TARAS SHEVCHENKO NATIONAL UNIVERSITY OF KYIV
EDUCATIONAL AND SCIENTIFIC INSTITUTE OF INTERNATIONAL RELATIONS

AKTYAJIBHI ITPOBJIEMHA
MIZKHAPOJHUX BIJTHOCHH

ISSUE 158

ACTUAL PROBLEMS OF INTERNATIONAL RELATIONS

ISSN 2308-6912

‘ 2‘

308691

2 200005

KYIV — 2024

>



Actual problems of international relations. Issue 158. 2024

AKTyanbHi Ipo0sieMu Mi>KHAPOIHUX BITHOCHH : 30ipHUK HAyKOBUX Ipallb.

Bunyck 158

K. : KuiBchkuii HartioHanbHu# yHiBepcuTeT iMeHi Tapaca IlleBuenka.
HapuanbHO-HayKOBUH IHCTUTYT MibKHapoAHUX BigHocuH, 2024. — 105 c.

Actual Problems of Internatonal Relations. Issue 158, #1 (2024), 105 p. Published by Institute of
International Relations of Taras Shevchenko National Univeristy of Kyiv. All rights reserved.
Specifics about Editorial Team and Policy in English can be found at
http://apir.iir.edu.ua/index.php/apmv

Relevant and most actual problems of international relations, international economic relations,
business and finance as well as international law and comminications are revealed and
comprehensively researched.

Developed and designed for researchers, scientists, Ph.D. students and masters.

VY 30ipHUKY pO3IJISHYTO aKTyajbHI NMTaHHS PO3BUTKY CYYaCHMX MIDKHApOJHUX BIJIHOCHH,
MDKHApOHOTO TpaBa Ta Mi>XKHAPOJIHUX €KOHOMIYHUX BiTHOCHH.
Po3paxoBano Ha BUKIIa[a4iB, HAYKOBUX CHIBPOOITHHUKIB, aCHIPaHTIB Ta CTYJCHTIB.

PEJAKIIIHA KOJIETISI 3BIPHUKA HAYKOBUX MPAILLD
«AKTYAJIBHI TIPOBJIEMH MIZKHAPO/THUX BITHOCHH»

TonoBumii penakrop: Pesnikosa H. B., n.eH., upod. HaBuanbHO-HayKOBHH I1HCTHTYT
MDKHapOAHUX BiqHOCHH KHiBChbKOTO HallioHAIBHOTO YHiBepcuTeTy iMeHi Tapaca IlleBuenka.
3acTynmHMK T0JIOBHOTO penakropa: /opowxo M. C., n.i.H., npod. HapuanbHO-HayKOBHIA
IHCTUTYT MDKHapOAHMUX BifHOCHH KWHIBCHKOro HalliOHAJIBHOTO YHIBepcUTeTy iMmeHi Tapaca
[IIeBueHka.

Binnosinanbuuii penaxrop: Hanasoe A. C., x.e.H., jgou., HaBuanbHO-HAyKOBUW IHCTUTYT
MDKHapOJHMX BiiHOCHH KHiBChKOTO HallioHaNbHOrO yHiBepcuTeTy iMeHi Tapaca IlleBuenka

3acTynHukHu BiamoBinanabHoro pegakropa: Xaucmyn I. FO., x.nonit.H., HaBuanbHO-HayKOBUI
IHCTUTYT MIKHApPOJHUX BiTHOCHH KWHIBCHKOro HaIllOHAIBHOTO YHIBepcUTeTy I1MeHi Tapaca
lleBuenka, Jlazapenko M. M., x.10.H., HaB4anbHO-HayKOBHI 1HCTUTYT MDKHapOAHHUX BiAHOCHH
KuiBchkoro HamioHansHOTo yHiBepcuTeTy iMeH1 Tapaca llleBuenka, Maxeenko JI. @., HaBuanbHo-
HAyKOBUH 1HCTUTYT MIKHApOAHMX BIAHOCHMH KHIBCHKOrO HaliOHAJBHOTO YHIBEPCUTETY IMEHIi
Tapaca IlleBueHka.

Crknan penakuiiiHoi koJerii

I'pem Tomac., n.nomit.H., pagauk npesugenta CIIA 3 muTaHs 30BHINIHBOI MOMITHKA Ta OE3MEKH,
IPOBiTHMIT HAayKOBHil criBpoGiTHHK IHCTHTYTY JIKEeKCOHA 3 IJIOGANbHMX IHTaHb MembchbKOro
yHiBepcuretry (M. Hpro-Xeiisen, CIIA),
TI'eiizcep Mapmin., noxtop dinocodii (monironoris), YuiBepcuret Kapnton (M. OrraBa, Kanana),
Ecninoza I'acmon., n.1.1., npod., konemxk Knepmont Mak-Kenna (M. Knepmont, CIIIA),
Kapmacoea €Examepuna, 11.e.H., Mianecekc yHiBepcuteT (M. JlonaoH, Benuka bpuranis),
Kpemona Mapi3z, n.10.1., npod., €Bporneicbkuit akageMiuHui iHcTUTYT (M. Dropentiis, Itamis),
Cickoc €sanczenoc, 11.e.H., npod., Jlep>kaBHUI TeXHOJIOTTYHUN HaBYaIbHUN 1HCTUTYT, (M. KacTopis,
I'penist),
Xone Jliy, n.nomrt.H., npod., Texnonoriunuii yaiepcurer (M. Hanpsur, Cinramyp),
Hlapki Honan, n.1o.H., YHiBepcuteT 3axinnoi Ascrpamii (M. [lept, ABctpanis),
Kwvonnep IOpzen, n.e.1., lactutyt ekonomiku, YHiBepcutetr Epnanrena-Hiopu6epra (m. Epnanren,
Himeuunna),

2



Axmyanvni npobaemu MidxcHapooHrux sionocur. Bunyck 158. 2024.

Cmonn Yoppen, n.10.H., Mignnbepiiicekuii [HCTUTYT AOCHIPKEHHS MiKHAPOJHUX BITHOCHH (M.
Momntepeii, CIIIA),

Banwk Banenmu, n.nonit.H. (rabitoBanTii),npod., YHuiBepcuter Mapii Kropi-Ckiom0BCbkoi (M.
JIro6min, [onpma),

Yan Man Xyne Tomac, n.e.H., Uy-Xaiicbkuii KoJie/K BUIIOI OCBITH, (M. ['oHKOHT. KuTaif)

CxJ1aa KOHCYJIBTALIHHOL paiu PH peJaKkuiiiHii Koseril

binouyvkun C. /., nio.H., npod., HaBuanbHO-HAyKOBHH I1HCTUTYT MDKHAPOJHHX BiJHOCHUH
Kwuiscbkoro HarioHanpHOTO YHIBepcuTeTy iMeH1 Tapaca IlleBuenka,

3amonayvka T.I., n.eH., npod., Exonomiunuii ¢akynprer KuiBCbKOro HaIiOHATEHOTO
yHiBepcuTeTy iMeHi Tapaca [lleBuenka,

Koniiika B.B., n.nonit.H., npo¢., HaBuyanpbHO-HayKOBHMH I1HCTHTYT MDKHAapOAHHUX BiIHOCHH
KuiBcpkoro HamioHanbHOro yHiBepcuteTy iMeHi Tapaca IlleBuenka,

Kynanoea I. 1., n.e.H., npod., ExkoHoMiunuii hakynbrer KniBChbKOTO HaliOHATBHOTO YHIBEPCUTETY
imeHi Tapaca [1leBueHka,

Meogeoeea M.O., n.10.H., npod., HaBuanbHO-HayKOBHH IHCTHUTYT MDKHApOJHUX BiIHOCHH
KuiBcrkoro HamioHanbHOTo yHiBepcuTeTy iMeHi Tapaca IlleBuenka,

Henina /I.B., n.nonit.H., gon., ®inocodcrkuii GakynbTeT dakynbreT KHIBCAKOTO HaI[iOHAIBEHOTO
yHiBepcuTeTy iMeHi Tapaca [lleBueHka,

Ilinuenko H. 0., nnonit.H., aon., HaBuaibHO-HAYKOBUH IHCTUTYT MIKHAPOJHHX BiIHOCHH
KuiBchkoro HamioHanbHOro yHiBepcuteTy iMeHi Tapaca IlleBuenka,

Cmipnoséa K.B., nioH., mpod., HapuaibHO-HAYKOBHUH I1HCTHTYT MIDKHAPOJHUX BiTHOCHH
KuiBcrkoro HamioHanbHOTO yHiBepcuTeTy iMeH1 Tapaca llleBuenka.

Azpeca peaakuiiiHol KoJerii:
04119, Kwuis, Byn. lOpis lnenka, 36/1, HaB4anbHO-HayKOBHUI IHCTUTYT MIKHApPOIHUX BiJHOCHH
KuiBchkoro HamioHanbHOTO yHiBepcuTeTy iMeH1 Tapaca IlleBuenka.
ten. +380444814468.

30ipHUK HAayKOBHX Tpalb «AKTyalbHI MPOOJIEMH MiKHAPOJHUX BiTHOCHH» 3acHOBaHWi y 1996
poui. 3acHOBHUK: [HCTUTYT MDKHapoAHMX BiHOCHH KHIiBCBKOTO HalllOHAJIBHOIO YHIBEPCUTETY
imeHi Tapaca IlleBueHnka.

30ipHUK  HAYKOBUX Mpallb BKIIOYEHO J0 MEpeliKy HaykoBUX (DaXxOBHX BHAAHb YKpaiHU
(xateropist b) y ramysi momTHYHUX, IOPUANYHUX 1 EKOHOMIUHUX HayK (cmemiambHOCTi — 051, 052,
072,073, 081, 291, 292, 293).

Piwenns Amecmayitinoi konezii Minicmepcmea ocgimu i Hayku 6io 06.03.2020 p.

EnextponHy Bepcito BUIaHHS PO3MIIMIEHO Ha calTi «AKTyalabHI TpOOJIEMH MIKHAPOIHUX
BiTHOCHH» 3a anpecoro http://apir.iir.edu.ua/index.php/apmv i nepenano no HamioHanbHOT
610miorekn Ykpainu imeHi B. I. BepHancekoro Ha nemnosurtapHe 30epiraHHs Ta IpeICTaBICHHS
Ha rmopTaii HaykoBoi nepioauku: http://www.nbuv.gov.ua.

ABTOpH OmNyONIKOBAaHUX MaTepiajiiB HECYTh MOBHY BIJNOBIJAIBHICTh 3a Mig0ip, TOYHICTH
HaBeleHUX (akTiB, ITUTAT, EKOHOMIKO-CTATUCTUYHUX JAaHWX, IMEH BJIACHUX, KOPEKTHICTh
Nepeksaay Ha IHO3eMHY MOBY Ta IHIIHMX BiJIOMOCTEH.

Bci npaBa 3actepexxeni. [lpu muryBanHi 000B’I3K0Be MOCHIAaHHS Ha 30ipHUK HAYKOBUX Ipallb
«AKTyaJIbHI IPOOIEMH MIXKHAPOTHUX BITHOCHH.
© HasuaJabLHO-HAYKOBMIi IHCTHTYT MiKHAPOIHHX BiTHOCHH. 2024,

3


http://apir.iir.edu.ua/index.php/apmv/index

Actual problems of international relations. Issue 158. 2024

HOJITUYHI TPOBJEMHUW MIZKHAPOJAHUX BIIHOCHUH

VIIK 327(045)
CHILE: HOW TO BECOME AN ECONOMIC STAR OF THE PACIFIC REGION?

YNJIT: EKOHOMIYHA 3IPKA TUXOOKEAHCBKOI'O PET'TOHY?

Pavlo Ignatiev
Doctor of Political Science, Professor at the Chair of International Regional Studies of the Educational and Scientific
Institute of International Relations of Taras Shevchenko National University of Kyiv. E-mail: pavloi@yahoo.com orcid:
https://orcid.org/0000-0002-8179-4687

luliia Tsyrfa
Ph.D. in Political Science, Associate Professor at the Chair of International Regional Studies of the Educational and

Scientific Institute of International Relations of Taras Shevchenko National University of Kyiv. E-mail:
Julia_Tsyrfa@ukr.net orcid : https://orcid.org/0000-0002-7641-6964

Irnarses I1. M.
JIOKTOp TOMITHYHHX HayK, mpodecop Kadeapu MIXKHAPOIHOIO PEriOHO3HABCTBa HaByallbHO-HAYKOBOTO IHCTUTYTY

MDKHApOJHHUX BigHOCHH KWiBCHKOTO  HAIliOHANBHOTO  yHiBepcutTery imeni Tapaca IlleBuenka. E-mail:
pavloi@yahoo.com orcid: https://orcid.org/0000-0002-8179-4687

Hupda 1O. A.

KaHauaaT NONITHYHUX HayK, AOLCHT Kadeopu MIKHapOJHOIO perioHo3HaBcTBa HaB4ajabHO-HAyKOBOTO IHCTHUTYTY
MDKHApOJAHUX BigHOocMH KwuiBchbkoro HamioHanpbHOro — yHiBepcutery imeHi Tapaca IlleBuenka. E-mail:
Julia_Tsyrfa@ukr.net orcid : https://orcid.org/0000-0002-7641-6964

Abstract. Chile is the state actor that became the regional power to be reckoned with despite
a relatively small population and tense geopolitical relations with three neighbours — Argentina,
Peru, and Bolivia, — while the pecularities of the national topography make the task of economic
development considerably harder. Moreover, at the first sight, the dictatorship of Augusto Pinochet
with its notorious repressions hardly could lure foreign investors. The article explains which
commodities and services helped the country to reach one of the highest per capita levels in South
America

The authors focus on the specific features of Chile’s geopolitical location by highlighting key
points of its political and economic interactions with Argentina, Bolivia, and Peru, and also identify
important segments of the state’s tourism business which turn it into a significant point of cultural
and tourist development in the Latin American region. In this vein, the importance of cooperation
between Chile and other states in the region in the field of air transportation is emphasized, since
this collaboration allows them to actually dominate the airspace and establish numerous tourist
and cargo transportations.

The importance of mining which allows Chile establishing cooperation with other regional
actors in this sector is emphasized. In addition, the authors highlight the sphere of agriculture
where Chilean farmers emphasize fishing, fruit growing and wine production, as well as the
subsequent export of these goods abroad due to the small consumption capacity of the domestic
market.

Considering Chile’s foreign policy interactions with external partners, the authors stress the
importance of cooperation with China and the US. These states are noted to have a significant
influence on the development of the Chilean economy because they cooperate with it in all critically
important sectors. However, the uncontrolled growth of Chinese import flows and the excessive
presence of Chinese multinational corporations in the territory of Chile cause certain concerns
both in Chile and on the part of the United States.

Nevertheless, the authors conclude that the state’s balanced economic policy in the region
allowed Chile to gain a worthy place in the economic structure of Latin American trade and
increase the pace of its own development.
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Keywords: Chile, China, the US, copper, lithium, fisheries, airlines, tourism, forestry,
energy.

Anamouyia. Yuni 3000y1a cmamyc mMocymHvoi 6 eKOHOMIYHOMY BIOHOWIEHHI pPeciOHANbHOL
nomyau, He368adcaroyu Ha BIOHOCHO HE3HAYHY HUCENbHICMb HACENeHHs, CKIAAOHI 6IOHOCUHU 3
mpvoma cycioamu — Apeenmumnoro, Ilepy ma bonigiclo, — a makodc YHIKAIbHI 0COOIUBOCTE
HayioHanvbHoi monoecpaghii, wo cymmego YCKIAOHIOOMb PO3GUMOK HAPOOHO20 20CHO0apCmad.
binvwe moeco, ouxmamypa Aecycmo Ilinouema 3 ii penpecisimu Ha nepwuii noeisio He Mo21d
3a0x04y6amu [HO3eMHUX [H8eCMopie npuxooumu y Hapooue 2ocnodapcmeo. OOuax, cmammsi
NOACHIOE, 30 00NOMO20I0 AKUX MOBAPi8 [ NOCIYe KPAiHa 00CASHYIA 00HO20 3 HAUBUWUX NPUOYMKIE
Ha Oywty Hacenenns y Ilieoenniti Amepuyi.

Aemopu KoHYyeHmpyroms yeazy Ha cheyuiuHux pucax 2e0noaimuyHo20 posmaulysanns Qui,
BUOLIAIOYU KOOI MOYKU NOIITMUYHOI MA eKOHOMIUHOT 83aemo0ii 3 Apeenmunoro, Bonigicio ma
Ilepy, a maxodic susHauaroms 6a2omi 3pizu mypucmu4Ho2o OizHecy Oepaicasu, SKi nepemeoproomy
i1 Ha 3HaUUMUL NYHKM KYTbMYPHO20 U MYPUCMUYHO20 PO3BUMKY 8 pecioHi Jlamuncvkoi Amepuku. B
YbOMY KII0UI, HA2OIOULYEMBCA BANCIUBICMb 83AEMOOIT Huni 3 iHwumu depaircasamu pe2iony 8 cgepi
aeianepeseseHb, WO 003601A€ M (DakmuuHo nawmyeamu 6 NOGIMPAHOMY NpPOCMOpi ma
HAA20021Cy8amMU YUCIeHHI MYPUCMUYHI U 6AHMAIICHT Nepese3eHH .

Hazonowyemvcsa na easxcnusocmi 8u000ymky KOPUCHUX KONAAUH, KOMPI 00360s10mb Huni
HAA2002Ccy8amu Koonepayiro 3 HWUMU oOepicagamu peiony 6 oanomy cexkmopi. Kpim moeo,
aemopu 8UOLIAIOMb cghepy CilbCbKO20 20CN00APCMEd, 8 PAMKAX AKOI YUNINCLKI (hepmepu podaamb
akyewm Ha pubanbcmei, SUpoOwy8anHi pykmié U SUPOOHUYME] BUHA, A MAKONC NOOATLULOMY
eKcnopmi  yux moeapié 3a KOPOOH Yy 36’A3KY 3 HEBEIUKOI0 CHONCUBUOID NOMYHICHICIIO
BHYMPIUHBLO2O PUHK) .

Pozenaoarouu 306niwnvononimuuny 63aemooiro HYuni iz 3akopOoHHUMU napmMHepamMu, asmopu
Hazonoulyroms Ha eadxcausocmi cnienpayi 3 Kumaem ma CLIA. Biosnauaemuca, wo yi depacasu
Maomeb 8a20MUll 6NIUE HA DPO36UMOK eKOHOMiku Yuni, adxce cnisnpayrooms i3 Hel 8 YCix
Kpumuuno eadxcaugux cekmopax. OOHAK, HEeKOHMPONIbOBAHE 3POCMAHHIL NOMOKIE KUMALUCbKO20
iMnopmy ma HAOMIpHaA Npucymuicms mpaucHayionanvhux kopnopayiti KHP na mepumopii Yuni
BUKIUKAIOMb NEeGHI 3aHenoKOcHHA AK Y Yuni, mak i 3 boky CLLA.

Tum ne meHw, asmopu 00X00aMb GUCHOBKY NPO Me, W0 368AXHCEHA eKOHOMIUHA NONImuKa
Oepocasu 6 pecioni 0ozeonuna Yuni 3000ymu  2iOHe Micye 6 eKOHOMIYHIL CmpYKmypi
JAMUHOAMEPUKAHCOKOI MOP216/IT Ma HAPOCMUMU MEeMN C8020 PO3BUMKY.

Kuarouosi cinoBa: Yuni, Kumaii, CLLIA, miov, nimii, pubHuil npomucen, agiaiinii, mypusm,
Jicoge 20Cno0apcmeo, eHepeemuKd.

Introduction. Chile is widely known as the example of neoliberal miracle of ‘Chicago Boys’
and their centre-left successors who embraced the free trade and continued to pursue the course of
liberalization and globalization. But many scientists are trying to understand how the country with
widespread inequality could become truly successful as an export powerhouse or whether it was
lucky to have the world’s largest deposits of copper ore being extremely vital for modern economy
at its disposal.

The paradox of the economic development of Chile is in a narrow internal market, arms race
with its neighbours, and the lack of arable land for the agriculture what is defined by towering
Andean mountains and extremely limited width of the national coast. Despite this, the country is
considered the economic star of South America and demonstrates the dynamic growth of its GDP.
The authors are confident that the success of export-oriented growth became possible because of a
prudent selection of commodities and services that conquered global markets.

The aim of the article is to explore the principal factors being behind the economic success
of Chile with the emphasis on the most important fields of export and to identify the key
international partners who greatly contributed to the national success in this field.
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Recent literature review. Gonzalo Salinas claims that transportation costs of the Chilean
export commodities remain considerable because of unfavourable location of the country but the
latter gradually decreased tariffs on foreign trade and developed the logistics and the facilities for
the generation of electricity to be more competitive (Salinas, 2021, pp. 10, 16). Thomas Monteiro
lists such factors of Chilean economic prowess as USD 15,000 per capita and relatively high
purchasing power of the national population, significant natural resources for the benefits of mining
industry, established democratic institutions, equal treatment of investors, conductive for business
economic rules, and finally 32 free trade agreements with 66 state actors. At the same time, the
author suggests that the country has relatively high level of unemployment and growing debt
(Monteiro, 2023). JICA report notes a small size of the domestic market but, at the same time,
underlines that several excellent ports of Chile serve as the gateways of Asian products to Argentina
and in some cases to Brazil. Moreover, the central zone of the country has great conditions for the
development of tourism and agriculture, and it is also distinguished for the quality of human capital
(Analysis of export and investment..., p. 18, 27).

Presentation of the main research outcomes. A narrow ‘snakelike’ national territory of
Chile is located on the periphery of South America. It shares the third longest in the world border
with Argentina that extends itself to 5,300 kilometres along the chain of the Andes Mountains,
while its northern neighbours are landlocked Bolivia and important Pacific power Peru whose
frontier with Chilean state is rather small by the length (A Patagonia divided...).

The same map suggests that twin towns Arica in Chile and Tacna in Peru are playing
increasingly important role in the trade between both neighbours, while the port facilities of Arica
are heavily used by Bolivian merchants as well, since it is the closest Oceanic gateway to
administrative capital La Paz and important regional city Cochabamba. According to the provisions
of the Treaty of 1904 that settled the issues after the Pacific War, Chile provides Bolivia with free
transit of goods via its ports of Arica and Antofagasta [Public statement on the treaty of 1904...,
2016]. In general, the coast of this country is the main gateway to the Pacific Ocean for the Western
regions of Argentina and for all provinces of Bolivia. As a result, the national ports are always busy
and get considerable profits.

The highest in the region Andean summits on the long border between Chile and Argentina
are ‘pushing’ a tiny coastal strip towards the Ocean, and, as a result, the arable land is limited. In
general Chile can be divided into three regions — the central coast with the climate that is similar to
that of Spain, the world’s driest Atacama Desert in the North with extremely small number of
rainfalls, and, finally, the South with numerous forests and lakes along with the Patagonia Desert
where the scenery of the coastline is almost the same as in Norway. The Pacific coast that exceeds
6,435 kilometres is conductive for fishing activities and for the development of aquaculture, but
creates logistical challenges for the supply of goods between different regions. Moreover, the
country controls numerous islands including Eastern Island and Juan Fernandez that have
considerable tourist value (Our country; Dall, 2016). It is suitable to compare Chile to Israel that is
also forced to trade with faraway destinations because of complex relations with its immediate
neighbours. If to add the fact that the principal export commodities of Argentina, Peru, and Bolivia
are in many cases similar, this strategy becomes even more important.

Chile has 19.5 million residents with 1.8 million of them being the members of tribes.
Mapuche Indians are the most numerous and represent the lion’s share of indigenous population,
while Diguita and Aymara people are also present in the country in significant numbers (Milesi,
2023). Among them all the most protective of their rights are namely Mapuche people who are
constantly demanding the return of native lands and deadly set against the regional activities of
Chilean companies working in timber industry. Since 2017, the Southern region of Chile has been
the epicentres of arsons of their equipment and plantations (Chilean forestry companies..., 2022).
This factor may seriously aggravates the problem of forest fires that is typical for the country.

The political hub Santiago that was named in the honour of the Saint-Protector of Spain has at
least 6.9 million residents (Thompson, 2022). The city boasts a significant number of skyscrapers,
in particular, famous Gran Torre Santiago located in the financial district that is the highest and has
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the height of 300 metres and dominates over its central area. The snowy mountains surround the
capital that adds a dramatic layer to general positive impression of foreigners about the city, but
several dramatic hills allow for a panoramic view within Santiago itself. For example, Cerro Santa
Lucia and San Cristobal Hill are both great lookout points for visitors and residents alike. Because
of numerous earthquakes the megalopolis has a limited historic core that consists of the Cathedral in
Plaza de Armas, the Presidential Palace ‘La Moneda’ (the former headquarters of the national
Mint), and the Central Market that was opened for the use in 1872 (10 best things to do in
Santiago).

The metropolitan of Santiago commenced its activities in 1975 when line No. 1 was
introduced, and today boasts more than 130 stations within 7 lines. The most recent line is relatively
modern, as it was unveiled in 2019 (Santiago Metro...). Probably it is the second largest such
strategic object in the region after its counterpart in Mexico City.

Moreover, the capital of Chile has extremely advantageous location for the tourism
development, as it is standing at the strategic crossroads between famous Andean resorts ‘Valle
Nevado’, ‘El Colorada’, and ‘Portillo’, while only two hours of driving northwest, separate it from
Valparaiso port and located slightly to the North of it Vina del Mar resort with several popular
beaches and gardens where the residents of Santiago relax during the weekend or attend their
summer houses (Chile’s sky resort).

UNESCO-protected Valparaiso (‘The Valley of Paradise’) is the attraction with 15 historic
funiculars and colorful houses that are clinging to the hills. A small mountain over the coastal area
with Paseo 21 de Mayo is providing a sweeping view of the Ocean (Valparaiso...). The city with
270,000 dwellers is known as the architectural capital of Chile since it successfully catered the
needs of ship crews in bunkering services and foodstuff before the opening of the Panama Canal in
1914 and thus enriched itself financially and culturally. It is standing on 40 hills and located at the
distance of 120 kilometers away from Santiago next to the coast of the Pacific Ocean (UNESCO
heritage site..., 2014). So, visually Valparaiso has much more historic buildings than Santiago de
Chile, because it used to be a prosperous historic port.

Chile is relatively attractive in tourist respect since the country boasts 7 UNESCO World
Heritage sites in 2024. Among them, one should name the colorful houses on the hills of
Valparaiso, unigque wooden churches of Chiloe, Sewell mining town on the almost vertical
mountain slope that serves as the example of the classic settlement catering the needs of copper-
extracting industry, and finally — Rapa Nui National Park on Easter Island in the middle of the
Pacific Ocean with numerous enigmatic volcanic stone statues (Chile, UNESCO World Heritage
Convention).

The top natural attraction of Chile is in the Deep South. A small and modest town Puerto
Natales serves as the gateway to the National Park ‘Torres del Paine’ that is represented by massive
granite mountains, dramatic lakes, and a huge glacier known as the Grey Lake. This place is also
inhibited by such representatives of the national fauna as pumas and camelids (Torres del Paine). Its
touristic value is further enhanced by the fact that the visitors can depart the National Park, cross the
border, and reach after driving some 200 kilometres the main Argentinean natural attraction known
as ‘Perito Moreno’ Glacier with the wall of blue ice that is 60 metres high and 5 kilometres long on
the shore of Lake Argentino. A modest Argentinean town Calafate is serving is the main gateway to
the natural wonders of this region (Vallejo, 2023).

At the same time, Chile boasts the world’s driest Atacama Desert in its North with numerous
opportunities to observe the stars in cloudless skies. Located within this extremely arid zone, Valle
de la Luna near a small village San Pedro de Atacama is famous for open-air salt deposits and
chaotic sand dunes, while other neighbouring areas are known for volcanic activity and
distinguished for geysers, hot springs, red rocks with some iron ore, lagoons with clear water that
attract migratory birds (10 must-visit places..., 2020).

Chile and Argentina are perfect for combined trips, as it was mentioned before with the
example of the Perito Moreno Glacier. But this is not all. Santiago is located within the distance of a
short flight to the capital of Argentinean winemaking Mendoza and neighbouring Provincial Park
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with the highest Mountain of Latin America Aconcagua that is 6,962 metres high. The distance
between this famous Mountain and Mendoza town constitutes only 193 kilometres (La Ruta
Natural). Chile also shares with Argentina the largest Island of Latin America Tierra del Fuego and
controls the southernmost town Puerto Williams on the Island Navarino that is only a small village
with 2,000 residents who are represented by the servicemen from the navy base and the fishermen.
The residents are putting their hopes on cruise terminal that is being constructed and likely will help
to create more jobs in catering industry and agriculture. Its direct competitor is Argentinean town
Ushuaia with larger population base (Newman, 2023).

Because of the cold Humboldt Current the beach tourism in Chile is not highly popular, but
the coast boasts numerous pools with hot water that visitors are using to warm up before jumping
into oceanic waves. San Alfonso del Mar at the distance of 90 kilometres to the west of Santiago is
the most famous resort in this respect that is equipped with the pool equal by its size to 20 regular
Olympic pools, while several hotel towers are standing next to it (Puterman, 2017). This is just a
one example of a prudent policy that helps to lure visitors from the capital and abroad to the
national coastline that is not very attractive.

Chile with only 19.5 million residents is the regional’s most influential player in the field of
aviation industry, as it hosts 3 airlines — Latam, Sky, and Jetsmart. In 2023, Jetsmart became an
important regional partner of American Airlines that is interested in the flights to Chilean cities with
their subsequent continuation to other countries of South America. The fleet consists of 24 jets of
Airbus A320 family that are unevenly distributed between Chile, Peru, and Argentina, while the
new orders of the company include 100 ultramodern jets of the same producer (Garbuno, 2023). Its
immediate competitor is the Sky low-cost airline that utilizes some of the most modern aircraft in
Latin America. This carrier has 29 Airbus A320s ‘Neo’ and the main focus of its business model is
on the flights within Chile (Romero, 2023).

Back in 2012, the merger of Brazilian TAM and Chilean LAN helped to create the preeminent
carrier of Latin America LATAM. The idea behind it was to connect the two coasts of South
America — Atlantic and Pacific — and to cater the needs of the population of the whole region by
establishing large subsidiaries in all countries with significant population. Despite temporary
difficulties of aerial travel during the Covid-19 pandemic, this largest aviation company of the
region continues to purchase new jets. Today, it counts on 332 aircraft with 256 of them being the
flying machines of Airbus A-320 family for short and medium flights, while the rest is represented
by Boeing aircraft for long-haul destinations. Taking into consideration that several Andean
countries are important exporters of the products of horticulture like cut flowers, expensive super
food, and fresh fruit, LATAM also operates the fleet of 20 cargo carriers that are included in the list
of Boeing jets (Our history, Latam airlines; Wolfsteller, 2023).

The mining industry is intimately connected to the extraction of copper ore. As it is widely
known, the products from this commodity serve as an excellent conduit of the electricity and thus
have a great universal value, since they are widely utilized in the manufacturing of cars and electric
cars, aircraft, expensive decorations, coins, doorknobs, smart phones, and drugs (Copper: Critical
today, tomorrow, and forever). In fact, any electronic device cannot function efficiently without the
use of the copper wire. In 2022, Chilean miners extracted 5.3 thousand tonnes of the red ore and
provided 24 per cent of global output of copper ore and 30 per cent of lithium. Moreover, the
national companies invest considerable funds in the generation of green energy in the desert and use
water for mining operations several times (Mining. Overview..., 2023).

In fact, almost all the largest copper mines are located in Chile. Among them Escondida
stands out as the main strategic object that contributes 7 per cent of global production of this raw
material, while Collahuasi is responsible for 3.1 per cent of it [The top 20 biggest copper mines...].
Because of this, solid international investors are attracted by the economy of scale in this Andean
country. The importance of mining industry can be underscored by the fact that in 2022 Chile
exported different types of ores to the tune of USD 97.5 billion and the share of copper in this
amount constituted a whopping USD 43.8 billion (Despite record exports in 2022..., 2023).
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The authors also believe that the investments in Chilean mining industry represent a safe bet.
Unlike Peru, Chile is the country where the protests are relatively rare and is confined to the Deep
South where Indians are trying to protect their rights on native lands, while the operations in the
Andes continue unabated. As a result of constant unrest in mountainous region of Peru, this second
largest exporter of copper ore does not provide a stable supply of the commodity to the world
market and respectively the global prices of this commodity are growing all the time. The
international investors are also wary of Peruvian economy taking into consideration its
unpredictability (Aquino, 2022).

The state player working in this field is Codelco (‘Corporation National del Cobre’) that
controls 28 per cent of mines, while numerous multinationals are exploiting the rest of them. As a
result, ‘Codelco’ is the top producer of copper and molybdenum. The last mineral is also important
economically, since it is used in the process of making of corrosion — resistant reinforced steel, in
the production of lubricants, fertilizers, and different tools or engines. Taking into consideration the
leadership of China in this field, it is clear where the molybdenum is exported to. Chile occupies the
second place in the world by the output of the production of this useful mineral only after China
(Pistilli, 2023; Mining. Overview..., 2023).

Along with Argentina and Peru, the country is the member of extremely important to the
global economy ‘Lithium Triangle’ and produces some of the largest quantities of lithium by
utilizing the water in the salty lakes (solars) in the Atacama Desert and evaporating it in order to get
the raw substance. The lithium batteries provide the power to electric cars and smart phones, and
this light metal is widely used in nuclear reactors as well. Currently, Chile is the second largest
producer of lithium only after Australia (Otis, 2022). In 2023, private miner ‘SQM’ and state-
owned ‘Codelco’ agreed to create in two years the joint venture that will keep working till 2060
under the guidance of ‘Codelco’. This state-private partnership is necessary, since Chile may loose
the competition against Argentina and Bolivia that are actively luring the investors with new lithium
fields, while Chilean zone of extraction of lithium is gradually loosing its deposits (Chile’s Codelco
and SQM..., 2023).

The agriculture of Chile, where arable lands are truly limited, is known for the fruit and
vegetables of the temperate belt that are widely popular abroad. The diversity of climatic conditions
that are extremely dry in the Atacama Desert, alpine in the Andes Mountains, mild and
Mediterranean in Santiago, while continental in the Desert of Patagonia create necessary factors for
the cultivation of a wide range of agricultural products and berries. Moreover, the volcanic soils and
a considerable number of sunny days are helping the farmers even further. Chilean farmers are
effectively taking into consideration the counter-season demand in the North of the region by
exporting the fruit and berries of moderate zone to cold countries like the US and Canada during
their winter season. As a result, it is the top supplier to the world markets of cherries, grapes,
apples, and citrus fruit. The cherries bring considerable profits, while the apples are sold in the
largest quantities (Miranda, 2023).

Furthermore, Chilean agriculture is famous for its added value, since almost 99,000
companies are busy in the field of food processing and sell their products via 5 large networks of
supermarkets or supply them to the national hospitality industry or abroad (Agricultural sector). The
addition of value to agricultural products allows exporting them at more expensive price and to the
far away international destinations, while prolonging their shelf life at the same time. This is like
the European, Canadian or US practices that define the success of the industry.

The country operates the widest net of supermarket chains in South America to sell its
products to as many clients as possible. The record-breaking number of such retail outlets is owned
by Cencosud that controls the networks of shops under different commercial names in Chile,
Argentina, Brazil, and Colombia, and even has the highest skyscraper in Santiago at its disposal. Its
businesses are providing with work 116,000 people and this impressive result was achieved with
gradual acquisitions of numerous rival companies in the region (Our history, Cencosud).

A small Chile is the number one exporter of wines in Latin America and the fourth largest
their vendor in the world ahead of such global players as the US, Australia, and even the South
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African Republic (Workman). The national farmers are operating in the same climatic belt and the
same topography as their counterparts in Argentina, but internal market of the country is
considerably smaller, while the strategic location near the coast of the Pacific Ocean allows
conducting a brisk trade with the region of East Asia and the overpopulated states of the US
Western Coast. As a result, both China and the US are the main consumers of Chilean wines. Like
in Argentinean case, the whereabouts of those lands on the deep periphery of South America
isolated it from different deceases and many European grapes that disappeared on this continent,
have been produced in Chile since colonial times and till present day. Take, for example, Chilean
national red wine ‘Carmenere’ of French origin. The samplings of this grapevine were delivered to
Chile in 1850 before the epidemics destroyed them in France and with the flow of time became the
symbol of the added value in the agriculture (The story of Carmenere in Chile, 2021). In 2022, the
Chilean farmers churned out 1,244 billion liters from the grapes that were collected on the land area
of some 129,000 hectares and exported the lion’s share of produced bottles. The largest plantations
were located in overpopulated central and south-central regions, what also defined an easy access of
local population to those drinks. This field of economic activity brought USD 1.9 billion of export
earnings during the same year (Gonzalez, 2023, pp. 2, 5, 8).

Chile is also actively competing with Norway as the top supplier of salmon fish to the world
markets. The long and rugged coast to the South of Puerto Mont town with numerous fjords is a
perfect zone for aquaculture, and because of this the country has the nickname ‘Norway of South
America’. At the same time, the national territory is located at the vital crossroads between Brazil
and the US with huge population bases, while the coastline of the Pacific Ocean provides it with a
convenient route to the main consumer of this noble fish in the countries of East Asia like Japan. In
2022, Chilean farmers sold salmon products with the weight of more than 751,000 tonnes to the
tune of USD 6.6 billion with the US being the largest customer with almost a half of import (Evans,
2023).

The commercial success of fish farming has another darker side that includes a heavy
pollution of coastal waters with antibiotics or the feces of salmons and the proliferation of huge
quantities of feed at the Ocean bottom. The farms are also routinely constructed in the national
parks and protected zones (De Augustinis, 2013). Moreover, the Norwegian farmers and other
European owners of such facilities in general enjoy calmer seas than the rough Pacific Ocean next
to coast of Chile with its unpredictable weather and periodical EI Nino phenomenon. EI Nino may
lead to the escape of the millions of salmons during storms where they prey on a smaller fish. But
more importantly, this weather phenomenon is leading to algal bloom that is deadly for marine life
in general (El Nino nightmare..., 2023).

The industry of forestry was created during the rule of Augusto Pinochet in 1974. It was
decided at the state level to buy the samplings of trees with fast growing circle like Monterrey Pine
and Eucalyptus and provide the national farmers who were willing to grow such trees on their land
plots with generous state subsidies that covered the lion’s share of the costs. As a result, a couple
powerful companies emerged that became the principal players in this field. However, occasionally
the country, where at least 300,000 people are busy in this field, is suffering because of powerful
forest fires, since the plantations are dense and the trees of Eucalyptus are burning extremely fast,
while their whereabouts near villages is rather dangerous for residents as well (Kozak, 2017).

Moreover, the country is one of the leaders of green revolution in South America, since more
than 35 per cent of electricity is churned out by the energy of sun and wind, while 37 per cent is
produced by hydropower stations, what helps to save money on the import of considerable share of
fossil fuels. Some projects also allow using the salt as the source of energy (Hughes, 2023).

Both Chile and Uruguay are among the least corrupt state actors not only in Latin America,
but in the world in general. In the 2022 Transparency International ranking, Chile occupied the 27"
position, while Uruguay — the 14™ (Chile. Ranking 2022; Uruguay. Ranking 2022). In the Economic
freedom — 2023 list, the Andean country was at the 22" place that represented the second best
achievement in the Western Hemisphere only after Canada, while leaving its direct competitor
Uruguay in the fourth place. The Chilean economic system is noteworthy for considerable taxes that
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are aimed to redistribute the wealth between the Rich and the Poor, what remains a challenge for
international investors. It is also notorious for a relatively high level of unemployment (Chile. 2023
Index of economic freedom).

In fact, both South American states can hardly be regarded as rivals, since Uruguay is a
smaller agricultural twin of Argentina with a tiny population and Chile is highly developed
multipurpose economy with the special emphasis on mining, the agriculture of temperate belt with
its wines, cherries, berries, and apples, and a great connectivity to outside world.

What countries are responsible for Chilean economic success? Despite the contribution of the
US consultants in the field of market reforms in the epoch of Augusto Pinochet, namely China with
a significant appetite for world resources stands out as the main culprit of modern Chilean miracle.
It is the leader in the world by the number of construction projects and badly needs different copper
products. Some 27 million cars were assembled in the country in 2022, among them — 7.1 million
electric cars, what makes Chinese demand for copper and lithium products even higher (Chinese
automobile output..., 2023). China is also the dominant producer of batteries that contain copper
and lithium elements. In 2022, the Chinese share in the manufacturing of batteries constituted 77
per cent of the global output (Bhutada, 2023). Moreover, ‘The Middle Kingdom’ is among the most
important makers of ships, smart phones, and electronics. All this put together defines significant
importance of such copper suppliers as Chile and Peru to constantly growing Chinese economy.
The author also believes that the periodic political difficulties in the relations with Australia that
considers the US as its main security partner force the official Beijing to turn towards Chilean
copper, lithium, and wines in order to substitute the similar products of their Australian
counterparts.

But not only copper defines the interest of China towards Chilean economy. The country with
enormous population is the top consumer of fruit, especially the red ones that bring good luck in the
imagination of Chinese customers who belong to the ranks of the middle class or higher. This can
be illustrated by successful export of Chilean cherries to Chinese market. In 2022, the national
farmers sold some 331,000 tonnes of those fruit to the East Asian country (Daye, 2023). The same
probably concerns the wines and different berries.

In 2005, the partners signed free trade agreement and namely China has been known as the
main trading partner of this country since 2009. In 2022, the bilateral trade in goods constituted
some USD 38.11 billion, while ‘The Middle Kingdom’ was the largest export destination of the
Chilean companies by a wide margin (Yeping, 2023). Chile, sensing the opportunity of profitable
trade relations with rising China, accorded the diplomatic recognition to the official Beijing as early
as in 1970 and was the first in the region to sign the free trade agreement with this country in 2005.
On the other hand, Chinese enterprises consume a considerable share of Chilean mineral export thus
making the country less inclined to diversify its economy and hope that the demands from will
remain the same. The companies from this East Asian country also own 57 per cent of strategic
objects that distribute the electricity in Chile, what makes the dependence even more pronounced
(Fernandez, 2022).

China is the principal partner of Chile in the field of green revolution. Santiago is in the
Valley between several mountains and is suffering badly because of car emissions. The same
problem is typical for many Chilean cities and they forced the government to declare the complete
switch of the system of transportation of goods and people from gasoline buses to electric buses in
2040. China decided to help with the sales of electric vehicles for public purposes and agreed to
supply in 2019 the buses of this type. Such producers as BYD, Yutong and Foton are well-
represented in the capital, but this is the namely Foton that is the main player in the transport system
of Santiago. In 2021, this company agreed to supply the Andean country with 1022 electric buses
(Roberts, 2022).

China, as the world’s largest batteries producer, is stepping up its quest for the extraction of
lithium in Chile and in 2018 Tiangi Lithium bought with the loan that was worth some USD 4
billion 23.77 per cent of shares of SQM — the largest Chilean miner of this commodity. It happened
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so, because Chinese leadership wants to increase the volumes of the production of batteries and
electric cars with Chilean raw materials (De La Jara, 2018).

Of course, the relations with the US are also of the paramount importance, since this country
is one of world leaders by production of aircrafts, cars, ships, and military equipment, while its
consumer market is the forth largest in the world. In 2003, the US and Chile signed the free trade
agreement that became valid during the next year. Moreover, it was the first state actor of South
America that concluded such a treaty with a sole superpower. The US trade with Chile in 2022
constituted some USD 35.4 billion and Chile was an important exporter of copper, salmon, lithium,
grapes, berries, and citrus fruits (Karst, 2023).

Chile is one of rare players of Latin America whose citizens enjoy the right to travel to the US
without visa for 90 days. This opportunity was given to them in 2014 (US relations with Chile,
2023). Mainly developed state actors deserve such a privilege and this South American country did
it due to its constant economic successes and considerable per capita income. The authors believe
that the education services in Chile are expensive, what may create the preconditions for US
universities to open its branches in the country or attract more Chilean students to get the education
in the US.

US corporations are active in the Chilean market as well. For example, Wallmart is the top
provider of US products that purchased in 2009 the net of shops that belonged to Distribution y
Servicio D & S S.A. Today, it consists of some 393 retail outlets that are well-represented across
the national territory (Chile, Wallmart). The companies from this country also guarantee energy
security of Chile. For example, Chicago, Bridge & Iron was responsible for the opening of LNG
terminal ‘Quintero’ with the price tag of USD 775 million in 2009. Since that time, the facility in
the Quintero Bay has successfully been catering the needs of central region in natural gas. It was
done in order to substitute unreliable supply of pipeline fuel from Argentina (Quintero Bay LNG
project...). Furthermore, the US Corporation ‘Albemarle’ has been present in Chile since 1984 and
controls three factories that churn out lithium products and share collective name ‘La Negra’
(Albemarle inaugurates news...). Finally, in 2021 Codelco and Microsoft stuck the deal that
stimulated the digitalization of mining operations for the sake of their automation, remote control,
and the analysis of the efficiency (Chile’s Codelco parthers..., 2021).

But this is the field of aviation where the cooperation of both countries truly shines. In 2019,
the US carrier ‘Delta’ bought 20 per cent of the LATAM shares for USD 1.9 billion that allowed
partners joining hands and introducing some 435 destinations — more than any other competitor in
the region. The same American corporation also agreed to invest USD 350 million in the future
projects of mutual interest. Both partners are using terminal No. 4 in New York and terminal No. 3
at Guarulhos airport in the suburb of Sao Paolo, Brazil. However, because of the temporary
bankruptcy of LATAM Delta decided to decrease its share to 10 per cent in 2021 (Delta to buy 20%
stake..., 2021; Garbuno, 2021).

Moreover, Jetsmart is owned by the US corporation ‘Indigo Partners’ that also controls the
most successful Mexican budget airline ‘Volaris® (JetSmart Airlines). As it was mentioned before,
in 2023, Jetsmart became the principal partner of American Airlines in South America that
cemented the alliance of both countries even further.

Conclusions. As it is generally known, the epoch of Salvador Allende proved that even rich
country could be engulfed by the economic crisis, if to manage the economy improperly and rely on
a single export destination. All his successors tried avoiding his bitter mistakes by diversifying the
export commodities and creating trade partnerships with free trade agreements and increasing
connectivity via ports and airports. In the 2000-s, China stepped in as the largest consumer of
Chilean natural resources and the country became too dependent on a single market again. The trade
ties with the US are also important, but Chinese needs of raw materials are truly unlimited. Chile is
the export powerhouse with its copper products, lithium, molybdenum, seafood, apples, grapes,
cherries, and wines; however, the overreliance on ‘The Middle Kingdom’ remains the matter of
some concern.
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Abstract. The purpose of the research deals with proving the need for the formation of
strategic foundations of cultural policy in Ukraine for the conditions of military aggression and the
post-war period, taking into account the requirements of the state course of European integration.
The current state of the cultural sphere in Ukrainian society is demonstrated to be characterised by
at least the following factors: the destruction of a large number of infrastructure facilities of
cultural institutions due to military operations, a significant reduction in the financing of culture
from state and local budgets and the requirement to learn European practices in the
implementation of cultural policy as a result of Ukraine's acquisition of the status of an EU
member. Given these circumstances, the political class and the administrative establishment of
Ukraine are faced with the task of creating a renewed cultural policy that would be able to
overcome the losses and traumas of the war period, ensure cultural development in the post-war
period, aimed at forming a stable identity of Ukrainians. Hence, the task arises through the means
of culture of forming the European component of Ukrainian identity, since the condition for the
success of the course of European integration is the need to master the values on which the
European community is built. It is established that an updated strategy plan for cultural
development is required to address these issues. The necessity of modernization of the legislative
base of cultural policy is shown, in particular, the approval of decentralization of the functioning of
government bodies, strengthening support for culture from the state and municipal budgets,
creating a legislative base for public-private partnership in the cultural sphere, strengthening the
information component of the cultural process.

Keywords: cultural policy, cultural strategy, identity policy.

AHoTauiss. Memorw O0ocniddcenns € 008e0eH s HeoOXIOHOCMI (YOPMYBAHHSA CMPAMeiuHUX
3acad KyibmypHoi noaimuku 8 YKpaini 0nsi yMog 8ilicbko8oi azpecii ma Nno80EHHO20 Nepiody 3
VPAXYBAHHAM BUMOZ O0EpHCABHO20 Kypcy €sponelicbkoi inmeepayii. Ilokasyemvcs, wo Hapasi
cumyayisi 6 KyaibmypHill cgepi YKpaincbKo20 CYCRiIbCMBd Xapakmepuzyemuvcs, K MIHIMYM,
HACMYNHUMU — YUHHUKAMU:  PYUHYBAHHAM  GeluKoi Kilbkocmi 06°ckmié  iHpacmpykmypu
KVIbMYPHUX 3aKAA0I8 6HACAIOOK BIUCbKOBUX Ofll, 3MEHUIeHHAM (DIHAHCYBAHHA KVYIbMYpUu i3
depoicagno2o ma micyesux 0r00dcemis, HeoOXIOHIcMIO IMnIeMeHmayii npasosux 3acao
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€BPONENUCHKUX NPAKMUK KYAbMYPHOI NOMIMUKU, WO SUMUKAE i3 HaOymms YKpainoiwo cmamycy
Kkanouoama 0o ecmyny y €C. B koHmexcmi 3a3Ha4eHux YUHHUKIE nepeod NONMUYHUM KIACOM ma
YNPABNIHCbKUM icmeoniumenmom YKpainu cmosimos 3a60aHHS CMBOPEHHS OHOBNEHOI K)JIbMypPHOI
noaimuxu, ska O O6yna 30amua noooiamu empamu ma mpasmu 60EHHO20 Nepiody, 3abe3neuumu
KYIbMYPHUU PO36UMOK V) NOBOEHHUU NEPio0, CNPAMOBAHUL HA (hOPMYBAHHA CMIUKOI i0eHmUYHOCmI
VKpainyie. 38iocu nocmae 3a80aHHs 3a 00NOMO20I0 3AC00i8 KYIbmypu GOopMyS8aHHs €8PONEUCLKOL
CK11a0080i YKPAIHCbKOI I0eHMUYHOCMI, NO3AsAK YMOBOI0 YCNIXy KYpCYy €8POnelicbKoi inmezpayii €
HeoOXiOHicmb  ONAHYBAMHA YIHHOCMAMU, HA AKUX NOOYO0BAHA €6PONELCLKA  CHIIbHOMA.
Obrpynmogyemuvcs, wo Ona GUPIWEHHA YUx 3a80anb HeOOXIOHO CMBOPEHHS OHOBIEHO20
cmpame2iuHo20 Ou3auHy KyabmypHo2o po3eumky. Iloxazana HeobXionicms cmeepodceHHs
Oeyenmpanizayii (YHKYIOHY8AHH Op2aHié YNPAGNIHHA, NOCUNIeHHS RIOMPUMKU KYIbmypu i3
0epIIcasHo20 ma MYHIYUNAIbHUX —OI00JCemis, CMBOPEHHs 3aKOH00A8HOoi 0a3u  0epiHcasHo-
npueamHo20 Napmuepcmea y  KyIbmypHiu cgepi, nocunenHs iH@opmayitiHoi  cK1aoosoi
KYIbMYPHO20 Npoyecy.
KuiouoBi ciioBa: kynemypua nonimuka, cmpamezisi Kyiomypu, NOJIMuKa i0eHmu4HoCmi.

Introduction

The effectiveness of cultural policy in Ukraine for the conditions of military aggression and
the post-war period depends on the solution of at least the following tasks:

(1) Modernization of post-totalitarian mechanisms for managing the cultural sphere
(rejection of the so-called sectoral principle), as well as the involvement of managers capable of
implementing an effective cultural policy. The political class of Ukraine is faced with the task of
forming an optimal management model for decentralization conditions, when central authorities are
limited to the development of strategic development programs and their implementation is
transferred to grassroots levels;

(2) Cultural policy should meet the requirements of European integration of Ukraine, based
on the need to adapt the legislation of Ukraine to the law of the European Union in the context of
Ukraine's acquisition of the status of an EU member. In the context of this, the task arises through
the means of culture of formation of the European component of Ukrainian identity. After all, the
state course of European integration implicitly includes the need for Ukrainian citizens to master the
values on which the European community is built. Cultural policy should play a key role in the
implementation of this task.

(3) The consequence of the military aggression of the Russian Federation was a decrease in
funding for the cultural sphere. Without targeted support from the state and local self-government
bodies in the current conditions, cultural institutions simply will not be able to function fully.
Therefore, the updated model of cultural policy should provide for state protectionism, which would
ensure access to the culture of the general population;

(4) The purpose of cultural policy is to restore the destroyed and damaged due to hostilities
infrastructure of cultural institutions and ensure their financing. Thus, according to the Ministry of
Culture and Information, as of January 25, 2024, 1,938 cultural infrastructure facilities suffered
losses. 314 of these were destroyed. In general, the following were affected: club institutions — 929;
libraries — 689; institutions of art education — 154; museums and galleries — 113; theatres, cinemas
and philharmonic societies — 38; parks, zoos, reserves — 12; and circuses — 3. As of the end of
January 2024, almost the entire territory of Luhansk and significant parts of the territories of
Zaporizhzhia, Donetsk and Kherson regions were under temporary occupation, which makes it
impossible to calculate the exact number of cultural infrastructure objects affected by hostilities and
occupation. (1938 objects ..., 2024).

Thus, the strategic principles of cultural policy are associated with the creation of a
multidimensional model that would be able to ensure the restoration of destroyed institutions,
involve the general public in the cultural process, ensure proper financing of the cultural process,
which would guarantee the population's access to cultural goods, as well as the formation of the
Eurocentric orientation of the identity of Ukrainian citizens.
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Literature Review

Among the latest studies that analyse the problems of the implementation of cultural policy
in Ukraine, we will point to a number of thorough publications that investigate certain aspects of the
development of culture in the pre-war period. In particular, the study of the problems of financing
creative industries (Vorobei V., Kobrynovych M., Kryvetska L., 2020), the development of library
business in the context of decentralization of management (Krat M., Sofii O., 2016) and the analysis
of the problems of informatization of libraries (Brui O., 2021), the analysis of the problems of the
development of regional infrastructure of cultural institutions (Bohdan O., 2019) and the provision
of cultural services to the population in the context of decentralization (Pyrohova D., 2020). In the
Humanitarian Policy of Ukraine: Challenges and Prospects analytical report, an attempt is made to
comprehensively study the problems of the humanitarian space in the pre-war period (Sinaiko O. et
al., 2020).

At the same time, there is an obvious lack of analytical developments on the topic of what
should be the cultural policy in wartime and the post-war period. However, similar tasks are faced
by the creators of information policy and, in particular, the creation of information support for the
cultural process aimed at conveying the achievements of culture to different social strata. In this
plan, we can point to the plan for the restoration of the cultural sphere, prepared by a working group
of experts under the patronage of the Ministry of Culture (Draft Plan for the Recovery of Ukraine,
2022). At the moment, the Vision of Ukraine: Reforming and Restoring the Social and
Humanitarian Sphere in the Perspective of 2030 project, which was prepared by public experts
(Vision of Ukraine, 2023), is under discussion, which separately pays attention to the development
of the cultural sphere.

In our research, the basic concepts are used based on the conceptual approaches that are
used in many international documents devoted to cultural policy issues.

The concept of “cultural policy” is used in the traditional key, as it was defined at the
UNESCO Conference in Monaco (1967). Namely, “cultural policy” is defined as a set of conscious
actions (or their absence) aimed at satisfying cultural needs by using the material and human
resources that society has at the moment (Cultural Policy, 1969). For our study, it is important to
understand that the content of the concept of "cultural policy"” includes a set of legal, administrative
and financial levers through which the state policy in the field of culture is implemented. We also
used the conclusions of the report of the OUR CREATIVE DIVERSITY Culture and Development
World Commission, in particular, on the need to recognize the cultural rights of different social
groups and the importance of cultural development to ensure harmonious social progress (Our
Creative Diversity, 1969).

For Ukraine, in developing its state cultural policy, it is important to use the principles
defined in the UNESCO Universal Declaration on Cultural Diversity (2001). Of particular
importance are the principles that define cultural diversity as a common achievement of mankind
(Article 1) and a factor of development (Article 3). It is also important to use the principles of state
policy in the field of culture defined in the Declaration, in particular the statement that such a policy
should ensure the dissemination of cultural ideas, goods and services at the local and global levels.
At the same time, each state makes its own cultural policy and implements it by appropriate means
(UNESCO Universal Declaration, 2001). In the same context, the principles defined in the
UNESCO Convention on the Protection and Promotion of the Diversity of Cultural Expressions
were used, among which, in particular, there is a requirement to include culture as a strategic
component in the more general state development policy (UNESCO Convention, 2005).

Approved international documents set the conceptual horizons of specific national policies
in the field of culture. International documents should play a significant role in shaping the state
cultural policy in Ukraine. At the same time, their implementation should take into account the
national specifics of the countries.

In early 2023, the European Commission presented a report on Ukraine's readiness to join
the EU. In general, European experts positively assessed the state of implementation of cultural
policy in Ukraine, noting 'a certain level of preparation for the EU goals', in particular, pointing to
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the ratification of the UNESCO Convention on the Protection and Promotion of the Diversity of
Cultural Expressions (2010) and intersectoral cooperation within the framework of the Creative
Europe Program (Analytical Report, 2023). However, it is obvious that within the framework of
homework, much remains to be done to ensure that cultural policy meets the challenges associated
with the implementation of the course of European integration. In particular, it concerns the need to
harmonize Ukrainian legislation in the humanitarian field with EU law.

Main Research Results

Public Demand for a New Cultural Policy

Russia's military invasion was the impetus for significant changes in the structure of the
identity values of Ukrainian citizens. In Ukrainian society, new structures of socio-cultural identity
are being approved, so the state cultural policy should contribute to strengthening this process. The
priority in this regard, in particular, should be to promote the mastery of European values, which
should become an integral part of Ukrainian identity, as well as to counteract the destructive
cultural and informational influence of Russia.

As an illustration of changes in public consciousness, we will give several statistical data
that are important for the formation of cultural policy.

First of all, we should note the unprecedentedly high level of public support for the
European and Euro-Atlantic integration course. Thus, according to a representative survey
conducted by the RATING Sociological Group, support for Ukraine's accession to the EU in
February 2023 was 85% (in April 2022, it was 80%). There is also a high level of support for
joining NATO. In February 2023, it was 82%, although in April 2022, it was 59%. Support for the
European and Euro-Atlantic vector of integration is unanimous on regional and age grounds (IRI
All-Ukrainian Survey, 2023). This is an unprecedented level of support for the entire period of
sociological research.

The next factor that indicates a significant transformation in the public consciousness is the
final rejection of the symbol set, which is associated in the public consciousness with the Soviet
past. Thus, the number of citizens who are nostalgic for the Soviet past decreased from 46% in 2010
to 11% in 2022. The absolute majority of respondents (87%) do not regret the disappearance of the
USSR. Values inherited from the Soviet era have long influenced the formation of humanitarian
policy. As can be seen, this value-semantic factor has now been overcome (Tenth National Survey,
2022).

Among the signs of political consolidation can also be called an unprecedented level of
support for the democratic path of Ukraine's development. According to the survey conducted in
May 2022, 95% of respondents indicated that it was important for them that Ukraine become a
democratic society. For comparison, before the beginning of the war in December 2021, there were
76% of them. The most significant features of democracy for respondents were freedom of speech,
fair justice, and free and fair elections (NDI Survey, 2022).

However, despite the consolidated support for the model of a society built on social and
state values associated with the European community, nevertheless, there is no reason to assert that
in Ukrainian society there has finally been a historical choice of citizens in favour of a pluralistic
society, solidary social relations, and the rule of law. The consequences of social and psychological
trauma caused by military aggression, the destruction of the economy, mass migration, the spread of
poverty, etc. are quite acute. Consequently, the exam on historical choice and social consolidation
has not yet been completed. It can be agreed that there is 'a high probability of the emergence of
new socio-political splits associated with numerous human losses, migration, mass impoverishment,
etc. Therefore, Ukraine needs to prepare the necessary fuses in advance so as not to slip into
identity conflicts again, now based on new demarcation lines' (Zelenko H., Kononenko N., 2022).

In the context of the course of European integration, as noted, it is important to form
citizens' value structures of identity, which are associated with the idea of "Europeanness”. Polls on
popular opinion indicate that there is still more work to be done in this area before Ukrainians
consider themselves to be Europeans. Thus, according to the results of a sociological study, the
generalized index of self-perception of residents of de-occupied and frontline territories as
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Europeans is about 4 points. For comparison, the index of perception of oneself as a resident of
one's region is 9.3 points. That is, respondents primarily identify themselves as residents of Ukraine
and a particular region (oblast). Instead, identification markers associated with the perception of
oneself as Europeans are at the initial stage of development (Cultural Practices, 2024).

In the public consciousness, there is a lack of understanding of the content of many norms
on which the European community is formed (human rights, rule of law, etc.), so there is a need for
the formation of state humanitarian and cultural work aimed at supporting new trends in the
formation of the identity of citizens associated with the course of European integration of Ukraine.
This is the public demand for a renewed state cultural policy.

Relevance of Updating the Cultural Policy Strategy

The strategic foundations of cultural policy should be based on strong constitutional
principles. However, despite the importance of culture for the development of society, not a single
article of the Constitution of Ukraine is fully devoted to it. The Basic Law mentions culture in
Articles 11, 12, 24, 36, 54 and 66, but the definitions contained in the Basic Law are largely
incomplete. In the relevant sections of the Constitution of Ukraine, where the functions of the
central authorities are defined, the issue of cultural policy is not given due importance. There is no
concept of 'cultural policy' in the Basic Law. Instead, the concept of 'nationwide programs of
national and cultural development' is used (Art. 85), 'nationwide program of cultural development'
(Art. 116, item 4), and 'regional cultural development programs' (Art. 119, item 3). Based on the
importance of culture for the development of society and the citizens, it is obvious that the
Constitution of Ukraine should contain a separate article devoted to culture and its functions, which
will determine, in particular, the principles of cultural policy and guarantees of ensuring the cultural
rights of citizens.

On the agenda is the problem of legislative consolidation of strategic directions of cultural
policy. The current documents defining the strategy of cultural development are outdated and do
not correspond to their purpose. The Long-Term Strategy for the Development of Ukrainian
Culture, which was approved in 2016, does not take into account modern realities, therefore it does
not perform the functions of a strategic document of state policy (Long-Term Strategy, 2016).

Currently, several projects for the development of culture in wartime and the post-war
period are at various stages of preparation. At the initiative of the Ministry of Culture, in June 2022,
the Cultural Consolidation for Victory manifesto was prepared, which identified the priorities of
cultural policy in the war period (Manifesto Cultural Consolidation, 2022). The Culture and
Information Policy working group of the National Recovery Council prepared a draft plan for the
restoration of the cultural sphere in the post-war period (Draft Plan for the Recovery of Ukraine,
2022). The Vision of Ukraine: Reforming and Restoring the Social and Humanitarian Sphere in the
Perspective of 2030 project, which was prepared by public experts, is under discussion (Vision of
Ukraine, 2023). This Project pays special attention to the development of the cultural sphere.
Despite the appropriateness of the creation of these projects, nevertheless, they do not have the
status of a state policy document and, accordingly, do not have legal force for the functioning of
state and public institutions implementing cultural policy.

Updating the strategic foundations of cultural policy is also necessary taking into account
the need to fulfill the requirements for the adaptation of Ukrainian legislation to the law of the
European Union in the context of Ukraine's acquisition of the status of a candidate for EU
membership. The concept of Ukraine's cultural development strategy should be based on
fundamental European values, including, in particular, the values of freedom, justice, solidarity,
democracy, the rule of law, the protection of human rights, overcoming poverty and guaranteeing
the rights of minorities.

We will identify the main conceptual positions that should be reflected in the updated
strategy for cultural development. The following priorities of cultural development require
conceptual justification: the need for citizens to master modern cultural competencies, overcome the
phenomenon of ‘cultural poverty'; guarantees of access to cultural goods regardless of material
condition and place of residence; promotion of cultural diversity; institutional and legal foundations
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for the preservation and protection of cultural heritage; state and public support for various forms of
creativity and innovative culture, in particular, creative industries; and mechanisms for the
formation of a modern socio-cultural identity of Ukrainian citizens. Among the priorities is the
definition of mechanisms for countering the ‘cognitive war', that is, the spread in the cultural space
of destructive narratives aimed at destroying the identity and deconsolidation of Ukrainian society.
It should also be called guarantees of information accessibility of citizens to cultural goods;
determination of mechanisms for proper budget financing of cultural institutions, and the legal basis
for the creation of mechanisms for extrabudgetary financing. Particular attention in this regard
should be paid to strengthening the role of cultural and humanitarian work on the mastery of
European values and the formation of socio-cultural identity.

Modernization of the Legislative Base of Cultural Policy

The new strategic design of cultural development provides for the modernization of the
regulatory framework of cultural policy.

In this context, the actual task is to develop and approve a new version of the Basic Act of
Ukraine on Culture (Law of Ukraine, 2011). The current law requires innovations that should be
aimed at the legal justification of the mechanism for the formation and implementation of state
cultural policy for wartime and post-war conditions. In particular, it is advisable to identify among
the priorities a set of tasks that are associated with the formation of the socio-cultural identity of
citizens and the consolidation of society. In this regard, a legislative norm will be appropriate,
according to which the mastery of European values will be determined by one of the priorities of
cultural development. Accordingly, quantitative and qualitative indicators should be introduced into
the system of monitoring and evaluating the implementation of state policy in the field of culture,
using which the effectiveness of identity policy is determined.

The basic law should define the guaranteed share of state and local budgets that are directed
to the needs of the cultural sphere. The legally defined amount of budget support will allow to get
rid of the notorious 'residual principle’, according to which cultural institutions are sometimes
financed.

In the basic law, it is also necessary to determine the specifics of the implementation of
cultural policy in the context of decentralization of management, to outline the areas of competence
of regional and central authorities. The policy of decentralisation, which was implemented in the
pre-war period, has generally proved its effectiveness, in particular, in terms of increasing the
financial capacity of self-governing local communities. At the same time, it is necessary to
recognize that local communities, having received additional financial resources, for the most part,
did not provide appropriate improvement in the functioning of the infrastructure of cultural
institutions. Therefore, at the legislative level, it is advisable to determine the mechanisms for the
formation and implementation of cultural policy at the regional and local levels.

Special attention should be paid to the definition of mechanisms for information support of
the cultural process (cultural enlightenment), which consists of promoting the accessibility of
cultural values to the population.

The need to introduce a subvention from the state budget for guaranteed financing of
cultural services is the next priority of the legislative support of cultural policy. In this regard, the
legislative initiative of the Ministry of Culture, which proposed the Draft Act of Ukraine on
Amendments to the Budget Code of Ukraine on the Introduction of a Cultural Subvention to
Finance the Provision of a Basic Set of Cultural Services (Draft Law of Ukraine, 2022), deserves
support. The introduction of a cultural subvention will contribute to the financing of a guaranteed
set of cultural services, which will result in ensuring the uniformity of cultural development of
regions and will become an effective means of preventing the development of the phenomenon of
‘cultural poverty'. Moreover, the urgency of introducing a subvention for the conditions for the
restoration of destroyed cultural infrastructure objects is increasing, because local budgets for such
purposes may simply lack the necessary resources. Without centralized financial support, it is
impossible to count on the rapid restoration of destroyed cultural sites.
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Particular attention should be paid to the modernization of the legislative framework for
public-private partnerships in the cultural sphere. In the current conditions, the main source of
support for culture remains funding from state and local budgets, as well as the resources of
international partners. At the same time, it is obvious that these sources of funding are not enough
for the full restoration of the cultural sector.

According to the relevant committee of the Verkhovna Rada of Ukraine, in the budget of
Ukraine in 2022, nominal expenditures on culture and art were UAH 18.9 billion, in 2023,
expenditures on culture and art amounted to UAH 22.3 billion. The draft budget of Ukraine for
2024 provides for their growth to UAH 27.5 billion. At the same time, according to experts of the
profile committee of the parliament, despite the increase in nominal expenditures on culture and art
in the budget of Ukraine in 2024, taking into account inflation indicators (113.8% year-on-year),
real financing of the sphere of culture and art will decrease by 26.69% compared to 2021, which
will not ensure the restoration of budget financing in real terms of the pre-war level. (On Budget
Financing, 2023)

In the context of insufficient budget support, the development of public-private partnerships
can be an effective auxiliary tool for financing cultural policy. However, there are currently large
gaps in the current legislation regarding the legal support of the capacity of public-private
partnerships to significantly affect the financing of cultural activities. Thus, the Act of Ukraine on
Culture, the Act of Ukraine on Museums and Museum Business and the Act of Ukraine on the
Protection of Cultural Heritage fixed the possibility of using public-private partnerships. However,
this fixation is mostly of a framework nature, since neither the laws that define cultural activities
nor the by-laws have developed a mechanism for applying public-private partnerships. According to
many experts, the current model of public-private partnership is not adapted for its effective
application in the field of culture, taking into account the specifics of cultural infrastructure and
cultural heritage sites. The main obstacle is the requirements for the preservation of historical
monuments and the functionality of cultural objects under the conditions of their commercial use.
As a result, at the moment there are no by-laws and methodological recommendations that would
determine the mechanisms for the use of public-private partnerships in the field of culture and the
use of historical heritage objects in commercial activities.

The sphere of culture and before military aggression was unattractive for private investors.
Therefore, in the context of budget underfunding, the task of modernizing the regulatory framework
of public-private partnerships in the field of culture is on the agenda to create a favourable
environment and incentives for private businesses to attract investment in the cultural sphere.

Conclusions

Drastic changes in Ukrainian society caused by the Russian-Ukrainian war put on the
agenda the need to form a state cultural policy in Ukraine for the conditions of military aggression
and the post-war period.

The formation of updated strategic foundations of cultural policy was curtailed during the
armed aggression. Ukraine's obtaining the status of a candidate for accession to the EU has set the
task of accelerating work in this direction on the agenda. Therefore, despite the losses as a result of
the war, the relevance of the formation of updated strategic foundations of cultural policy in the
context of the state course of European integration remains.

At present, the situation in the cultural sphere of Ukrainian society is characterized, at least,
by the following factors: firstly, the need to restore a large number of infrastructure facilities of
cultural institutions that were damaged or destroyed as a result of hostilities; secondly, the need to
ensure proper financing of culture from the state and local budgets; thirdly, the need to master
European cultural policy practices, which derives from Ukraine's acquisition of the status of a
candidate for accession to the EU; fourthly, the task of reforming cultural management bodies at the
central and local levels, attracting managers capable of implementing policies following accepted
European cultural practices.

To solve these problems, there is a need to update the state policy documents defining the
strategy of cultural development. The subject of the updated strategy should be the creation of
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political and legal conditions for the formation of cultural practices that meet the public demand and
the interests of consolidating society, guaranteeing the cultural rights of citizens.

The strategic principles of cultural policy should meet the challenges of today and cover all
areas of cultural activity. Target results of cultural policy should be determined, the achievement of
which is determined based on monitoring, which provides information to the subjects of the cultural
process on the status of implementation of planned activities.

The financial condition of the cultural sector remains rather weak, despite the nominal
increase in funding in 2024. Therefore, the agenda includes the development and approval of
regulations that would facilitate the involvement of private businesses based on patronage and
increase the investment attractiveness of the cultural sphere.

The implementation of European legislation requires a reform of the management system in
the field of culture. The central executive body responsible for the implementation of cultural policy
should be institutionally capable of implementing practices that contribute to the integration of
Ukrainian culture into the European humanitarian space. In particular, this concerns the need to
ensure the consistency of planning with the relevant plans of European institutions in the field of
culture. Managers at the central and local levels should have the appropriate professional level to
ensure the integration of Ukrainian culture into the European humanitarian space.

Current areas of cultural development require the following legislative substantiation:
mechanisms for the formation of a Eurocentric socio-cultural identity of Ukrainian citizens;
determination of mechanisms to counter the spread of destructive narratives in the cultural space
aimed at destroying the identity and deconsolidation of Ukrainian society; guarantees of proper
budget financing of cultural institutions; determination of mechanisms for information support of
the cultural process; determination of guaranteed indicators of financing the cultural sphere from
the state and local budgets.

The task of integrating Ukrainian culture into the European humanitarian space, in particular
the implementation of EU law in the domestic regulatory framework, should be a priority in the
development and implementation of cultural policy.
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Abstract. The article examines the impact of the Russian-Ukrainian war on international
system and international order. It assesses the former through the lenses of realism and neorealism,
while approaching the latter within constructivist and English School approaches. Structural and
normative changes in international politics are examined.

The war has been revealing and transforming the balance of power on a global and regional
levels. By doing so, it is enhancing structural changes in the international system. The article
explores the scope of these changes.

On the normative side, the conflict challenges and potentially alters the rule-based
international order, affecting established norms and institutions. This war not only affects Ukraine
but also has broader implications, contributing to the ideological standoff and security paradigm
shifts globally. The article underscores the interplay between structural changes and normative
shifts, illustrating how these dynamics are interconnected and mutually reinforcing. This
comprehensive analysis provides insights into the evolving landscape of international relations and
security, emphasizing the far-reaching consequences of the Russian-Ukrainian war on both
international system and order.

Key words: Russian-Ukrainian war, international security, international order, international
system, power transition

AHoTtaniga. CTaTTs AOCHIIKY€E BIUIMB POCIHCHKO-YKpaiHCbKOI BIMHM Ha MIKHApOJIHY
CHCTEMY Ta MIKHapOJHUH MOPsSI0oK. MKHAPOJHY CHCTEMY OLIIHEHO Kpi3b MPHU3MY peani3my Ta
Heopeani3My, TOAl fK MDKHapOAHHI MNOPAJOK pPO3TJISHYTO B paMKaX KOHCTPYKTHBICTCHKOTO
niaxony Ta AHrmiiicbkoi mkonu. OILIHEHO CTPYKTYpPHI Ta HOPMAaTHBHI 3MiHM B MDKHApOAHIN
TIOJITHIIL.

Biiina BusBnse Ta TpaHcpopMmye OajaHC CHUI Ha TINIOOAIBHOMY Ta PETIOHATBHOMY PiBHSX.
Tum caMuM BOHA MOCHUITIOE CTPYKTYPHI 3MiHU B MDKHApOJHIN cuctreMi. CTaTTs qoChiaKye o0caru
IIUX 3MiH.

3 HOpPMAaTUBHOIO OOKY KOH(JIIKT KHJA€ BHUKIMK 1 MOTEHIIHHO 3MIHIOE MIXKHApOIHUI
MOPSI0K, 3aCHOBAHUI Ha MpaBUjIax, BIVIMBAIOYM HA BCTAHOBIJIEHI HOPMHU Ta 1HCTUTYTH. L4 BiiiHa He
JIUIIE BIUIMBA€ HAa YKpaiHy, aje i Mae mupiili HaCIAKU, CIPUSAIOUN 11€0JIOTIYHOMY MPOTUCTOSHHIO
Ta 3MiHaM y mapaaurmi Oesneku Ha riaoOasbHOMY piBHI. CTaTTs MIAKPECITIOE B3a€MOJII0 MIX
CTPYKTYpHUMH 3MIHaMH Ta HOPMATHBHUMHU 3PYIICHHSMH, UIIOCTPYIOUH, SK III TMPOIECH
B3a€MOIIOB’sI3aH1 Ta MiJICHIIIOI0Th OJUH OAHOTO. JlOCHiPKEHHSI ONUCY€E CEePEeOBUIIE MIKHAPOJHUX
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BITHOCUH Ta OE3IeKH, 10 3MIHIOETHCS, 3BEPTAIOYN YyBary Ha JAJEKOCSDKHI HACHIIKH POCIHCHKO-
YKpaiHCBhKOT BIWHU ISl MIXKHAPOIHOT CUCTEMH Ta MOPSIKY.

KuarouoBi cjioBa: pociiicbko-yKpalHChbKa BiifHa, MiXKHapojgHa Oe3leka, MiXKHapOIHUN
MOPSIOK, MDKHAPO/IHA CUCTEMA, TIEPETIKAHHS CUIT

Introduction.

The Russian-Ukrainian war is a multifaceted security problem and a systemic challenge to
international order and international security. It is impacting the global balance of power and
questions well-established norms and institutions of international conduct. By doing so, the war is
becoming a manifestation of a deep crisis of international politics. On a normative side, it is a
struggle for preserving/changing the ‘rule-based international order’. On a structural side, it is a
factor of power transition within international system.

Assessing the impact of the war on international security along both dimensions is important
to understand its consequences, including subsequent security risks. Structural transformations on a
global level trigger adaptations in national security strategies of great, middle and small powers,
resulting in new alliances and (im)balances of power. Normative changes in world politics, enabled
by the war, are changing the ways international society operates, as well as shifts the rules of the
game. Those shifts, in turn, transform international security environment.

The purpose of this article is in assessing the impact of the Russian-Ukrainian war on both
international system and international order.

Literature review.

The concepts of the international system and international order are extensively debated
given their definitions, dynamics, and implications. Key theoretical perspectives include realism,
liberalism and constructivism.

Realism offers a pragmatic view of the international system. Classic realists like
(Morgenthau, H., 1948) argue that the international system is anarchic, driven by the competitive
pursuit of power among sovereign states. Kenneth Waltz (Waltz, K., 2010) further refines this in his
structural realism (or neorealism), emphasizing the distribution of power (polarity) as the primary
determinant of international order. John Mearsheimer (Mearsheimer, J., 2001) adds to this discourse
with offensive realism, positing that great powers are perpetually engaged in power-maximization
for survival.

Liberalism presents an alternative understanding, focusing on cooperation and institutions.
Theory of complex interdependence (Keohane, R., Nye J., 1977) highlights the role of international
institutions in mitigating anarchy and fostering cooperation. The work of John Ikenberry (lkenberry,
J., 2001) explores the construction of international order through liberal institutionalism, suggesting
that hegemonic stability underpinned by democratic values and economic openness can lead to a
more stable and prosperous international system.

Constructivism shifts the focus from material to ideational factors (Wendt, A., 1992). It
argues that the international system is socially constructed through the interactions and shared
understandings of states. This perspective emphasizes that international order is not only shaped by
power and interests but also by identities, norms, and beliefs. Martha Finnemore and Kathryn
Sikkink (Finnemore, M., Sikkink, K., 1998) elaborate on the role of international norms and how
they influence state behavior and contribute to the formation of international order.

Recent scholarship explores the implications of emerging powers, global governance, and
non-state actors on the international system and order. The rise of China and its impact on the
liberal international order is a subject of significant debate (Ikenberry, J., 2008; Allison, G., 2017).
The impact of transnational challenges such as climate change, terrorism, and cyber threats on the
stability of the international system is increasingly recognized (Buzan B., Hansen, L., 2009).

Realism and liberalism offer competing explanations based on power and institutions,
respectively, while constructivism and critical theories introduce the significance of ideational
factors and structural inequalities. Contemporary debates continue to evolve, addressing new
challenges and the shifting dynamics of global power. Understanding these complex interactions is
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essential for comprehending the nature of international relations and the prospects for global
stability and order.

The geopolitical implications of the Russian-Ukrainian war are also widely debated.
John Mearsheimer's controversial article ‘Why the Ukraine Crisis Is the West’s Fault’ argues that
NATO's eastward expansion provoked Russia, sparking significant debate. Conversely, Richard
Sakwa's ‘Frontline Ukraine: Crisis in the Borderlands’ highlights the internal Ukrainian dynamics
and the role of external actors in exacerbating the conflict.

The war has been also examined through various theoretical lenses. Realist
perspectives, as discussed by John Mearsheimer and Stephen Walt, emphasize power politics and
strategic interests. Liberal perspectives, represented by scholars like Anne-Marie Slaughter, focus
on the role of international institutions and the liberal international order. Constructivist analyses
(Hopf, T., 2016) explore the identity and normative dimensions of the conflict, including the
competing national narratives of Russia and Ukraine.

Main results of the research.

The impact of the Russian-Ukrainian war can be noticed in many ways; however, from the
international security perspective, two of the are particularly important: structural and normative.
The war is revealing and changing the global, regional and bilateral balance of power, and is thus
transforming the international system. It is also changing the norms and undermining existing
regimes — what’s often referred to as a ‘rule-based order’. The war is not so much making all the
rules obsolete but suggest the normality of its own. In that sense it is the conflict over the future of
international order.

The structural dimension of the war is manifested in transformations within the international
system. Not all of them have been caused by the war; however, many have been triggered,
accelerated or reinforced. To assess transformations of international system I’ll be turning to a
neorealist IR framework with its emphasis on a structural level of analysis. A neorealist approach to
the Russian-Ukrainian war is focusing on power transitions, relative strength of the poles,
concentration of power and the way these developments impose frameworks on states’ decision-
making (Mearsheimer, J., 2022; Walt, S., 2023). The way power is distributed and how states
perceive such distribution are fundamental parameters of international security from a realist
perspective.

The Russian-Ukrainian war exemplifies both the consequences and catalysts of shifts in the
global balance of power. The conflict's impact on the international system is multifaceted: it not
only influences the global distribution of power but also illuminates existing power dynamics.
According to neorealist theory, international security is fundamentally shaped by the distribution of
power among major actors, particularly great powers (Waltz, K., 2010). However, assessing this
balance presents significant challenges.

One traditional method of gauging power distribution is through the outcomes of recent
conflicts. Yet, interstate wars are increasingly rare, and conflicts between great powers have been
absent since World War I1. This rarity renders the balance of power an often speculative and
indeterminate concept, undermining its reliability as a cornerstone of international security. This
inherent ambiguity fosters a pervasive sense of uncertainty within the international system.
Uncertainty regarding the relative power potentials of states can itself be a significant factor in
international (in)stability. Governments inclined toward risk-taking, for various reasons, may be
tempted to test their strength in practical scenarios. Challengers might overestimate their own power
while underestimating that of established hegemons. But what was the real balance of power on the
eve of the war?

Recent developments offer preliminary insights into the current distribution of power. Wars
tend to make existing power distributions more explicit, and the Russian-Ukrainian conflict has
elucidated several key aspects. It has exposed the limits of the West's capabilities, highlighted the
extent of European soft and normative power, and underscored the dynamics of the "West versus the
Rest' confrontation. Additionally, the conflict has revealed both the weaknesses and strengths of
Russia.
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The evolving balance of power, both globally and regionally, has become more discernible.
It is evident that Western hegemony, while still influential, is no longer as overwhelming as it once
was. Concurrently, China has demonstrated a reluctance to fully align with Russia's aggressive
revisionism, despite shared strategic goals aimed at altering the international order. These
observations suggest a more complex and multipolar global power structure.

The ongoing war is also highlighting the presence of elements of bipolarity in today's world,
evidenced by conceptual divides such as the Global North vs. Global South and democracies vs.
autocracies. These divisions are further reinforced by the distribution of material capabilities, with
the United States and China being the only two states surpassing a 15% share of global GDP.
However, this bipolarity is only partial, as the contemporary world features more than two
significant poles.

The relevance of multipolarity is increasingly acknowledged. Many leaders of major powers
perceive a world characterized by political diversity, a dispersion of power, and competition among
multiple centers of influence (Scholz, O., 2022/2023). Furthermore, power in today's world is not as
heavily concentrated in the hands of states; non-state actors are gaining more influence, resources,
and agenda-setting capabilities.

In this context, the future positions of the European Union, as well as countries like India,
Saudi Arabia, and Brazil, will significantly impact the evolving architecture of international
security. The decline of American hegemony, alongside China's rise, the steady growth of nations
like India, and the sustained influence of traditional poles such as the EU and Japan, suggest a
coexistence of several great powers within an increasingly diversified political setting.
Nevertheless, the hard power dominance of the US and China has made expectations of a new
bipolarity widespread.

Polarity is traditionally defined by the distribution of material capabilities among states, yet
it also encompasses the readiness and ability of states to project military power and leverage these
capabilities to influence the behavior of others. The Russian-Ukrainian war serves as a critical test
of both this readiness and ability. The outcomes of this conflict will be crucial in shaping the future
system of international security. The war represents not only a clash of military forces but also a
struggle for international leadership, strategic vision, and coalition-building.

Moreover, significant conflicts do more than reveal the existing balance of power; they
actively alter it. Understanding shifts in the global balance of power is essential from both static and
dynamic perspectives. The static perspective focuses on identifying the current operational
international system, while the dynamic perspective involves monitoring and managing power
transitions. The implications of these shifts are profound, affecting how power is distributed and
exercised on the global stage.

The Russian-Ukrainian war has emerged as a significant catalyst for polarization within the
international system. Prior to this conflict, technological advancements and the evolution of
political institutions contributed to the dispersion of power, diminishing the extent of state control
over substantial segments of the global economy and material capabilities. This diffusion of power
has been further bolstered by a network of international multilateral institutions, several robust
international regimes, and what constructivist scholars might term an 'international society'—a set
of widely accepted norms, rules, and procedures (Wendt, A., 1999).

An important structural feature of international politics in the past two decades revolves
around the contentious status of American supremacy. On one hand, the United States has
indisputably held the mantle of the most potent state globally. Yet, on the other hand, its position of
hegemony has gradually eroded. American supremacy has traditionally rested upon a substantial
share of the world economy, a commanding lead in military expenditures, the capacity to project
power on a global scale, and an extensive network of allies. However, these material capabilities
have not automatically translated into the influence necessary to sway the decisions of other
actors—an essence of power as articulated by Dahl (Dahl, R., 1957). Unlike the 1990s, the United
States has relinquished control over the outcomes of politically significant recent events, such as
Russia's annexation of Crimea or the protracted conflict in Afghanistan.
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The relative decline in American power capabilities has engendered elements of
multipolarity within the international system. This multipolar balance of power has traditionally
underpinned international security through the collective dominance of Western powers and a
network of security commitments spanning Western multilateral alliances and specific nations. This
arrangement has been further fortified by containment strategies at regional levels. Additionally,
several international regimes have been established to mitigate the risks associated with direct
military confrontations, including those pertaining to nuclear non-proliferation and arms control.
Despite the design of a global system of international security aimed at averting major conflicts, it
has, regrettably, failed to prevent the eruption of a significant war in Europe.

The enduring impact of Russia's war in Ukraine on the global balance of power remains to
be seen. The war has induced shifts in the framework of expectations guiding state behavior and has
accelerated major structural developments, notably in the realm of coalition-building. While the
United States has augmented its prospects for reclaiming global leadership, the conversion of these
prospects into tangible political influence is still unclear.

Examining the dynamics of power transition through the lens of power transition theory
yields valuable insights into how regional crises can precipitate transformations in global orders,
particularly when aligned with a sustained trend of hegemonic decline (Organski, A., 1968). This
theoretical perspective posits that global security is preserved as long as status quo powers
substantially outweigh challengers. Typically, status quo powers coalesce in some form of
collective hegemony, comprising states that derive maximal benefits from extant rules, structures,
and institutions. However, as the gap between status quo powers and challengers narrows, the risks
to international security escalate. Challengers may resort to aggressive revisionism if they
overestimate their capabilities or underestimate those of the established status quo powers. The
Russian-Ukrainian war has exemplified such inaccuracies in assessing the balance of power,
accompanied by Russia's willingness to test Western hegemony, which may portend the onset of a
profound crisis in international security precipitated by anticipated or actual power transitions.

From such a perspective, the erosion of the international security architecture at the global
level has been perceptible as the disparity between status-quo powers and potential challengers has
diminished. The sustained ascendance of China, strategically propelled by the implementation of
the One Belt, One Road initiative since 2013 (Kim, W., Gates, S., 2015), alongside the
consolidation of Russia during the 2000s—facilitating Vladimir Putin's enunciation of a revisionist
trajectory in his 2007 Munich speech and subsequent invasion of Georgia—may represent pivotal
junctures. The Russian-Ukrainian war serves as a constituent element within a continuum of
regional conflicts, emblematic of the broader global crisis in international security stemming from
shifts in the balance of power.

Efforts to sustain the post-Cold War international order have strained and depleted the
United States' power. Preserving and augmenting U.S. global influence necessitated meticulous
management of its considerable yet finite resources and attendant risks. Confronting the
complexities of managing client states engendered a conundrum, requiring discernment in
delineating appropriate measures and optimal responses, particularly concerning arms provisions,
security assurances, and financial assistance (Yarhi-Milo, K., Lanoszka, A., Cooper, Z., 2016). The
crisis of leadership engendered a more circumspect approach by the United States at the regional
level, alongside an intensified focus on strategic partnership with the European Union and strategic
competition with China. Involvement in regional security issues became progressively more
fraught. Nevertheless, the annexation of Crimea by Russia in 2014 transcended mere regional
security concerns, constituting a direct affront to the foundational principles of the international
order. The United States was compelled to augment its engagement in the conflict, transcending its
initial characterization as a bilateral dispute with Russia to become enmeshed within the broader
global competition paradigm.

The annexation of Crimea and subsequent full-scale invasion by Russia have markedly
impacted the European Union's global posture. Since 2014, the Union has grappled with the
imperative to formulate a novel modus operandi in its relations with Russia—one that would
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preclude Russia's further attempts to destabilize Europe, while simultaneously preserving room for
stable and predictable coexistence. Despite the imposition of sanctions, Russia has remained a
pivotal trade partner for the EU, particularly regarding energy resource supplies. Notwithstanding
these measures, several European countries have continued to support the construction of Nord
Stream-2, a new gas pipeline, until mere weeks before the invasion. Consequently, Russia has
continued to wield significant influence in the strategic planning of the EU and its foremost
member-states, such as Germany and France.

However, the Russian-Ukrainian war has precipitated a paradigm shift in this dynamic. The
EU has notably diminished its reliance on Russia for energy supplies and has acknowledged
Russia's role as a threat to European security. This shift underscores the EU's recalibration of its
strategic priorities and its endeavor to assert greater autonomy in matters of energy security and
geopolitical strategy.

China's strategic interests are intricately entwined with the outcome of the Russian-
Ukrainian war, presenting a significant challenge to Beijing's geopolitical calculus. In the short
term, China stands to gain from the ongoing conflict through the accrual of enhanced influence over
Russia, cheap supply of Russian energy resources, and expanded access to the Russian market.
However, these perceived gains are counterbalanced by the attendant risks, notably the
consolidation of Western alliances and the concomitant deterioration of China's relations with its
primary trade partners, the European Union and the United States.

The war has exerted a profound impact on global security arrangements in three
fundamental ways. Firstly, it has disrupted the institutional underpinnings of global security by
undermining several international regimes and organizations, most notably those governing
strategic arms control, nuclear non-proliferation, and institutions such as the United Nations and the
OSCE, thereby fostering the potential escalation of regional crises and exacerbating tensions among
major powers.

Secondly, the war is poised to precipitate a recalibration of the balance of power among key
global poles, heralding a potential restructuring of the international system. A pivotal juncture in the
trajectory towards either bipolarity or the consolidation of Western alliances and influence, the
conflict assumes significance as a systemic game-changer.

Lastly, the war has undermined the foundational principles of a rules-based international
order, which had hitherto served as a bulwark against large-scale conventional conflicts in Europe
and the annexation of territories belonging to neighboring states. This erosion engenders diminished
trust and heightened security dilemmas across all echelons of international politics, exacerbating
uncertainties and vulnerabilities within the global security landscape.

From a normative and institutional perspectives, the Russian-Ukrainian war is about the
future of international order. While international system and balance of power are operationalized
within realism, to grasp the concept of order one might turn to constructivism and the English
school.

Within these approaches, order is used to denote a set of instruments and rules, with which
an international society seeks preserving itself. Why do norms, rules and institutions which promote
them emerge? From a realist perspective, the reason is that the egoistic interests of states coincide
from time to time. However, according to Headley Bull, the reason is different: there is a common
good, which states perceive much like the way people do in a society (Bull, H., 1977). Just the way
people agree on simple things, e.g. who’s calling back if the call has been disrupted, states can also
establish basic principles. They channel some efforts to establishing and maintaining an
international order that would be based on the common recognition, for instance, that each state’s
survival and security depend on the general willingness to restrict the use of force or respect
sovereignty and territorial integrity. States agree to exert common efforts with a view to ensuring
adherence to such basic institutes as diplomacy or law. Among the major elements or
manifestations of the world order, Bull mentions the balance of power, international law,
diplomacy, war and great powers. Of a particular interest is the difference between international and
world order. The former refers to the interstate level of relations whereas the latter concerns all
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levels, including that of some people’s personal interests. Such a take on international order was to
integrate states’ interests and human rights into a single whole. While neorealism focuses on
structure, an essential element of the English School’s theoretical views is the concept of change.
Contrary to realists, who associate changes in the international system with shifts in the correlation
of power among states, the English School pays attention to normative shifts leading to changes in
how states perceive their own interests, rules and norms.

One more important aspect of understanding international order is linked to theory of
regimes. The Russian-Ukrainian war is doing a lot of damage for some of them, most importantly of
nuclear non-proliferation and armaments control.

A regime is considered to consist of formal and informal principles, norms, rules and
decision-making procedures around which actors’ expectations converge in a specific area of
international relations (Krasner, S., 1983). A regime is a particular case of an international
institution. It is established through a set of norms and procedures with a view to making relations
among actors more predictable and less anarchic, e.g. the nuclear non-proliferation regime. The
presence of a regime results in more transparency, predictability and stability of states’ interaction.

International organizations, in some ways similar to international regimes, are also elements
of international order. A regime can thus be understood as a specific type of international
institutions that can take the form of an international organization, but only when embodies the
norms and rules of interaction in a certain area.

Finally, within the context of the international order, especially ‘rules-based’, the notion of
rules is important. It may be rather problematic to establish what those rules are, especially when
they are informal. If rules are not legal norms, they can be taken as certain principles, which guide
decision-making of states. But in that case every motivation is a certain rule for a certain state. A
revisionist state, which challenges the world order by violating seemingly universal, but not always
written, rules of conduct, is also guided by some principles or, to better put it, preferences.
However, instead of being related to agreements among states, these rules are more linked with
egoistic interests, the logic of power-based interaction among states, the understanding of
tendencies and regularities of world politics or the assessment of the structure of the international
system. Breaking the rules in an anarchical society may seem quite paradoxical. From the
institutionalist viewpoint, international order, which is a mode of arranging of the international
system through introducing formal or informal rules and procedures, may be considered a
combination of functioning international regimes.

Russia’s invasion to Ukraine is challenging existing agreements, social arrangements,
norms, procedures and regimes — and thus it is challenging international order.

First, it is doing so by denying territorial integrity and sovereignty, two fundamental norms
of existing geopolitical arrangements. In fact, Moscow has undermined these principles earlier, in
Ukraine in 2014 and in Georgia in 2008. But a full-scale invasion takes these efforts to the highest
point, making this war different from other military conflicts of the post-Cold War era.

Second, Russia’s invasion is restoring the value of and demand for military component of
power. Military might is once again proving to be a costly but effective power resource. As a result
of this war, states are reconsidering their investments into and understanding of security. Extended
military power projection capabilities are once again becoming a hard currency in international
politics — and a key resource at times when international order is shrinking. Maintaining effective
military seems to provide extended benefits, while non-military tools of containment seem much
less powerful. Countries are increasing their defense budgets and boost military production — while
expecting others to do the same. Military capabilities and the ability to project them are becoming
cumulative power assets. Maintaining military advantage is perceived as a crucial condition for
survival or success of nations in international politics. Although arms races not necessarily lead to
wars, management of security in a highly militarized context would require much more skill and
effort.

Third, nuclear weapons are gaining new meaning and value, while nuclear weapons non-
proliferation regime is weakening. Ukraine, which voluntarily gave up 176 IBMs, several dozens of

32



Axmyanvni npobaemu MidxcHapooHrux sionocur. Bunyck 158. 2024.

strategic bombers, about 1800 nuclear warheads — third largest nuclear capacity in the world overall
in exchange for security guarantees, lost a part of its territory. That posed for many a question about
whether a nuclear disarmament brings about more security or undermines it. As a powerful
component of hard power capabilities, nuclear weapons may become more demanded. Weakening
of a non-proliferation regime, which has been underway for a while already, may bring about tactics
of brinkmanship, threats and resulting rise of tensions, both regionally and globally. In a world of
arms races and weak/absent regimes for weapons control, a war is becoming more immediate
danger.

Along with that, Moscow’s hinted nuclear threats before and during invasion to Ukraine
imply that whoever can make those threats credible gets a huge advantage. For a nuclear threat to be
credible, the more the better rule applies. From now on nuclear armaments race becomes a rational
choice for those seeking more security or expansion. Threshold countries may find the best
response to the rules of a new international order in seeking nuclear weapons.

Fourth, international security organizations are under threat of becoming obsolete. The UN,
OSCE and many other international security institutions failed to impose enough additional costs on
Moscow’s decision-making before the war, as well as failed to make Russia stop the war. Apparent
weakness of international organizations in what concerned prevention and/or managing large-scale
violence makes states seek other options. Progressive insufficiency of international norms and
regimes promotes restoration of realist thinking in international politics, with its emphasis on hard
power, zero-sum competitions and mistrust. Coalitions may prove to be much more important and
effective than international organizations.

In that regard, the Russian-Ukrainian war is affecting multilateral institutions like NATO
and the EU and redefining their role in the regional security setting. NATO’s importance has been
on the rise since annexation of Crimea by Russia in 2014. The Alliance has taken several steps to
strengthen its military presence in Eastern Europe, ensure trust, and contain possible Russia’s
aggression against any member-state. Exercises have become larger and more often. New types of
threats, including cyber and hybrid, have been addressed. After Russia invaded Ukraine in 2022,
NATO’s consolidation continued. The Alliance expanded with Finland and Sweden joining. It put
an emphasis on a threat from Russia and established closer relations with partner countries, most
importantly Ukraine. NATO is also strengthening its Eastern flank. Credibility of security
guarantees within the Alliance goes up; the same is true about NATO’s technical, financial and
military capabilities. When it comes to providing international security after the war, NATO is
going to play a crucial role (NATO, 2022).

EU’s also facing significant challenges. The war has revealed the Union’s unpreparedness
for a long-term military standoff and, more generally, its lack of hard-power resources and power-
projection capabilities. A strategy built on expansion of European normative influence largely
failed. The Union is facing a strategic dilemma of either restructuring its whole approach to
managing regional security or remaining vulnerable to ongoing transformations of the international
order. The former would entail revision of policy towards Russia and China, long-term increase in
military spending and hard power capabilities, less emphasis on multilateral international
institutions and, possibly, changes of decision-making procedures inside the Union.

Transformation of the role of international institutions, as well as undermining of
fundamental principles of international politics are signaling about normative changes and are at the
heart of the struggle for protecting a ‘rules-based international order’. In an anarchical setting of the
international system, it is quite difficult to introduce transparency, trust and predictability among
states through norms. At the same time, it is much easier to undermine all that. A prolonged large-
scale war in the heart of Europe is doing exactly that: undermining current international
arrangements. A failure to prevent the war means that usual international security tools are no
longer reliable, while growing competition among great powers points at increased probability of
other wars in the future. Are wars becoming normal again?

For more than three decades since the end of the Cold War, international political scene has
been dominated by intrastate low-intensity conflicts, while interstate wars have been exceptionally
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rare and mostly concentrated in Asia. Splashes of violence in protracted conflicts, like those
between India and Pakistan or Armenia and Azerbaijan, were rather semi-frozen conflicts out of
control than 20-century style large wars; and the absence of institutionalized large-scale interstate
violence has become a characteristic feature of international security.

High price of a war has been an important element of the international order. What can
become an element of a new order is states’ readiness to launch wars regardless their price. Russia’s
war in Ukraine costs hundreds of billions dollars of annual direct spending; with long-term
structural effects for the economy and distant impact of sanctions also to be taken into account.
Moscow opted for a war not because it was cheap, but regardless of how expensive it might have
been. The rise of the global competition among great powers may be accompanied by a growing
risk of interstate warfare. That competition is displayed at several levels. On the global level it is
about challenging international order and shifting balance of power. On the regional level it is
manifested in proxy wars and opposition of the alliances. On the national level it can reinforce
ideological standoffs and promote institutional changes inside states. The danger of this war is that
it changes the way states perceive intentions of each other and see the ways to enhance their
security. It shifts security paradigms and undermines established norms. By doing so, it not only
endangers Ukraine, neighboring countries or Europe as a whole; but increases chances of further
destabilization.

The Russian-Ukrainian war has affected international order at several levels and in many
ways. It has deteriorated security environment by generating suspicion and fear. It has weakened
multilateral international institutions and usual frameworks for security cooperation. It pushed large
powers in Europe to reconsider their security strategies and reassess challenges and threats.

Conclusions.

Both international system and international order have been strongly affected by the
Russian-Ukrainian war. Although structural transformations and changes of institutional setting can
be seen separately for analytical purposes, they are intertwined and reinforcing one another.

Structurally, the war is shifting the global balance of power and speeds up the trends set
earlier by the rise of China and deterioration of the American leadership. International system is
drifting towards bipolarity — or is already there. The war consolidated the process and added a
stronger ideological component to already existing power competition between US and China, or
between coalitions of status quo protectors and challengers.

The war can also be seen from a power transition perspective as a dangerous case of
revisionism, marking a chain of destabilizing events leading to increased instability of the
international system.

Institutionally, the war is a game-changer. It has the potential to undermine some most
important rules and regimes of international conduct. Renewed significance of military force, denial
of territorial integrity and deterioration of nuclear non-proliferation are among most important shifts
in international order. These are accompanied by weakening of international organizations and
regimes of multilateral cooperation and trust, which have been important for a post-Cold War
neoliberal security paradigm. The role of these organizations and regimes is likely to be retaken by
alliances and coalitions.
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Abstract. The article is devoted to the analysis of NATO's communication strategies in the
context of the Russian-Ukrainian war. The dynamics and main objects of the communication policy
of the Alliance are analyzed. Effective mechanisms for ensuring regional and international security
within the framework of collective security and combining the efforts of allies have been
determined. Ways of reaction of NATO member states to new challenges for the international
security system have been studied: hybrid threats, cyber terrorism, disinformation, destructive
informational influences. The key priorities of cooperation between Ukraine and NATO for
countering aggression from the Russian Federation and restoring the territorial integrity of
Ukraine are outlined.
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Introduction. The Russian-Ukrainian war has become a turning point in world history,
changing the picture of the world. The war has destroyed the world order, called into question the
world's perception of international security, jeopardized the independence of one of the largest
countries in Europe, brought back the ghost of nuclear confrontation, destroyed the global economy,
and has already led to the deaths of hundreds of thousands of people. The Russian-Ukrainian war
has demonstrated the ineffectiveness of modern mechanisms for preventing and resolving crises.

Actors of international relations realize the necessity of moving towards solving geopolitical
problems, resolving international conflicts, and ensuring national interests using non-military
methods and technologies. Modern technologies provide such a devastating capability to the actors
of international relations that the use of "hard power™" is potentially, with a high probability, to
endanger the existence of humanity in large areas and in many regions of the world.

The concept of national resilience, the ability of the state and society to effectively counter
threats, adapt to changes in the security environment and ensure stable functioning during crises, is
becoming increasingly relevant. It means, first and foremost, the acquisition by states and
organizations of a certain set of capabilities required for safe existence in the face of increased risks
and crises, as well as for rapid recovery from a crisis. The current level of global interconnectedness
necessitates the formation of an international coalition to combat information threats. The point is to
share experience, information and support each other. It is necessary to jointly develop protection
mechanisms, counteract threats, and adapt international standards of regulation in the media and
cyberspace to new challenges without violating the principles of democracy. This is a challenge not
only for individual states, but also for organizations, alliances and unions based on collective
decision-making. Ukraine is making considerable efforts to create a set of measures to counteract
real and information warfare by joining the process of international integration and cooperation,
enhancing a wide-scale information policy based on the use of modern technologies and rapid
response.

In the light of the current Russian-Ukrainian war, many models of international security
have proven to be inefficient, failed, and ineffective. For instance, the system of international law
and the activities of the United Nations concerning sustainable peace and security have been
criticized. The system of collective security and the unification of allied efforts has proven to be one
of the most effective mechanisms for ensuring regional and international security. At present, there
is a progressive advance of strengthening and consolidation of the “collective West”, strengthening
the Euro-Atlantic system of international security.

The North Atlantic Treaty Organization (NATO) supports the inalienable right of
independent states to individual or collective defence (The North Atlantic 1949). Considering the
changes in the international security system, the violation of the territorial integrity of one of the
European countries, the deployment of a full-scale Russian-Ukrainian war, and the emergence of
new methods of hybrid confrontation, it is important to study the changes and directions of NATO's
communication strategy in the field of regional and international security.

Analysis of recent research and publications. The Ukrainian school of research on the use
of information and psychological influences is represented by the works of Voloshenko I.,
Makarenko E.A., Marchuk E.K., Meleshchenko T., Pavliuk V.V., Perepelytsia H.M., Polovnyk
P.M., Polyakov O.M., Sydoruk T.V., Shpura M.I., etc. In their works, Ukrainian researchers mainly
cover the issues of intensification of cooperation in the field of regional and international security
between Ukraine and NATO, prospects and problems of Ukraine's European integration aspirations,
the main trends in the transformation of the North Atlantic Treaty Organization, NATO
enlargement as a false pretext to justify Russia's aggression against Ukraine, strengthening the
Alliance’s capabilities in countering hybrid threats and cyberterrorism.

The aim of the article. The article studies features and directions of NATO's
communication strategies in the context of the Russian-Ukrainian war.

37



Actual problems of international relations. Issue 158. 2024

Presentation of the main research material. The necessity to combine the functions of
defence sufficiency and international security has challenged the Alliance to strengthen political
structures, introduce information and analytical monitoring of conflict situations in Europe, apply
predictive decision-making methods, extend the competence of activities beyond the Organization,
and provide information means for the perception of NATO's foreign policy doctrine. This has
determined NATO's task of responding to new security challenges through information programs,
policy initiatives, preventive diplomacy, strategic communications, and information operations.
NATO's information strategies are designed to provide access to the organization's sources, to use
communication tools via the Internet, to provide an opportunity to disseminate position papers, to
respond to public inquiries, to ensure media relations, and to ensure cybersecurity of the Alliance's
activities (Makarenko Ye. et al., 2023).

NATO has always paid great attention to communication strategies as part of its
international security policy. The North Atlantic Treaty Organization has an extensive system of
communication units such as the NATO Communication and Information Systems Services
Agency, the NATO Headquarters Information Systems Service, the NATO Information and Press
Service, the NATO Situation Room, the NATO Electronic Warfare Advisory Committee, the
NATO Subcommittee on Radio Frequency Management, and the NATO Communications and
Information Systems School. These services and structures carry out joint projects on the
implementation of the concept of information security, information support for political
consultations and negotiations during crises and in the post-conflict period, management of
information flows and databases in war zones, protection of computer networks and systems from
possible use of information weapons.

The processes of shaping the international security system and transforming NATO are
permanent, but it is the Russian influence factor and the Russian-Ukrainian war that have become
the determining factors of change over the past decade. The annexation of Crimea by the Russian
Federation in 2014, the undeclared war in the East of Ukraine, and the rise of hybrid threats like
disinformation and cyberattacks have forced NATO to also respond and adapt its communication
strategies to counter these new challenges. Since 2014, the Alliance has introduced the largest
collective defence reinforcement in a generation, with an increase in the number of high-readiness
military forces and additional troops deployed to Allied territories.

While NATO unequivocally condemned Russia's aggression against Ukraine, the Alliance's
initial reaction was relatively restrained. It primarily involved urging member states to aid Ukraine
on a bilateral basis, considering NATO allies' responsibility to avoid direct conflict with a nuclear
power (Dopovid Tsentru Razumkova, 2022). NATO and its Member states provide Ukraine with
substantial financial assistance, assistance in equipping the Armed Forces of Ukraine with the
necessary weapons, training and education of personnel, instructors, academic staff, and provide the
necessary humanitarian aid.

Even though the formation and the establishment of relations between Ukraine and NATO
began from the very beginning of Ukraine's independence in 1991, it was the aggressive and brutal
actions of the Russian Federation in 2014 that necessitated the search for more effective
mechanisms and guarantees of Ukraine's independence, sovereignty and territorial integrity. A key
stage was the support by the Verkhovna Rada in December 2014 of the draft law on Ukraine's
refusal of non-aligned status. Since then, cooperation has intensified significantly and taken on new
forms. Since the beginning of the conflict in Ukraine, NATQO's communications strategy has also
evolved significantly. There is an obvious intensification of interconnections within the Alliance
and increased cooperation and engagement between NATO and Ukraine, which is reflected in
communications through an emphasis on military support, exercises, and consultations. This was a
response to Russia's aggressive actions and a demonstration of international support for Ukraine.
NATO's communications strategy has become more severe regarding Russia. NATO strongly
condemned Russia's actions in Ukraine as a violation of international law. The Alliance's
communication efforts were aimed at highlighting Russia’'s criminal actions and emphasizing the

38



Axmyanvni npobaemu MidxcHapooHrux sionocur. Bunyck 158. 2024.

importance of international order and rules. (Joint press point with NATO Secretary General Jens
Stoltenberg and the Prime Minister of Romania, Nicolae Ciuca, 2022).

The increasing utilization of hybrid warfare methods represents a perilous trend. Such
threats are flexible, multi-actor, complex, and multi-subjective. At the same time, in combination
with the means of information warfare and cyberwarfare, large-scale spread of disinformation,
propaganda and fakes through global media, information and psychological operations, hybrid
warfare methods achieve a high level of efficiency in achieving the goals of aggression, avoiding
the large-scale use of conventional weapons (Kuchmii O., Frolova O, 2023). Hybrid wars are a new
form of global confrontation in the modern international security system. Hybrid wars have gained
particular significance since the beginning of Russia's open military aggression against Ukraine in
February 2022, although they have been actively waged since 2014. Not only traditional media, but
also social media have become a source of spreading Russian propaganda narratives,
disinformation, and fakes. NATO is actively utilizing online platforms, including social media, for
providing operational information and engaging with the public. This involves the use of
infographics, videos, and other visuals to present complex information in an accessible manner, as
well as podcasts, webinars, and other multimedia formats to reach diverse audiences.

In the media space of NATO member states, attention was focused on Russian propaganda
and disinformation, with the aim of warning and persuading the public to be cautious about
information coming from Russian sources. Since the beginning of the Russian-Ukrainian war, many
states have prohibited the broadcasting of the propaganda channel Russia Today on their territories.
NATO is also actively working with international partners and the media to counter disinformation
and propaganda. The Alliance urges that false stories be corrected or prevented from being
broadcast or published. NATO has specialized teams monitoring disinformation and propaganda
materials targeting the Alliance. The organization has mechanisms in place to promptly correct
inaccurate information and provide accurate data. NATO is establishing cooperation with the
media, providing journalists with reliable information and access to NATO experts to confirm facts.
An important element of communication is the organization of trainings, seminars, and webinars to
raise awareness of disinformation and how to detect and counter it.

Given that the party involved in the conflict, which predominantly implements the
disinformation campaign, holds the initiative, NATO needs to act proactively, swiftly, and
decisively to avert potentially devastating consequences. NATO has set up a website called "Setting
the record straight” to counter and combat Russian fakes and disinformation. The website is a one-
stop shop, a platform for documentaries, speeches, myth-busting videos, and photos, and is
published in multiple languages, including Russian. Naturally, such measures cannot completely
stop enemy destructive information influences, but they can identify propaganda and demonstrate it
to the public. And crucially, by doing in this way, NATO is demonstrating that its own narrative is
more accurate and truthful than that of its enemies. Countering disinformation can only be effective
if it is supported by constant proactive communication. NATO's narrative must be known as much
as the narratives of its adversary (Michael Riihle, Clare Roberts, 2021).

These elements of NATO's communications strategies help the Alliance to engage with the
public, media, and other stakeholders in the face of the challenges posed by information warfare.
And while the situation continues to develop, the basic principles and tools that NATO uses serve
as an important means of ensuring clarity and transparency in complex circumstances.

The Russian-Ukrainian war made NATO revise its communication strategies regarding
cybersecurity as a component of hybrid warfare. Apart from direct military threats and the threat of
using "hard power,” NATO has also identified cyberspace as an environment of information
warfare, and cybersecurity has become an important area of its strategy. NATO advanced centres
have been established in member states as multinational institutions to develop cybersecurity
doctrine, implement theoretical developments in the practice of countering cyber threats, improve
interstate cooperation and exchange of experience.

On May 16, 2023, the 15th anniversary of the NATO's Cooperative Cyber Defence Centre
of Excellence (CCDCOE), the Ukrainian flag was solemnly raised at the Centre’s headquarters in
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Tallinn, greeting Ukraine. For Ukraine, this is an opportunity to strengthen international
cooperation in the field of cybersecurity and cyberdefence, deepen the exchange of experience, and
participate in cyber defence exercises and training, as well as joint cybersecurity research. Ukraine's
accession to NATO's Cooperative Cyber Defence Centre of Excellence will help to enhance the
state's cyber resilience and effectively counteract aggression in cyberspace.

The strategic focus of NATO's activities is largely determined by the NATO Summits,
where the Heads of State and Government of NATO Member states can meet and take joint
coordinated decisions to address the current issues facing the Alliance. NATO summits are a highly
efficient communication mechanism at the level of heads of state and government, meetings at the
highest available level, where new policies are introduced, new significant initiatives are launched,
new members are invited, and partnerships are strengthened (Warsaw Summit Communiqué, 2016).

In 2015, NATO foreign ministers adopted an updated strategy to counter hybrid threats. In
July 2016, the NATO Summit reaffirmed NATO's defence mandate and recognized cyberspace as a
field of military operations in which NATO must defend itself as efficiently as it does in the air, at
sea and on land. NATO has signed a Technical Arrangement on Cyber Defence with EU, including
information sharing, personnel training, research, and exercises. According to NATO Secretary
General J. Stoltenberg, the transatlantic cooperation organization supported the decision to
strengthen cooperation between the EU and NATO, defined the dimensions of hybrid warfare and
its threats to European security and drew attention to the crisis in Ukraine and further relations with
Russia.

In 2017, NATO established the Joint Intelligence and Security Division, consisting of a
specialized unit responsible for systematic analysis and monitoring of hybrid threats. This can be
seen as a significant step forward in providing the Alliance's Allies with a comprehensive
understanding of the situation. Recognizing that hybrid threats can have both internal and external
aspects countries are increasingly focusing on sharing information about their internal
developments.

To continue its policy of countering hybrid threats, in 2018 NATO leaders agreed to form
Counter-Hybrid Support Teams to provide individualized, targeted assistance to Allies upon the
request in preparing for and responding to hybrid activities. National cybersecurity units can be
used to protect NATO member states during special operations. In 2019, NATO developed
recommendations to strengthen the ability to effectively respond to cyberattacks, develop
cooperation with the business environment in the development of cyber industry.

At the 2021 NATO Summit in Brussels, the Allies approved a Comprehensive Cyber
Defence Policy that supports NATO's three primary tasks and its overall deterrence and defence
posture. It reaffirmed the commitment to use the full range of capabilities to actively deter, defend
against, and always counter the full range of cyber threats, including by considering a collective
response. The response should be sustained and based on elements of NATO's full toolset,
including political, diplomatic, and military instruments. The Allies also recognized that the impact
of significant combined malicious cyber activity could, in certain circumstances, be considered an
armed attack that could lead the North Atlantic Council to invoke Article 5 of the North Atlantic
Treaty on a case-by-case basis (Brussels Summit, 2021).

The last NATO Summit was held in Vilnius on July 11-12, 2023. Support for Ukraine,
which has been deterring Russia's large-scale aggression for 1.5 years, was a central theme of all
discussions. NATO Allies agreed on a list of measures to bring Ukraine's membership in NATO
closer. During Russia's illegal, unjustified, and aggressive war against Ukraine, NATO member
states have strengthened the Alliance's deterrence and defence policy by adopting new regional
plans to counter the two main threats to NATO's security, Russia and terrorism. NATO member
states have pledged to spend at least 2% of their national gross domestic product on defence
annually. Furthermore, an Action Plan was adopted to promote defence production, encourage
investment, and increase production capacity. At the NATO Summit in 2023, Allies agreed on a
new concept to strengthen the contribution of cyber defence to NATO's overall deterrence and
defence posture. Additionally, they introduced the NATO Virtual Cyber Incident Support
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Capability to support national efforts to mitigate the consequences of criminal and dangerous cyber
activities. The concept aims to better integrate NATO's three levels of cyber defence - political,
military, and technical. Strengthening NATQO's cyber resilience is one of the pillars of regional and
international security. Ukraine was in the centre of attention of the summit participants, receiving
another confirmation that the country will be able to become a NATO member when the conditions
are completed. A long-term assistance program for Ukraine was approved, and the inaugural
meeting of the NATO-Ukraine Council was held [9].

A significant consequence of the Russian-Ukrainian war for the transformation processes in
NATO was its expansion and accession of new members. In April 2023, Finland became a new
NATO member state. Sweden also applied for NATO membership in 2022. Sweden's membership
is in the process of being approved, as all NATO member states have agreed on this decision,
except for Turkey and Hungary.

Conclusion. NATO's communication strategies in the context of war demonstrate the
alliance's adaptability and its ability to respond to dynamic changes in the geopolitical landscape.
NATO constantly optimized its communication approaches throughout the conflict. NATO's
communication strategies are quite restrained, measured, and cautious, aiming to avoid the
escalation of the conflict with a party that possesses weapons of mass destruction. NATO
emphasizes that it provides only non-lethal aid to Ukraine. Lethal weapons are supplied to Kyiv
only by the Member states of the Alliance, bilaterally or multilaterally.

Since the beginning of the conflict in Ukraine, NATO's communications strategy has
undergone significant changes. The intensification of interconnections within the Alliance and the
strengthening of cooperation and engagement between NATO and Ukraine are evident, reflected in
communications through an emphasis on military support, exercises, and consultations. Equally
important is information support for Ukraine, emphasizing its sovereignty and right to territorial
integrity. Communications reaffirm NATQO's position to reject aggressive actions and violations of
international law. The main strength of the alliance is its ability to act collectively and coordinate
communication among members. This has allowed NATO to act as a united front line, efficiently
responding to threats and challenges that arose during the conflict.

In general, NATO's communication strategies have proven effective in the conflict, but need
to be constantly adapted and modernized to face new information challenges. NATO should
continue to invest in its communications efforts, developing the latest technologies and techniques
to ensure that its messages are clear, transparent, and credible.

The Alliance is committed to a NATO-Ukraine partnership based on mutually beneficial
cooperation and mutual reinforcement, shared values, and coordination and cooperation with other
international alliances and organizations such as EU, UN, G7, OSCE and others.

The NATO Heads of State reaffirmed that Russia's war against Ukraine is a major challenge
to the norms and values that have guaranteed the security and well-being of the European
community. Russian aggression is a danger not only for Ukraine, but also for NATO Member
states. NATO Allies have officially declared their intention to counter Russian aggression and help
the government and people of Ukraine defend their independence and territorial integrity, since
such actions are an integral part of countering threats and shaping the system of regional and
international security
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Abstract. In this article, the implementation of the Paris Agreement by the European Union,
the current stage in the development of the climate policy of the European community in the fight
against global warming in accordance with the European Green Deal, which was based on the
strategy of achieving climate neutrality by 2030 by reducing greenhouse gas emissions by at least
55% to 2030 comparing with the level of 1990, are analyzed. The author researches some legal
aspects of the implementation of the "Fit for 55" package of sectoral initiatives to the EU
legislation, in particular the current phase of the EU Emission Trading Schemes (EU ETS), market
mechanisms of interstate trading of certificates on emissions. The author draws special attention to
the prospects of introducing EU’s Carbon Border Adjustment Mechanism (CBAM) with the aim of
determining a fair price for emissions during carbon-intensive production of goods that are
imported into the EU, as well as stimulating cleaner industrial production in non-EU countries, and
to related potential challenges and prospects for the development of climate diplomacy in order to
achieve agreed compromises between the participants of the Paris Agreement in combating with
global warming.

Key words: International Law, climate change, Paris Agreement, European Green Deal,
Emission Trading Schemes, CBAM

AHoTauis. V yiu cmammi ananizyemocs imnaiemenmayis Ilapusekoi yeoou €sponeiicokum
Coroszom, cyuacnuii eman po3eumky KIIMAMu4HOI NOMIMUKU €6PONEUCHLKO20 CNiBMosapucmed y
bopomwvbI 3 2100ATLHUM NOMENTIHHAM BION0BIOHO 00 €B8PONEUCHKOI 3¢e1eHol yeoou, 6 0CHO8Y AKOI
Oy10 noknadeHo cmpamezilo O00CACHeHHs KiimamuuHoi Hetimpanvhocmi 0o 2030 poky wiiaxom
CKOPOUYeHHs BUKUOI8 NAPHUKOBUX 2a3i6 woHalimenuie Ha 55% oo 2030 poky nopiensaHo 3 pigHem
1990 poky. Aemop posensoae Oesxi Npasosi acnekmu 3anpo8adN’CeHHs NAKemy 2any3esux
3axkonooasuux iniyiamus “Fit for 557 0o 3axomooascmea €C, 30xkpema nomounoi paszu
MidcHapoOoHoi cucmemu mopeieni sukudamu EU ETS, punkosi mexanizmu MiscoeprHcagHoi mopeaiéni
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cepmugpixamamu  Ha euxuou. OKpemy yeéazy 6 cmammi NPUOLIAEMbCA NEPCHeKMUBam
3anpoBaAONCeHHs MeXAaHI3My NPUKOPOOHHO20 KopuzysamHs eukudie eyeneyto CBAM 3 memoro
BUZHAYEHHS CNPABEONUBOI YIHU HA BUKUOU NIO 4aAC BUPOOHUYMEA B8Y2NeYe8OEMHUX MO8apie, 5K
imnopmyroms 0o €C, a makodc CMUMYTIO8AHHA YUCMIULO020 NPOMUCTIOB8020 BUPOOHUYMBA 6
Kpainax, wo He 6x00samo 00 €C, 30kpema noe 'sa3aHi NOMeHYiuHi GUKIUKY | NePCNEeKMUBU PO3BUMKY
KAIMAmMUuyHoi ouniomamii 3 Memor OOCACHEHHS Y3200M4CEHUX KOMNPOMICI8 MINC VUACHUKAMU
Tapuzvroi yeoou y 6opomu6i 3 2100a1bHUM NOMENTIHHIM.

KurouoBi cioBa: Midxxcnapoone npaso, knimamuuni sminu, Ilapuzvka yeooa, €sponeiicokuii
senenuil kype, Cxemu mopeieni keomamu na euxuou, CBAM.

Introduction. The impacts of climate change are increasingly frequent and severe, and
scientific warnings about the dangers of the current pathway have become stronger than ever (IEA
2023). Improving the legal mechanism for regulating of activities that have a negative impact on
climate change within the framework of international legal cooperation is urgent for the parties of
the Paris Agreement to achieve the global goal “to set the world on a clear path to keep 1.5°C
within reach, to protect those impacted by climate change and to leave no one behind” (Paris
Agreement, 2015). It was emphasized during COP28 that “the framework calls for regional and
international cooperation, including for the first time asking to also look at the need to look at the
transboundary nature of climate impacts” (COP28). The European Green Deal is the ambitious
flagship policy towards a more sustainable future and can be considered like a major step forward in
global climate change efforts and represents a significant and ambitious attempt to inspire other key
actors to step up (Blaschke&Johns, 2021). Crucial role of finance has to play in delivering ambition
due to such system like the European Emission Trading Schemes (EU ETS) for greenhouse gas
emissions allowance trading and the EU’s Carbon Border Adjustment Mechanism (CBAM) to put a
fair market price on the carbon emitted during the production of carbon intensive goods importing
to the European Union.

The purpose of research is to analyze the current climate policy of the European Union,
some legal aspects, prospects and challenges of the implementation of the European Green Deal to
align with the Paris Agreement, the legislative package of sectoral initiatives "Fit for 55", in
particular the current phase of the European Emission Trading Schemes (EU ETS) and EU’s
Carbon Border Adjustment Mechanism (CBAM).

Recent literature review. The author draws on data from international organizations and
research institutions that have conducted comprehensive global or regional studies of the prospects
and challenges of implementing the European Green Deal in accordance with the Paris Agreement,
the implementation of the “Fit for 55” package, in particular the reformed current phase of the
European Emission Trading Schemes (EU ETS), and the legal prospects for the introduction of
Carbon Border Adjustment Mechanism (CBAM). Among researchers who began to highlight this
problem should be named Aleksandar Zaklan, Jakob Wachsmuth, Vicki Duscha, Sebastian
Oberthiir, Claire Dupont, Constantin Blaschke, Dietrich John and Julia.

Main research results. In order to prevent the danger of anthropogenic influence on the
climate and stabilize the level of greenhouse gas concentrations, the UN Framework Convention on
Climate Change was claimed in 1992, later the Kyoto Protocol was adopted in 1997, and in 2016 it
was replaced by the Paris Agreement, in accordance with Article 2 of which the parties agreed to
"keep global temperature increases below 2°C above pre-industrial levels and continue efforts to
limit temperature increases to 1.5°C above pre-industrial levels" (Paris Agreement, 2015). The Paris
Agreement became the basis for the possibility of providing support to countries that need
additional financial and technical assistance to achieve global climate goals. The experience of
countries' cooperation within the framework of the Kyoto Protocol was taken into account, and in
accordance with the Paris Agreement, interstate trade in quotas was prohibited. At the same time,
the Paris Agreement does not prescribe strict control mechanisms for the observance and fulfillment
of contractual obligations, only a commission of international experts is given the right to check the
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information provided by countries regarding their achievements in reducing greenhouse gas
emissions.

The current stage in the development of the EU's climate policy in accordance with the Paris
Agreement is the implementation of the European Green Agreement (Communication...), which
laid out the EU's strategy for combating climate change and achieving climate neutrality with an
initial set of goals by 2030.

The European Commission has adopted a series of proposals to make the EU's climate,
energy, transport and tax policies appropriative for decreasing of greenhouse gas emissions by at
least 55% by 2030 compared to level of 1990, as outlined in the European Green Deal
(Communication...), and established in the European Climate Law (Regulation...).

As part of the European Green Deal and the European Climate Law, the EU has set the goal
for achieving climate neutrality by 2050. It requires that the current levels of greenhouse gas
emissions will be decreased significantly over the next decades. The EU's interim target for
reducing emissions by 2030 was updated from 40% to at least 55% (EU Parliament). For this
purpose, on July 14, 2021, the "Fit for 55" package was adopted, which by its nature is a package of
sectoral legislative proposals and amendments to the current EU legislation on the reduction of net
greenhouse gas emissions in order to provide a balanced basis for achieving the EU's interim
climate goals by 2030 (Communication ...). The "Fit for 55" package includes legal acts in such
important areas as the Emissions Trading System (EU ETS), regulation of the allocation of efforts
to reduce emissions, land use and forestry (LULUCF), alternative fuel infrastructure, the Carbon
Border Adjustment Mechanism (CBAM), social climate fund, green aviation fuel (RefuelEU) and
greener shipping fuel (FuelEU Maritime), reducing methane emissions, CO, emission standards for
cars and vans, energy taxation, renewable energy sources (RES), energy efficiency and energy
efficiency of buildings (Communication ...) .

The European Emissions Trading System (EU ETS) was created in 2005 and significantly
reformed in the period 2013-2020 during its third phase (European Commission). EU ETS means
the system for greenhouse gas emissions allowance trading within the Union in respect of activities
listed in Annex | to Directive 2003/87/EC other than aviation activities (European Parliament and
the Council, 2003). International Energy Agency indicates that “the experience from the EU ETS
shows that interactions between benchmark design and pass-through of carbon (opportunity) costs
need careful consideration and need to be followed over time as carbon prices varies” (IEA 2020).

The previous system of national limits was replaced by a single emission limit for the whole
of the European Union, and an auction of allocation of allowances was introduced with new rules
for allocation of allowances, which were still provided free of charge, were agreed, including 300
million reserve allowances for new entrants, to finance innovative renewable energy technologies,
carbon capture and storage, also more sectors and gases were included. The EU ETS system
operates in 28 EU member states, as well as in other countries like Iceland, Liechtenstein and
Norway. Within the framework of the system, companies can buy and sell emission allowances, as
well to use a limited number of international credits generated by emission reduction projects
(Costantino, 2022).

According to International Energy Agency “an emissions trading system is generally
embedded within higher-level greenhouse gas mitigation objectives, including those expressed
within each country’s nationally determined contribution (NDC) to the Paris Agreement on climate
change and longterm mitigation strategies” (IEA 2020). There is an expert opinion that “ETS is not
the only policy in Europe affecting GHG emissions, at the European level it forms a policy triad
together with renewable energy and energy efficiency targets, while further policy initiatives occur
at the national and even local level” (Zaklan, Wachsmuth &Duscha, 2021).

The package "Fit for 55" contains the Commission's proposal to amend Directive 2003/87/EC
on the revision of ETS (2021-2030), including robust rules to eliminate the risk of carbon leakage,
an annual reduction of the total emission quotas by 2.2% starting from 2021, the system of free
allocation of quotas will be extended for another 10 years, as well as mechanisms for providing
financial assistance to energy-intensive industrial sectors and the energy sector for the transition to a
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low-carbon economy, the established modernization fund will support investments to promote a just
transition in carbon-dependent regions in 10 low-income Member States (European
Commission...).

Such companies as energy suppliers, oil refineries and coal suppliers are eligible to participate
in the Emissions Trading System, where they are able to buy and sell national emission certificates.
There are two types of certificates at the EU markets: green certificates and emission certificates.

A green certificate can be considered the opposite to an emission certificate, while emission
certificates such as EUA - EU Allowances impose costs on non-renewable production and set a
maximum level of total emissions. Green certificates create additional income for renewable
production and guarantee a minimum level of renewable production. The price of green certificates
depends on deficit at the market. The price is higher when the green certificate scheme is driven by
rigid governmental policy objectives. Certificates cannot be transferred between European markets,
unlike emissions certificates, so the overall market size is small. Markets of green certificates have
fallen out of favor last years, and only a few European countries have still operated this mechanism,
including Belgium, Sweden, Norway and Poland. Most of the markets have been organized at the
national level, with the exception of Norway and Sweden, where there is a common market for
environmental certificates called EICert (Law on Elsertifikater, 2011). Most of trading is done due
to such brokers as STX, Cleanworld, Evolution Markets and ACT or at the Green Power Hub
platform. The price for Carbon Tax Rates inside of the EU is described below.
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Fig.1. Carbon Tax Rates (Source: Tax Foundation, 2023)

Emission certificates fix the volume of emissions for which the financial responsibility is
taken by supporting climate protection projects. One certificate corresponds to one ton of
greenhouse gases. The amount of greenhouse gas emissions that are reduced or avoided by a
climate project is calculated for the production of electricity from renewable energy sources by the
amount of greenhouse gas emissions that are reduced or avoided as a result of the implementation
of the climate project. The base scenario describes the volume of greenhouse gas emissions that
would have been generated without the implementation of the climate project, the difference
between baseline emissions and expected project emissions provides the expected reduction in
emissions. Responsibility for CO, emissions from the production of products and services that
cannot be further reduced can be assumed by purchasing emission certificates. Such repayment
reliably confirms that the owner of the certificates has contributed to climate protection. The price
of emission certificates at EU market during 2020-2023 is represented below.
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The price of emissions allowances in the EU

Cost per tonne of carbon dioxide produced (€)

EMB=R

Fig.2. The price of emission certificates in the period of 2020-2023
(Source: Montel, 2024)

For determining a fair price for emissions in the processes of the production of carbon
intensive goods imported to the EU and stimulating cleaner industrial production in non-EU
countries the EU Carbon Emissions Border Regulation Mechanism (CBAM) was introduced in the
Regulation (EU) 2023/956, according to which “the EU ETS and the CBAM share a common
objective of pricing greenhouse gas emissions embedded in the same sectors and goods through the
use of specific allowances or certificates” (Regulation...). The step-by-step implementation of
CBAM is consistent with the end of the free allocation of allowances under the EU Emissions
Trading System (ETS) to support the decarbonization of EU industry.

At the transitional stage from October 1, 2023, CBAM has be applied to imports of iron, steel,
aluminum, fertilizers, electricity and hydrogen, while oil and gas are not on the list. The purpose of
the transition period is to collect information on embedded emissions to improve the methodology
for the next period. The Regulation establishing a carbon border adjustment mechanism should
apply to goods imported into the customs territory of the Union from third countries, except where
their production has already been subject to the EU ETS through its application to third countries or
territories or to a carbon pricing system that is fully linked with the EU ETS (Regulation (EU)
2023/956). The proposed rules require importers of goods to pay for CBAM certificates equivalent
to the GHG emissions embedded within them, a discount is proposed for emissions covered by the
GHG pricing mechanism in the country of origin (Report...2022). After January 1, 2026, importers
will have to annually declare the number of goods imported into the EU in the previous year and
their greenhouse gas emissions to receive an appropriate number of certificates to CBAM, the price
of the certificates will be calculated depending on the weekly average auction price of EU ETS
allowances expressed in Euro for tone of CO, emitted (European Commission, 2023). The phasing-
out of free allocation under the EU ETS will take place in parallel with the phasing-in of CBAM in
the period 2026-2034 ( European Commission, 2023).

Communication from the Commission on the 12 of May, 2021 entitled Pathway to a Healthy
Planet for All, EU Action Plan: 'Towards Zero Pollution for Air, Water and Soil' announced the
promotion of appropriate tools and incentives to better implemention of the principle “polluter
pays” and in such way to finalize the gradual abandonment of "free pollution”, the corresponding
principle is laid down in Article 191(2) of the Treaty on the Functioning of the European Union.
(Communication...2021). The gradual termination of free allocation within the framework of the
EU ETS is planned in parallel with the gradual implementation of CBAM during the period of
2026-2034 (Communication...2021). From this year the EU has expanded the scope of the
European Emissions Trading System (EU ETS) by including the maritime sector (Safety4Sea,
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2024). The EU ETS for maritime transport applies to all maritime transport with at least one call
within the EU, covering 100% of emissions for transport between two EU ports and 50% for
transport between EU ports and non-EU ports (Directive 2023/959). It provides for a three-year
phase-in period, increasing emissions from 40% in 2024 to 70% in 2025 and 100% in 2026, it
applies to cargo and passenger ships with a gross capacity of more than 5,000 registered tons from
2024 and to seagoing vessels with a gross capacity of more than 5,000 registered tons from 2027
(Directive 2023/959).

Member States’ auctioning revenues will increase as a result of the inclusion of maritime
transport in the EU ETS (Directive 2023/959). It was specified that “Member States are encouraged
to increase the use of EU ETS revenues pursuant to Article 10 (3) of Directive 2003/87/EC to
contribute to the protection, restoration and better management of marine-based ecosystems, in
particular marine protected areas” (European Parliament and the Council).

To stimulate cost-effective emission reductions in buildings, road transport and additional
sectors, the new emissions trading system ETS 2 has been introduced for fuels combusted in these
sectors and revenues from such auctioning of emission allowances will supply the new Social
Climate Fund to address for climate and social actions in the EU with total ambition to mobilize
together with the Member States' contributions 86.7 billion of Euro in the period from 2026 to
2032 (European Commission...). ETS 2 will be operated from 2027, the monitoring and reporting
of emissions will be started in 2025 (European Commission...).

After the election of Joe Biden, the USA returned to the Paris Agreement. The Inflation
Reduction Act of 2022 puts the USA on track to meet its 2030 Nationally Determined Contributions
under the Paris Agreement with an estimated $369 billion in climate investments over the next ten
years (Public Law No. 117-169 (08/16/2022)). Providing such state subsidies to American
companies violates WTO rules and makes this option infeasible for the EU (Sarah Jackson, Mary
Helimich, 2022). Trade disputes over schemes to subsidize the decarbonisation of industry and
transport will take place. The US does not apply CBAM.

China started the implementation phase of the national ETS in 2017 for limitation and
reduction of CO, emissions in a cost-effective manner, that could become a major climate policy
tool to help China realize its Nationally Determined Contribution to the Paris Agreement on climate
change and its long-term low-carbon strategy, but the national ETS has covered only coal- and gas-
fired power plants (IEA 2020). China has not applied CBAM.

Combating with climate change has become an issue of geopolitics. The relevant legal-
institutional framework puts particular demands on EU coordination for coherence and unity in EU
external climate policy (Oberthiir & Dupont, 2021).

Conclusions. In the framework of the European Green Deal, the European Union announced
the goal of achieving climate neutrality by 2050. In order to achieve global climate goals, the
European Community reformed its emissions trading system (EU ETS) and established the general
limitation of emissions for whole EU, as well as the introduction of an auction of allocation of
quotas with new rules. Companies registered in the ETS obtain the right to buy and sell emission
certificates, in such way the EU has introduced financial responsibility for production emissions
that cannot be further reduced. There are emission certificates and green certificates in circulation
on the EU markets. Green certificates have been losing popularity in recent years because their
circulation is possible only within the boundaries of each individual EU country and, accordingly,
their prices are determined by national markets. Green certificates have been currently in circulation
only in the markets of Belgium, Sweden, Norway and Poland. Interstate trade in EU markets is only
permitted by emission certificates. At the same time, it is obvious that the introduced additional
financial responsibility of EU member economies should be shared with other partners. To
implement the EU's intermediate goal of reducing emissions by 55% by 2030 through the
implementation of the package of sectoral legislative proposals "Fit for 55", among which the new
CBAM system was proposed, which, according to the legislators, should become a tool to reduce
carbon leakage for importers who relocate production to countries with less strict climate policies
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In fact, from 2026, the CBAM should act as an incentive for the EU's global trading partners
to decarbonize their high-emission sectors, as well as a fair equalization of EU market requirements
for both European producers physically located in and outside of Europe. CBAM will clearly affect
the competitiveness of importers on EU markets. The governments of the countries of origin of
imported goods to the EU markets will be forced to find an appropriate balance between national
ambitions to achieve zero emissions and trade relations, appropriate strategies and procedures will
have to be worked out, adapted and agreed upon. Inevitable dissatisfaction of countries exporting
carbon-intensive goods to the EU, there is a possibility to appeal the CBAM as a discriminatory
trade barrier in the World Trade Organization. The synchronization of the EU and US markets is in
question, since CBAM is not applied in the American legislation, at the same time subsidy schemes
for the greening of industry are foreseen and consultations are currently ongoing regarding the
provision of legislative opportunities for European countries to participate in subsidy schemes. At
the same time, the EU considers CBAM exclusively as an environmental measure and it is doubtful
whether the political will could appear to offer exemption from additional taxation or offer other
concessions to third countries.

Climate policy has become part of global strategizing. The prospect of achieving global
climate goals and the effectiveness of the fight against global warming depend on rationally
developed and agreed solutions by the international community. Alone, Europe is not able to
combat global warming.
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«The russian federation brings death and destruction»
Permanent Representative of Ukraine to the United Nations Sergiy Kyslytsya

Abstract. The article examines national and international law in the context of interpreting
the concept of terrorist state. Eleven criteria of the 1987 Geneva Declaration on Terrorism, which
explain such a phenomenon as terrorist state, were analyzed. It was proved that the actions of
modern Russia toward Ukraine fully correspond to all eleven criteria of the 1987 Geneva
Declaration on Terrorism.

It was demonstrated that Moscow’s bombing of civilian targets in Syria, Chechnya shows
that russia’s way of war and bombing of civilian targets was meant to inflict terror on the general
population and beat it into submission. The same way of war “Putin’s regime” tries to apply to
Ukraine. It was refuted the thesis of Permanent Representative of Ukraine to the United Nations
Sergiy Kyslytsya which he expressed on January 2, 2024 during the interview to the American
television and radio organization Voice of America that the russian way of war in Ukraine is
complete terrorism that brings death and destruction.

Key words: diplomacy, international law, peace, the United Nations (UN), russian-
Ukrainian war, terrorist state, terrorism, terror, terrorist activity, war.

AHoTauifA. ¥V cmammi Oocniodxceno HayionanbHe ma MIdXCHAPOOHe NPABO 8 KOHMEKCMI
MayMadyeHus noHamms  «oepcasa-mepopucmy. Ilpoananizoeano o0ounaoyamv Kpumepiie
Kenescvkoi oexnapayii npo mepopuzm 1987 poxy, aKi noscHoloms make AsuUe K 0epHCaAGHUL
mepopuzm. [loeederno, wo O0ii cyuacHoi pocii nosHicmio 6i0nogidarme ycim 00UHAOYAMU
Kkpumepisam Kenescokoi Oexnapayii npo mepopusm 1987 poxy.

IIpooemoncmposano, wo bombapoysanus Mockeorw yuginonux 06 ’ekmis y Cupii ma Yeuni
c8i0UUmMb Npo me, WO POCIUCbKUll CnOCiO 8e0eHHs GiliHU ma 60MOApPOyY8aHHs YUBLILHUX 00 €KMI8
MaA8 Ha Memi 3aNIAKAMuU HacellenHs ma niokopumu tio2o «pexcumyy. Taxuii camutl cnocio GiuHu HUHI
«pexcum ITlyminay nmamacacmocsa 3acmocysamu 00 Ykpainu. Cnpocmosano me3sy Ilocmiiinozo
npeocmasnuka Yxpainu npu OOH Cepeis Kucnuyi, axi 6in eucnosus 2 ciuns 2024 poky 6 inmeps 1o
amepuxkaucoKiu menepadioopeanizayii «l onoc Amepuxkuy npo me, wo pociucvKuil cnocio eeoenHs
8illHU 8 YKpaini — ye cyyinoHuil mepopusm, AKUll Hece CMepmy i PYUHYBAHHL.
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KuarouoBi cioBa: giiina, depoicagruti mepopuszm, OUNIOMAMIL, MUp, MidCHaApoOHe Npaso,
Opeanizayia 006’eonanux Hayiu (OOH), pociiicoko-ykpaincbka 6ilina, mepopusm, mepop,
mepopucmuyna Ois/IbHICMb.

Introduction. The study begins with the words of the Ukrainian career diplomat who serves
as Ambassador Extraordinary and Plenipotentiary of Ukraine and Permanent Representative of
Ukraine to the United Nations, Sergiy Kyslytsya: “The russian federation brings death and
destruction”. The ambassador expressed this phrase on January 2, 2024 during the interview to the
American television and radio organization Voice of America summarizing the results of 2023,
humanitarian aid, the displacement of russia from the governing bodies and structures of the
UN (Solomko, 2024).

As a sovereign and independent state, during the 23 years of its own statehood, Ukraine
consistently adhered to the policy of peaceful coexistence, devotion to the principles and norms of
international law. The confirmation of this phrase is the signing on December 5, 1994 of The
Budapest Memorandum on Security Assurances in connection with Ukraine’s accession to the
Treaty on the Non-Proliferation of Nuclear Weapons (The Memorandum, 2024). Thus, Ukraine
voluntarily refused the world’s third largest arsenal of nuclear weapons, significantly reduced its
defense budget and army spending every year, demonstrating its commitment to democracy and the
freedom of state formation.

In 2014, Ukraine was attacked by the russian federation, which is one of the largest nuclear
powers in the world. The armed aggression was well planned and began on February 20, 2014 with
the military operation of the Armed Forces of the russian federation to seize the Crimean Peninsula.
This date is not denied even by the Ministry of Defense of the russian federation, as it is indicated
on the departmental medal “For the return of Crimea”. Thus, from February 2014 to February 2022,
russia’s hybrid war against Ukraine lasted, which was accompanied by propaganda, trade and
economic pressure, an energy blockade, terror and intimidation of Ukrainian citizens, cyber-attacks,
a strong denial of the very fact of war against Ukraine despite large scope of irrefutable evidence,
use of pro-russian forces and satellite states in its own interests, blaming the other side for its own
crimes (Ministerstvo, 2017).

On February 24, 2022, russia’s hybrid war against Ukraine entered the stage of an open
armed invasion by the russian army into Ukraine. The armed invasion of russian soldiers into the
territory of Ukraine was accompanied by mass murders of the civilian population, shelling of
kindergartens, hospitals, residential areas, the use of cruise missiles against the civilian population,
the shooting of school buses, the blocking of expressways, sexual violence, the destruction of cities,
civil infrastructure, cultural objects heritage, health care facilities, open looting, kidnapping and
forced resettlement of Ukrainian children, nuclear terrorism, attacks on critical energy infrastructure
of Ukraine, forcing citizens to participate in military operations against their own state, blockade of
Ukrainian ports and theft of Ukrainian grain, etc. (Armiia, 2023). Moreover, through the mouth of
president V. Putin, the terrorist state makes illegal demands, in particular: to change the internal and
foreign policy of Ukraine; to refuse the right to self-defense, to implement the national idea of
building an independent, democratic state; to recognize russian supremacy and the correctness of
russian illegal actions — the occupation of Ukrainian territories, the destruction of the population,
the destruction of settlements, the destruction of international law in its understanding and
perception recognized by the entire civilized world (Krupenya, 2023).

All these facts listed above only further confirm the words of Ukrainian diplomat Sergiy
Kyslytsya, which he voiced on January 2, 2024, that the russian federation brings death and
destruction. At the same time, when assessing any criminal crime/fact committed by a natural or
legal person, or a public servant or the state as a whole due to the orders of the highest military-
political leadership, we must be guided first of all by international law, and then by the statements
of experts!

The purpose of research is to investigate international law in the context of interpreting the
concept of terrorist state; policy of the russian federation towards Ukraine and to confirm the words
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of the Permanent Representative of Ukraine to the United Nations S. Kyslytsya that russia’s war
against Ukraine is pure terrorism that brings death and destruction.

Recent literature review. The article is based on current international documents that
define the criteria of “terrorist state”. The Law of Ukraine “On Fight against Terrorism” was also
analyzed in the context of the national interpretation of the concept of “terrorist state”. The
scientific interpretation of “terrorist state” is considered separately.

Among domestic researchers a team of authors under the leadership of editor-in-chief V.
Smoliy first began to highlight this problem and prepared a specialist scientific research (Smoliy, V.
Political terror and terrorism in Ukraine nineteenth and twentieth centuries. Historical essays, 2002)
based on new archival materials that shed light on the problem of terror and terrorism in Ukraine,
and their modern understanding. The study consists of 13 essays on terror and terrorism in a
theoretical dimension, on terrorism at the beginning of the 20th century, on terror of the Soviet era,
terror and terrorism during the Second World War and the post-war period, on the suppression of
dissent in the era of “stagnation”, on the problems of combating terrorism at the current stage.

A senior fellow in The Washington Institute’s Diane and Guilford Glazer Foundation
Program on Great Power Competition and the Middle East, Anna Borshchevskaya exploring Putin’s
overall approach to the Middle East and the russian way of war in Syria (Borshchevskaya, A. The
russian way of war in Syria: threat perception and approaches to counterterrorism, 2020).

The famous Ukrainian diplomat VVolodymyr Ohryzko in his article (Ohryzko, V. Reflections
on ruscism, 2022) highlighted the characteristics of the ideology and practice of ruscism,
emphasizing that the concept of “ruscism” should be recorded in international legal documents as a
modern the russian equivalent of fascism, and the world community should organize an anti-
ruscism front as a broad anti-Putin coalition. And accordingly, the creators of the ideology of
ruscism and its executors should appear before the Special International Tribunal and be punished
for their crimes committed against Ukraine.

Iryna Krupenya analyzed in her research current international documents that define the
criteria of terrorist state and in her scientific investigation demonstrated that the political decisions
taken by the president of russia V. Putin in relation to Ukraine fall under the criteria of the Geneva
Declaration on Terrorism (Krupenya, 1., 2023).

The content of terrorist state as a social phenomenon and its danger for the modern world
was highlighted in the research of professor Kudinov S. (Kudinov, S., 2022). Tkach V. investigated
the essence of political terrorism as a type of modern terrorism (Tkach, V., 2012). Actual issues of
counter-terrorism in modern conditions in Ukraine were analyzed by such scientists as
Cherednichenko O. U., Cherednychenko A. O. (Cherednichenko, O., 2017) etc.

Putin’s war against Ukraine is under constant monitoring by foreign television and radio
corporation BBC, CNN, Voice of America, Al Jazeera, Euronews, Deutsche Welle; domestic daily
all-Ukrainian newspaper “Day”, the English-language newspaper “The Ukrainian Weekly”;
American newspapers “The Wall Street Journal”, “The New York Times”, “USA Today”, “The
Washington Post”, “The Independent”, etc; European newspapers “POLITICO”, “EUobserver”,
“The Baltic Times”, “The European Times News”, “Brussels Morning”, “The Brussels Times”,
“Stiddeutsche Zeitung”, “Die Zeit”, “Die Welt”, “Le Figaro”, “Le Monde Diplomatique”, etc.;
Ukrainian news agency «RBC Ukraine», Television news service « TCN», an online publication
«Radio Svoboday, databases of Human Rights Watch etc.

Main research results. The problem of terrorism is becoming one of the most relevant
today. The events in Ukraine drew the attention of all countries of the world to this phenomenon.
On December 11, 2023, the President of Ukraine spoke at the US National Defense University as
part of a working visit to the United States of America. The main message of the appeal is “freedom
must always prevail when challenged”! Volodymyr Zelenskyi emphasized that since 1989, the
“enemies of freedom” invested in terror, provoked crises, incited hatred and fueled local conflicts,
resurrected the nuclear threat, etc. The year 2022 was the time when one of the freedom’s enemies
tried to strike the entire world order that was being established after the fall of the Berlin Wall with
its full-scale, criminal and unprovoked war in Ukraine. Russia’s war against Ukraine is not just an
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attempt by a revanchist dictatorship to take revenge for real or imagined insults; this is not just an
attempt by Moscow to divide Europe again, but it is a deliberate attack by V. Putin on the historical
turning point that happened in 1989. The russian federation is fighting in Ukraine not only against
the Ukrainian people, but actually against the whole of free and united Europe. Russia destroys
normal life in Ukrainian cities, systematically carrying out massive attacks on the civilian and
critical infrastructure of Ukraine, its population. The propaganda of the russian federation sows
despair in democratic countries and tries to prove that dictatorships with certain elements of the
market economy will allegedly win the global confrontation. V. Putin has partners such as Hamas,
Iran, North Korea — they are all united by intolerance of freedom and terror (Ofitsiine, 2023).

In the context of the term “terror”, on March 11, 2023, the President of Ukraine once again
publicly stated that russia has become synonymous with terror and will be an example of defeat and
just punishment for this terror. This was said after another series of brutal terrorist attacks by the
“evil state” on Ukrainian cities and villages in the Kherson, Zaporizhzhya, Donetsk, Luhansk,
Kharkiv, Sumy, Dnipropetrovsk regions, etc (Ofitsiine, 2023).

Today, there are many scientific definitions of terrorism, none of which has gained a
dominant meaning in science. At the same time, the Ukrainian legislator in the Law of Ukraine “On
Fight against Terrorism” provides a legislative interpretation of the concept of “terrorism”. Thus,
Article 1 of the law states that “terrorism is a socially dangerous activity that consists in the
deliberate, purposeful use of violence by taking hostages, arson, murder, torture, intimidation of the
population and authorities, or committing other attacks on the life or health of innocent people or
threatening to commit criminal acts in order to achieve criminal goals”. Separately, the legislator
defines “terrorist state” in the same law. A “terrorist state” is a state that openly, using its own
armed forces, other armed formations, or covertly, using armed formations acting on behalf and (or)
in the interests of such a state, commits acts of terrorism, acts of international terrorism (Pro
borotbu, 2003).

In the first half of 2014, the terrorist state russian federation committed acts of terror against
Ukraine, which fall under the legal definition of a “terrorist state”, in particular: open invasion of
Crimea and its annexation; “hidden” hybrid war in Donetsk and Luhansk regions; preparation for a
terrorist campaign in regions with a predominantly Russian-speaking population outside the
Donbass. And since February 24, 2022, Putin’s hybrid war has turned from a hidden state into an
open, full-scale invasion into Ukraine (Kuzio, 2018).

The criteria of a terrorist state were also defined by international law 37 years ago in the
1987 Geneva Declaration on Terrorism (UN General, 1987). The declaration includes 11 criteria,
and the actions of modern Russia fully correspond to each of them: police state practices against its
own people to dominate through fear by surveillance, disruption of group meetings, control of the
news media, beatings, torture, false and mass arrests, false charges and rumors, show trials, killings,
summary executions and capital punishment (e.g., kidnapping and killing of Crimean Tatar activists
in Russian-occupied Crimea, the arrest of opposition politician Alexei Navalny, the assassination of
Boris Nemtsov as one of the main leaders of the Russian opposition to the Putin regime, which was
committed on February 27, 2015 on the Great Moskvoretsky Bridge in Moscow, the murder of
Alexander Litvinenko by the Russian special services, repression by the Russian authorities against
their own citizens who publicly spoke out against the war in Ukraine); the introduction or
transportation of nuclear weapons by a state into or through the territory or territorial waters of
other states or into international waters (e.g., Russia has deployed 39 nuclear weapons carriers on
the territory of occupied Crimea); military exercise manoeuvres or war games conducted by one
state in the vicinity of another state for the purpose of threatening the political independence or
territorial integrity of that other state (e.g., large military exercises in early February 2022 in the
southern military district of the Russian Federation and in Belarus near the borders of Ukraine); the
armed attack by the military forces of a state on targets that put at risk the civilian population
residing in another state (e.g., the bombings of Mariupol, Irpin, Bucha and other cities of Ukraine);
the creation and support of armed mercenary forces by a state for the purpose of subverting the
sovereignty of another state (e.g., Wagner private military army funding by Russia); assassinations,
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assassination attempts, and plots directed by a state towards the officials of other states, or national
liberation movements, whether carried out by military strike, special forces units or covert
operations by “intelligence forces” or their third party agents (e.g., since the beginning of the large-
scale war, Russian special services have attempted to assassinate the President of Ukraine
Volodymyr Zelenskyy 12 times); covert operations by the “intelligence” or other forces of a state
which are intended to destabilize or subvert another state, national liberation movements, or the
international peace movement (e.g., the Russian dictator announced the start of a “special military
operation” against the “Kyiv regime” rather than a war against Ukraine); disinformation campaigns
by a state, whether intended to destabilize another state or to build public support for economic,
political or military force or intimidation directed against another state (e.g., propaganda of such
Russian propagandists as Olga Skabeyeva, Yevgeny Popov, Vladimir Solovyov, Margarita
Simonyan, etc.); arms sales which support the continuation of regional wars and retard the search
for political solutions to international disputes (e.g., since 2014, Russia has openly supported the
armed formations of the terrorist organizations “DPR” and “LPR”. However, the weapons were
most likely not sold, but supplied free of charge to their own security forces and mercenaries who
fought under the guise of separatists against Ukraine); the abrogation of civil rights, civil liberties,
constitutional protections and the rule of law under the pretext of alleged counter-terrorism (e.g., in
Russia, all opposition media have already been closed, Facebook has been blocked); and the
development, testing and deployment of nuclear and space-weapons systems that in all
circumstances increase the probability of genocide and ecocide, while condemning the poor to
continued misery and all humanity to a state of perennial fear (e.g., Kh-95 long-range hypersonic
aviation missile is being developed for the aerospace forces) (Krupenya, 1., 2023).

Anna Borshchevskaya, a senior fellow in The Washington Institute’s Diane and Guilford
Glazer Foundation Program on Great Power Competition and the Middle East, in 2021 wrote the
book “Putin’s War in Syria: Russian Foreign Policy and the Price of America’s Absence”. In
Chapter two of her book “The Russian way of war in Syria: Threat Perception and Approaches to
Counterterrorism” was highlighted that terrorism historically played an important role in Russia.
Russia’s counterterrorism typically focused on brutal repression and murder. This is how imperial,
and later Stalinist, Russia sought to subdue the Caucasus — an approach that created more problems
than it solved, as it only hardened resistance to the Russian state.

Moscow’s and Assad’s bombing of civilian targets like hospitals was meant to inflict terror
on the general population and beat it into submission. The bombing of Aleppo in particular bore
striking resemblance to Moscow’s scorched earth tactics in Chechnya, where, for example, Moscow
essentially razed the republic’s capital, Grozny, to the ground in the December 1999—-January 2000
siege. While no one disputed Moscow’s legitimate right to fight terrorists, its methods, according to
many observers at the time, fell into the category of war crimes, and world leaders expressed shock
at the violence (Borshchevskaya, A., 2020).

The massive missile attack on Ukraine on December 29, 2023 once again demonstrated the
“character of Putin’s regime” and terror on broad sections of the Ukrainian population in such cities
as Kyiv, Kharkiv, Dnipro, Odesa, Zaporizhzhia, Konotop, Smila and Lviv (Espreso, 2024).

On December 29, 2023, was issued Statement from President Joe Biden on Russia’s Aerial
Assault on Ukraine. In this document was stated that russia launched its largest aerial assault on
Ukraine since this war began. This massive bombardment used drones and missiles, including
missiles with hypersonic capability, to strike cities and civilian infrastructure all across Ukraine. It
is a stark reminder to the world that, after nearly two years of this devastating war, Putin’s objective
remains unchanged. He seeks to obliterate Ukraine and subjugate its people. He must be stopped
(U.S. Embassy, 2023).

On 23 January 2024 civilians killed in another missile strikes on Kyiv and Kharkiv.
Residential buildings were hit in the north-eastern city of Kharkiv, leaving five people killed and
another 42 injured. In Kyiv, the air raid went on for more than two and a half hours, the longest
since 2 January 2024. These facts clearly demonstrates that Russia’s war against Ukraine is pure
terrorism (BBC, 2024).
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Conclusions. The example of Putin’s Syria intervention shows that Russia’s way of war and
bombing of civilian targets was meant to inflict terror on the general population and beat it into
submission. The same way of war Putin’s regime tries to apply to Ukraine take in consideration the
destruction of Mariupol, Irpin, Bucha etc., nuclear blackmail, information warfare, the destroy the
energy system of Ukraine, terrorist attack at the Kakhovskaya HPP, destroy the ecosystem, pollute
the soil and water space, constant rocket attacks on Ukrainian villages and cities, humanitarian
danger etc. Thus, the russian federation spreads terror on the territory of Ukraine by committing
war crimes (murder, torture, enslavement or for other purposes of the civilian population of the
occupied territory; killing of hostages; robbery of state or private property; destruction of cities or
villages, etc.); crimes against humanity (murder; enslavement; deportation or forcible transfer of
population; imprisonment; torture; rape; forcible abduction of people, etc.) and the crime of
aggression.

The analysis of the above-mentioned criteria of a terrorist state and the study of both
national and international law allow to confirm the words of Permanent Representative of Ukraine
to the United Nations Sergiy Kyslytsya that the russian way of war in Ukraine is complete terrorism
that brings death and destruction (Solomko, 2024).
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Abstract. The purpose of the article is to determine the specifics of the process of
institutionalization of the fight against climate change in the EU and generalize the potential socio-
economic effects of industrial greening with an emphasis on the inevitability of changes in the
taxation system. It is argued that the rhetoric in many European countries is changing, from
perceiving the climate as a burden, challenge and danger to promoting the idea of the benefits that
can be gained by gaining the status of a "leader of the green transition”. It was concluded that in
order to implement ambitious plans for industrial greening, it is necessary to use the potential of
macroeconomic regulation with a combination of monetary and tax-budgetary policy instruments,
to review the "ceiling™ of the permissible budget deficit and to determine priority areas for capital
investments. At the same time, the reduction of intra-European competition will be facilitated by the
coordination of industrial development strategies of the EU member states, and, therefore, the
volumes of state aid and subsidies related to the functioning of ETS1 and ETS2. Such large-scale
government interventions at the national and supranational levels of the EU will enable the green
transition, because no one will succeed in creating a "new green reality” relying on the market. The
existing economic approach, according to which private investments determine the directions of
development, without interfering with what, how and why companies actually produce, is losing its
relevance. And that is why the states will have to formulate and consolidate with relevant legal acts
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a clear and comprehensive understanding of sectoral climate goals with the subsequent inclusion of
these goals in the process of economic decision-making. After all, the creation of new markets while
gradually closing existing ones implies the creation of transparent rules of the game. This involves
approving requirements for subsidizing instruments, taxation, permitting procedures, providing
grants for R&D, as well as developing new infrastructure solutions and state funding mechanisms.
Therefore, governments, and not "spontaneous™ markets, will have to take on the authority to
coordinate pricing mechanisms, as well as develop principles for attracting investments and
applying uniform rules for regulating economic activity. The declared "green transition”, if it is
also "just”, will require deeper structural changes, for example, thanks to the increase in the
amount of "green" investments for low-income or low-income families.

Key words: decarbonization, sustainable development, circular economy, green transition,
financial instruments, climate finance, green investment, taxes, CBAM mechanism, Emissions
Trading System, regulation, monetary policy, fiscal policy, EU, strategic interests, economic
interests.

AHoTauiAn. Mema cmammi nonseae y usHayeHui cneyudixu npoyecy incmumyyionanizayii
bopomv0i 30 3minamu kuimamy 6 €C ma y3aeanibHeHHs NOMEHYIUHUX COYIANIbHO-eKOHOMIUHUX
epexmie 03eNeHeHHsT NPOMUCIO8OCMI 3 AKYEHMOM HA HeMUHYYoCmi 3MiH y cucmemi
onodamkyeanHsa.  Pozensinymo  pusuxku — O0exapbowizayii 015 KOHKYPEHMOCHPOMONCHOCHI
€8PONENCLKUX BUPOOHUKIB. BusHaueno ocobau8ocmi aHOHCY8AHHA KAIMAMUYHUX Yinell K CKI1a0080i
NPOMUCTIOBUX CcmMpameziii po36UMKY, W0 MASHYMb 3a 00010 nepeaisio iHaHco80-PicKarbHUX
IHCmpyMeHmie  CNpusHHs 3eleHOMY nepexody. [lepoicagne CcmMuMynio8aHHs MOOepHi3ayii
BUPOOHUYUX NOMYHCHOCMEU 3ad PAXYHOK KOMOIHAYII Npamux i Henpamux 3axo0ié niOmpumxu
BUZHAYEHO OIEBUM THCMPYMEHMOM AMOIMHO20 niawy 6OpomvoU i3 HACIIOKAMU 3MIH KliMamy ma
aoanmayii 00 HUX, NPUUHAMO20 HA HAOHAYIOHANLHOMY pieHi pecyntoeanHs noaimuku 6 €C.
Cmeepoocyemucs, wo peanizayis 3a0eKknapoganux yineu nepeobauae ne Jauuie po3pooKy
NpeeeHmMuUBHUX 3ax0018 011 NPOMUOIi COYIATbHUM HACTIOKaM 0eKapOOHI3ayii npomuciosocmi, a u
nepexio 00 CcmMpameiyHo20 00820CMPOKOB020 NJAHYE8AHHA, WO 8i000padiceno 6 I[liani Oiil 3
exoHomiku 3amknenoz2o yukay 6 €C. I[lpoananizoeano nomenyiuni HACHIOKU BHPOBAOIHCEHMHS
Mexanizmy peeyntosants gyelieyesux KOpOOHI8 uepes cucmemy mopeieii Keomamu Ha 8UKUOU ma
Mexanismy npukopOoHHO20 8yaneyeo2o KopucysauHs. Poszenanymo nacmku ¢inancysanns ma
3any4enHs iHgecmuyill 8 3ejleHi Npoexkmu. J{08edeHo, w0 CHNpUSHHA KOHKYPEHMHUM 6I0HOCUHAM
ecepeouni €C 6 npoyeci peanizayii 3enenoco nepexody GUCMYNamume 3anopykow KOOpPOUHAYii
cmpameziii.  NPOMUCIO08020 po36umky oepocag-unenie €C, wo 6i0nogioac HAYiOHATLHUM
iHmepecam.

KurouoBi cnoBa: Odexapbonizayis, cmanuii po3sumox, YupKyJIsApHA eKOHOMIKA, 3eleHull
nepexio, enepeopecypcu, (iHaHco8i iIHcmpyMeHmu, Kiimamuyre QiHancy8anHs, 3eleHi iHsecmuyii,
nooamiu, mexanism CBAM, midcHapoOHa mopeiens SuKUOaMu NApPHUKOBUX 2a3i8, MOp2ieis
Keomamu, MOHemapua noaimuxa, Qickaieha noaimuka, €C, cmpameziuni inmepecu, eKOHOMIYHI
iHmepecu.

Introduction. To model the impact of climate change on GDP, monetary authorities of
developed countries try to "capture™ complex interactions between the physical and economic
aspects of climate change. Some of them actively use the Integrated Assessment Models, which
provides for the assessment of the "social cost of carbon”. Others, such as the United States, rely on
climatology and econometric studies to assess how climate change affects key economic sectors.
Climate impacts are modeled in the study with a very high degree of detail, highlighting regional
variations in climate impacts. Further quantitative research based on such detailed data and climate
knowledge could potentially enable monetary policymakers to better assess the long-term physical
effects of climate change. The Bank of England has long assessed the short-term impact of
abnormal weather events on economic activity. For example, it simulates the impact of winter
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(depending on the degree of snow cover) on retail trade, construction and the hotel business.
Analysts of JP Morgan take into account, for example, the water level in the Rhine and other major
rivers in the assessment of economic growth in Germany. They established a direct link between the
impact of extreme heat in 2018 on the decline in economic growth

The process of decarbonization of such important industries as steel, cement, and chemicals
affects not only the strategic interests of market participants, but will also affect consumers, who
will feel the socio-economic consequences of the green transition with their wallets. For example, in
the EU, almost 80% of all productions will require significant modernization. European experts
believe that their industrial policy until recently was exclusively defensive in relation to competitors
and was not far-sighted. Governments shied away from interventions that could harm competition
between already existing firms in the domestic market and therefore fell behind in the industrial
race in the foreign market (Abdelli, M., & Batsaikhan, U., 2022). At the same time, taxes on energy
resources (which make up almost 60% of environmental taxes in the EU) for heavy industry were
kept at a low level thanks to a series of complex preferential tariffs and benefits. And a wide range
of aid, such as subsidies, investment support, research and development grants, was provided
without any clear conditions or long-term planning.

However, the situation is beginning to change. The Netherlands and Germany have
announced a number of new climate targets and laws, including quantitative targets for industrial
emissions. So far, the German approach to stimulating the green transition has been based mostly
on subsidizing research and development (R&D) and investing in the development of new markets
for environmentally friendly products. The Netherlands opted for a combination of "whip and
gingerbread": a combination of subsidies, higher prices for carbon emissions and a review of the
taxation policy of different types of energy. The accepted political and economic "pair" in both
countries was inclined to a compromise that market adjustments combined with indirect and direct
support measures should contribute to the greening of the economy. Some countries, notably
Belgium, have bet on a full-scale industrial transition, and its only major steel producer will receive
substantial government support to modernize production facilities. In many European countries, the
rhetoric is changing: from perceiving the climate as a burden, challenge and danger to promoting
the idea of the benefits that can be acquired by gaining the status of a "leader of the green
transition".

The purpose of the article is to determine the specifics of the process of institutionalization
of the fight against climate change in the EU and generalize the potential socio-economic effects of
industrial greening with an emphasis on the inevitability of changes in the taxation system.

Literature review. Ukrainian scientists prove that the modern strategic prospects of
reforming the current system of environmental business taxation and increasing its effectiveness
should be connected, first of all, with the improvement of the forms and methods of its coordination
operating in international economic practice. This is, first of all, the introduction of a system of
global anti-carbon taxation at a worldwide fixed tax rate; inclusion in the Paris climate agreement of
guantitative obligations of each participating state to reduce greenhouse gas emissions (Chala, V.,
Orlovs’ka, Y., Kvaktun, O., Vovk, M., 2017); introduction of legal responsibility in the form of
international anti-carbon sanctions for violations of assumed environmental obligations in relation
to each signatory country, proportional to the damage caused to the environment (Chala, V.,
Kakhovych, E., Mashchenko, S., Dryhola, K., 2019); introduction of a two-level carbon transport
tax, taking into account the level of CO2 emissions and the type of fuel used, with a simultaneous
commensurate reduction in the tax rates of companies’ wage funds and individual incomes of
citizens; systematic linking of the amount of environmental fines of economic entities with the
amount of economic benefit received by them from illegal actions; introduction of a system of tax
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benefits and preferences for those producers who apply ecological innovations and developments
(Chala, V., Bozhanova, V., Niameshchuk, H., Hlushchenko, A., 2021); Chala, V., Orlovska, Yu.,
2021)). The green economy is no longer considered by scientists in isolation from the structural
dynamics of social development, and its modern theoretical discourse is based on the principles of
the complexity of socio-economic processes (Fromberg, E.H.E., Bakker, C.A. & Peck, D., 2023;
Kandpal, V., Jaswal, A., Santibanez Gonzalez, E.D.R., Agarwal, N., 2024). Today, we are all
witnesses of the further active evolutionary development of scientific thought in the direction of
moving away from the qualification of the green economy as an industrial subsystem to a
qualitatively new, post-industrial paradigm. It is primarily about a systematic transition from a
linear understanding of the connections between economic, social and ecological aspects of social
development to their comprehensive understanding taking into account circular approaches
(Dovgal, O., Borko, T., Miroshkina, N., Surina, H., & Konoplianyk, D., 2024; (Prokopowicz, D.,
2022). Scientists (Krysovatyy, A., Zvarych, R., Zvarych, I., Reznikova, N., & Homotiuk, V., 2021;
Mercy, T., 2023) investigate the specifics of the implementation of national strategies for green
transformation and green growth management, as well as study the impact of decarbonization of
industry in the context of macroeconomic stability challenges (Melnyk, T., Reznikova, N., &
Ivashchenko, O., 2020; Diluiso, F., B. Annicchiarico, M. Kalkuhl, and Minx J. C., 2021; Abdelli,
M., & Batsaikhan, U., 2022; Schoenmaker, D. & Tilburg, R.V., 2016; Van Lerven, F. & Ryan-
Collins, J., 2017). The study of the system of internationally institutionalized rules, principles,
norms and regulators of greening processes contributes to a critical understanding of the potential of
monetary and fiscal instruments for promoting decarbonization and combating climate change
(Reznikova, N., & Grod, M., 2023).

Main results of the research. The EU has already recognized that the existing economic

approach, according to which private investments determine the direction of development, without
interfering in what, how and why companies (plants and factories) produce, is losing its relevance.
And that is why the states will have to formulate and consolidate with relevant legal acts a clear and
comprehensive understanding of sectoral climate goals with the subsequent inclusion of these goals
in the process of economic decision-making. After all, the creation of new markets while gradually
closing existing ones implies the creation of transparent rules of the game. This involves approving
requirements for subsidizing instruments, taxation, permitting procedures, providing grants for
R&D, as well as developing new infrastructure solutions and state funding mechanisms. Therefore,
governments, and not "spontaneous” markets, will have to take on the authority to coordinate
pricing mechanisms, as well as develop principles for attracting investments and applying uniform
rules for regulating economic activity (Reznikova, N., & Grod, M., 2023).

Of course, this will require a demonstration of political will and an appeal to national
interests. It is at this stage that demarcation lines may emerge, which will demonstrate the
multidirectionality of strategic planning at the level of EU member states and the difficulty of
bringing to a common denominator the proposed way of implementing green transition initiatives.
After all, today it will be necessary to look behind the scenes of the future and determine the list of
production and sales chains that could potentially be in demand from the standpoint of national
security in 2050. Moreover, minimizing the social consequences of the green transition involves a
return to clear planning and the development of preventive measures to curb potential disturbances
in society.

One of the examples of such strategizing is the Circular Economy Action Plan. The circular
economy involves a radical change in the organization of production and consumption — from a
linear growth model (extraction, production, disposal) to a sustainable alternative (recycling, reuse,
recycling, sharing), when waste becomes a resource. But since there is no economically justifiable
benefit in preventing waste generation given the availability of resources that can be extracted and
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developed, national and local governments will have to subsidize such circular production and
encourage the reuse of waste.

It will not be possible to avoid competition between methods of processing waste into energy,
which will be preferred in different EU countries in an uncoordinated manner. For example, waste-
to-energy (WTE) plants require significant investment, so private operators typically force
municipalities to commit to waste for several decades, often up to 50 years. WTE cannot be
considered as a single solution to waste problems, but should be integrated into a single solid waste
management system, adapted to specific local conditions, taking into account the structure of such
waste, the features of its collection and recycling, the share the shadow sector of the economy,
environmental problems, methods of financing, cost of resources and other aspects. At the same
time, the United Nations Environment Program has warned that WTE can create a blocking effect: a
certain amount of waste is required for the operation of factories, which in turn does not interfere
with the prevention of their formation. In this connection, there are increasingly calls to return to
state ownership, because then profit will not be prioritized over environmental considerations. The
most circular capital of the EU is considered to be Ljubljana in Slovenia, where a waste processing
plant based on WTE technology is financed and managed by the state. At the same time, waste
processing is carried out together with waste minimization measures and a municipal waste
collection system that encourages waste sorting for recycling at home.

It is clear that the green transition can lead to the loss of competitive positions by European
companies based on the price criterion. Therefore, a number of instruments have already been
developed to help them protect against external competition, such as the "Mechanism for the
Regulation of Carbon Borders through the Emissions Trading System" (ETS, but in view of the
proposals to supplement this system, it is already designated as ETS1), the package of measures
"Next Generation EU" and "Readiness 55" ("Fit fo 55" proposals, 55 is the percentage of emission
reduction until 2030 according to the Paris Agreement, which the EU undertook) (Agora
Energiewende and Ecologic Institute, 2021).

The package of legislative initiatives "Fit for 55" envisages the following goals: by 2030, 40%
of the produced energy should be provided from renewable energy sources (previous goal - 32%);
by 2030, the share of primary and final energy consumption will decrease to 39-41% and 36-37%,
respectively; by 2030, carbon emissions from new cars should be reduced by an average of 55%
compared to 2021, and from 2035, the sale of cars with an internal combustion engine will stop
altogether in the EU, and the number of charging stations for electric cars will increase; from 2023,
the aviation and shipping sectors will also be involved in the expanded EU emissions trading
scheme, in particular, it is proposed to introduce a so-called "kerosene" tax on air travel, which may
affect the price of tickets. The ReFuelEU aviation initiative aims to reduce carbon emissions by
increasing the amount of green jet fuel used in the EU (Pilszyk, M., Lipinski, K., Miniszewski, M.,
2024).

To build up sustainable aviation fuels (SAFs), the EU intends to introduce a fuel blending
mandate. All planes departing from EU airports will have to refuel with green aviation fuel, the
minimum share of which should be 2% in 2025, and 5% in 2030. Similarly, the FuelEU Marine
Initiative will encourage the use of sustainable marine fuels and zero-emission technologies by
introducing targets to reduce the carbon content of the fuel used by ships calling at European ports.
Over time, these restrictions will become stricter, and therefore the construction of ships focused on
the use of alternative energy sources, as well as the construction of sustainable marine infrastructure
(refueling complexes, a service network for conversion and technical operation of ships) will be
actualized (Chala, V., Bozhanova, V., Niameshchuk, H., Hlushchenko, A., 2021).
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"Fit for 55" envisages that from 2023 the transitional three-year phase of the implementation
of the carbon border adjustment mechanism (CBAM) will begin, which will be applied to the
import of steel, fertilizers, aluminum, cement and electricity, and its full implementation is expected
from 2026. This measure is aimed at protecting European business from environmental dumping
and preventing "carbon leakage™ in situations where European businesses, for example, plan to
move outside the EU to avoid paying for CO2 emissions. The CBAM mechanism actually
imperatively encourages the EU's international partners to take steps in the same direction. CBAM
will operate in addition to the European emissions trading system, but instead of quotas, special
CBAM certificates will be introduced, which will be purchased in the EU by importers of products
according to the volume of emissions. Certificate prices will be calculated based on the average
auction price of quotas within the EU ETS.

ETS (and, in fact, ETS1) covers greenhouse gas emissions of large enterprises in the energy
and manufacturing sectors. These enterprises must measure and report emissions from their
production facilities and must use carbon credits (quotas) accordingly. They either buy such
"carbon credits" on the ETS1 or use allowances issued to them for free, as is the case in many
industrial sectors, such as steel and cement production.

However, in construction and road transport in the EU, 70% of emissions fall on households .
This became the reason for the creation of a new EU carbon market for heating and road transport
(ETS2). Given the complexities that will inevitably arise in forcing 200 million households to report
emissions from heating their homes and using cars, the reporting and monitoring obligations under
the newly established ETS2 will fall on fossil fuel suppliers. And therefore, according to ETS1 and
the proposed ETS2, companies transfer the costs of their own emissions to end consumers. But in
the case of ETS2, investment decisions will largely depend on consumers, since, for example, the
transition to low-carbon heating systems, increasing the energy efficiency of buildings, and the
transition to low-emission modes of transport will be entrusted to them (Gérlach, B., Jakob, M.,
Umpfenbach, K., Kosch, M., Pahle, M., Konc, T., Brehm, J., Feindt, S., Pause, F., Nysten, J., Abrell,
J., 2022). At the same time, alternatives to fossil fuels may not be available to all families, for
example, due to a lack of financial resources for energy modernization, poor access to public
transport (distant or high-quality), lack of charging infrastructure in sparsely populated areas, not to
mention the availability of electric vehicles (Gorlach, B., Jakob, M., Umpfenbach, K., Kosch, M.,
Pahle, M., Konc, T., Moore, Nils aus dem, Brehm, J., Feindt, S., Pause, F., Nysten, J., & Abrell, J.,
2022). Therefore, it is clear that the creation of a new EU carbon market for heating and road
transport will not only exacerbate existing social problems, but also cause political escalation.

The ETS market mechanism entails price uncertainty, as the price of carbon depends on the
demand for carbon allowances. In the already existing EU carbon market (ETS1), the CO2 price has
ranged from €5 to €60 per tonne over the past five years. In the EU, the 10% of households with the
lowest income spend almost 10% of their income on energy, excluding transport costs. According
to calculations, a CO2 price of €100 per tonne would increase the road transport and heating bills by
around 25% (Acworth, W., Schambil, K., and Bernstein, T., 2020). This could have dramatic
consequences for those who rely on fossil fuels, or for those living in rural or suburban areas who
rely heavily on gasoline and diesel cars for daily transportation. Today, at least 35 million (7%)
Europeans cannot afford adequate indoor thermal comfort, and 90 million (20%) EU citizens face
difficulties accessing public transport (Rosendahl, K. E., 2019). Therefore, the declared "green
transition”, if it is also "fair”, will require deeper structural changes, for example, thanks to the
increase in the amount of "green™ investments for low-income or low-income families. That is why
it was proposed to start the Social Climate Fund (SCF).
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The SCF will support EU member states in financing measures to mitigate the social
consequences of ETS2 both in the form of social compensation (temporary income support) and in
the form of green investments for the most vulnerable citizens and micro-enterprises. To gain
access to funding, member states will have to submit social climate plans for approval to the
European Commission and undertake to co-finance at least 50% of activities and investments. The
SCF will start operating in 2025 (one year before the proposed ETS2 is launched) and is expected to
operate with €10 billion per year, based on an estimated carbon price of €48 per tonne (Schmidt, L.,
2020). In general, the Social Climate Fund will mobilize 144.4 billion euros by 2032 for a socially
just transition. The SCF will be financed by the EU budget, and from 2026 it will also receive 25%
of the revenues from the trading of allowances for companies to pay for emissions related to heating
homes with fossil fuels and from road transport, which will be controlled by the new ETS2 system.
The start of social compensation before the implementation of ETS2 is an important component of
initiatives to increase the social acceptability of the green transition. But given the time limits
projected for the Social Climate Fund, there are doubts that green investment aimed at protecting
vulnerable families from rising prices will hit the mark, as it is too late to do so just a year before
ETS2 is introduced.

The reason for the transition to investments in renewable energy sources and the rejection of
investments in non-renewable ones lies not only in the planning horizon (because it is believed that
existing technologies give a current, short-term effect, and renewables can provide production
benefits in a longer term). Institutional pressure on manufacturers is no less important. The increase
in long-term productivity will offset the economic costs associated with reducing current
production. Therefore, increasing the long-term rate of profit from mining ultimately stimulates
investment and growth.

The inevitability of the transition period and intertemporal compromise, which have to be
faced during the restoration of natural capital, is obvious. Inefficient, unsustainable and excessive
use of resources in the past is an obvious fact. The paradox is that the countries that went through
the stage of rapid industrialization of the 19th and 20th centuries ("unsustainable” in today's terms
of the UN Sustainable Development Goals) and took full advantage of its benefits are now shifting
the responsibility for global warming to other states, regardless of today's level and their
development needs. And the contribution that countries must provide to reducing CO2 emissions is
calculated as the "average temperature in the hospital”. After all, the Paris Climate Charter states
that "countries adopt ambitious plans to prevent climate change." According to this, all countries
together will reduce CO2 emissions on the planet by 50%: some - more, some - less. But definitely
- ambitious! Governments, incited by ambitions to get to the top of the "green transformer
countries”, refuse serious calculations of socio-economic, humanitarian consequences of the "green
transition” (Prokopowicz, D., 2022). At the same time, the amount of investments necessary not
only for adaptation to the new economic reality, but also for mitigating the consequences of the
transition, taking into account the country's industry specifics, is not analyzed. And the less
economically developed a country is, the more severe economic consequences it expects from
excessive ambition.

It is also necessary to determine the side effects of policy in the process of implementing
the "green growth™ model, which arise in a situation where political intervention in the functioning
of some sectors of the economy fundamentally changes the nature of compromises in others. In this
case, economy-wide "coordination problems"” can be a serious impediment to growth (Melnyk, T.,
Reznikova, N., & Ivashchenko, O., 2020; Diluiso, F., B. Annicchiarico, M. Kalkuhl, and Minx J. C.,
2021. And the question lies not only in the country's ability to produce new technologies, introduce

65



Actual problems of international relations. Issue 158. 2024

them into the production process and promote their application in foreign markets, so as not to
remain in the status of an eternal hostage to the consumption of imported technologies, the "poor
relative”, exchanging their raw materials for them in unimaginably terrifying proportions . The
problem is that under the proposed innovations in the way of the "greening” of industry, the need to
create a completely new type of production is often masked, which can be compared to the closure
of the existing one, and therefore, a violent rejection of the country's specialization. It is the kind of
raw material specialization that was actually imposed on the countries of the second and third world
by the global market, promoting liberal and neoliberal theories of comparative advantage.

There is no doubt that if CO2 emissions are reduced through the transition to cost-effective
low- and zero-carbon energy supply and energy efficiency, the strengthening of CO2 bans will have
less impact on growth. It is implied that the transition to a low-carbon economy can be achieved
without a significant negative supply shock if sufficient investments in low-carbon energy sources
are made at an early stage. We emphasize: "in the early stages.” If the country has not done this,
growth will slow down and move into negative indicators. Inflation rate volatility may also
increase as the share of bioenergy increases, as energy and food prices may be affected by the same
weather shocks. Although this effect can be mitigated by a gradual reduction in the share of food
and energy in the population's consumption basket (and hence the effect on the consumer price
index) as countries become richer. But in poor countries, the shift towards bioenergy is expected to
cause inflationary pressure and further impoverishment of the population. Moreover, in the context
of climate change, which affects weather conditions, the issue of food security in general will
become key.

Conclusions. The main source of risk for the country's macroeconomic stability is populist
environmental policy and climate policy. Some of the tools proposed by environmental populists,
including interventions such as CO2 pricing, impose a burden on economic activity, at least in the
short to medium term. As compliance with environmental regulations forces companies to limit
production or direct certain resources to reduce emissions, this has a negative impact on
profitability, productivity, employment and, ultimately, GDP. From the point of view of monetary
policy, climate policy, which affects the final prices of producers through its fiscal instruments, is
expected to provoke a negative shock on the supply side. By setting a price on carbon, regulators
seek to discourage the production and consumption of high-emission goods. The carbon price is set
through a carbon tax or through a system of limiting emissions, in particular, the Emissions Trading
System (ETS). ETS works on the cap-and-trade principle. The government sets a cap or limit on the
total volume of emissions in one or more sectors of the economy. Companies must have permits for
each unit of emissions, which they can obtain for free or buy from the state, as well as from other
companies through a specially created market. The question lies in the amount of funds and their
sources. Countries burdened with a debt burden (those sitting "on a credit needle™), budget deficits,
and an underdeveloped stock market initially acquire the status of "outsiders." And the clichés
about "perfect competition”, "market economy”, "equal opportunities” that are replicated at the
same time become a weapon that shoots at defeat.

Within an allowance trading system, the price of carbon emissions is set indirectly: a
regulatory body sets the total allowed emissions, and then the price of carbon is set through the
allowance market. A one-time increase in the price of emissions usually has only a temporary effect
on the inflation rate, provided agents recognize that it is a one-time change. Such a policy has the
effect of raising the price level, and the inflation rate will quickly return to its original level. At the
same time, the relative price of carbon-intensive goods will be constantly higher. In addition,
emission costs are almost entirely passed on to wholesale electricity prices. According to
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observations of the impact of the ETS system on wholesale electricity prices in 20 European
countries and calculations by European scientists, it was found that a significant share of the cost of
CO2 emission allowances (which are freely distributed) is transferred to electricity prices, as a
result which increases prices for consumers. The ETS carryover ratio was particularly high in the
carbon-intensive electricity and metallurgy industries, which are characterized by limited internal
competition.

Since the introduction of carbon pricing has a one-time temporary effect on inflation,
monetary policy authorities usually monitor this effect to avoid raising interest rates and depressing
the economy. Both the physical aspects of climate change and the transition to a low-carbon
economy are major structural changes that will require systemic transition and innovation in many
sectors of the economy. Both physical risks and transition risks associated with climate change can
potentially affect long-term growth, and therefore require a review of the Central Bank's ability to
use monetary policy instruments to ensure price and financial stability.

To implement the mentioned plans of greening economy, it is necessary to use the potential of
macroeconomic regulation (monetary and credit and tax-budgetary policy), review the "ceiling” of
the permissible budget deficit and determine priority areas for making capital investments. At the
same time, the reduction of intra-European competition will be facilitated by the coordination of
industrial development strategies of the EU member states, and, therefore, the volumes of state aid
and subsidies related to the functioning of ETS1 and ETS2. Such large-scale government
interventions at the national and supranational levels of the EU will be able to launch the green
transition. After all, no one will be able to create a "new green reality" relying on the market.
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Abstract. This paper examines the dynamics and structural changes of the world seaborne
trade for the period of 2009-2023 with a special focus on its vulnerability to such recent external
shocks as the covid-19 pandemic outbreak and the Ukrainian war. Besides, the world seaborne
trade is decomposed into major components — dry bulk trade, containerized trade and tanker trade.
The volume of seaborne trade is considered in two different measurement units. The outcome of the
analysis suggests that behavioral patterns of examined datasets coincide with minor differences.
Over the period under examination the volume of the world seaborne trade measured in tonnes
demonstrated a general upward trend, except for 2020 and 2022. Dry bulk and container seaborne
trades experienced similar changes, while the world oil and chemical seaborne trade dropped in
2019 and 2020, after which recovered. As opposed to tonnes measurement, the dry bulk seaborne
trade measured in tonne-miles was under negative growth regime only once in 2022. As to tanker
trade measured in tonne-miles, it declined on a year-by-year basis throughout three consecutive
years — 2019, 2020, 2021. It is ascertained that volumes of global seaborne trade faced short-term
impacts of said external shocks, and recovery from sudden events and adjustment to changes in
macroeconomic environment and shift of trade patterns took relatively low time (from 1 to 2 years
max). It was confirmed that regardless of how the market was measured, the share of each segment
was identical. While the percentage of fleet in number of ships was not representative, the
percentage of fleet in deadweight tonnes, as well as the percentage of trade in tonnes and tonne-
miles could equally truly describe the share of each market in the shipping industry. As for the end
of 2023, dry bulk sector occupied around 45-48% of the shipping industry, containership segment —
approximately 15%, and wet bulk (tanker) sector — around 26-30%. In addition, an observation is
made that tonne of global seaborne trade per world fleet deadweight capacity tends to follow the
downward trend mainly due to emission compliance-driven decrease of vessels’ speed and increase
of average haul caused by trade patterns modifications, especially the most recent.

Key words: shipping, seaborne trade, maritime economics, covid-19, Ukrainian war, dry
bulk trade, container trade, tanker trade, merchant fleet.
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AHoTalisgs. Memorw 0ano20 00CHiOJHCEeHHS € aHaNi3 OUHAMIKU MA CMPYKMYPHUX 3MiH
c8imosoi mopcwvkoi mopeisni 3a nepioo 3 2009 no 2023 poxu 3 axyenmom Ha il épasiugicmes 00
MAaKkux HewoOasHIxX 308HIUHIX NOMPSCIHb, IK NAHOEMIs KOPOHABIPYCY ma NOYAmOoK GiliHU 8 YKpaiHi.
Oxpim moeo, c8imo8y MOPCbKY MOp2ien0 PO3KIAOEHO HA HAUOLIbUL 3HAYHI KOMHOHEHMU —
nepee3eH s CyxXo20 GAHMAMNCY HABANOM, KOHMEUHEPHA MOp2ieNa ma mopeiens Hagmoro,
Hagmonpodykmamu ma Ximiunumu pevosunamu. Qb6caeu MopcbKoi mopeieni po3eiaHymo y 080X
PI3HUX 00UYUHAX euMiprosanus. Pezynbmamu npoeedeHo2o ananizy ceiouamv, wWo NOBEOIHKOSI
namepHu OOCHIONCEHUX MACUBO8 OAHUX CXONCI, MANOYU HEe3HAUHY KIbKicmb posbidcHocmel. 3a
posenanymuti  nepiod 006cseu  c8imosoi MOPCbKOi MOp2ieni, Wo SUMIPIOIOMbCA Y MOHHAX,
NPOOEMOHCMPYBANA 3A2ANbHY MeHOeHYilo 00 3pocmanis, 3a eunamkom 2020 i 2022 poxis.
Mopcvka mopeiena cyxumu 8aHmadcamu ma KOHMeUHepamu 3a3HAna NoOiOHUX 3MiH, MoOi AK
C8IMoB8a Mopcoka mopeisis Haghmoro ma ximiunumu pewosunamu enaia 6 2019 i 2020 poxax, nicis
yo2o sionogunacs. Ha 6i0miny 6i0 eumipy 6 MOHHAX, MOPCbKA MOP2IGIs CYXUMU BAHMANCAMU,
BUMIDAHA 6 MOHHO-MUAX, ynana auuie ooun paz y 2022 poyi. Lo cmocyemvbcsi mankepHoi
Mopeiéni, UMIPAHOI 8 MOHHO-MUNAX, OHA 3MEHULYBANACA 3 KONCHUM DOKOM NPOMAOM MPbOX
pokie nocnine — 2019, 2020, 2021 pp. Bcmanosneno, wo obcseu c8imogoi Mopcvkoi mopeieii
3a3HANU KOPOMKOCMPOKOBUX BNIUBIE 3A3HAYEHUX 306HIWHIX WIOKIB, A GIOHOBNEHHS NICAs YUX
panmosux nooiu i NPUCOCY8AHHA 00 3MiH MAKPOEKOHOMIYHO20 cepedosuuia ma 3MiHU
PeciOHAIbHUX 0COOIUBOCMeEll MOpP2i6ii 3AUHAN0 BIOHOCHO KopomKutl uyac (8i0 1 0o 2 poxis
maxcumym). Byno niomeepoceno, wo HezanedcHo 6i0 moeo, SIK UYUCETbHO SUMIPIO8AMU PUHOK,
YACMKA KOJHCHO2O ceemenma 0yna 00OHaKo8or. Xoua 8i0cOmoK KOHKPEMHO20 (IlOMmY, 8UPA#CEHUll 8
KiIbKOCmi cyOeH, He OV8 penpe3enmamusHum, 8i0Comok Gromy, supadiceHull 8 MOHHAX Oedselimy,
a makodc 8i0COMOK MOpP2ieni 6 MOHHAX | MOHHO-MUNAX OOHAKOBO MOYHO ONUCYIOMb YACHIKY
KOJICHO20 PUHKY 6 cyOHonaaeuil eany3i. Cmanom Ha kineyv 2023 poky cekmop cyxux Ha8an0yHux
nepegezenv 3aumas oOauzvko 45-48% cyomonnascmea, ceemeHm KOHMEUHEPHUX NEpede3eHb —
npubauzno 15%, a cekmop nanusHux (mankepuux) — oausvko 26-30%. o moeo s, 6yno 3pobneno
CNOCMEPeNHCeHH s, W0 MOHHA 2100ANLHOI MOPCLKOI mopeieni Ha 0edgelim C8Iimo8oco (hiomy mae
MEHOeHYil0 00 3HUNCEHHS, 20JI06HUM HUHOM Hepe3 3HUNCEeHHS WBUOKOCMI CYOeH, GUKIUKAHE
HeoOXiOHicmI0 8i0nogioamu euMo2am wooo 6ukudie 6 ammocgepy, i 30inbUleHHs cepeOHbOT
oucmauyii, wo npoxooums CyOHO, CHPUYUHEHe MPAcHOPMAYiaMU pPeciOHATbHOI CMPYKmMypu
MOPCbKOI mopeiéni, 0co0IU80 HAUbINbUW OCMAHHIMU.

KuarouoBi ciaoBa: wunine, cyononnagcmeo, Mopcoka mopeisis, eKOHOMIKA MOpPCbKO20
mpancnopmy, naHoemisi KopoHasipycy, Yxpaincoka 6ilina, mopeieisi CyXum SaAHMANCeM HABAOM,
Mopeiens KOHmeuHepamu, mopeieis Haghmow ma HadmonpooyKmamu, MOPCbKUll mopeosebHuUll
¢nom.

Introduction. Being truly international, the shipping industry is perceived as a circulatory
system of global trade and subsequently the entire world economy. Maritime transportation
accommodates for the movements of almost 90% of the goods transferred worldwide (UNCTAD,
2023), so seaborne trade is instrumental in keeping the world economy ball rolling. The shipping
industry as well as seaborne trade is rather complex and heterogenous, not static but ever-changing.

Like any other market, the shipping market is subjected to typical market attributes, such as
cyclicality and risks. This paper dwells on the dynamics of structural development of the world
seaborne trade from 2009 to 2023 inclusive — the period which covers consequences of the world
financial crisis 2008, European debt crisis, as well as recent external shocks.

Macroeconomic shocks are phenomena the world has recently faced in abundance. The
covid-19 pandemic outbreak disrupted and completely modified the flow of commercial shipping in
2020. Having started slowly recovering, the world economy was suddenly hit from a political event
— the outbreak of the war in Ukraine in early 2022 caused a new imbalance. Apparently, both events
significantly distorted shipping cycles in all segments.

This research presents an attempt to identify the development trends in the world seaborne
trade and specifically in the three sectors (dry bulk commodities maritime transportation, container
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shipping trade and tanker trade) which cumulatively account for almost 90% of the world seaborne
trade. The remaining slightly more than 10% comprising gas trade, car trade, reefer trade, other dry
trade are out of scope of the current paper. Changes in the regional structure of the world seaborne
trade are also considered.

Following this introduction, the remainder of this paper is organized as follows: the purpose
of research is formulated, the next section provides a review of the literature on the issue, thereafter
main research results are discussed, and the final section concludes on the findings.

The purpose of research is to analyse the qualitative and quantitative changes of the world
seaborne trade structure over the period under examination as well as to identify trends stipulating
the seaborne trade development in the world and in particular shipping segments.

Recent literature review. The dry bulk segment is engaged with transportation of dry bulk
commodities which are subdivided into major bulk (iron ore, coal, grain) and minor bulk (steel
products, forest products, fertilizer, bauxite, cement, petcoke, sugar, etc.) (UNCTAD, 2023). Iron
ore as a key steel ingredient is consumed by construction of industrial and domestic buildings,
machinery, merchant ships, motor cars (Stopford, 2009). The main iron ore seaborne trade routes
are mainly concentrated in the East, with Australia being the major exporter (58%), followed by
Brazil (24%), and China the primary importer (73%), followed by Japan (8%) (UNCTAD, 2022).

Coal trade is mostly performed in the same region, with Indonesia (38%) and Australia
(28%) as the leading exporters and India (20%), China (19%) as the leading importers. Grain is
utilized for baking and as a raw material for factory farming of meat — both bread and meat are the
staple foods of modern society (Stopford, 2009). As too geography of its trade, Asian countries are
importing the highest volumes of grain (China — 27%), however, grain export is predominantly
driven from the West — Brazil (24%), US (23%), Argentina (12%) (UNCTAD, 2023).

Park, Kim and Kwon (2022) examined covid and post-covid period and verified that when
the dry bulk freight rates exceeded the normal range, they were determined by specific demand of
market participants rather than by actual supply and demand.

Containerships carry various types of commodities in containers which are miscellaneous
consumer products, home and building products, furniture, industrial machines and parts, textile,
clothing, miscellaneous industrial products, autos and auto parts, consumer electronics, iron/steel,
toys, sport equipment, wood pulp, lumber, peas, beans, lentils, wastepaper, hay/alfalfa, fresh and
frozen meat, soya beans, malt, newsprint, scrap metal, etc. (Stopford, 2009).

Between 1975 and 2007 the containerized cargo grew much faster than other parts of the
shipping business (Stopford, 2009). Alizadeh and Nomikos (2009) confirm that the largest growth
from 1970 to the present [2009] was in the container fleet mainly because of the containerisation of
trade in manufactured goods and the increase in the number of large container carriers in recent
years, due to the expansion of trade between the Far East, Europe and North America. In addition,
the containerisation of some commaodities, previously carried by general cargo or reefer ships, has
also contributed to the growth of the container fleet. In 2022 the main East—West routes dominated
(38%) with the high importance of intraregional routes (28%) reflecting dynamic intra-Asian
container shipping activity and the manufacturing supply chain specific to East Asian countries
(UNCTAD, 2023).

As to tanker sector, each type of tankers is utilized at different stages of industrial process
and performs function of either primary sea transport (moving raw material to plant) or secondary
one (transferring produced commodity from plant). Crude oil tankers transport crude oil from
extraction places to refineries while oil products tankers carry oil products, such as fuel oil, diesel,
gasoil, gasoline, jet fuel, naphtha, further to consumption centers (Stopford, 2009). The most
sophisticated oil products carriers are close to chemical sector. Chemical tankers carry a range of
specialised chemicals, i.e. ‘easy’ aromatics, MTBE, vegetable oils, inorganic acids, exported mainly
from the US and the Middle East (Clarksons, 2015).

Regions wise in 2022 Asia consumed the highest volume of crude oil and oil products.
China imported 23% and India 12% of transported crude oil, South-East Asia and UK imported
17% of oil products each. Obviously, exports were driven from the Middle East (Gulf) — 47% of
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crude oil and 18% of oil products transported by sea. Total Europe exported 34% of oil products
transported by ships (UNCTAD, 2023).

Published in 2020, two papers by Michail and Melas (2020a) are worth mentioning.
Exploring the relationship between seaborne commodity trade and freight rates, the scientists
revealed that seaborne trade volumes strongly impacted dry bulk and dirty tanker indices, but not
clean tanker since the latter vessels are universal cargo wise and can carry both dirty and clean oil
products.

Michail and Melas (2020b) were first to try to evaluate how the particular shipping markets
reacted to an exogenous shock, namely coronavirus disease spread. The scholars reviewed the
Baltic freight indices of the dry bulk (BDI), the clean tanker (BCTI) and the dirty tanker (BDTI)
markets and concluded that the pandemic had negatively affected the dry bulk and the dirty tanker
indices, while it had not directly affected the clean tanker segment. Dry bulk and clean tankers
segment appeared to be highly affected by the demand side of the economy, while the dirty tankers
(vessels which transport crude oil) did not register such a relationship. The suggested rationale
behind this scientific observation is quite business-driven: while commodities transported by dry
bulk vessels and clean tankers cannot be easily stored given both their nature and the need for
specific facilities, crude oil can be stored much more easily given that it can simply remain in the
vessel. However, retrospectively, we got to know that the dirty tanker sub-segment stagnated
considerably after the covid-19 outbreak, however, with a time lag compared to other segments.

Fei et al. (2020) conducted the research which looked at how external environment
(financial crisis, environmental crisis, crude oil agreement) impacted the Baltic Dirty Tanker Index,
particularly on different routes, and proved that index was interfered by the external factors — the
observation which has a direct relation to the current paper.

Michail (2020) examined how the world economic growth impacts the global demand for
seaborne trade and subdivided the world economy into three groups of countries by income (high,
middle and low). The results of the research revealed that seaborne trade was affected by changes in
the world economic growth, albeit to a different extent: refined petroleum products demonstrated
the strongest effect from an increase in world GDP in comparison to crude oil and dry cargo. The
positive reaction of seaborne trade demand on GDP shock has to be mainly attributed to the high-
and middle-income countries. As to low-income countries, who are normally net exporters of oil
and petroleum products, economic growth negatively impacted seaborne trade, as the highest the
income — the highest the domestic consumption and the lowest the exports. The oil price appeared
to have a small negative effect on the amount of goods transported, supporting the view of demand
inelasticity with regards to price.

In the pertinent literature there was a recent attempt (Arslankap, Marini and Tumbarello,
2019) to connect AIS data with trade activity. Having taken Malta as a benchmark and having used
AlS-based port calls data, the scholars introduced ‘cargo numbers’ and ‘cargo loads’ to trace
maritime and trade activity. ‘Cargo number’ included vessels calling at ports, and ‘cargo load’ stood
for changes in ships’ draughts proving the fact of loading or discharging occurred at port. Thereafter
the obtained data was assessed against the official reports and the results (0.75 and 0.65 correlation
coefficients respectively) could act as a proof of credibility of this method to predict trade volumes
by means of AIS data and to nowcast them (evaluate in live).

Nowcasting trade flows is crucial for all market players as official trade reports are always
released with delays. By introducing the GTI (Global Trade Intelligence) index calculated based on
AIS data and by comparing it with official trade data, Cerdeiro, Komaromi, Liu and Saeed (2020)
concluded that based on the high final correlations such a methodology achieved a good match with
official statistics and reports may be produced with 5-10-day lag in comparison to 11-15 weeks it
takes officials to publish the same data about trade activity.

However, while the pandemic impact on the shipping has been researched in the literature,
there has not been an attempt yet to examine the cumulative effect of both covid-19 and the
Ukrainian war. Thus, the current paper comes to fill in the gap in the existing literature by exploring
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effects of both external shocks. On another note, the innovativeness offered by this paper is the
comparison of two methods as to measurement of separate shipping segments.

Main research results. Over the period under examination (2009-2023) the volume of the
world seaborne trade expressed in million tonnes demonstrated a general upward trend apart from
2020 and 2022 when it dropped on a year-on-year basis. Identical trend development is applicable
to the world dry bulk seaborne trade and the world container seaborne trade, while the world oil and
chemical seaborne trade experienced two consequent drops earlier — in 2019 and 2020, after which
the volume of tanker trade increased, although still has not reached the all-period maximum
observed in 2018. Contrary to the wet bulk trade, both the dry bulk trade and overall volume of the
seaborne trade reached the highest value in 2023, and the containership trade in 2021 — recovery in
2023 was not enough to outmaneuver the 2022 reduction.

Graph 1. World seaborne trade in million tonnes from 2009 to 2023
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Source: compiled by author on data retrieved by the Clarksons SIN.

Interestingly, that if we employ a different approach to numerically assess the general
shipping market — from the perspective of the seaborne trade volume measured in billion tonne-
miles, most of above observations will remain actual, however, some differences are still worth
mentioning. As opposed to the million tonnes measurement, the dry bulk seaborne trade measured
in tonne-miles was under negative growth regime only once in 2022, which means that 2020
slowdown in tonnage of dry bulk trade was compensated by increased milage. Translating years
into events, we may suggest that the covid-19 pandemic outbreak (2020) was less notable external
shock for the dry bulk trade than the Ukrainian war (2022).

Apparently, the reasoning behind this fact is the leading role Ukraine occupied in the grain
exporters ranking, accounting for 10% of the world grain export by 2022 (UNCTAD, 2022). Port
closures caused by the Ukrainian war outbreak were mitigated by the launch of the Black Sea
initiative and recommencement of grain shipments from Ukraine, although volumes were still
considerably lower than pre-war. Some grain-importing countries (including African) had to rely on
alternative exports, like the USA, Brazil or Argentina, which required longer hauls. To quote from
the Review of Maritime Transport (UNCTAD, 2023), vessels transporting grains covered longer
distances in 2023 than any other year on record.
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At the same time the volumes of coal shipped out of the Russian Federation were not
affected — 13% of global amount. In general, dry bulk tonne-milage demonstrated high resilience
and quick rebound after external shocks for the reason that large portion of dry bulk trade was
aimed to be consumed in China, so apart from closely located exporters, commodities needed to
also travel long hauls from Argentina, Brazil and the United States — South and North American
countries experienced the highest uplift of share as dry bulk exporters.

Graph 2. World seaborne trade in billion tonne-miles from 2009 to 2023
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Source: compiled by author on data retrieved by the Clarksons SIN.

The world seaborne container trade followed more obvious development trends, having
performed similarly regardless of the measurement units (tonnes and tonne-miles), however, we
omit TEU measurement which is normally more intrinsic to containerized trade in shipping but less
relevant for the current research as the aim is to conduct consistent and comparative analysis of the
major shipping segments.

So, the world container trade fell in 2020 and 2022 (as the world trade in general and the dry
bulk trade) but experienced strong recovery in 2021 hitting all-period high by a significant margin.
It was accompanied by unprecedented growth of containership charter rates along with surge of
vessel assets cost. To exemplify the boom, the fast-paced growth of secondhand asset prices in the
containership segment reached the turning point in July 2021 when the price of the 10yo
containership of 2750 TEU capacity surpassed the price of newbuild containership of the same
capacity — USD 38m vs. USD 36.5m! Moreover, the gap between these prices has increased for the
following months (Clarksons SIN; Zaidman, Dominese, Yakubovskiy and Rodionova, 2021) — this
clearly met the pre-requisites of stage 3 (peak) of the short shipping cycle, as per Stopford.

The Review of Maritime Transport (UNCTAD, 2022) suggests the reasons for this may lay
in changes instigated by the covid pandemic which resulted in a boom of e-commerce for consumer
goods mainly carried in containers, however, this does not exhaustively explain the unprecedented
and sharp growth. The swift increase of containership charter rates could not have a basic demand-
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related justification, as the volume of containerized trade was relatively stable and no major port’s
throughput indicator (Singapore, Hong Kong, Los Angeles) appeared to have an effect on
containership charter rate. US industrial production, Maersk market capitalization and steel price
were named as factors potentially causing that unique spike (Zaidman, Dominese, Yakubovskiy and
Rodionova, 2021).

In respect of regional characteristics of containerized trade, UNCTAD (2023) underscores
the predominance of intra-Asian containerized trade flows which in turn reflects global
manufacturing trends with China and neighboring East Asian countries remaining on top of the
world manufacturing. The involvement of several East Asian countries in regional and global
supply chains permanently increase, and the expansion of intra-Asian trade volumes underlies the
shorter distances container cargo travel. This is opposite to what we observe in the other two
considered segments and since dry bulk and tanker trades are more massive than container trade
volume wise, the global seaborne trade does not follow container trade path in this aspect.

Another difference revealed by the comparison between approaches as to how to access
seaborne trade volume pertains to the tanker trade. If measured in tonnes, it dropped both in 2019
and 2020, however, if measured in tonne-miles, it declined on a year-by-year basis throughout three
consecutive years — 2019, 2020, 2021. Clearly, in 2019 and 2020 the world wet bulk and especially
oil market collapsed with almost two times reduction of oil price in 2020 compared to 2018 (USD
41.96 per barrel of Brent crude oil vs USD 71.34). It recovered in 2021 back to 2018 level (Statista,
2024), however, the world oil and chemical seaborne trade still decreased in billion tonne-miles.

Oil and product tankers are normally employed as oil storage platforms during low oil prices
and subsequently low freight rates — something which was observed during the 1990s oil crisis
(Stopford, 2009) and later during the coronavirus crisis (Michail and Melas, 2020b). This explains
both the decrease of the world oil seaborne trade in 2019 and 2020, however, not the drop of tonne-
miles trade in 2021. This observation is worth expanding on and exploring: the tonne-milage of
tanker trade dropped in 2021, however, the tonnage of tanker trade increased within the same
period. Maths-driven explanation suggests that in this case milage decreased which means that oil
and oil products stored in tanker vessels in 2019-2020 when oil price plummeted appeared to be
located rather close to ultimate consumption markets, so the vessels did not need to cover high
distances to reach the cargo buyers further in 2021. From the geopolitics perspective, this might be
explained by the US easing sanctions against Iran during nuclear negotiations (Bard, n.d.) which
allowed Iranian oil to travel shorted distances to reach consumers in Europe and China.

After the disruption, the world oil trade was permanently growing, having reached all-period
high in tonne-miles in 2023 while in tonnes the all-period high level was retained by 2018. As
UNCTAD (2023) points out, in 2023 surged oil cargo distances were mainly driven by disruptions
caused by the Ukrainian war, since Europe turned to alternative than Russia energy suppliers while
the Russian Federation itself sought new export market for its crude oil and refined products.
Clarksons (2024) called this a helpful ‘distance kicker’ as 7% of oil and 10% of oil products tonne-
mile growth predetermined the biggest world trade tonne-mile increase since 2017 (5% in 2023 on
year-on-year basis).

To assess the significance and the role of different shipping segments, we calculated the
share of each segment (dry bulk, tanker and container trade) in the world seaborne trade and
evaluated their dynamics retrospectively. This was again performed twice for seaborne trade data
measured both in million tonnes and billion tonne-miles. The analysis suggests that the trends are
typical regardless of the units of measurements.

The dry bulk sector accounts for almost half of the shipping industry and it expanded over
the last 15 years — from 41% in tonnes and 45% in tonne-miles to 45% and 48% respectively. The
role of the containerized trade remains steady — around 15% of the world seaborne trade in both
units. The wet bulk trade’s share fell over the period under consideration — from 36% in tonnes and
30% in tonne-miles to 28% and 26% respectively.
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Table 1. Share of each segment (dry bulk, container trade, tanker) in the world seaborne
trade

Share of seaborne Share of seaborne Share of seaborne
Year dry bulk trade container trade tanker trade
€a In tonne- In In tonne- In tonne-
In tonnes . . In tonnes )
miles tonnes miles miles
2009 41% 45% 13% 14% 36% 30%
2023 45% 48% 15% 14% 28% 26%

Source: calculated by author on data retrieved by the Clarksons SIN.

Having analysed development of seaborne trade as a whole and of particular types of cargo,
for the sake of further critical comparison of the bulk, tanker and liner shipping segments, this paper
suggests considering the dynamics of development of world fleet as a whole and of particular vessel
types. Again, two units of measurement are utilized as we examine world fleet development in (a)
deadweight and (b) number of ships. The shares of each vessel type (bulk carrier, containership and
tanker) in the overall world fleet are calculated for 2009 and 2023 and summarized in Table 2.

Table 2. Shares of each vessel type (bulk carrier, containership, tanker) in the overall world
fleet in 2009 and 2023

Share of dry bulk S.hare o_f . Share of tankers in
o containerships in
carriers in world fleet world fleet
Year world fleet
In In In In In In
deadweight | numbers | deadweight | numbers | deadweight | numbers
2009 38% 16% 14% 10% 37% 26%
2023 45% 20% 15% 9% 32% 25%

Source: calculated by author on data retrieved by the Clarksons SIN.

Comparison between calculations outcome presented in Tables 1 and 2 suggests that
regardless of how we measure the market, the share of each segment is identical either in terms of
fleet deadweight or in terms of seaborne trade. As for the end of 2023, dry bulk sector occupies
around 45-48% of the shipping industry, containership segment — approximately 15%, and wet bulk
(tanker) sector — around 26-30%. Graphs 3-5 are constructed separately for each segment to
illustrate the pace of development of its share in the global shipping over the period of 2009-2023,
however, shares of vessel types in numbers are made redundant from the graphs being irrelevant for
the subject as above analysis confirms.
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Graph 3. Dry bulk segment: share of dry bulk trade in world seaborne trade and share of
bulk carriers in world fleet
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Source: calculated and compiled by author on data retrieved by the Clarksons SIN.

As seen, dry bulk carriers account for 20% of the world cargo fleet in number of vessels and
for 45% of the world cargo fleet in terms of cargo carrying capacity. Clearly, the share of dry bulk
carriers in the world fleet significantly expanded in the last 15 years. Dry bulk fleet is the only
vessel segment which demonstrated positive dynamics share wise over the considered period which
emphasizes the growing demand in transportation of dry bulk commodities. Major dry bulk cargoes
(iron ore, coal and grain) are predominantly consumed by construction of buildings and machinery
as well as bakery and factory farming (Stopford, 2009) — in fact pillars of modern consumption.
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Graph 4. Containership segment: share of seaborne container trade in world seaborne trade
and share of containerships in world fleet

Containership segment

17.00%
16.00%

15.00%

14,00%
13,00%
12,00%
11,00%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
—— Share of Seaborne Container Trade in World Seaborne Trade in tonnes

= Share of Seaborne Container Trade in World Seaborne Trade in tonne-miles
= Share of Total Containershipsin Total World Fleet in DWT

Source: calculated and compiled by author on data retrieved by the Clarksons SIN.

In turn, containerships were firm in respect of their weight in the world fleet — in 2023 they
occupied 15% of the cargo fleet in deadweight terms and 9% if counted in vessel units. As soon as
number of containerships had decreased since 2009 while cumulative containership deadweight
capacity had increased, the conclusion can be made that there is an overall upward trend of the
average size of containership during the period under examination. This trend indicates that
economies of scale principle is still actual for shipping and container trade in particular. The
demand for gigantic containerships is proven by figures: as of start of 2024, almost 80% of the
containership orderbook was for neopanamax tonnage and larger (8000 TEUs +) (Clarksons SIN).
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Graph 5. Tanker segment: share of seaborne tanker trade in world seaborne trade and share
of tankers in world fleet
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Source: calculated and compiled by author on data retrieved by the Clarksons SIN.

Shrinking share of tankers in the world fleet has been observed — tankers occupy 32% of the
world fleet in deadweight and 25% in vessel numbers. Since 2009 tankers have lost 5% of
deadweight and 1% of vessel units which underlines that the trend is towards reduction of the
average size of tankers. Wet bulk cargoes transportation gained lower significance for the shipping
industry and the world economy mainly due to decarbonization which is one of two primary mega-
trends stipulating the changes of the world of today (the second one is digitalisation).

With the fourth propulsion revolution on the march and development of future alternative
low- or zero-carbon fuels, such as LNG, ammonia, hydrogen, biofuels and electrofuels consumed
by and far beyond the maritime sector (DNV, 2022), the need in transportation of conventional oil
fuels gradually goes down. Furthermore, renewable energy derived from natural resources gains
momentum in various fields by substituting non-renewable fossil fuels. These are solar, ocean,
geothermal, wind energy and hydropower utilized for multiple industrial and household purposes
(United Nations, n.d.). Although full transition to ‘green’ and decarbonization to net zero cannot
happen overnight, above is in line with the global environmental regulatory framework and aimed
at hitting targets set up by the Kyoto Protocol (1998), the Paris Agreement (2015) (international
treaties covering climate change mitigation) and the Sustainable Development Goals established by
the United Nations (United Nations Development Program, n.d.).

As time passes, the power of environmental regulations and decarbonization initiatives
towards how modern shipping exists and develops will only grow. And it should be taken into
serious consideration not only by industry practitioners from a business perspective but also by
maritime economists examining seaborne trade. We observed that the growth rate of the seaborne
trade in tonnes was behind the growth rate of the world fleet. To expand on this issue, we divided
the annual volumes of global seaborne trade by the annual world fleet carrying capacity and the
outcome of the calculation is presented on graph 6.
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Graph 6. Tonne of global seaborne trade per world fleet deadweight capacity from 2009 to
2023

Tonne of trade per deadweight capacity

700 89 633

6.80 .

6.60 ] i - e |
641 639 637 (10 9 633 6.34

6.40
6.20
6.00
5.80
5.60
5.40
5,20

5.00

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Date in years

Source: calculated and compiled by author on data retrieved by the Clarksons SIN.

Clearly, there is a downward trend signifying that vessel’s space is as if utilized less
‘efficient’ since it carries lower amount of cargo. In fact, this is true mathematics wise, however, we
may name two major factors practically driving this. The first one is reduction of vessels’ speed
which is dictated by emission control rules entering in force and becoming more stringent literally
every year. The other factor is the increase of average haul. Average haul stands for the distance
travelled by cargo and is calculated by dividing world seaborne trade in million tonne-miles by
world seaborne capesize trade in million tonnes). Its increase is caused mainly by a shift of trade
patterns — obvious impact of the onset of the war in Ukraine. Graph 6 illustrates that tonne of trade
per vessels’ deadweight had not been increasing within 2009-2018, however, the downfall which
started in 2019 was incomparably sharper.

Another finding from the analysis is that three lines on each graph 3-5 follow the same trend
making all three indicators (share of fleet in deadweight tonnes, percentage of trade both in tonnes
and tonne-miles) equally valid to assess each market. It is especially valuable finding since, as far as
different cargoes have different stowage factors, meaning the same weight of different cargoes
requires different amount of space to be stored in, it is commonly accepted by maritime economists
that the most correct way is to measure demand for maritime transportation in tonne-miles, while
the total tonnage of cargoes that demand transportation is just one of the factors that constitute the
transportation demand. The performed research reveals that for the segments under examination and
during the period under examination both methods of seaborne trade volumes evaluation are valid
and could equally truly describe the share of each market in the shipping industry. It is
recommended for future research that this observation is further monitored and examined against its
persistence during forthcoming periods and for those shipping segments which were left out of
scope of the current paper.

Conclusions. This paper examined the dynamics and structural changes of the world
seaborne trade for the period of 2009-2023 with special attention to the major segments of the
shipping industry — dry bulk trade, containerized trade and tanker trade which account for almost
90% of the world seaborne trade. Impact of two recent external shocks — covid-19 pandemic and the
war in Ukraine — were specifically discussed. The research is of a descriptive and explanatory
nature and the following quantitative analysis techniques are employed: graphs, charts, descriptive
statistics, as well as comparative analysis.

81



Actual problems of international relations. Issue 158. 2024

For the sake of deep analysis from several angles, the volumes of seaborne trade within
2019-2023 were considered in tonnes and tonne-miles, the latter unit of measurement being the
most respected inside the community of maritime economists as it represents demand for maritime
transportation in the most appropriate fashion. The research suggested that whatever approach was
adopted with the aim to numerically assess the global seaborne trade, most of observations in
respect of behavior of the considered indicators persisted. Over the period under examination the
volume of the world seaborne trade demonstrated a general upward trend, except for 2020 and 2022
when it fell on a year-on-year basis. Dry bulk and container seaborne trades demonstrated the same
behavioral pattern, while the world oil and chemical seaborne trade experienced two consequent
drops earlier — in 2019 and 2020, after which the volume of tanker trade increased, although still
has not reached the all-period maximum observed in 2018.

As opposed to tonnes measurement, the dry bulk seaborne trade measured in tonne-miles
was under negative growth regime only once in 2022. As to tanker trade, it dropped both in 2019
and 2020 if measured in tonnes, while when in tonne-miles, it declined on a year-by-year basis
throughout three consecutive years — 2019, 2020, 2021.

Despite above observations, the conclusion should be made that volume wise the global
seaborne trade demonstrated healthy rebound from covid-19 and relatively quick adjustment to the
new geopolitical challenge posed by the outbreak of the Ukrainian war, i.e. high resilience and low
vulnerability (from 1 to 2 years max) of the global seaborne trade should be noted. The world
seaborne trade volumes have not, so far, been significantly affected by the war in Ukraine — just
shifts of trade patterns were observed.

Dry bulk trade appeared to demonstrate more sensitivity to the outbreak of the war in
Ukraine compared to the pandemic, mainly due to the role of Ukraine on the grain exports map.
However, the consumers of dry bulk cargoes (including the leading ones) managed to shift towards
alternative suppliers having improved the exporting positions of South and North American
countries while volumes of coal exported out of Russia remained stable.

Containerized trade reacted totally differently to both external shocks. While covid-19, after
a short-term slowdown, pushed the containership trade to unprecedented highs, the Ukrainian war
did not impact it much. Regionalization of containership activity and dominating role of intra-Asian
containerized trade predefined this. In container segment China and East Asian countries prevail as
players.

Tanker trade was affected by both external shocks. It clearly collapsed in 2019 and 2020.
Once oil prices regained ‘usual’ value, the world oil trade permanently normalized. Disruptions
caused by the Ukrainian war prompted European consumers to turn to alternative than Russia
energy suppliers while the Russian Federation itself sought new export market for its crude oil and
oil products. Tanker hauls increased, and as such, tanker trade measured in tonne-miles reached its
all-period high in 2023.

In addition, tonne of global seaborne trade per world fleet deadweight capacity was
calculated for the period under examination and this indicator followed the downward trend. We
identified two reasons behind that — emission compliance-driven decrease of vessels’ speed and
increase of average haul caused by trade patterns modifications, especially the most recent.

Furthermore, the dynamics of development of the world fleet of particular vessel types was
assessed and compared with the dynamics of development of seaborne trade of particular types of
cargo. The share of each segment (dry bulk, container trade and tanker) in the world seaborne trade
and the percentage of each vessel type (dry bulk carriers, containerships and tankers) in the overall
world fleet for the period of 2009-2023 was calculated and analyzed retrospectively. It was
ascertained that within the considered period the role of containership segment remained stable, the
role of dry bulk segment permanently increased while of tanker segment decreased.

It was confirmed that regardless of how the market was measured, the share of each segment
was identical. While the percentage of fleet in number of ships was not representative, the
percentage of fleet in deadweight tonnes, as well as the percentage of trade in tonnes and tonne-
miles could equally truly describe the share of each market in the shipping industry. As for the end

82



Axmyanvni npobaemu MidxcHapooHrux sionocur. Bunyck 158. 2024.

of 2023, dry bulk sector occupied around 45-48% of the shipping industry, containership segment —
approximately 15%, and wet bulk (tanker) sector — around 26-30%. Interestingly, after sharp growth
(1975-2007), since 2009 the share of containerships in total world fleet deadweight remained
steady. Dry bulk segment relentlessly improved its role in the global shipping over the period under
consideration while tanker sector shrank not least because of global attempts to decarbonize the
society and explore the alternative energy sources.
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Abstract. The article considers the problems related to the access of Ukrainian workers to
the labour market in the context of Ukraine’s accession to the EU. The authors identify potential
risks and issues that may arise during the negotiation process, including concerns about labour
market competition, the impact of migration on domestic employment, and the need to harmonize
labour laws and standards. It is also emphasized on the importance of addressing these issues in a
proactive and strategic manner to ensure that Ukrainian workers can fully enjoy the benefits of EU
membership. The paper argues that this can be achieved through measures such as the
establishment of transitional measures, the implementation of targeted policies to support labour
market integration and the adoption of mutually beneficial agreements on labour mobility.

Key words: migration policy, free movement for workers, labour market, European
integration, accession of Ukraine to the EU, labour mobility.

AHoTauiss. VYV cmammi posensoaromocs npobremu, No8’S3aHi  NUMAHHAM — OOCHMIYNY
VKPAIHCObKUX NpayiéHUKie 00 puHKy npayi 8 KoHmeKkcmi nepe2osopie Ykpainu npo eécmyn oo €C.
Asmopamu usHaueHi NOMEHYIUHI pUUKU Ma NpoOIeMHi NUMAHHA, AKI MOXCYMb GUHUKHYMU NiO
uac nepe2o8opHO20 Npoyecy, BKIYAIUY 3AHENOKOEHHS U000 KOHKYPEHYII Ha PUHKY npayi, 6Niugy
Miepayii Ha GHYMPIWHIO 3QUHAMICMb, A MAKONC HeoOXIOHOCmI 2apMOHI3ayii mpyo080o2o
3aKoHoOascmea ma cmanoapmis. Takodic HAONOULYEMbCA HA  BANCTUBOCNT BUDIUEHHS YUX
npoonrem y NpOAKMUGHUU ma cmpameiynuli cnocio, wod eapammyeamu, wo YKPAIHCbKI
NPAYi6HUKU 3MONCYMb NOGHOI0 MIpOl0 cKopucmamucs nepegazamu unencmea ¢ €C. YV cmammi
CMBEpOANCYEMBbCA, WO YbO20 MONCHA 00CSA2MU 3d 0ONOMO20I0 MAKUX 3ax00i8, SIK 8CMAHOBIEHHS
nepexioHux 3axo0is, 8NpoBaAONCeHHs YiNb08oi NOIIMUKU 01 NIOMPUMKU THMe2payii puHKy npayi
ma NPUUHAMMmMS 83AEMOBULIOHUX Y200 WOOO0 MOOLIbHOCMI pOOOYOI CUNU.
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KurouoBi cinoBa: micpayitina nonimuxa, 6iibHuL pyx npayi6HUKI8, puHOK npayi, €6PoneticbKa
inmeepayis, ecmyn Yxpainu 0o €C, mobinbHicms pooouoi cunu.

Introduction. The issue of Ukrainian workers’ access to the labour market in the context of
Ukraine’s negotiations on joining the EU within the framework of free movement is a complex and
multifaceted issue. It is of critical importance to identify and address the risks and challenges that
may arise during the negotiation phase. These include concerns about labour competition, the
impact of market migration on domestic employment, and the need to harmonise labour laws and
standards. It is of the utmost importance to address these issues proactively and strategically in
order to ensure that Ukrainian workers are able to fully benefit from EU membership. The potential
implementation of transitional measures, the formulation of targeted policies to facilitate labour
integration, and the conclusion of mutually beneficial agreements on labour mobility may become
pivotal in the context of the market negotiations on Chapter 2 ‘Free Movement for Workers’.

It is of the utmost importance to undertake a meticulous and methodical approach to ensure
that Ukraine is adequately prepared to navigate the intricate and often challenging process of
negotiating access to the EU labour market. By proactively addressing potential challenges and
complex issues, Ukraine can enhance its relationship with the EU and establish mutually beneficial
ties that align with the interests of both parties.

The purpose of the article. The objective of this article is to examine the potential strategies
that Ukraine could employ to effectively adapt to the free movement for workers within the
European Union. This includes an analysis of the current state, identification of challenges and
opportunities that emerge from the process, and consideration of prospects for further development.
It is important to consider a number of key aspects, including legislative and regulatory aspects,
economic and socio-cultural research, opportunities for market integration and civil society
development. The objective is to provide the government with specific recommendations to ensure
successful adaptation to new conditions, maintain competitiveness and ensure sustainable
development of the country.

Literature review. In the context of considering Ukraine’s adaptation strategies to the free
movement for workers in the European Union, a range of aspects of this issue were considered
using a variety of sources. The official information on the policy of free movement for workers in
the EU was analysed from sources from the European Commission (2020).

Kahanec and Zimmermann (2011) examined the relationship between international migration,
ethnic differences, and economic development, which is important for understanding the
consequences of migration for Ukraine and other countries. Lavenex and Ucarer (2004) represent a
significant contribution to the comprehension of external influences on European integration,
including migration processes and their investigation in member and candidate countries, including
Ukraine. Finally, OECD (2019) asserts the impact of migration on workers’ skills, which is crucial
for the development of adaptation strategies for Ukraine in the context of the free movement for
workers within the EU.

For greater context, the migration situation in Ukraine was also analysed, as well as the
factors that influence the decision of Ukrainian citizens to return from abroad. Predicting the
percentage of those who will return, as well as intentions, is quite difficult, as the situation changes
almost daily. The structure of refugees also remains an open question. At the same time, recent
works by Sologub (2024) and
Hrushetskyi (2024), as well as the analysis by Visit Ukraine, are worthy of note.

Main results of the research. Prior to the full-scale military invasion of Ukraine by Russia,
there were already numerous Ukrainian workers in the European Union. Many Ukrainians migrate
to EU countries in search of better economic opportunities, higher wages, and improved living
standards. According to various studies, Ukrainian migrants in Europe are often highly skilled and
well-educated, and they contribute significantly to the economies of their host countries. The study
of Ukrainian labour migration to Europe is an important area of research for understanding the
dynamics of migration and its impact on both sending and receiving countries. In 2021, citizens of

86



Axmyanvni npobaemu MidxcHapooHrux sionocur. Bunyck 158. 2024.

Ukraine received the highest number of first residence permits (875,782, or 29,7%), ahead of
citizens of Morocco (150,100, or 5%) and Belarus (149,000, or 5%). Further detailed information is
provided in Table 1.
Table 1
First residence permits issued in 2021

. . . . Amount of non-EU
First First residence permits issued, | ... . . .
. citizens in comparing with
Country residence by reason of employment (% opulation of the countr
permits issued of total permits issued) Pop % Y
Austria 47 892 8,2 0,5
Belgium 63 504 9,8 0,5
Bulgaria 11784 21,3 0,2
Croatia 33580 89,5 0,9
Cyprus 22 190 44,2 2,5
Czech
Republic 74 395 55,9 0,7
Denmark 28 149 40,4 0,5
Estonia 6 549 35,0 0,5
Finland 57 334 41,2 1,0
France 285 190 13,3 0,4
Germany 185 213 9,9 0,2
Greece 22 905 9,6 0,2
Hungary 58 115 67,0 0,6
Ireland 34 935 22,9 0,7
Italy 274 095 18,5 0,5
Latvia 8 183 45,3 0,4
Lithuania 20 977 76,0 0,7
Luxembourg 7076 27,1 1,1
Malta 14 358 56,1 2,8
Netherlands 103 580 20,1 0,6
Poland 967 345 81,7 2,6
Portugal 84 805 45,6 0,8
Romania 28 250 63,8 0,1
Slovakia 29 067 75,2 1,4
Slovenia 27 099 66,2 0,5
Spain 371778 23,7 0,8
Sweden 84 033 24,7 0,8
. thtiihlar 2 952 336 45 % 0,7 %
partict 875 782 87,9 % 0,2 %
— Ukrainians

Source: authors’ calculations based on Eurostat (2022, 2023)

Since the commencement of Russia’s comprehensive military incursion into Ukraine, Ukraine
has been confronted with a profound crisis of internal displacement. According to the United
Nations High Commissioner for Refugees, as of April 2023, 8 million Ukrainian citizens had left
Ukraine, of whom almost 5 million were currently registered in various protection programmes in
Europe. Poland accounts for approximately one-third of Ukrainian citizens registered in such
programmes. Conversely, the methodology assumes that the actual numbers may be lower. The data
is presented in greater detail in Table 2 below. As evidenced by the data presented in Table 2, the
proportion of refugees from Ukraine in relation to the local population is considerable.
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Table 2

Data related to refugees from Ukraine registered for Temporary Protection or similar
national protection schemes

Refugees from Share in total
Ukraine amount of ref_ugees Share of refugees
registered for from Ukraine from Ukraine in
Temporary registered for population of the
Country Data Date Protection or Tempo_rary country (adjusted for
similar national _Pr_otectlor_] or the number of
protection S'm"‘?‘r hational refugees), %
schemes protection schemes, ’
%
Austria 17.04.2023 95 993 1,9 1,1
Belgium 11.04.2023 70 157 1,4 0,6
Bulgaria | 18.04.2023 156 208 3,1 2,2
Croatia 07.04.2023 21 640 0,4 0,6
Cyprus 12.03.2023 21 842 0,4 2,4
Czech | 0 04.2023 504 107 10,0 4,6
Republic
Denmark | 10.04.2023 39 479 0,8 0,7
Estonia 10.04.2023 44 739 0,9 3,3
Finland 10.04.2023 53 318 1,1 1,0
France 31.10.2022 118 994 2,4 0,2
Germany | 25.03.2023 922 657 18,3 1,1
Greece 31.03.2023 22 704 0,5 0,2
Hungary | 18.04.2023 35030 0,7 0,4
Ireland 09.04.2023 80 085 1,6 1,6
Italy 17.03.2023 173 213 3,4 0,3
Latvia 11.04.2023 47 080 0,9 2,4
Lithuania | 11.04.2023 76 540 1,5 2,7
Luxembourg | 25.10.2022 6 756 0,1 1,0
Malta 19.02.2023 1744 0,0 0,3
Netherlands | 10.02.2023 89 730 1,8 0,5
Poland 16.04.2023 1583 563 31,4 4,0
Portugal 26.02.2023 58 242 1,2 0,6
Romania | 16.04.2023 126 711 2,5 0,7
Slovakia | 16.04.2023 114 192 2,3 5,1
Slovenia | 11.04.2023 9038 0,2 0,2
Spain 16.04.2023 173 829 3,4 0,4
Sweden 05.04.2023 53 957 1,1 0,5

Source: authors’ calculations based on United Nations High Commissioner for Refugees
(2023), Eurostat (2023), V. Botelho, H. Héagele (2023) (European Central Bank)

Concurrently, the issue of internally displaced persons remains a pressing concern. As of the
beginning of March 2023, the total number of internally displaced persons (IDPs) registered in
Ukraine was almost 5 million. Of these, almost 3.5 million were registered after 24 February 2022.
Concurrently, the International Organization for Migration has estimated that the actual number of
IDPs in Ukraine may reach 7.1 million. The majority of IDPs require assistance with housing,
employment, and social protection issues. According to the International Organisation for
Migration, as of the end of 2022, the majority of IDPs (approximately 55%) were women.
Additionally, one in four IDP families had individuals with disabilities, almost one in five families
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had children aged one to five, and approximately 70% of IDPs were currently unemployed. The
majority of IDPs (57.4%) are aged between 18 and 59. Of these, 32% are women and 25.4% are
men.

The issue of forecasting migration processes and their impact on the economy is a highly
sensitive one. This pertains to the potential intensification of migration processes following the
conclusion of a comprehensive conflict. It is not possible to make a definitive assertion that the
outflow of people will be insignificant, given that Ukraine is subjected to a terrorist attack on a
daily basis. Even under the most optimistic scenario, whereby the outflow of people is deemed to be
insignificant, the active phase of the war will result in a shrinking economy and reduced consumer
demand.

The aforementioned factors have collectively resulted in an imbalance between supply and
demand in the labour market, as well as significant demographic challenges that had been on the
rise even prior to the full-scale invasion. However, the invasion has precipitated a dramatic
deterioration in these challenges, with a significant proportion of jobs being physically destroyed
because of the destruction or temporary occupation of production facilities. Concurrently, as of
April 2023, there has been a partial recovery in the labour market, with the emergence of new
vacancies. Nevertheless, this recovery, while giving rise to cautiously optimistic forecasts, does not
remove from the agenda the issues of further development of the labour market, its structure, and, in
fact, the demographic picture of the population.

It is crucial to acknowledge that at the outset of the full-scale invasion, the EU took a hitherto
unprecedented step to address this issue. In its Communication ‘European solidarity with refugees
and those fleeing war in Ukraine’ of 8 March 2022, the Commission outlined the substantial
support that the EU had made available to assist individuals fleeing Russia’s invasion of Ukraine, as
well as the Member States receiving them. This encompasses direct humanitarian assistance,
emergency civil protection support, assistance at the border, and a clear legal status that allows
those fleeing the war to receive immediate protection within the EU. In its communication, entitled
‘“Welcoming those fleeing war in Ukraine’, in its Communication ‘Readying Europe to meet the
needs of 23 March 2022°, the Commission outlines measures to assist individuals fleeing Russia’s
invasion of Ukraine and to guarantee their effective access to their rights. The measures encompass
not only immediate measures to provide shelter, humanitarian aid, and access to healthcare, but also
actions to ensure that individuals are smoothly integrated into the host countries and have access to
education, housing, and employment.

Council Implementing Decision (EU) 2022/382, which activated the temporary protection
mechanism set out in the Council Directive 2001/55/EC of 20 July 2001 on minimum standards for
giving temporary protection in the event of a mass influx of displaced persons and on measures
promoting a balance of efforts between Member States in receiving such persons and bearing the
consequences thereof (hereinafter — Directive 2001/55/EC), provides people fleecing Russia’s
invasion of Ukraine with a clear legal status as soon as they arrive in the European Union. The
initial period of temporary protection will last for one year, with the possibility of automatic
renewal for a further six months on each occasion. Temporary protection encompasses a residence
permit, welfare support, healthcare, and access to housing, education, and employment. Article 12
of the Directive 2001/55/EC stipulates that Member States must permit individuals in a state of
temporary protection to engage in gainful employment or self-employment, provided that such
activities are subject to the relevant professional regulations. Furthermore, the Directive permits
individuals in a state of temporary protection to pursue educational opportunities for adults,
vocational training, and practical workplace experience.

It is important to highlight that the right to access the labour market is a fundamental aspect of
temporary protection. It has been demonstrated that non-EU nationals, and in particular refugees,
frequently occupy positions below their level of qualification. The provision of a straightforward
and expeditious recognition mechanism plays a pivotal role in ensuring that individuals in receipt of
temporary protection are able to engage in employment commensurate with their qualifications.
This facilitates their integration and leads to the optimal utilisation of their skills, benefiting both
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the individual and the host community. Furthermore, it ensures that individuals gain relevant
experience and skills during their period of temporary protection, which adds value to their
qualifications when they return to their home country. Considering the aforementioned
circumstances, the European Commission has adopted Recommendation No 2022/554 of 5 April
2022 on the recognition of qualifications for individuals fleeing the invasion of Ukraine by Russia.

Furthermore, the EU introduced the EU Talent Fund pilot project, which has become a widely
implemented initiative. Ukraine is profoundly grateful to the partner countries for their support in
this regard. This has facilitated the employment of Ukrainians and, to a certain extent, their
financial self-sufficiency. A considerable number of Ukrainian nationals have established
businesses and are paying taxes in host countries. Furthermore, it is important to acknowledge that a
significant number of businesses have relocated abroad. It is also important to note that partial
integration of Ukrainian workers and businesses has already taken place, although it is currently
temporary. This is in accordance with the provisions of Directive 2001/55/EC. It is important to
note that this directive is not the sole source of integration of Ukrainians into the EU labour market.
For instance, Article 26 of the Directive 2011/95/EU of the European Parliament and of the Council
of 13 December 2011 on standards for the qualification of third-country nationals or stateless
persons as beneficiaries of international protection, for a uniform status for refugees or for persons
eligible for subsidiary protection, and for the content of the protection granted (recast) requires
Member States to permit beneficiaries of international protection to engage in employed or self-
employed activities under the same rules that apply to nationals. Furthermore, Member States are
obliged to provide educational opportunities, vocational training, practical workplace experience,
and counselling services to these individuals on an equivalent basis to that afforded to nationals.
Furthermore, the article stipulates that Member States should endeavour to facilitate full access to
these activities. Finally, the legislation in force in the Member States regarding remuneration, social
security systems, and other employment conditions must be applied to beneficiaries of international
protection.

It is important to note that despite the lack of comprehensive data on Ukrainian employment
in all EU Member States in 2022, it is clear that a significant proportion of refugees are
economically active. A survey of adult respondents conducted by the United Nations High
Commissioner for Refugees between October 2022 and February 2023 revealed that 86% of
respondents were women, the majority of whom had children. A total of 20,009 respondents were
included in the survey, corresponding to 47,502 household members. Seventy-nine percent of
respondents had completed higher education, while sixty percent were employed or self-employed
at the time of leaving Ukraine. Currently, thirty-six percent of respondents are employed in the host
country or work remotely or are self-employed. A total of 52% of respondents were aged between
18 and 59, with 42% being women and 10% being men. This indicates that most respondents were
in the economically active age group.

It is estimated that Ukraine will require approximately 4.5 million additional workers to
achieve an annual growth rate of 7% during the post-war reconstruction period. The following
assumptions are made for this model: annual productivity growth of 2.7%, annual labour force
decline of 1.6%, unemployment rate of approximately 18% in 2022 and 5-8% in 2032; the number
of returning refugees is approximately 2 million. Consequently, Ukraine is experiencing a severe
shortage of human resources. Considering the potential labour shortage, it can be concluded that
Ukraine’s domestic resources are insufficient to overcome this challenge. To achieve the GDP
growth targets, it is necessary to utilise both domestic and external labour resources. The policy
should concentrate on the retention and development of the Ukrainian population, the return of
those Ukrainians who have remained abroad, and the attraction of foreign labour. Furthermore,
government policy should facilitate the enhancement of the efficiency and productivity of the talent
attracted.

It is important to acknowledge that the proportion of Ukrainians who will never return home
is contingent upon the duration of the hostilities and the extent to which our refugees perceive the
possibility of recovery. Nevertheless, Ukraine’s candidacy for membership in the European Union
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serves as a clear indication to Ukrainians regarding the viability of returning home. Furthermore,
the actions of the government in terms of post-war reconstruction, housing, and job creation will
also play a significant role in determining the extent to which those who have been displaced
choose to return home. The government, in collaboration with other branches of government and
international partners, is engaged in a systematic effort to demonstrate a prospective vision to
Ukrainians. The government, in collaboration with other branches of government and international
partners, is already engaged in efforts to ensure that Ukrainian citizens will have adequate living
conditions upon their return to their homeland.

The potential for all Ukrainians to work in the EU without bureaucratic impediments could
provide refugees with the assurance that, should they choose to return to Ukraine, they will be able
to return to the EU later should they so desire. This will result in refugees who may be reluctant to
return to Ukraine due to uncertainty about their prospects in Ukraine and concerns that they will not
be able to return after leaving the EU, as well as concerns about losing their status in the EU, being
more inclined to return to Ukraine, as they can always return if they do not like life in Ukraine. It
should be noted that this return will be within the framework of the free movement for workers,
rather than in the context of refugee and temporary protection.

Despite millions of refugees from Ukraine the overall unemployment in the EU (percentage of
population in the labour force) decreased from 6.9% in 2021 to 6.0 in 2022 and 5.8 in 2023
according to Eurostat (2024). But since the refugees were unevenly distributed in the Member
States, it is necessary to calculate the correlation between the change in unemployment (in 20021-
2022 and 2022-2023) and the share of refugees from Ukraine in population of a Member State (as
noted in Table 2). The correlation in 2022 was weak positive (0.23), i.e., larger number of refugees
was associated with smaller decrease in unemployment. But in 2023 it the correlation became even
weaker (0.15). And both correlations are insignificant, therefore we do not find sufficient evidence
that Ukrainian refugees negatively affected employment in the EU by substituting local staff. This
may be a reason in favour of avoiding imposing transition period before the EU market is opened
for the Ukrainian citizen after its potential accession, as it was practiced during the previous
accession of less developed new member states.

It is evident that Ukraine is confronted with considerable challenges and tasks on the path to
reconstruction and the return of its citizens. The extraordinary assistance provided by our partner
countries, international organisations and the measures taken by the Government of Ukraine to
support citizens affected by Russia’s military aggression have made it possible to support Ukrainian
citizens and provide them with all the most necessary things today.

It is the responsibility of the Government of Ukraine to ensure the preservation of these
individuals within the context of Ukrainian society and to facilitate their return. This necessitates
the implementation of a multifaceted approach, encompassing measures to guarantee security and
stimulate economic growth, as well as the reconstruction and further integration of Ukraine into the
European Union and other leading global institutions. These efforts are being pursued in
collaboration with relevant stakeholders.

The negotiation process for Ukraine’s accession to the European Union is a complex and
multifaceted process that requires careful consideration and planning. The shaping of Ukraine’s
negotiating position represents a pivotal stage in this process, as it entails the identification of the
country’s priorities, the establishment of realistic objectives, and the formulation of strategies for
their attainment. This section will examine the key factors that must be considered when shaping
Ukraine’s negotiating position. These include the country’s economic, political, and social context,
as well as the EU’s priorities and expectations. Furthermore, this section will examine the various
strategies that Ukraine can adopt to enhance its negotiating leverage and achieve its long-term
objectives. By understanding these factors and developing a well-considered negotiating position,
Ukraine can enhance its prospects of successful accession to the European Union and achieve
mutual benefits.

As previously stated, Ukraine should be aware that there may be some reservations about the
opening of labour markets in EU Member States. Nevertheless, Ukraine can present several
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arguments to demonstrate that opening the labour markets in the context of free movement for
workers of EU Member States would be mutually beneficial:

1) The Treaty of Accession of Denmark, Ireland and the United Kingdom (1972), the Treaty
of Accession of Greece (1979), the Treaty of Accession of Spain and Portugal (1985), the Treaty of
Accession of Austria, Finland and Sweden (1994), the Treaty of Accession of the Czech Republic,
Estonia, Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, Slovenia and Slovakia (2003 the
Treaty of Accession of the Republic of Bulgaria and Romania (2005), the Treaty of Accession of
Croatia (2012), and the experience of EU enlargements in the context of freedom of movement for
workers, it can be reasonably assumed that the reservations made to a number of countries to which
the transition period was applied are not entirely relevant in the case of Ukraine. In previous EU
enlargements, several countries were considered to have a high migration potential. However, the
effects of European integration have shown that the warnings were in fact in vain, and there was no
catastrophe on national labour markets. Instead, after the end of the transition periods, the countries
became more closely integrated. The impact of enlargement and increased inflows of workers on
destination countries has been overwhelmingly positive for the economy and did not have serious
negative side effects on the labour market, according to two reports from the European
Commission. The free movement for workers is contributing to the eradication of undeclared work.
Empirical studies have demonstrated that east-west intra-EU labour mobility has had a negligible or
positive impact on local workers’ wages and employment. However, the global economic crisis that
began in 2008 resulted in a reduction in the number of workers from recently acceded countries
entering the EU-15 countries. This was due to a decline in labour demand, and even to some return
migration. The impact of increased workers’ mobility on origin countries is complex. While there
has been a reduction in unemployment, there has also been an increased risk of brain drain and skill
shortages in specific sectors. Nevertheless, younger migrants may not permanently relocate, but
rather temporarily. Upon returning home, they are able to utilise their acquired language skills to
pursue more internationally oriented employment opportunities. Furthermore, Ukrainians and their
work culture are already well-known to EU Member States, and in some sectors of the EU Member
States’ economies, labour from Ukraine constitutes a significant factor. The question remains as to
what will happen after the Temporary Protection Directive expires, given that a significant
proportion of Ukrainian refugees have already been integrated into the labour markets of EU
Member States.

2) The second argument for opening the labour markets of EU Member States is based on the
observation that the prototype of free movement has partially worked. This has led to the EU
Member States attracting Ukrainian workers, integrating them into their societies, and so on. In
other words, prior to the expiration of Directive 2001/55/EC, Ukrainians have already begun to
participate in the labour markets of EU Member States, which is beneficial for both parties. The EU
receives workers, while Ukraine receives support from these workers, who either remit funds to
their relatives who remain in Ukraine or donate to the Ukrainian army and post-war reconstruction
of Ukraine, or act as Ukraine’s soft power. Consequently, as Ukrainians become increasingly
familiar with the labour markets of EU Member States, Europeans are also becoming accustomed to
Ukrainians. Integration at this level has already occurred to a certain extent due to the large number
of Ukrainian refugees in Europe. This is because Ukrainians regularly travelled to EU Member
States for employment before the full-scale war.

3) Ukraine has the potential for significant economic growth, and free access to the EU labour
market could contribute to the development and increase of employment. This could result in
increased production and incomes, which in turn could expand the market for EU products and
Services.

4) Free access to the EU labour market can facilitate the acquisition of new knowledge and
skills among Ukrainians, particularly in the field of technology and innovation. This will serve as an
additional resource for Ukraine’s post-war recovery. A prosperous Ukraine is beneficial to the EU,
and the growth of its potential is therefore a positive development for the EU as well.
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5) Opening the labour market to Ukrainians could facilitate cultural exchange between
Ukraine and the EU. Such an initiative could facilitate mutual understanding between peoples,
encourage intercultural dialogue, and contribute to the construction of a unified European
community.

6) The potential for Ukrainian citizens to work in the EU without encountering significant
bureaucratic and legal obstacles could provide refugees with the assurance that, should they choose
to return to Ukraine, they would be able to re-enter the EU should they so desire. This will result in
refugees who may be reluctant to return to Ukraine due to uncertainty about their prospects in
Ukraine and concerns that they will not be able to return after leaving the EU, as well as concerns
about losing their status in the EU, being more inclined to return to Ukraine, as they can always
return if they do not like life in Ukraine. It should be noted that this will be a return within the
framework of the free movement for workers, rather than in the context of refugee and temporary
protection. Furthermore, the European Union’s fundamental principle of a common labour market
necessitates that Ukraine’s integration into the EU will eventually require the integration of its
labour market.

The opening of the EU labour market to Ukrainians has the potential to yield numerous
benefits for both parties, including economic growth and enhanced international security.
Nevertheless, it is of the utmost importance to ensure that Ukrainian workers are adequately trained
and that their rights are protected in EU countries. This is necessary to guarantee the success of this
process and to conduct appropriate outreach to the societies of EU Member States. Ukraine should
be aware that some EU Member States may require transitional periods and other adjustments, but it
is prepared for the possibility that some countries, those with robust trade unions, may prefer a
gradual opening of their labour markets to prevent social dumping. Concurrently, Ukraine can
advocate for the pursuit of non-standard solutions that may extend beyond the standard timeframe,
such as the establishment of circular migration models. The implementation of circular migration
models could prove beneficial in the context of Ukraine’s efforts to engage its citizens in post-war
reconstruction, given the country’s current shortage of labour. It is imperative that Ukraine
cooperate with its European partners to facilitate the return of its citizens after the war. Should
Ukrainian refugees remain abroad, the Ukrainian economy will suffer significant losses. In essence,
assisting Ukraine in the repatriation of its citizens who have sought refuge abroad will be a
significant boon to the country. While European countries will directly benefit from the economic
benefits of Ukrainians remaining abroad, there will be indirect benefits for Europe if they return
home. The return of refugees will reinforce Ukraine’s economy and permit it to direct more
resources towards security and reconstruction.

Conclusions. The accession of Ukraine to the EU common labour market may be regarded as
a strategic interest, in accordance with the principles of European integration. This will facilitate
Ukraine’s ability to attract additional labour, which is essential for post-war recovery and economic
growth. The establishment of a common labour market will create a favourable business climate for
all parties involved, particularly during the post-war recovery period. Furthermore, it will permit
investors to attract the labour they require without restriction. The opening of the EU labour market
to Ukrainians could have a multitude of positive consequences for both parties, but it is of the
utmost importance to ensure that Ukrainian workers’ rights are protected in EU countries and that
they are adequately trained. Additionally, Ukraine should consider adopting non-traditional
solutions, such as circular migration models, to facilitate the return of Ukrainian refugees following
the conflict. In conclusion, assisting Ukraine in the repatriation of refugees following the conflict
will be a significant benefit to Ukraine and Europe. It will reinforce Ukraine’s economy and
facilitate greater investment in security and reconstruction.
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Abstract. Neobanks are dominant in the development of the financial sector of the leading
countries of the world, the financial sector of Switzerland is no exception. The purpose of the article
is @ comprehensive study of the ways in which neo-banks change the Swiss banking sphere, namely
the influence of neo-banks on the competitive environment and the behavior of Swiss consumers of
banking services. The article examines the dynamic neobank market in Switzerland, analyzing data
from the Statista and Swiss Payment Monitor platforms. A significant growth potential of this
segment has been revealed, with an expected increase in the value of transactions to 109.7 billion
USD by 2028. The article reveals the main areas of use of neobank services by the Swiss, including
online payments, cash withdrawals, P2P transfers, bank transfers, cryptocurrency exchange ,
budgeting, donations and insurance. A comparative analysis of neobanks Neon, Revolut, Yuh, CSX,
Wise, Yapeal, Zak based on data from the Moneyland.ch analytical platform revealed the most
favorable offers for cards, interest rates and accounts. Investigated the cost of cash withdrawals
and payments in different currencies, identifying Neon and Revolut as key options for users of
neobank services in Switzerland. The article outlines the prospects for the development of neobanks
in Switzerland, emphasizing the importance of technological innovation, focus on customer
experience and competitive advantage. At the same time, challenges related to regulatory
requirements, competition and the need to strengthen customer trust are noted. Overall, the study
confirms that non-banks are playing an increasingly important role in the Swiss financial sector,
offering innovative solutions and contributing to the development of the digital economy. The
proposed article can be useful to professional researchers and analysts, banking institutions,
business associations, regulators, international financial organizations. Further research in this
area is expected in the direction of studying the specifics of the impact of regulation on the
development prospects of neobanks in Switzerland.

Key words: neobanks, Switzerland, transformation of the financial sector, innovation,
regulation, user behavior.
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AHotania. Heobanku € 0OMiHAHmMO0 po36UmKy QiHAHCOB020 CeKMOpY NPOBIOHUX KpaiH
ceimy, He € uKkntoueHHAM inancosuti cekmop Lllgetiyapii. Memowo cmammi € KOMNIEKCHOMY
BUBYEHHIO HANPAMKIB, AK HeoOaHKu 3MiHlomb Oaukiecvky cegepy Llseliyapii, a came éniugy
HeobaHKi6 HA KOHKYpeHmHe cepedosulye ma no8eoiHKy WEeUyapCcbKux Cnoicuéadis OAHKIGCLKUX
nocaye. Cmamms 00cnioxcye OuHamiuHuti puHok Heobamukie y Illgetiyapii, auanizyrouu oami
niamegopm Statista ma Swiss Payment Monitor. Buseneno 3uaunuii nomeHnyian 3p0CmManHsi Ybo2o
ceemenma, 3 O4iKy8auum 30inbueHuam eapmocmi mpansaxyiv 0o 109,7 mapo oon CLLIA oo 2028 p..
Cmamms po3Kpusae OCHOBHI HANPAMKU BUKOPUCMAHHA CEpeici8 HeoOaHKIe weetiyapysamu,
BKIIOYAIOYU  OHAQUH-NAamedici, 3uamms 2comieku, P2P-nepexasu, 6auKiécbKi nepexasu, 0OMIH
Kpunmoganom, 0r10xcemyeanus, noxcepmeu ma cmpaxysauus. llopieuanonuti ananiz HeoOAHKIE
Neon, Revolut, Yuh, CSX, Wise, Yapeal, Zak na ocnosi Oanux awnarimuynoi niamgopmu
Moneyland.ch suseus natigueioniui npono3uyii w000 Kapmox, NPOYeHMHUX CMABOK Ma PAxXyHKI6.
Locniosxceno sapmicmov 3HAMMA 2O0MIGKU MA NIAMENCIE ) PIZHUX 8ANIOMAX, susHadyusuiu Neon ma
Revolut sx wxnouosux onyiti 0ns Kopucmyeauie cepgicie Heobankie 6 I[llsetiyapii. Cmamms
OKpecnoeE nepcnekmusu  po3sumky Heooawnxie y Illgeliyapii, niokpecatowouu 8axiciugicmo
MEeXHON02IUHUX [HHOB8AaYIU, (OKYCY HA KIIEHMCbKOMY O00C8i0i mMa KOHKYpDeHmHUX nepesae.
Boomnouac, 3asnauaiomocs euxkiuku, nog'sizani 3 pe2yiamopHUMU 6UMO2aMU, KOHKYDEHYIEIo ma
HeobXiOHicmIo 3MiyHeHHs 008ipu Kiienmis. 3a2anrom, 00CHiONHCEeHHS NiOMBEPOIHCYE, U0 HeoOAHKU
gidieparoms 0eoai 8axcausiuly poasv y ghinancosomy cekmopi Llleetiyapii, npononyrouu inHo8ayititi
PpillenHs ma cnpusiouu po3sumxy Yu@posoi exonomixu. 3anpononoeana cmamms modice Oymu
KOPUCHOIO (haxoeum OOCTIOHUKAM | AHANTMUKAM, OAHKIBCbKUM YCMAHO8AM, OIi3Hec-acoyiayiim,
pe2yiamopam, MidiCHapoOHum inancosum opeanizayiam. Ilooanvuii 0ocniodxicenns 6 OaHiu YapuHi
nepeodauaomvbcs 8 HANPAMKY 6UGUEHHS OCOOIUBOCMEl GNIUGY Pe2YNI08AHH HA NepCneKmueu
po38umky Heobamkis 6 lllsetiyapii.

KawuoBi caoBa: neobanku, I[llgetiyapia, mpancghopmayia @inancoeoco cekmopy,
iHHOBaYii, pe2ynt08aH s, NOBEOIHKA KOPUCMY8ayd.

Introduction. The modern Swiss financial market is undergoing significant transformations
under the influence of the rapid development of neobanks. These online-only digital financial
institutions offer innovative services and products, challenging traditional banking models.
Neobanks, thanks to their flexibility, technological orientation and customer orientation, are gaining
more and more popularity among Swiss users, especially among young people. Accordingly, it is
important to investigate the transformation of banking in Switzerland under the influence of
neobanks. In particular, it is important to analyze the impact of neobanks on the competitive
environment, consumer behavior, innovation and regulatory aspects. In this context, the question of
the competitive environment is key, namely how neobanks affect traditional banks and their
business models. An important issue, among other things, is the strategies used by traditional banks
to adapt to new conditions. In addition, consumer behavior is a key factor, namely what factors
influence consumers' choice between traditional banks and non-banks. It is important to study the
expectations and requirements of consumers for financial services. Another important question is
what innovative products and services neobank offers, and how these innovations affect the
development of the banking sector as a whole. All this determines the relevance of this study. The
results of the study will allow a deeper understanding of the transformation of the Swiss banking
sector under the influence of neobanks and formulate recommendations for banks, regulatory
authorities and other stakeholders.

The purpose of the article is a comprehensive analysis of the transformation of banking
activity in Switzerland under the influence of neobanks in terms of the influence of neobanks on the
competitive environment and changes in the behavior of consumers of banking services of
neobanks in Switzerland.

Literature review. Neobanks, which are essentially digital banks without physical
branches, are rapidly gaining popularity in developed and transition economies, changing the
traditional banking sector. In this context, Sardar & Anjaria (2023) consider non-banks as catalysts
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of change in the banking sector. The authors analyze in detail the advantages of neobanks, such as
convenience, personalized approach and innovative technologies, which attract customers,
especially the younger generation. The article also highlights the challenges that neobanks face,
including regulatory issues and competition with traditional banks. Kusnawi et al. (2023) focus on
the perception of neobanks in Indonesia using sentiment analysis based on support vector algorithm.
The research reveals mostly positive feedback from customers regarding digital banking services,
convenience and ease of use. However, some customers have expressed concerns about data
security and privacy. Soumady (2022) examines the potential of neo-banks to transform India's
banking landscape. The author notes that neo-banks, thanks to their flexibility and customer
orientation, can win a significant share of the market, especially among the younger generation and
poor segments of the population. However, the paper also notes that regulatory constraints and
insufficient financial literacy may hinder the growth of neobanks. Neobanking, as a new direction
of financial technologies, is attracting more and more attention from researchers and practitioners
all over the world. This literature review examines three key works examining the concept,
challenges and global practices of neobanking, as well as the current state of neobanking in the US
and European countries, and the future of neobanking. Ziouache & Bouteraa (2023) provide a
detailed description of the concept of neobanking, including its definition, key characteristics and
differences from traditional banks. The authors also analyze the main challenges faced by neo-
banks, such as regulatory restrictions, cyber security and competition with traditional banks. In
addition, the article examines global practices of neobanking, including examples of successful
neobanks from different countries of the world. Shuba & Lotkina (2022) focus on the current state
of neobanking in the US and European countries. The authors analyze the specifics of the
development of neobanking in these regions, including the regulatory framework, competitive
environment and consumer preferences. The article also examines successful cases of neobanks in
the USA and Europe and identifies the key factors of their success. Banga et al. (2023) provide an
overview of the key growth drivers of neobanks in terms of the value proposition for the target
audience. The authors examine factors contributing to the rapid growth of neobanks, such as
digitalization, changing consumer preferences, and innovative technologies. The work also
examines the potential directions of development of neobanks in the future, including the expansion
of the range of services, partnerships with traditional banks and the use of artificial intelligence and
blockchain. Aisyah, N.R. et al. (2023) conduct a user experience (UX) analysis of a neobank
application using heart rates as indicators of users' emotional reactions. The authors found that
indicators of the user's state (heart rate, etc.) can be used to assess user satisfaction, their
engagement and the level of stress during interaction with the application. This study deepens the
understanding of UX in financial technology. Rocchi, J.M. (2021) examines the strategic aspects of
the creation and development of a successful neobank. The author outlines key success factors such
as product differentiation, effective use of technology, customer focus, and building a strong brand
identity. The author also emphasizes the importance of innovation and adaptation to the rapidly
changing market of financial services.

However, the specifics of the development of neobanks and the resulting changes in the
Swiss financial sector have not been sufficiently considered and require additional study.

Main results of research. Analysis of the Swiss banking services market and the role of
neo-banks in the Swiss financial sector based on the data of the analytical platform Statista (2024)
for 2024 with a forecast until 2028 demonstrates the significant growth potential of this innovative
segment of the financial sector. According to forecasts, the value of transactions in 2024 will reach
63.94 billion US dollars, and by 2028 it is expected to increase to 109.71 billion US dollars. In
terms of the average annual growth rate, this is growth at the level of 14.45%. This underlines the
rapid development of neobanking and its growing role in the Swiss financial sector. The average
transaction value per user in 2024 is USD 40.21 thousand, which indicates high involvement and
activity of neobanking users in Switzerland. In addition, growth in the number of users of Swiss
neobank services is expected at the level of 2.08 million people by 2028, which indicates the
growing popularity and trust in digital banking solutions. The penetration of neobanking services
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among the Swiss population also shows positive dynamics - in 2024, the level of penetration of
neobank services in Switzerland is 17.90%, and by 2028, the indicator is expected to grow to
22.88%. This confirms that more and more Swiss people are gravitating towards banking solutions
based on the convenience, affordability and innovative features offered by non-banks.

Let's consider the main areas of use of the services of neobanks among the Swiss. Based on
data from the Swiss Payment Monitor (2020), we will analyze how Swiss users use non-banks and
which services are the most and least popular. The data show that the Swiss actively use non-banks
for various financial transactions. Online payment (67% of respondents) is a key service of
neobanks in Switzerland. Neobanks have become a convenient tool for everyday payments, both
online and in retail networks. Cash withdrawal as a service of neobanks is noted by 38% of
respondents — despite the digital nature of neobanks, cash withdrawal remains an important service
for users. Fast and convenient P2P transfers transfers between users are one of the key advantages
of neobanks (36% of respondents). Bank transfers of neobanks are used by every fifth (27% of
respondents) according to the research. The growing interest in cryptocurrencies is reflected in the
use of neobanks for their exchange (18% of respondents). Budgeting tools in non-banks have not
become widespread with 9% of respondents noting the use of this tool. A small number of users
(5% of respondents) use non-banks to make donations. Insurance services (3% of respondents)
remain a niche service for neobanks. Data from the Swiss Payment Monitor (2020) demonstrate that
non-banks have successfully integrated into the financial decisions of the Swiss. The services of
neobanks in Switzerland are used for a wide range of operations, from daily payments to
investments in cryptocurrencies. However, there is potential for further development, especially in
the field of budgeting, insurance services and other niche offerings.

For comparison, the largest neo-banking market in the world — the United States — has a
transaction value of USD 1,785 billion in 2024 (Swiss Payment Monitor, 2020). Although the Swiss
neobanking market is much smaller in size, Swiss neobanking shows significant growth rates and
development potential. The high average transaction cost per user and growing market penetration
underscore the importance of the neobanking segment to the country's financial sector and its ability
to meet the needs of today's financial service consumers. Given these trends, neobanks have the
opportunity to become key players in the Swiss financial market, offering innovative solutions and
contributing to the development of the digital economy.

Analytical platform moneyland.ch analyzed offers from Swiss neobanks. Neobanks Neon
and Revolut received the highest marks for card usage. In terms of interest rates and accounts,
neobank Yuh leads the way. Data from a moneyland.ch study showed that neobank cards are
significantly cheaper than most credit cards from traditional banks when it comes to paying abroad.

The analytical platform Moneyland.ch (2023) compared the cost of cash withdrawals and
payments in euros and US dollars in Switzerland and abroad. The non-banks CSX (Credit Suisse),
Neon, Revolut, Wise, Yapeal, Yuh (Swissquote and Postfinance) and Zak (Bank Cler) participated
in the comparison. The following user profile is created: annually the user of the profile makes
payments in the amount of 10,000 Swiss francs in Switzerland using a non-bank card (usually a
debit card), and also makes transactions during travel with the equivalent of 2,000 Swiss francs in
transactions in the equivalent of euros, US dollars , and also withdraws cash from 6 ATMs abroad,
including 1 ATM in Switzerland. The cheapest options are the Neon Free account from the Swiss
neobank Neon and the Standard account from the international neobank Revolut. For consumers
who fit the profile, the total cost of using neobank accounts is 57 Swiss francs. In addition, there is
an account from the Swiss neobank Yapeal and the international neobank Wise; both have a total
account usage fee of 69 Swiss francs. In terms of the studied user profile of neobanks in
Switzerland, the most expensive neobank accounts are Zak Plus (318 Swiss francs) and CSX Black
Debit Mastercard (264 Swiss francs).

In this context, we will present an analysis of the user profile of neobanking in Switzerland.
The analytical platform Moneyland.ch (2023) used the following user profile to compare the cost of
bank accounts and card transactions — the user uses his non-bank account to pay bills and receive
wages. Every year, the user makes 50 outgoing and 20 incoming bank transfers through neobank
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services. They also have periodic rent payments that are paid monthly. The average balance in their
personal account is 5 thousand Swiss francs. According to this profile, neobank Yuh is the most
affordable, the total cost of use is 51 Swiss francs per year after interest. Neon ranks second with a
total cost of CHF 57 per year. Yapeal ranks third with a total cost of CHF 111 per year. The two
most expensive accounts are Credit Suisse CSX Black Debit Mastercard (CHF 264 per year) and
Zak Plus (CHF 281 per year). Most of the neobanks presented in the comparison offer accounts
without a basic account maintenance fee. All this points to the specifics of the demand for
neobanking services in Switzerland and opportunities for further modeling of the neobank value
proposition for the Swiss user.

We will highlight the main prospects for the development of neobanks in Switzerland and
changes in the country's financial sector under the influence of technological development.
Neobanks in Switzerland are developing rapidly, changing the traditional banking environment.
Success is determined by several key factors and innovative directions of development. In
particular, these changes are made possible by technological innovation and a focus on customer
experience. Neobanks offer convenient mobile applications, use artificial intelligence for
personalized financial advice and integrate with other financial services through open banking.
Neobanks attract customers with simplicity, transparency and lower tariffs, offering a wide range of
innovative products. The target audience includes young people, small and medium-sized
enterprises, as well as international customers. Despite the significant potential for growth, Swiss
non-banks face regulatory requirements and high competition. In order to succeed in the market,
non-banks must overcome these challenges, strengthen customer trust and continue to innovate,
adapting to the needs of the ever-changing market. Let's summarize the results of the analysis in
Table. 1.

Table 1
The main directions of the development of the financial sector of Switzerland in the
context of neobanks

Directions \ Comments
Technological innovations as the main driver of the development of neobanks
Mobile banking Neobanks focus on convenient mobile

applications that allow customers to manage
their finances from anywhere.

Open Banking Integration with other financial services and
applications through APIs, which expands
functionality and convenience for customers.

Blokchain Neo-banks are considering solutions for using
blockchain to improve the security and
transparency of transactions.

Al Using artificial intelligence for personalized
financial advice, cost analysis and fraud
detection.

Focus on customer experience as a competitive advantage of neobanks

Simplicity and convenience Intuitive interfaces, quick registration and
easy access to all functions.

Personalization Offers products and services that meet the
individual needs of customers.

Round-the-clock support Respond quickly to customer inquiries via

chat, email or phone.

Competitive advantages of neobanks in Switzerland

Lower tariffs Due to the absence of physical branches and
optimization of processes, non-banks can
offer lower fees and interest rates.
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Transparency Clear information about tariffs and conditions
without hidden fees.
Innovative products In addition to basic banking services,

neobanks  offer  investment accounts,
cryptocurrency transactions, insurance and
other financial products.

Target audiences of neobanks in Switzerland

Young people Young people who value technology,
convenience and innovation will gravitate
towards neobanks.

Small and medium business Businesses looking for an alternative to
traditional banks with more flexible terms
and digital solutions.

International clients People who often travel or work abroad and
need convenient international transfers and
multi-currency accounts.

Challenges and prospects of neobanks in Switzerland

Regulatory requirements Neobanks must adhere to strict financial
norms and rules, which can complicate their
operations.

Competition The growing number of neobanks and

traditional banks developing digital services
creates high competition in the market.

Customer trust Some customers still prefer traditional banks
because of their reputation and physical
presence.

Source: own analysis.

Swiss non-banks have significant potential for further growth. Through innovation,
customer focus and competitive advantage, neobanks can attract new customer segments and
change the banking industry. However, in order to develop successfully, they must overcome
regulatory challenges, withstand competition and strengthen customer confidence.

Conclusions. A study of the Swiss banking services market revealed a significant growth
potential of the neobank segment. According to forecasts, the value of transactions in this sector
will increase from $63.94 billion. USA in 2024 to 109.70 billion dollars. USA in 2028, which
confirms the growing popularity and trust in digital banking solutions. Analysis of the use of
neobank services by the Swiss showed that they actively use them for a variety of financial
transactions, including online payments, cash withdrawals, P2P transfers and cryptocurrency
exchanges. This testifies to the successful integration of neobanks into the financial solutions of the
Swiss and their ability to meet the diverse needs of users. A comparison of offers from Swiss neo-
banks revealed that they offer competitive conditions in terms of card costs, interest rates and
accounts. Some non-banks, such as Neon and Revolut, offer particularly favorable conditions for
users who make payments abroad. Despite the relatively small size of the Swiss neobanking market
compared to the US, it shows significant growth rates and potential for development. The high
average transaction value per user and the growing market penetration underline the importance of
the neo-banking segment to the Swiss financial sector. Prospects for the development of neobanks
in Switzerland are related to technological innovation, focus on client experience and development
of innovative products. Neo-banks are actively using mobile banking, open banking, blockchain and
artificial intelligence to improve their services and attract new customers. However, Swiss neobanks
face challenges such as regulatory requirements and high competition. To succeed in the
marketplace, they must overcome these obstacles, build customer trust, and continue to innovate
while adapting to the ever-changing market needs. Overall, the study found that the Swiss
neobanking market has significant potential for further growth and development. Through
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innovation, customer focus and competitive advantage, neo-banks can attract new customer
segments and transform the Swiss banking industry, contributing to the development of the
country's digital economy.

Prospects for further research include the study of the specifics of the impact of regulation
on the current state and prospects for the development of neobanks in Switzerland.
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