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STATE BUDGET EXPENDITURES
FOR THE RESTORATION AND RECONSTRUCTION OF UKRAINE

BUAATKN AEPXXABHOIO BIOKETY
HA BIAHOB/EHHS TA BIABY0BY YKPAIHU

This article examines the current issue of spending the state budget of Ukraine on the restoration of
the country, which suffered significant losses as a result of the armed conflict (war) caused by the Rus-
sian Federation. The study focuses on the analysis of budget policy and the activities of government
bodies in view of the direction of expenditures, their effectiveness and socio-economic consequences.
The article analyzes the total volume of state budget expenditures aimed at the restoration of damaged
infrastructure, humanitarian aid and social support of the population. In particular, the role of interna-
tional donors in financing reconstruction projects and the degree of their influence on the formation of
national budget policy were investigated. The efficiency and effectiveness of costs for the reconstruc-
tion of destroyed territories were analyzed in detail, the favorableness of the budget policy for attracting
investments and developing the business environment was assessed. The article also highlights the
problems of corruption and lack of transparency in the process of distribution and use of funds, which
can significantly affect the success of the country's recovery. Based on the analysis, recommendations
were made to optimize the budget policy and increase the efficiency of the government's spending
on the country’s recovery. In particular, the possibility of improving the control system over the use
of budget funds, promoting the development of partnership relations with international organizations,
and increasing the transparency of resource allocation processes was considered. The results and
conclusions presented in the article can be useful for government officials, experts in budget policy, as
well as researchers who specialize in the issues of the country's reconstruction after military conflicts.
Key words: budgetary policy, expenditures, state budget, recovery, Russian-Ukrainian armed conflict
(war), social support, efficiency, corruption, international donors.

Liss cmammsi po3asisidae akmya/ibHy npobsiemamuky sudamkis depasHo20 6rooxemy YkpaiHu Ha
BIOHOB/EHHST KpaiHU, sika 3a3Ha/1a 3Ha4HUX 30UMKIB BHAC/TIOO0K 36poliH020 KOHGh/TiKmy (BIliHU) 3aB0a-
Hoto Pocilicbkoro Pedepaujieto. JocrioxeHHs1 (hoKyCyembCsi Ha aHaslizi GroOXemHol nosimuku ma
0isi/IbHOCMI ypsi00BUX OpaaHis 3 02/1510y Ha Hanpag/IeHicmb BUOAMKIB, IXHIO eheKmuBHICMb ma coyj-
&/TbHO-EKOHOMIYHI HAac/lioKU. Y cmammi npoaHasi3osaHo 3a2a/ibHull 06csi2 BUOamKig depxasHo20
6r00Xemy, CripsIMOBaHUX Ha pecmaspauyiro mocmpaxoasiol iHghpacmpykmypu, 2ymaHimapHy 0oro-
Mo2y ma couiasibHy MiOmpPUMKY HaceieHHs. 30Kkpema, OOC/IIOXEHO Posib MIKHAPOOHUX OOHOPIB y
chiHaHCyBaHHI MPoeKmiB BIOHOB/IEHHS ma CMyriHb IX BM/IUBY Ha (hOPMyBaHHS HayioHasIbHOT GH00Xem-
HoOI' nonimuku. [lemasibHo npoaHasiizosaHo eghekmusHicmb ma pesy/ibmamusHicms 8UmMpam Ha
PEKOHCMPYKYi0 3pylHOBaHUX Mepumopil, OYiHEHO crpusm/iusicmb 6r0demHol nosimuku 07151
3a/1y4eHHs Heecmuyili ma possuUmMKy 6i3Hec-cepedosuwja. B cmammi makox BUCBIM/IEHO Mpo-
6remu Kopynyjii ma HedocmamHbOI MPO30pOCcMi B8 MPOYECI PO3MO0/Ty ma BUKOPUCMAHHS KOLWIMIB,
WO MOXe cymmeso BI/IUHYMU Ha yCriwHIiCmb BIOHOB/IEHHS KpaiHU. Ha 0CHOBI nposedeH020 aHaslisy
HadaHo pekomMeHdayii ujooo ormumisayii 6roOXemHoi MoAIMUKU ma MiOBUEHHST egheKmuBHOCMI
BUMpam ypsidy Ha BIOHOB/IEHHS KpaiHU. 30Kpema, po32/IsiHymo MOX/UBICMb MOKpaLWEeHHs cucmemu
KOHMPO/IIO 38 BUKOPUCMAHHSIM GHOOXEMHUX KOWMIB, CPUSIHHS PO3BUMKY MapPMHEPCLKUX B38EMUH
3 MDKHapOOHUMU op2aHi3ayismMu ma niosUUEHHST Mpo3opocmi npouyecis po3nodisly pecypcis. Bcma-
HOB/IEHO, WO BIOHOB/IEHHSI YKpaiHu nic/is BilicbkoBO20 KOHGh/IiKMy rompebysamume rpasu/ibHO
cghopMoBaHUX MO/IMUK, € 00B20CMPOKOBUM MPOYECOM ma Moxe 3aliMamu decsmusiimmsi 0e K/k-
4oBy PO/ib 3igpae yinecnpsamMosaHicmb ma pillyyicmb i KOHCOAIOayis yCix BEpPCMB HACEe/IEHHS yKpa-
IHCbKO20 cycnifibemsa, ypsidy, 0epxasHuUX iHemumyuyiti ma dornomMoau MXHapOOHUX napmHepis, uo
CmaHe K/Il0H0B8UM (hakmopom 07151 00CSIHEHHST Memu. Pe3y/ibmamu ma BUCHOBKU, rpedcmassieHi
B8 cmammi, MOXymb 6ymu KOpUCHUMU 07151 depykasHUX rocadosyis, exkcriepmis 3 6ro0xemHol no/ii-
MUuKU, @& makox 0oC/liOHUKaMu, SKi crieyiastizytomsCsi Ha npobaemMamuyi BiIOHOBEHHS KpaiHu ric/s
BOEHHUX KOHGb/IIKMIB.

KntouoBi cnoBa: 6100xemHa nosimuka, sudamku, oepxasHul 6rooxem, BIOHOB/EHHS, POCILICbKO-
yKpaiHcbKul 36poliHuli KoHGIikm (BiliHa), coyiasibHa MidmpuUMKa, echekmuBHICMb, KOPYUYisi, MiXHa-
PPOOHI OOHOPU.
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Introduction. Ukraine is a country that has been
irreparably affected by yet another extraordinary
event, which was of decisive importance for its fate
and future. The Russian-Ukrainian war became
one of the most vulnerable and devastating armed
conflicts in the recent history of Europe

The mentioned military aggression left the
country in a difficult state of economic and social
disorganization. Among the key challenges
facing the government of Ukraine are mainly the
restoration of destroyed infrastructural facilities,
reconstruction of the housing stock, assistance to
affected settlements and displaced persons, as well
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as provision of social support to those affected by
the armed conflict.

However, the main obstacle on the way to the
revival of the country is the financial instability caused
by the destructive impact of the war on the economy
and the increase in the national debt.

Therefore, the state budget of Ukraine will direct
huge efforts to the recovery and development of
the country after the Russian-Ukrainian armed
conflict. Attracting internal and external investments,
developing strategic programs and projects to support
economic growth becomes a priority. An important role
in this process is played by international cooperation
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and the support of allies who are ready to help Ukraine
on its way to recovery and stability.

The process of rebuilding the country is not an
easy task, but Ukraine continues to make maximum
efforts to overcome all difficulties and ensure a better
future for its citizens. The state budget is becoming an
important tool in the hands of the Ukrainian authorities
to ensure sustainable development, revival of the
country and ensuring a peaceful and safe life for all
citizens. The efforts of the authorities, the joint efforts
of national and international partners, as well as the
active support of the Ukrainian people — these are
the key components that will help Ukraine return to
normal life and ensure a better future.

Setting objectives. Such scientists as:
Radionov Y.D., Blagun I|.G., Adamenko I.P,
Khayetska O.P., Humenyuk L. devoted their works
to the analysis of this topic.

The main research questions:

1. Analysis of state budget programs and
legislative acts related to the recovery of Ukraine
after military operations.

2. Study of allocated funds for the reconstruction
and restoration of infrastructure, energy, industry,
social spheres and other sectors of the economy.

3. Analysis of the effectiveness of the use of public
funds and their impact on improving the standard of
living of the population and economic growth.

4. Determining the priorities and prospects of state
policy regarding recovery after military aggression.

Research will be conducted based on the analysis
of official documents, reports, statistical data, as well
as scientific publications and expert assessments.
It is expected that the article will provide an
overview of the current state of spending on post-
conflict reconstruction of Ukraine, as well as offer
recommendations for further actions by managers
and academics in this area.

The purpose of the scientific article is the analysis
and assessment of state budget expenditures for
the recovery of Ukraine after the Russian-Ukrainian
armed conflict. The research is aimed at studying
the efficiency and adequacy of budget funds for
the recovery of the economy, infrastructure, socio-
economic stabilization and spiritual revival of the
country. In addition, the article aims to identify the
opportunities, problems and challenges faced by the
state in the process of recovery, as well as to offer
recommendations for optimizing budget expenditures
and achieving sustainable development after the
conflict. The information obtained as a result of
this research can be important for making informed
decisions regarding the recovery of the country and
ensuring its further successful development.

Research results.

The restoration of Ukraine after the Russian-
Ukrainian war requires significant financial efforts
and means, and it is for this purpose that funds are

allocated from the state budget. The cost of post-
conflict recovery is a complex and multifaceted task,
as various sectors of the economy, infrastructure
and social structures of the country have suffered
significant damage.

State expenditures for the restoration of Ukraine
should be directed to several main areas:

1. Infrastructure: Rehabilitation and construction
of conflict-affected roads, bridges, railways, airports,
energy networks, water supply and sanitation.
This will require a significant part of the budget,
as the reconstruction and development of the
infrastructure requires large costs.

2. Social sphere: Provision of the necessary
resources for the restoration of schools, hospitals,
kindergartens and other social institutions that
suffered losses during the military aggression. It is
also important to allocate funds to support people
who have lost their basic livelihood and need help in
restoring their housing and quality of life [1].

3. Economic rehabilitation: Supporting small and
medium-sized enterprises that have suffered losses,
providing assistance in the construction of new
enterprises, which will contribute to the creation of
new jobs and ensuring economic growth.

4. Border security: Strengthening of border
control and military security, as well as reconstruction
of military infrastructure facilities damaged during
hostilities.

5. International cooperation: Interaction with
international partners, organizations and donors
to receive assistance in the reconstruction of the
country. Foreign investment and aid can also play a
key role in the recovery of Ukraine's economy after
armed aggression.

6. Culture and identity: Restoration of cultural
monuments and national identity, which may be
damaged during the conflict, plays an important
role in the process of strengthening the state and its
prestige at the international level [2, p. 122].

In general, state budget expenditures for the
recovery of Ukraine after the Russian military
aggression should be as effective as possible and
aimed at supporting sustainable economic growth,
social stability, and cultural renaissance of Ukraine.
A transparent control mechanism and effective
use of these funds are extremely important factors
for the successful recovery of the country after the
conflict [7].

In order to achieve a successful recovery of
Ukraine after the Russian-Ukrainian armed conflict, it
is also necessary to take into account some additional
aspects:

7. Transparency and anti-corruption: Ensuring
transparency and efficient use of budget funds is
critical to effective recovery. It is important to establish
effective control mechanisms to prevent corruption
and misuse of allocated funds.

15




IHOPACTPYKTYPA PUHKY

8. Tax policy: The development of an adequate
tax policy can become a tool for increasing the
revenues of the state budget, which will help provide
the necessary funds for recovery. A balanced tax
system can stimulate the economy and attract
investments [8].

9. Reforms and institutional changes:
Implementation of structural reforms in various
sectors of the economy and society can ensure
more efficient use of resources and improve the
investment climate.

10. Engagement with international organizations:
Collaboration with international organizations and
donors can provide additional resources, technical
assistance and knowledge for successful recovery.
Ukraine can use the experience and best practices
of other countries that have experienced similar
challenges [4, p. 26].

11. Innovation and development: Creating
innovative projects and supporting scientific and
technical development can ensure sustainable
economic growth and the development of competitive
industries.

12. Promotion of small and medium-sized
businesses: Support for entrepreneurship and small
businesses can contribute to the rapid recovery of
the economy, providing new jobs and stimulating the
development of regional economies.

13. Social integration and support for victims:
Ensuring social support and integration of people
affected by the conflict is an important step in the
process of rebuilding society and strengthening
national unity.

14. Sustaining the peace process: Ensuring
stability and a peaceful resolution of the conflict is
critical to a successful recovery. Anticipating the safety
factor will help provide the necessary foundation for
economic and social development [4, p. 198].

The restoration of Ukraine after the Russian-
Ukrainian armed conflict is a long-term task that
requires joint efforts of all sectors of the population and
support from the international community. Investing in
the recovery and development of the country after the
conflict is an investment in the future of a stable and
prosperous society.

Successful reconstruction after military conflicts
is a difficult and long-term task, but with appropriate
efforts, the right politicians and the support of
national and international partners, Ukraine can
achieve sustainable development and prosperity. It
is important to recognize that the recovery process
can take decades, and the focus and determination
of society, government and international partners are
key to success.

Regarding the economic and econometric
calculations of state budget expenditures for the
reconstruction of Ukraine after the Russian-Ukrainian
war, the following should be noted:
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— The total size of the state budget of Ukraine for
recovery: 100 billion dollars.

— Duration of the recovery program: 5 years.

Economic calculations:

1. Annual amount of expenses for restoration:
100 billion / 5 years = 20 billion dollars per year.

2. Distribution of restoration expenses by industry
(approximate data):

— Infrastructure (roads, bridges, airports, etc.):
40% of the total amount ($8 billion per year).

— Social programs (health care, education, social
support): 30% ($6 billion per year).

— Ecology and energy efficiency: 15% ($3 billion
per year).

— Development of small and medium-sized
businesses: 10% ($2 billion per year).

— Innovation and science: 5% ($1 billion per year).

3. Estimated annual growth rate of GDP during the
recovery period: 4%.

4. Permissible annual rate of inflation: 2% [6].

Econometric calculations:

1. Let's determine the expected GDP growth
for 5 years. The output GDP is 100 billion dollars.
GDP growth in 5 years = 100 billion * (1 + 0.04)"\5 =
121.67 billion dollars.

2. Let's calculate the expected annual GDP
growth: Annual GDP growth = (121.67 billion /
100 billion)*(1/5) - 1 = 0.0363 or 3.63%.

3. Estimated annual amount of expenses for
restoration (taking into account inflation): Annual
amount of expenses = 20 billion * (1 + 0.02)"n, where
nis a year.

These calculations can be presented in the form of
the following table:

GDP size Annual volume Annual
Year (billion of expenditures GDP
dollars) (billions of dollars) growth (%)
1 100 20.40 3.63
2 103.63 20.81 3.63
3 107.48 21.23 3.63
4 111.54 21.66 3.63
5) 115.82 22.11 3.63

Source: calculated by the author based on [5]

An important aspect is the analysis of the share
of funds from the total budget spent in the national
economy before the start of hostilities. Changes in
this dynamic can be traced for the period from 2021,
when the ratio of expenditures to GDP was 33.8%,
and until 2020, when this ratio reached 37.8%. Before
the military conflict, it was noticeable that the main
groups of expenses experienced a decrease, with the
exception of health care expenses due to the pandemic,
and expenses for the development of road infrastructure
due to the active start of construction works [5].

The beginning of the armed conflict, initiated by
Russia, dramatically changed this dynamic, leading
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to a significant increase in costs. In the eight months
of January-August 2022, expenditures increased
from 33.8% to 57.7% of GDP. This sharp increase
was largely attributed to increased funding for the
defense sector, public order and general security.

The period after the cessation of hostilities will
dictate the state's need to respond to current socio-
economic challenges, restore the national economy
and establish long-term fundamental principles
for future development. This will involve radical
transformations in the structure of public expenditures,
the development of new programs and their
financing [7].

In the mid-term perspective, it is important to
achieve consistency and cohesion of government
expenditures of Ukraine aimed at achieving recovery
goals with projects from foreign donors. International
donors and external organizations intend to act
as much as possible through national institutions,
strengthening the country's internal capacities and
avoiding attempts to replace existing governance
structures. Cooperation with internal institutions
and the formation of the responsibility of the
Ukrainian population for the results of the recovery
of their own country should contribute to the positive
consequences of the recovery process and the
sustainability of its achievements.

Conclusion: The planned size of the state budget
for the recovery of Ukraine after the Russian-Ukrainian
armed conflict is 100 billion dollars. This program has
a duration of 5 years with an annual expenditure of
20 billion dollars per year. The recovery is distributed
among different sectors of the economy, with
attention to priorities such as infrastructure, social
programs, the environment, business development
and innovation.

4. Evaluation of the effectiveness of the recovery
program:

In order to evaluate the effectiveness of the
recovery program, it is necessary to determine the
indicators that will be used to evaluate its success.
Below are some key indicators and their approximate
values:

— Unemployment: The decline in unemployment
is an indicator of the effectiveness of the recovery.
Let's assume that in five years the unemployment
program will decrease from 10% to 5%.

— Growth in production: Growth in production is an
indicator of improved economic activity. Let's assume
that production will grow by 20% in five years.

— Inflation: Reducing inflation contributes to the
stability of the economy. Let's assume that inflation
will decrease to 1.5% at the end of the five-year
period[6].

— Growth of GDP per capita: Indicator of
improvement in the standard of living of citizens. Let's
assume that GDP per capita grows by 15% in five
years.

5. Assessment of possible risks and limitations:

The recovery program may face various risks
and constraints such as political instability, external
and internal factors, financial constraints, etc.
For recovery to succeed, the government of Ukraine
must be ready to implement effective strategies and
control risks.

Thus, the acceptable five-year plan of Ukraine
after the Russian-Ukrainian armed conflict provides
for budget expenditures in various areas of economic
recovery, such as infrastructure, social programs,
ecology, development and business innovation.
The program is aimed at ensuring a stable level of
GDP, reducing unemployment and inflation, as well
as improving the standard of living of the population.

However, it should be noted that this is only a
manifestation and an assumption, real recovery
after an armed conflict is a complex and multifaceted
process, and the success of the program will
depend on many factors, such as political will,
economic activity, attracting international aid and the
implementation of specific projects.

Therefore, the state budget expenditures for the
recovery of Ukraine after the Russian-Ukrainian
military conflict are critical for the recovery of the
country after the destruction and losses caused by
hostilities. This process requires significant financial,
technical and human resources, but is necessary
to ensure the stability, development and prosperity
of Ukraine.

It is important to note that the success of the
recovery program largely depends on effective
management of financial resources, transparent use
of funds, as well as active participation of the public
in the control of public expenditures. Political stability,
the fight against corruption and the creation of a
favorable investment climate are also important factors
contributing to the successful recovery of the country.

It should be noted that the restoration of the country
is a long process that requires a corresponding
and sustainable commitment from the state and
the international community. Attracting external
investments, technological knowledge and support
from partners are many factors that will accelerate
the process of recovery of Ukraine [7].

Ultimately, Ukraine's successful post-conflict
recovery can help strengthen its position on the
international stage, ensure the safety and well-being
of its citizens, and create favorable conditions for
sustainable economic growth and development.

In order to achieve successful recovery after
military aggression, the state must define priority
directions and projects aimed at the reconstruction
and development of infrastructure, education, health
care, energy, the agricultural sector, and other spheres
of life. It is important to ensure an even distribution of
investments and resources so that each region has
equal opportunities for development.
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In addition, the development of state institutions,
the judicial system and law enforcement agencies
plays a key role in ensuring stability and protecting
the rights of citizens and businesses. Reforming the
economy, simplifying bureaucratic procedures and
stimulating entrepreneurship can also contribute to
the country's economic recovery.

It is important to remember the needs and
rights of victims of war, such as internally displaced
persons, military personnel and their families. Social
support, rehabilitation and psychological assistance
are necessary components for their integration into
society and restoration of normal life.

In addition to domestic resources, international
cooperation and support also play an important role in
the country's recovery. Partnerships with international
organizations, donors, and other countries can provide
additional resources, knowledge, and technology to
successfully implement recovery programs.

In general, the recovery of Ukraine after the Russian
aggression is a complex and multifaceted process that
requires joint efforts of the state, citizens, business and
the international community. This may be a challenge,
but with proper planning, effective use of resources
and preservation of national unity, Ukraine will be able
to overcome difficulties and begin a new phase of
sustainable development and prosperity.
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