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ABSTRACT: Ukraine’s industrial economy represents a distinctive case within the international landscape, as
it merges the legacy of the Soviet production model with the ongoing transition toward a market economy and
integration into global markets. Historically characterized by a strong specialization in metallurgy, energy, and
agro-industry, Ukraine has played a strategic role as a supplier of resources and intermediate goods to Europe
and the countries of the former Eastern Bloc.

Over the last two decades, geopolitical dynamics and internal conflicts have profoundly affected the industrial
structure, accentuating its vulnerabilities and redefining development trajectories. The Russian invasion of
2022 caused extensive damage to infrastructure, logistics chains, and production facilities, while at the same
time accelerating a process of industrial conversion and a redefinition of energy and technological priorities.
This article aims to analyze the features of Ukraine’s industrial economy, highlighting key production sectors,
trade flows, and ongoing transformations, with particular attention to the impact of the conflict and prospects
for reconstruction. Through a descriptive and comparative approach, it examines Ukraine’s economic relations
with the European Union, Russia, and extra-European partners, as well as the structural challenges related to
governance, corruption, and technological innovation.

The goal is to provide an overall perspective that helps to understand Ukraine’s role within the international
economic context, with a forward-looking focus on future scenarios of integration and development.

I.  Introduction

1.1 Background of the Study

Ukraine’s industrial economy occupies a central position in Eastern Europe and, more broadly, in the
international economy. Inheriting a Soviet-era production system centered on metallurgy, energy, and vertically
integrated mechanics, the country has undergone a complex transition toward a market economy since 1991,
marked by privatization, restructuring, and significant regional disparities.
During the 2000s, trade liberalization and proximity to European markets supported the recovery of certain
sectors (such as steel and agro-industry), while others (chemicals, heavy industry) suffered from technological
obsolescence. The Association Agreement with the EU (2014) accelerated alignment with European standards
and attracted investment, but political crises and the conflict in Donbas limited its full impact.
Since 2022, the Russian invasion has severely affected Ukraine’s manufacturing hubs and logistical
infrastructure, while also triggering adaptation and conversion processes, particularly in the defense, technology,
and renewable energy sectors.

1.2 Problem Statement

Ukraine’s industrial economy currently stands at the center of an unprecedented transformation. The
ongoing conflict has destroyed a significant portion of physical capital and reduced production capacity in key
sectors such as steel, machinery, and chemicals. However, the prospect of post-war reconstruction opens new
opportunities for sustainable development and economic integration with the West.
The main issue lies in understanding how Ukraine can reconvert and modernize its industrial system in a context
of prolonged warfare, resource scarcity, and increasing dependence on international aid. Challenges include
rebuilding production infrastructure, improving economic governance, reducing corruption, and fostering
technological innovation.

Analyzing Ukraine’s industrial structure and its interaction with the global economy is therefore
essential to identify resilience factors and strategic levers that may guide its recovery.

1.3 Objectives of the Study
The general objective of this study is to analyze the characteristics, challenges, and development prospects
of Ukraine’s industrial economy in the current context. Specifically, the paper aims to:
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Describe the structure and composition of Ukraine’s industrial sectors, highlighting key areas;

Evaluate the effects of the conflict and geopolitical transformations on production and trade chains;
Examine economic and industrial policies adopted to sustain the resilience of the production system;
Identify potential trajectories for reconstruction and international integration in the medium-to-long
term.

I1. International integration trade and finance

2.1 Ukraine in the Global Trade System

Ukraine occupies a strategic position in the international economic system, serving as a bridge between
the European Union and Asia thanks to its geographic location and production potential in resource-intensive
sectors. Prior to the 2022 conflict, the country was one of the world’s leading exporters of agricultural products,
ferrous metals, and industrial machinery, with total exports amounting to approximately USD 68 billion in 2021
(World Bank, 2022).
However, Ukraine’s integration into global markets has evolved unevenly, shaped by political crises,
institutional instability, and geopolitical tensions with the Russian Federation. Its accession to the World Trade
Organization (WTO) in 2008 and the subsequent signing of the Association Agreement with the European
Union (DCFTA) in 2014 marked key milestones in the process of trade liberalization and alignment with
European standards.

2.2 Trade Relations with the European Union

The European Union is currently Ukraine’s main trading partner, absorbing over 60% of its exports and
supplying more than 50% of its imports (Eurostat, 2023). The Deep and Comprehensive Free Trade Agreement
(DCFTA), effective since 2016, has enabled the gradual elimination of customs duties and regulatory
harmonization in areas such as competition, environment, and food safety.
Ukraine’s main exports to the EU include agricultural products (grains, vegetable oils), metallurgical raw
materials, and industrial components. Conversely, imports consist primarily of machinery, capital goods, and
chemical products.
The agreement has fostered the development of new integrated value chains, particularly in the agri-food and
automotive sectors, but it has also deepened Ukraine’s dependence on the European market and its vulnerability
to international price fluctuations.
After 2022, the EU further expanded Ukraine’s access to European markets by temporarily suspending tariffs on
all Ukrainian products as an economic support measure and launched specific industrial and infrastructure
reconstruction programs financed by the EIB, EBRD, and the European Commission.

2.3 Relations with Russia and the Post-Soviet Space

Before 2014, Russia was Ukraine’s main economic partner, particularly in energy supply and industrial
cooperation in strategic sectors such as aerospace and metallurgy. With the annexation of Crimea and the onset
of the Donbas conflict, trade relations gradually deteriorated, leading to a sharp decline in bilateral exchanges.
By 2021, Ukraine’s exports to Russia had fallen below 5%, compared to over 25% in 2012. The collapse of
integrated production chains hit key industries such as railways, aviation, and chemicals. In parallel, Kyiv
sought to strengthen ties with other post-Soviet countries—especially Georgia, Moldova, and Kazakhstan—but
with limited results due to political fragmentation and Russian pressure on trade routes.

2.4 Relations with the United States and China

The United States plays an increasingly important role in Ukraine’s economy, not only as a political
and military ally but also as an investor and purchaser of agricultural and mineral goods. Bilateral economic
relations intensified after 2022 through direct assistance programs for reconstruction and SME support.
China, on the other hand, has become one of Ukraine’s largest non-European trading partners in recent years,
driven by demand for raw materials and agricultural products, as well as infrastructure investments under the
Belt and Road Initiative. However, the war and international sanctions have complicated trade flows, prompting
Beijing to adopt a cautious stance—while maintaining strategic interests in Black Sea ports and agricultural
resources.

2.5 Foreign Direct Investment (FDI)

Foreign direct investment inflows to Ukraine have fluctuated considerably, heavily influenced by
political and wartime conditions. According to World Bank data, FDI peaked in 2008 (around USD 10 billion),
then dropped sharply following the crises of 2014 and 2022.

Major investors come from the European Union (Netherlands, Germany, Poland) and the United States, with
concentration in banking, IT, telecommunications, and light manufacturing sectors.
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Future prospects largely depend on institutional stability and the government’s ability to implement reforms
ensuring legal certainty and anti-corruption measures. Multilateral reconstruction programs—such as the EU’s
Ukraine Facility (2024-2027)—and fiscal incentives for foreign investors represent potential catalysts for
revitalizing the national industrial base.

2.6 Summary of Key Trade Partners and Sectors (Schematic Overview)

Estimated Share of Total

Trade Partner Main Ukrainian Exports Main Imports

Trade (2023)
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European Union products, IT services consumer goods 60%
. . - Gas, oil, industrial __,
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China Metals, grains, sunflower oil industrial goods 10%
United States Agricultural products, IT Technology, defense, ~7%

g P ' consulting

Others (Turkey, Ferrous  materials,  food Intermediate goods 8%

Poland, Moldova) products

The structure of Ukraine’s trade relations today reflects a profound transition—from a bilateral dependency
model with Russia to a Western-oriented multilateral integration model, marked by strong ties with the
European Union and growing emphasis on foreign investment as a driver of industrial reconstruction.
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