketing strategies. According to estimates by
analytical agencies, the average ROI ranges from USD 4-5
in profit per USD 1 invested, which corresponds to the in-
dicators of Eastern European countries. The CPA level on
TikTok ranges from USD 7 to 25, and on Instagram from
USD 15 to 40. This difference is explained by the active de-
velopment of short video formats and relatively lower com-
petition among brands. The Ukrainian market is charac-
terised by rapid growth in the number of local influencers,
especially in the areas of fashion, beauty, food products and
small businesses. Local campaigns are more focused on mi-
cro- and nano-influencers, who provide greater authentici-
ty and deeper engagement with the audience, compensating
for lower reach with a high level of trust (Admitad, 2025).
Comparative ROI, CPA, and ER metrics for major regions,
reflecting the overall effectiveness of influencer campaigns
in 2025, are shown in Table 2.

Table 2. Comparison of ROI, CPA, and ER indicators for influencer marketing in 2025

Region Platform

ROI (income per 1 USD of expenses)

CPA Average ER

TikTok
Western Europe Heoe

(the United Kingdom,

4-6x

5-8% (nano)
2-4% (micro)
1-2% (macro)

EUR 10-30

G
ermany) Instagram

5-7x

4-6% (nano)
2-3% (micro)
1-1.5% (macro)

EUR 20-50

TikTok/Douyin
Asia (China, South

4-7x

8-10% (nano)
7-8% (micro)
5-7% (macro)

USD 5-20

Korea, Indonesia)
Instagram

4-6x

6-8% (nano)
3-4% (micro)
1-2% (macro)

USD 10-30

TikTok

Ukraine

3-5x

7-9% (nano)
4-6% (micro)
2-3% (macro)

USD 7-25

Instagram

4-6x

5-7% (nano)
3-4% (micro)
1-2% (macro)

USD 15-40

Source: compiled by the author based on TikTok influencer marketing strategies for 2025 (2025), Western marketing statistics
2025 (2025), TikTok in Europe: Your complete business guide for 2025 (2025), Admitad (2025)

Western European campaigns demonstrate the greatest
economic efficiency, combining high consumer purchasing
power and technological maturity of the market. In Asia,
despite lower costs, comparable ROI figures are achieved
due to the dynamic spread of social commerce, especially
in short video formats. Ukraine is still in the process of ac-
tively developing a system for evaluating the effectiveness
of influencer campaigns, but it is showing a steady trend
towards increasing ROI by combining native content, in-
tegrating user-generated content, and expanding the use

of AI analytics in the selection of partners. A comparison
of regions shows that TikTok provides a higher return on
investment with a lower CPA in all countries, while Ins-
tagram remains an effective channel for premium brands
with a broader age audience. Ukraine and other post-so-
cialist markets are characterised by rapid growth in en-
gagement, due to lower advertising saturation. In Asia, the
combination of Big Data analytics and algorithmic content
personalisation is central, while in Europe, the emphasis is
on ethics, transparency and authenticity in collaboration
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with influencers. Thus, the effectiveness of influencer mar-
keting depends on the regional context: in Europe, it de-
pends on strategic depth; in Asia, it depends on technolog-
ical integration; and in Ukraine, it depends on authenticity
and flexibility. Combining TikTok and Instagram platforms
within a single communication strategy provides an opti-
mal balance between reach, trust and economic effective-
ness of campaigns.

Discussion

The growing role of digital technologies in marketing com-
munications is fundamentally changing the way brands and
consumers interact. Influencer marketing, which initially
relied primarily on the emotional authenticity and social
capital of opinion leaders, is now evolving into a complex
system in which algorithms, Big Data and Al are crucial.
These changes necessitate a deeper analysis of how trust,
authenticity, and personalisation shape consumer loyal-
ty in the digital environment. Compared to the study by
A. Maulana et al. (2023), which addressed the behavioural
aspects of consumer-brand interactions, this study expand-
ed the topic by integrating digital technologies as a driver
of loyalty. While A. Maulana et al. (2023) emphasised emo-
tional authenticity and sincere communication through a
Customer Relationship Management approach in the beau-
ty industry, the presented study addressed algorithms and
analytical systems that supported content personalisation
and strengthened mutual trust. In both cases, trust was not
viewed as a consequence of advertising, but as a dynamic
process shaped by a combination of emotional connection
and technological precision.

A similar evolution of approaches is present in compar-
ison with the study by J.-L. Galddn et al. (2024). Both studies
explored the role of algorithms and Al in influencing user
behaviour, but from different perspectives. J.-L. Galdén et
al. (2024) interpreted algorithms as a social phenomenon
that generated information “bubbles” and new ethical di-
lemmas of digital communication. In contrast, this study
addressed the same processes from a utilitarian perspec-
tive as a means of improving the effectiveness of influenc-
er marketing, targeting accuracy, and ROI measurement.
Thus, the focus shifted from the social consequences of
algorithmisation to the practical mechanisms of its appli-
cation in marketing analytics. A comparison with the study
by S.P. Migkos et al. (2025) demonstrated similarities in
the interpretation of digitalisation as a tool for optimising
communications, but differences in the level of analysis.
S.P. Migkos et al. (2025) considered technologies in the
context of strategic data management and business process
automation, while this study delved deeper into the mi-
cro-level of interaction between influencers and subscrib-
ers. While the former emphasised the strategic value of dig-
ital tools, the latter demonstrated how they form emotional
connections and loyalty within specific social platforms.

This study and the study by E. Benevento et al. (2025)
correlate in concluding that the effectiveness of influencer
marketing was determined by the synergy between trust,
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authenticity, and emotional interaction with the audience.
Both approaches emphasised that these factors shaped sus-
tainable behavioural loyalty and contributed to brand value
growth. However, in the study by E. Benevento et al. (2025),
the focus was on the ethical aspect of influencers’ activities:
transparency of communication, compliance with advertis-
ing standards, and the impact of ethical reputation on con-
sumer perception of content. The study proved that adher-
ence to ethical standards and honesty in interacting with
the audience increased the level of trust in brands, while
manipulative or hidden advertising practices undermined
loyalty. Thus, both approaches converged in assessing trust
as a central factor of loyalty. However, E. Benevento et
al. (2025) addressed the ethical principles and social re-
sponsibility of influencers, while in this study, technologi-
cal mechanisms such as algorithms, AI, and Big Data were
leading in the efficiency and measurability of influence.
Compared to B. Libai et al. (2025), the emphasis shifted
from theoretical determination of practical implementa-
tion. The authors described influencer marketing as part
of a complex value creation ecosystem that combines com-
panies, opinion leaders, and digital platforms. This study,
in turn, illustrated how these relationships occur in prac-
tice through TikTok, Instagram, and YouTube algorithms,
which ensure real growth in engagement and ROI. B. Li-
bai et al. (2025) theoretical “creator economy” found empiri-
cal confirmation in analytical models and digital indicators.

Analysis of the results in the context of M. Fikri (2025)
showed a shift from the psychological dimension to the
technological one. While M. Fikri (2025) perceived trust as
a consequence of the authenticity, appeal, and expertise of
the influencer, this study expanded on this concept, explain-
ing it through algorithmic personalisation mechanisms and
Big Data analytics. In both cases, trust was a central factor,
but its nature evolved from emotional to digital-analytical.
A comparison with I. Zahran & H.Y. Aljuhmani (2025)
showed another axis of development from the ethical to
the technological dimension of influencer marketing.
I. Zahran & H.Y. Aljuhmani (2025) viewed influencers
as moral agents who, through their stable values, shaped
conscious consumption in the fashion industry. This study,
on the contrary, demonstrated how trust and loyalty can
be built on algorithmic personalisation, accurate predic-
tion of reactions, and technological adaptation of content.

K.A. Azhar et al. (2024) highlighted the cultural di-
mension of trust, emphasising the influence of social
norms and religious values on the perception of influ-
encers in Muslim countries. In the presented study, trust
was interpreted as the result of technical optimisation of
the interaction between personalised content and accu-
rate targeting. This difference demonstrated how cultural
and technological contexts can complement each other,
forming different trajectories of loyalty development. The
study by S. Yong et al. (2024) addressed the psychologi-
cal mechanisms of self-presentation, social attractiveness,
and identification with influencers. In contrast, this study
showed how algorithms and AI create an environment of

Innovation and Sustainability, 2025, Vol. 5, No. 3 97



Influencer marketing...

personalised interaction, where trust becomes the result
not only of an emotional connection, but also of techno-
logical alignment between the brand and the user.

The presented study and the work of W. Mu &
Y. Yi (2024) correlated in concluding that the key factors
in the effectiveness of influencer marketing were trust, au-
thenticity, and emotional engagement of the audience. Both
approaches emphasised that interaction between the brand
and opinion leaders formed lasting behavioural loyalty,
and personalised content strengthened consumers’ identi-
fication with the brand. W. Mu & Y. Yi (2024) addressed
economic mechanisms, examining how social media cre-
ated added value by increasing consumer trust, reducing
information asymmetry, and increasing conversion. The
same study emphasised technological factors such as social
network algorithms, Big Data, and Al, which determined
content personalisation, analytical decision support, and
ROI improvement. Both studies correlated in the percep-
tion of trust as a key element of loyalty but differed in their
approach: W. Mu & Y. Yi (2024) focused on the economic
benefits of influencer marketing, while this study highlight-
ed the digital-analytical aspect of its effectiveness.

The study by Z. Qiu et al. (2025) and presented research
correlated in concluding that the combination of emotional
authenticity and technological accuracy determined the ef-
fectiveness of digital marketing. In both approaches, trust
was defined as the key to building stable consumer loyalty.
However, the work of the authors analysed focused on net-
work dynamics and brand integration into cross-platform
ecosystems, while this study addressed analytical tools, so-
cial network algorithms, Big Data and Al, which increased
the accuracy of targeting and behaviour prediction. While
Z. Qiu et al. (2025) interpreted loyalty as the result of emo-
tional interaction in the media space, this study interpreted
it through the effectiveness of algorithmic personalisation
and ROI measurability.

A summary of various approaches showed that influ-
encer marketing has gradually transformed from an emo-
tional and communicative practice into a structured digital
tool for managing trust. Regardless of the subject of analy-
sis — social behaviour, cultural contexts, ethical principles,
or economic outcomes — all the studies reviewed confirmed
the key role of trust as the core of loyalty. At the same time,
the directions of its formation have evolved: from emotion-
al authenticity and interpersonal communication to ana-
Iytical personalisation, algorithmisation of processes, and
consumer behaviour forecasting. This shift highlighted a
new paradigm of influencer marketing, in which human
emotionality was combined with technological precision,
and digital data became the basis not only for measuring
effectiveness but also for building lasting trust between the
brand and the audience.

Conclusions

A summary of the research results showed that influenc-
er marketing has become one of the most effective tools
for building consumer trust and loyalty in the digital

environment. Social media algorithms, Al, and Big Data
technologies have created a new communications ecosys-
tem in which content personalisation, analytical accuracy,
and transparency of interaction between the brand and the
audience is substantial. In 2025, the influencer marketing
market reached over USD 24 billion, with TikTok remain-
ing the leader in ER with an average of 4-7%, Instagram
offers stable coverage ranging from 1.45% to 2.18%. On
TikTok, short interactive videos of up to 30 seconds proved
to be the most effective, while on Instagram, Reels are
preferred, exceeding the reach of Stories by six times. In
Ukraine, where TikTok has 17 million users and Instagram
has 12 million, brands are targeting micro- and nano-influ-
encers, who provide a high level of trust and engagement.

The use of social media algorithms and Al improved
targeting accuracy, automated influencer selection, and
shaped analytically sound campaigns. TikTok demon-
strated the highest return on investment at the lowest cost,
while Instagram provided deeper emotional engagement
and long-term loyalty. The integration of Big Data into au-
dience segmentation and behaviour forecasting reduced
investment risks and increased ROI. Analysis of Ukrainian
cases, Rozetka, Lukas, and Intertop, also showed that com-
bining analytics and creativity contributes to high ROI and
sales growth. Thus, in 2025, influencer marketing has be-
come not only a means of communication but also a strate-
gic mechanism for managing trust, emotional engagement,
and the economic efficiency of brands.

An analysis of financial indicators confirmed the eco-
nomic feasibility of this tool. The average ROI worldwide is
approximately USD 5.78 in profit for every dollar invested,
while in Ukraine it is USD 4-5, which is in line with East-
ern European countries. In Western Europe, the most suc-
cessful campaigns achieved an ROI of up to USD 20, and
in Asia, USD 6-7 due to social commerce and analytical
platforms. The CPA level on TikTok ranged from USD 7
to 25 in Ukraine and from 10 to EUR 30 in the EU, which
indicates the competitiveness of the market. The short-
term ROI had an index of 99, and the long-term ROI had
an index of 151, confirming the cumulative effect. A 46%
increase in conversions and a 44% direct impact on sales
proved the close link between influencer activity and brand
financial results. The limitation of the study was the em-
phasis on TikTok and Instagram, without considering the
impact of other platforms. Prospects for further research
include expanding the analysis to multi-platform ecosys-
tems, in particular the metaverse and virtual influencers,
for further analysis of the mechanisms of digital trust.
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AHoOTALiA. MeToI0 aHOTO JOCTiKEeHHA Oy10 3’ACyBaTM, AKMM YMHOM KOMYHiKalliliHa aKTUBHICTD JIifiepiB JYMOK y
colianbHUX Mepexxax (opMye HOBipy CHOXXMBadiB, OCUIIOE IX eMOLiIIHY IPUXVIBHICTD Ta CTUMY/IIOE IIOBEJiHKOBY
JOSUIBHICTD O OpeHAiB. MeToponoris HOCHIKeHHA IPYHTYBajlacsi Ha KOMIUICGKCHOMY TeOPETMKO-aHAIITUYHOMY
IiIXOMi, AKMIl NOENHYBAaB KOHTEHT-aHaJIi3, NOpPiBHANbHUII aHali3 Ta Kelic-MeTom. Y mpoleci gocaimpkeHHs Oyno
BUABJICHO, 1110 I7I00a/IbHIIT PUHOK iHGITI0oeHCep-MapKeTUHTY y 2025 poui cArHyB 24 MinbsApaAiB Bonapis, TOAI AK cepenHil
IIOKAa3HMK PeHTa0eIbHOCTI iHBeCTUIII CTAaHOBUTD 5,78 monmapa mpuOyTKy Ha KOXkeH jonap iHBectuniit. B Ykpaini nei
IIOKa3HMK JJOpiBHIOE 4-5 nonmapaM. Busnaveno, mo TikTok sanumraersbesa nigepom 3a piBHeM 3aIy4eHOCTi KOpUCTYBadiB
i3 moxasHmkoM 4-7 %, Tozi Ak Instagram sabesmedye cTabiIbHICTh OXOIUICHHA Ha piBHi 1,45-2,18 %. AHais okasas,
mo y kpainax 3axifHoi €Bpomn (Bemuxa bpuranisa, Himeuunna) HaifycmimHimi xamnaHil ocArmy peHTabelIbHOCTI
imBectuniit go 20 gonapis, Topi AK y kpainax Asii (Kutait, IliBgenna Kopes, IHoHesis) meil IOKa3HUK CTaHOBMB
6-7 momapiB 3aBAKM iHTerpamii comiajbHOI KoMeplil Ta aHamiTMYHMX ITatdopM. B Vkpaiui HaitBuui pesyabraTu
IIPOJIeMOHCTPYBa/IM KaMIIaHil 3 MiKpoiHdmoeHcepamu, sKi 3a06e31edyloTh MifIBUIIeHHA KOHBePCilt 1o 46 % i 3pocTaHHA
npogaxis 10 40 %. BcTaHOBNIEHO, 110 BUKOPUCTAHHA IITYYHOTO iHTE/IEKTY JO3BOJIAE MiIBUIUTY TOYHICTh TapreTyBaHHA
Ta 3HU3UTY BUTpaTy Ha 15-20 %, a Texnosorii Big Data cipuAioTh KpaloMy IpOrHO3yBaHHIO IIOBENIHKM CIIOXKMBAYiB i
ifiBUIeHHIO epeKTUBHOCTI KaMIIaHiil Ha 25 %. Pe3ynbTaTyl [OCIiKeHHA MOXXYTh Oy TU BUKOPYCTaHi KOMIIAHIAMY Jid
onTyMisarii crpareriit iHdIOeHcep-MapKeTUHIY, HiBUIEHHA peHTa0eIbHOCT] IHBeCTUII N Ta 3MiLHEeHHA OSA/IBHOCTI
ayguropii y nudposomy ceperoBui

KAlo4oBi cAoBa: AITOPUTMM COLIA/IBHUX MEPeX; LUTYYHMII IHTEIEKT; 3a/ly4eHiCTh ayguTopii; piBeHb [OBipu;
peHTabeIbHOCTI IHBeCTUIIIIT; TapreTyBaHHA
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