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COIIAJIbHO-EKOHOMIYHI TEHJEHIIII TA ITIPOBJIEMH PO3BUTKY MAJIOT'O TA
CEPEJIHHOT'O BI3HECY B YKPATHI B YMOBAX BOEHHOI'O CTAHY

Axmyansuicmo 0ocnioncenns 3ymosiena 3pocmaiouoiro ponnio MCE y niompumyi coyianvnoi cmabireHocmi,
EKOHOMIYHOI AKMUSHOCME MA PE2IOHAIbHOL CIITIKOCME 8 YMOBAX CUCIEMHOI KpU3U, CHPUHUHEHOI UUPOKOMACUMAOHOI0
36poiinoio azpecicio npomu Ykpainu. MCH ne nuwe 3abe3neyye poboui micys i no0amkosi HAOX00HCeHHS, d 1 0edai
yacmiule 6UKOHYE COYIANbHI (DYHKYII — cnpuse inmespayii 6HYMPIUHbO NepeMiyeHux ocib, niOmpumye GiliCbKO8UX,
3anyuyaemocs 00 eymanimaprux iuiyiamus. Y cmammi 30ilCHEHO KOMNJIEKCHULU AHANI3 COYIAIbHO-eKOHOMIYHUX
meHOeHyill ma npoodiem QyHKYIOHY8AHHSA MAN020 ma cepednbozo bisnecy (MCE) 6 Ykpaini 6 ymogax 60eHHO20 cmaHy.

Memorw ma 3ae0annsa cmammi. Memoro cmammi € 8UABNEHHA KNI0OY08UX BUKAUKIE, 3 AKumu cmukacmovcas MCE nio
yac GitiHUL, BUSHAYEHHS A0ANMUBHO20 NOMEHYIATY NIONPUEMCIE A (POPMYIIO8AHHS NPIOPUMEMHUX HANPAMIE 0epIHCasHOT
nonimMuKy RIOMPUMKU MAT020 NIONPUEMHUYMBA 6 YMOBAX KpU308UX mpanc@opmayii. 3a80anHs O00CHiONCeHHs
BKIIOUAIOMb AHANI3 MEeHOeHYIll, OYIHKY epeKmuGHOCMI ICHYIOUUX MEeXAHI3MI8 NIOMPUMKU, GUBYEHHS MINCHAPOOHO20
00c6idy ma po3pobKy npono3uyil wooo 3miyHen s NIONPUEMHUYLKOT CIIUKOCTI.

Mamepianu ma memoou. Y npoyeci 00CRiONCEHHS BUKOPUCMAHO 3A2ANbHOHAYKOSI MaA CneyianrbHi Memoou:
NOPIGHANLHUL AHANE3, CUuCmeMamu3ayiio, HOYKYilo ma 0edyKyiio, Kelc-ananiz, a makodic eiemMeHmu @GaxmopHozo
nioxoaoy. ocepenvroio 6asoio cmanu dani Minicmepcmea exonomiku Yrpainu, anarimuunux yenmpie (KSE Institute,
GIZ, USAID), mischapoonux Ginancosux opeanizayiti ma 61acHe y3a2aibHeHHs . eMIIPULHUX CHOCIEPENCEHD.

Pezynomamu. Jlocnioocennsn ecmanoguno, wo ykpaincokuti MCBE 6 ymosax 60€mH020 cmamny O0eMOHCMPYE 5K
8pasnusicms, Max i UcoKutll pisenv adanmusnocmi. Boonouac 6invuicms npobnem — 30Kpema necmaua QiHAHCY8aAHHS,
Kaoposi empamu, pyuHY8aHHA IHQpacmpyKkmypu, 102iCmuyHi 6ap’epu — He MarOms KOPOMKOMEPMIHOBUX pilieHb Oe3
cucmemnoi Odepoicasnoi ma MmisxcHapoonoi niompumku. Ocobnugy ysazy NpuoieHo auanizy MexXaHizmié penokayii,
mpaHcgopmayii 6iznec-mooenetl, a maKodic GoOpMy8aHHs HOBUX 0CePeOKi8 NIONPUEMHUYLKOL aKMUBHOCI Y be3neyHiuux
pecioHax.

Bucnosku. Obrpynmosano neodxionicmo peanizayii cmpameeii 0062ocmpoxogozo possumiky MCB, 3acnosanoi na
npo3opitl. nooamkosii ma Qinancositi noximuyi, docmyni 00 oceimu U YUPPOBUX MeXHON02il, NAPMHEePCMEL 3
MIHICHAPOOHUMU OOHOPAMU, THCIMUMYYIUHIU niOompumyi uepe3 6iznec-inKyoamopu. Axyenm 3pooneHo Ha 8aANCIUBOC
PecioHaNbHOI NOIMUKU Ma SIKOCMI CIMBOPI08aHUx poboyux micysb. Aemop niokpecaioe, wyo MCE mae nomenyian cmamu
b6aszucom 0151 NICIABOEHHOI eKOHOMIUHOT 8100Y008U, OOHAK 1020 Peanizayis MONCAUBA TUULE 34 YMO8 YiNeCnpAMOBaAHOL
NOATMUKYU RIOMPUMKU 3 OOKY 0epICABU.

Knrwwuosi cnosa: exonomiuna CMIUKICMb, COYIANbHO-eKOHOMIYHA — adanmayis, perokayis  nionpuemcms,
MIKDODIHAHCYBAHHA, 0epAHCcA6HA NIOMPUMKA, KPU30GULL MEHEeONCMEHMm, 3AUHAMICMb, peciOHANbHA  NOAIMUKA,
MIJHCHAPOOHA OONOMO2a, NIONPUEMHUYMEO 8 YMOBAX GIlIHUL.
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SOCIO-ECONOMIC TRENDS AND PROBLEMS OF SMALL AND MEDIUM-SIZED BUSINESS
DEVELOPMENT IN UKRAINE UNDER MARTIAL LAW

Topicality. The article provides a comprehensive analysis of socio-economic trends and problems of small and
medium-sized businesses (SMEs) in Ukraine under martial law. The relevance of the study is due to the growing role of
SMEs in maintaining social stability, economic activity and regional resilience in the context of the systemic crisis caused
by the large-scale armed aggression against Ukraine. SMEs not only provide jobs and tax revenues, but also increasingly
perform social functions, such as facilitating the integration of internally displaced persons, supporting the military, and
engaging in humanitarian initiatives.

Aim and tasks. The aim of the article is to identify the key challenges faced by SMEs during the war, to determine the
adaptive potential of enterprises and to formulate priority areas of state policy to support small businesses in the context
of crisis transformations. The objectives of the study include analyzing trends, assessing the effectiveness of existing
support mechanisms, studying international experience, and developing proposals for strengthening entrepreneurial
resilience.

Materials and methods. The study used general scientific and special methods: comparative analysis, systematization,
induction and deduction, case analysis, and elements of the factor approach. The source base was the data of the Ministry
of Economy of Ukraine, think tanks (KSE Institute, GIZ, USAID), international financial organizations, and the author's
own generalization of empirical observations.

Research results. Ukrainian SMEs under martial law demonstrate both vulnerability and a high level of adaptability.
At the same time, most of the problems, such as lack of funding, human resources, infrastructure destruction, and logistical
barriers, have no short-term solutions without systemic government and international support. Particular attention is
paid to the analysis of relocation mechanisms, transformation of business models, and the formation of new centers of
entrepreneurial activity in safer regions.

Conclusion. The conclusions substantiate the need to implement a strategy for the long-term development of SMEs
based on transparent tax and financial policies, access to education and digital technologies, partnership with
international donors, and institutional support through business incubators. The author emphasizes the importance of
regional policy and the quality of jobs created. The author emphasizes that SMEs have the potential to become the basis
for post-war economic recovery, but its realization is possible only under conditions of a targeted support policy from the
state.

Keywords: economic sustainability, socio-economic adaptation, relocation of enterprises, microfinance, state support,
crisis management, employment, regional policy, international assistance, entrepreneurship in war.

Problem statement and its connection with military. These phenomena open up new vectors for

important scientific and practical tasks. In the
current conditions of a full-scale war in Ukraine,
small and medium-sized businesses (SMEs) are
facing unprecedented challenges that significantly
affect not only their direct activities but also the
overall state of the national economy. On the one
hand, SMEs are a key element of social and
economic stability, creating jobs, generating tax
revenues, and contributing to regional development.
On the other hand, it is this sector that is most
vulnerable to external shocks, including the loss of
markets, reduced purchasing power, logistical
constraints, and the destruction of infrastructure as
a result of hostilities.

At the same time, there is an increase in the
adaptive potential of SMEs, manifestations of social
responsibility of business, and a growing role of
local initiatives in supporting the population and the

scientific understanding of the transformation of
this sector under martial law. Of particular
importance is the study of mechanisms that allow
small and medium-sized businesses not only to
survive but also to adapt to the new economic
reality.

Thus, the relevance of the problem is driven by
the need for a comprehensive analysis of socio-
economic trends in SME  development,
identification of key barriers and factors of
resilience in the context of war, and development of
scientifically sound practical recommendations for
state policy to support this sector.

The solution to these problems is not only
theoretical but also directly applicable — both for the
formation of an effective economic strategy for
Ukraine’s recovery and for ensuring social
cohesion, preserving the business environment and
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enhancing the economic security of the state.
Analysis of recent publications on the
problem. In 2022-2024, a significant number of
scientific and analytical publications were devoted
to the transformation of small and medium-sized
businesses in Ukraine in the context of a full-scale
war. The researchers focused mainly on such
aspects as SMEs’ adaptability to crisis conditions,
regional relocation of enterprises, decline in
business activity, changes in employment, and the

need for institutional support for
business(Petrunenko, I, Ustymenko, V.,
Dzhabrailov, R., Vozniakovska, K., Sieriebriak, S.,
2025).

For example, Baranovska (Baranovska, O.,
2023) examines structural changes in SMEs in the
frontline regions of Ukraine, particularly in the
services and light industry sectors. The author
emphasizes that the survival of enterprises directly
depends on the speed of adaptation to new
conditions and access to financial instruments.

A study by the Ukrainian Center for Social Data
(UCSD) and KSE (2023) analyzed changes in
business activity between February 2022 and July
2023. According to the report, more than 42% of
SMEs temporarily suspended operations, and about
20% moved production to other regions. It also
draws attention to the increasing role of the IT
sector and online services.

Analytical reviews by international
organizations, such as the EBRD (2023), USAID
(2022), and GIZ (2023), emphasize the need to
create sustainable support programs for Ukrainian
entrepreneurs, including grant mechanisms, training
platforms, and business relocation programs.

The reports of the CASE Ukraine think tank
(2023) examine the peculiarities of the
transformation of demand and consumer behavior,
as well as the problems of lending and inflationary
pressure on enterprises.

Allocation of previously unsolved parts of the
general problem. Despite the existing publications,
further comprehensive research of the long-term
socioeconomic consequences for SMEs in the
postwar period, particularly in the context of
regional development and national economic
security, remains relevant.

First, the mechanisms of resilience and
adaptation of SMEs to long-term crises are not
sufficiently studied, in particular from the
perspective of entrepreneurial behavior, internal
organizational changes, and new risk management
strategies. Existing studies mainly focus on short-
term effects or describing losses, while in-depth
analysis of innovative models of enterprise survival
remains limited.

Second, the role of social entrepreneurship and
civic initiatives in supporting SMEs remains under-
researched. Although recent reports mention the
growth of socially responsible businesses, their
impact on economic stability, IDP integration, and
support for the army has not yet been systematized
from a scientific perspective.

Third, the study of regional disparities in the
development of SMEs during the war remains
relevant. A significant part of the research is of a
nationwide scale and does not take into account the
specifics of individual territories, in particular de-
occupied or frontline regions, where the challenges
are unique and require special approaches.

Fourth, there is a need for an evaluative analysis
of the effectiveness of state and international
support for entrepreneurship, including grants,
loans, and educational programs. Currently, there is
a lack of sufficiently representative empirical data
that would allow an objective assessment of the
extent to which these instruments contribute to
business recovery and development.

Finally, the issue of post-war recovery of the
SME sector remains equally important, and is
hardly addressed in the professional literature. The
development of a long-term strategy for the
country's economic rehabilitation requires a clear
vision of the place and role of small and medium-
sized enterprises in the new economic model of
Ukraine.

The purpose of the study is to provide a
comprehensive analysis of socio-economic trends
and problems of small and medium-sized
businesses in Ukraine under martial law, as well as
to identify priority areas of state support and
mechanisms for sustainable development of the
business sector in crisis circumstances.

Materials and methods of the study. In order
to achieve the goal and implement the objectives of
the study, a set of methods was used to
comprehensively analyze the state and trends of
small and medium-sized businesses in Ukraine
under martial law.

The information base of the study was formed
by:

- analytical reports of international organizations
(USAID, EBRD, GIZ, International Labor
Organization);

- national statistical sources (State Statistics
Service of Ukraine, NBU and Ministry of Economy
reports);

- research by leading Ukrainian economic
centers (Kyiv School of Economics, CASE
Ukraine, Center for Economic Strategy);

- scientific publications of domestic researchers;

- results of thematic sociological surveys of
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entrepreneurs conducted in 2022-2024.

The following methods were used in the study:
system analysis method (to identify the
interrelationships between economic, social and
political factors affecting the state of SMEs during
wartime), comparative method (to compare regional
peculiarities of business functioning and identify
disparities in the pace of adaptation and
development), content analysis method (to process
qualitative data from reports, expert interviews and
media publications to identify key issues and
business needs), elements of SWOT analysis (to
assess the strengths and weaknesses of the business
community).

The study pays special attention to the practical
experience of relocating enterprises, which was
analyzed on the basis of open cases (media
publications, information from regional military
administrations and business associations).

This combination of quantitative and qualitative
methods made it possible to ensure both the
analytical depth of the study and its applied
orientation.

An outline of the main results and their
justification. Small and medium-sized businesses
(SMEs) have traditionally been the backbone of the
economic structure of most countries. In the global
context, this sector accounts for more than 50% of
employment in the formal economy, as well as a
significant share of gross domestic product. In the
face of current challenges, including sustainable
development, environmental balance, social
inclusion, and digital transformation, SMEs
demonstrate  flexibility and readiness for
innovation, which gives them a key role in
addressing socioeconomic issues.

The importance of the SME sector in achieving
the World Bank Group's strategic goals of reducing
poverty and ensuring general welfare has led to a
concentration of support from international
financial institutions on entreprenecurial activity. In
particular, modern areas of financing, such as the
development of the digital economy, green energy,
and agro-industrial chains, are in the focus of the
World Bank, EBRD, and IFC.

Recent trends in developing countries show
rapid growth in the ICT and mobile technology
sectors, where SMEs have the potential to generate
a significant share of innovation and job creation.
According to Vantage Market Research (Vantage
Market Research, 2022), the global renewable
energy market — which includes major clean
technologies — will grow from $880 billion in 2020
to $1.6 trillion in 2028, opening up additional
opportunities for Ukrainian businesses to get
involved.

The conditions of a full-scale war in Ukraine
have become a critical stress test for the business
environment. However, it was in these conditions
that SMEs demonstrated significant adaptability by
revising their business models, sales channels, and
areas of activity. There was a rapid reorientation to
online commerce, and activity in logistics, IT
services, and humanitarian support increased. Some
companies started serving the needs of the Armed
Forces of Ukraine, internally displaced persons
(IDPs), and volunteer organizations.

International donors, such as USAID, GIZ, and
the EBRD, have become a source of support for
SMEs, offering grants, microloans, and training
programs. These initiatives have helped not only to
preserve businesses, but also to create a new
generation of entrepreneurs capable of operating in
an unstable environment.

At the same time, however, there are a number
of problems: direct physical losses of enterprises,
destruction of production facilities in the war zone,
logistical barriers, lack of personnel, and financial
instability. The mobilization of workers, internal
and external migration, and the decline in the
purchasing power of the population only deepen the
crisis in the sector.

SMEs are a key generator of jobs: before the war,
this sector provided up to 60% of employment. Its
functioning is the basis of social stability. The
preservation and development of SMEs in times of
war is not only economically important but also
socially important, as it supports local communities,
reintegrates IDPs, and creates new jobs.

Given the above, SME support requires a
comprehensive approach:

- creation of an effective microfinance system;

- tax incentives for enterprises in the combat
zone;

- prioritized state orders for SME goods and
services;

- creation of platforms for business education,
exports, and digitalization;

- security and relocation guarantees.

In addition to stimulating local economic growth
and job creation, small and medium-sized
businesses play an increasingly important role in
addressing pressing development challenges,
especially in terms of sustainability and quality of
services.

Recognizing the important role of SMEs in
development, the World Bank Group, through its
Global Trade and Competitiveness Practice Center,
focuses on strengthening the capacity of promising
enterprises in fast-growing sectors, including
agribusiness, ICT, and green technologies. To this
end, a global network of business incubators has
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been established, including Climate Innovation
Centers, Agribusiness Entreprencurship Centers,
and Mobile Application Labs (mLabs). These
institutions support entrepreneurs at all stages of
their business by providing seed funding, technical
training, and access to market information.

Ukrainian banks are unable to provide long-term
financing due to their own financial instability. With
limited access to reliable capital, businesses are
forced to turn to international financial institutions
(IFIs), such as: European Bank for Reconstruction
and Development (EBRD), International Finance
Corporation (IFC), etc.

These institutions provide long-term financing
for a period of 7 to 15 years with the possibility of a
grace period, during which only interest is paid on
the loan.

The EBRD is the most active investor in
Ukraine, having invested more than €13 billion in
more than 500 projects since its establishment in
1991. The IFC, as an arm of the World Bank, is
exclusively engaged in financing private business
and has invested over $3.3 billion in Ukraine.

The main shareholders of the EBRD and IFC are
developed economies, which created these
institutions to support the development of market
relations and private business in developing
countries.

The most active IFI in Ukraine, which has
implemented the largest number of projects both in
terms of number and volume of funding, is the
European Bank for Reconstruction and
Development. The EBRD was established in 1991
to support market economies and democracy in 34

countries, from Central Europe to Central Asia,
although recently its activities have also expanded
to some countries in North Africa and the Middle
East. Over the years, the EBRD has invested more
than €13 billion in Ukraine, and in recent years our
country has been among the leaders in terms of
investment.

The International Finance Corporation (IFC), a
part of the World Bank Group, was established in
1956 to stimulate private sector growth around the
world. The difference between the IFC and the
EBRD is that it is exclusively engaged in financing
private business. In the period from 2022 to 2024,
the International Finance Corporation (IFC)
significantly stepped up its support for the
Ukrainian private sector in response to the large-
scale challenges posed by russia’s full-scale
invasion. In 2022, the IFC initiated the Economic
Resilience Action (ERA) program with up to USD
2 billion, aimed at stabilizing the economy by
attracting investment in critical areas (IFC, 2022).
The total amount of funding for 2022-2024 reached
about USD 1.6 billion, of which USD 1.1 billion
was IFC’s own funds, and another USD 530 million
was mobilized from donor sources (IFC, 2024a). In
2024, further plans were announced to invest $1.9
billion under a new 18-month strategy, confirming
IFC's long-term commitment to Ukraine's economic
recovery (IFC, 2024b). This level of international
financial support is a key mechanism for stimulating
the development of small and medium-sized
businesses, digital technologies, the agricultural
sector, and energy in the wartime and post-war
period.

0,8

0,6 -

bln USD

0,2 -

2022 2023

m Equity financing, USD bln

2024 (til Sep.) 2024-2025 (planned)

@ Funds mobilized, billion USD

Fig. 1. Dynamics of IFC financing in Ukraine in 2022-2025.

Source: International Finance Corporation

In the context of Ukraine's deepening integration
into the European economic area, there is a growing
institutional interest in the development of small
and medium-sized businesses on the part of the

European Bank for Reconstruction and
Development (EBRD). In recent years, the EBRD
has adapted its approaches to financing this
segment, defining it based on three key parameters:

2025 EKOHOMIYHI IHHOBAIIII 11
Towm 27, Bum. 2 (95)




annual turnover of up to EUR 50 million, assets of
up to EUR 43 million, and the number of employees
ofup to 500 people (EBRD, 2023). While Ukrainian
financial institutions often classify such enterprises
as large, international financial institutions rely on
broader European criteria. Companies that meet
these requirements can access an expanded support
package that includes grants for audits in
accordance with International Financial Reporting
Standards (IFRS), expert assistance in entering
European markets, technical audits, the introduction
of innovative technologies, and legal support (IFC,
2023; OECD, 2021). At the same time, direct
financing is subject to a number of conditions,
including EBITDA (earnings before interest, taxes,
depreciation, and amortization) of at least EUR 1
million, which is an indicator of the company's basic
operational stability regardless of the tax and debt
environment (World Bank Group, 2023). The
minimum amount of funding also varies: for the
EBRD - from USD 5 million, and for the
International Finance Corporation (IFC) - from
USD 10 million. For companies with smaller needs,
such as those purchasing imported equipment,
guarantees from export credit agencies of supplier
countries can be an appropriate mechanism for
raising financial resources, reducing financing risks
and facilitating technological modernization. All
this is especially important in the context of the
military  transformation of the  business
environment. According to the Kyiv School of
Economics (2023), about 42% of SMEs in Ukraine
suspended their operations in the first months of the
full-scale invasion, but by mid-2023, a significant
number of them were able to resume operations or
adapt to new conditions by relocating. In this
context, the government's business relocation
program, implemented with the participation of
regional military administrations, has become a
critical tool to support businesses in high-risk areas
(Ministry for Communities, Territories and
Infrastructure Development of Ukraine, 2023).

As of October 1, 2024, there were about 1
million individual entrepreneurs and more than
70,000 legal entities registered in Ukraine (State
Statistics Service of Ukraine) (SSSU, 2024). These
figures indicate that small and medium-sized
businesses have remained somewhat stable despite
the difficult conditions of martial law.

In January 2025, the Index of Business Activity
Expectations was 41.0, which is the same as in
January 2024. The traditional seasonal slowdown in
business activity at the beginning of the year was
exacerbated by the difficult security situation, lack
of investment, resources, and labor, as well as
inflation and devaluation processes. At the same

time, stable consumer demand and significant
international assistance had a positive impact.

In industry, the sectoral index declined to 42.0
(against 43.7 last year). The assessments of
enterprises weakened due to the destruction of
capacities, staff shortages, and rising costs. There
was a decline in expectations for production, orders,
and inventories.

In trade, the sectoral index was 40.0, up from
38.9 in January 2024. Companies expected a
decrease in turnover and purchases, but improved
their estimates of inventories. The downward trend
in trade margins continued.

In the services sector, the index equaled 41.1
(40.4 in January 2024). Expectations remain
restrained due to seasonality and rising costs.
Companies predicted a decline in orders and the
volume of services provided.

The lowest level of business activity is recorded
in construction: 37.2 against 31.9 last year. The
reasons for this are the seasonal decline and a
shortage of staff. The volume of work, orders, and
purchases is expected to decline further.

Expectations of price growth remained stable in
industry, construction, and services. In trade,
however, the share of firms expecting prices to rise
has declined significantly, in part due to seasonal
sales.

At the same time, survey results indicate
polarization in the IT sector: the weighted average
volume of work performed is 91.8% of the level of
the corresponding period of the previous year, but
almost half of respondents (48.5%) recorded a
decrease in production volumes (Center for
Innovation Development, 2024). This picture
demonstrates the heterogeneity of the impact of
economic challenges on different segments of
business in Ukraine.

At the same time, survey results indicate
polarization in the sector: the weighted average
volume of work performed is 91.8% of the level of
the corresponding period of the previous year, but
almost half of respondents (48.5%) recorded a
decrease in production volumes (Center for
Innovation Development, 2024). This picture
demonstrates the heterogeneity of the impact of
economic challenges on different segments of
business in Ukraine.

At the beginning of 2024, according to official
data from the Ministry of Economy of Ukraine
(2023), more than 850 enterprises were relocated
through the state relocation program, of which 630
successfully resumed operations at their new
locations. The main host regions included Lviv,
Zakarpattia, Ivano-Frankivsk, Khmelnytskyi, and
Chernivtsi oblasts.
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Fig.2. Business activity expectations index

Source: Center for Innovation Development

Analytical data from the KSE Institute (2023)
indicate that approximately 32% of relocated
enterprises operate in the manufacturing sector,
28% in logistics and trade, while the remaining
companies are engaged in services and IT. This
distribution reflects a targeted effort to preserve
critical infrastructure for production and delivery
amid the wartime decentralization process.

Enterprises involved in light industry, food
processing, metalworking, and woodworking
proved to be the most adaptable to relocation.
However, more than 30% of the relocated
businesses faced challenges related to logistics, a
shortage of qualified personnel in their new

locations, and incompatibilities in technical
infrastructure (GIZ, 2023).
Simultaneously, the western regions

experienced a surge in business activity. For
instance, the number of new business registrations
in Lviv Oblast increased by 24% in 2023 compared
to 2021, a trend partially attributed to enterprise
relocation (EBRD, 2023).

The relocation program provided transportation
support, assistance in finding premises, and help
with restoring documentation. However, according
to the analytical report by USAID (2023), the
process was often overly bureaucratic or slow,
which discouraged broader participation among
businesses.

On the other hand, GIZ and UNDP, in
partnership with local authorities, launched over 80
infrastructure initiatives aimed at supporting
relocated businesses, including the establishment of
industrial parks and coworking centers.

Successful examples include:

e A garment factory from Bakhmut resumed
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production within three months of relocating to
Ternopil Oblast and established export operations to
the EU.

e A Kharkiv-based manufacturer of
agricultural machinery components moved to
Volyn, opened a new facility, and created 25 new
jobs.

These cases illustrate the potential for
reindustrialization of less developed regions in
Ukraine through internal economic mobility
mechanisms.

Most surveyed entrepreneurs indicated that their
primary need is not only financial assistance but
also greater predictability and transparency of state
policy, along with access to educational resources
on crisis management and export strategies (KSE,
2023; USAID, 2022).

Thus, small and medium-sized enterprises
(SMEs) in wartime Ukraine serve not only an
economic but also a vital social function. Their
resilience largely depends on the ability of the state
and international partners to provide not fragmented
but systemic, long-term support.

Human resource management (HRM) practices
play a crucial role in the development of small and
medium-sized enterprises (SMEs). Although HRM
is generally less developed within SMEs compared
to larger firms, many small and medium businesses
are adopting innovative HRM approaches. For
instance, in Germany, high-performance work
systems are implemented in 11% of enterprises with
no more than 19 employees, and in approximately
one-third of enterprises employing between 20 and
199 workers. In Italy, 35% of small enterprises have
relatively advanced HRM systems, while 22%
combine innovative practices with well-established
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labor relations frameworks. A notable characteristic
of European SMEs is their active engagement in
vocational training and skills development: around
30% of SMEs undertake continuous vocational
education and training (CVET) initiatives. In Japan,
47% of SMEs (employing 30 to 99 workers) have
introduced performance-based pay systems, 26%
utilize performance appraisal mechanisms, and 66%
provide both off-the-job training and structured on-
the-job learning. These practices reflect an
increasing recognition among SMEs globally of the
strategic value of human capital and the integration
of HRM into broader organizational development.

Global data indicate that both types of programs
(training and access to finance) are more effective
in terms of job creation when they incorporate one
or more of the following elements.
Entrepreneurship training combined with expanded
access to finance yields better outcomes than
isolated interventions. There is compelling evidence
supporting the importance of building partnerships
with microfinance institutions during program
implementation, as the availability of credit can
motivate entrepreneurs to apply new business
practices acquired through training programs.
Youth-targeted programs tend to achieve more
positive results. One possible explanation is that the
entrepreneurial skills gap is more pronounced
among young people than in other age groups,
making the relative impact of interventions greater.
Another reason may be that younger cohorts exhibit
a stronger inclination toward establishing new
businesses. The Global Entrepreneurship Monitor
consistently shows that, regardless of a country's
level of development, the highest share of nascent
entrepreneurs falls within the 25-34 age group.

Programs aimed at women appear to be less
successful in terms of income generation and job
creation. However, this should not be interpreted as
a reason to scale back such initiatives, as their
outcomes likely reflect different entrepreneurial
goals among women and the structural barriers they
face. Numerous studies suggest that such programs
contribute to improved business practices (in the
case of training initiatives) or income stabilization
(when focused on financial access).

Overall, the formulation of policies that support
entrepreneurship through the provision of both
financial and non-financial support services can
contribute to the creation of a greater number of
high-quality jobs. Programs that combine access to
finance with non-financial services have proven to
be more effective than fragmented interventions,
which are still commonly implemented and should
be reduced. The impact on employment is
particularly significant among young people

compared to the general population. This leads to
the conclusion that the development of youth
entrepreneurship should remain a key component of
active labor market policies aimed at combating
youth unemployment and underemployment.

In light of the above, the following areas should
be prioritized in public policy:

e the establishment of an effective
microfinance architecture involving microfinance
institutions (MFIs);

e the introduction of targeted tax policies for
SMEs operating in conflict-affected areas;

e institutional support through business
incubators, educational platforms, and export hubs;

e the assurance of regulatory stability and
predictability in state policy;

e  vocational training programs, particularly
for youth and internally displaced persons (IDPs);

e integration of SMEs into global value
chains via digital tools.

The entrepreneurial sector in Ukraine holds
significant potential to become a driver of economic
recovery and transformation in the post-war period.
However, realizing this potential requires a coherent
state policy, institutional collaboration with
international partners, and the strengthening of
internal resilience mechanisms within the business
environment.

Thus, the sustainable future of Ukrainian SMEs
lies at the intersection of strategic vision, flexible
support instruments, and mutual trust between
business and the state.

Conclusions and perspectives of further
research. A comprehensive analysis of the
functioning of small and medium-sized enterprises
(SMESs) in Ukraine under martial law has revealed
both key socio-economic trends and critical
challenges affecting the resilience and development
of the entrepreneurial sector during the crisis period.

First, the study confirms that SMEs remain a
fundamental pillar of the national economy,
contributing significantly to employment and
serving as a source of social stability. Despite the
harsh conditions of wartime, many enterprises have
demonstrated high levels of flexibility, innovation,
and readiness for reorientation, indicating a strong
adaptive capacity.

Second, the war has exacerbated several chronic
issues within the sector, including limited access to
finance, logistical constraints, labor shortages,
insufficient government support, and low
confidence in long-term investments. At the same
time, international assistance and donor support
have played a critical role in sustaining existing
enterprises and enabling the launch of new
initiatives.
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Third, the business relocation mechanism —
despite organizational difficulties — has proven the
potential for regional redistribution of economic
activity. The surge in entrepreneurial dynamics in
western regions of Ukraine provides a foundation
for future policies aimed at reindustrialization and
economic decentralization.

Fourth, the quality of jobs created by SMEs is of
particular importance. European experience
highlights the need for not only quantitative but also

qualitative improvements — ensuring decent wages,
employment stability, and proper working
conditions. These factors are essential for long-term
social and economic sustainability.

Fifth, effective SME support practices include
the combination of access to finance with training,
targeted support for youth-led enterprises and
women’s entrepreneurship, the involvement of non-
governmental intermediaries, and the establishment
of long-term program monitoring systems.
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