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The article examines the features of the functioning and reform of the budget system of Ukraine
in the conditions of a full-scale war and post-war recovery. The key challenges caused by a sharp
reduction in the tax base, an increase in defense spending, the destruction of infrastructure and
the need for rapid adaptation of budget policy to crisis conditions are revealed. The government's
measures aimed at stabilizing public finances are analyzed, in particular, optimizing expenditures,
improving tax administration, expanding sources of revenue and attracting international assistance.
The foreign experience of post-war budget recovery (Poland, Israel, Georgia, West Germany, Japan)
is summarized and its relevance for Ukraine is determined, which allowed us to identify both universal
and specific tools for stabilizing public finances. In the context of post-war reconstruction, these areas
are aimed at increasing the country’s fiscal sustainability, strengthening the institutional capacity of the
state, and forming the basis for sustainable economic growth. Their implementation will ensure not
only overcoming the consequences of the war, but also the creation of a modernized, effective, and
sustainable budget system capable of responding to future challenges and supporting the dynamic
development of Ukraine.

Key words: budget system of Ukraine, public finances, martial law, post-war reconstruction, fiscal
policy, tax administration, international financial assistance, budget reforms, fiscal sustainability,
decentralization, foreign experience, economic reconstruction.

Y ecmammi doc/1ioXeHo 0cob/1uBoCcMi (hyHKUIOHYBaHHSI ma peghopMyBsaHHsT 6roemHoi cuc-
memu YkpaiHu 8 yMoBax MosHoMaclmabHOI BitIHU ma ic/1IB0EHHO20 BIOHOB/IEHHSI. Po3kpumo
K/TIOYOBI BUK/IUKU, 3YMOB/IEHI PI3KUM CKOPOYEHHSIM 1100amKosoi 6a3u, 36i/1bWUEeHHSIM 060POHHUX
Budamkis, pylHyBaHHSIM IHGbpacmpykmypu ma HeobxiOHicmio oriepamusHoi adanmayjii 6to-
OXemHoI No/IimuKu A0 KpU308UX yMOB. [TpoaHasi308aHO 3axo0u ypsidy, cripsiMosaHi Ha cmabi-
sisayiro ny6idHUX ¢hiHaHCIB, 30KpemMa ormuMisayiio BUOAMKIB, YOOCKOHa/IEHHS M00amKoB020
aomiHicmpyBsaHHs, PO3WUPEHHSI OXepesl HAaOXOOXeHb | 3a/ly4eHHs] MKHaPOOHOI doriomoau.
lNposedeHo y3aza/ibHEHHST IHO3eMHO20 00CBIdy MIC/ISIBOEHHO20 GHAXEMHO20 BIOHOBR/IEHHS
(Monbwa, I13painb, pysis, 3axioHa HiveyduHa, SInoHis) ma Bu3HadyeHo (o20 pesiesaHmHiICmb
ans YkpaiHu, ujo 00380/1U/10 BUSIBUMU SIK YHIBepCasIbHI, mak i crneyugbidHi iHcmpymeHmu cma-
6inizayii ny6/1iyHUX ¢hiHaHcis. 3okpema, Mpukaaou Yux KpaiH 0eMoHCmpytomes egheKkmusHICmb
oedHaHHs1 CyBopOI ghickas/ibHOI OUCYUI/TIHU, CMPYKMYypPHUX peghopM, ModepHisayii nodamko-
BUX cUCMEM, aKmUBHO20 3a/ly4eHHs1 MpuBamHuUX ma IHO3eMHUX IHBeCMOopiI8, PO3BUMKY BUCO-
KOMeXHo/02iHHUX 2as1y3ell, @ MaKo MOCU/IeHHST IHCMUMYUYItHOI CriPOMOXHOCMI OepyKasHUX
opeaHis. AHas1i3 Yux modesiel okasye, Wo ycnilHe BiOHOB/IEHHS GI00XXemHOI cucmemu rnompe-
6ye KOMI/IeKCHUX, CKOOPOUHOBaHUX | 00B20CMPOKOBUX 3ax00i8, CrPSIMOBaHUX Ha MiOBULLEHHST
po3opocmi, eghekmusHOCMI ma a2Hy4Kocmi y NPUlHSMMI Yrpas/iiHCbKUX pilueHb. 3a pesy/ib-
mamamu O00C/TIOKeHHSI CQhOPMY/IbOBAHO cMpameaidHi HanpsiMuU Mooa/IbLWo20 peghopMyBaHHs
6r0dxemHoi cucmemu YkpaiHu, siki OXOr/Irormb. BIOHOB/IEHHS ma PO3WUPEHHST Mo0amkKosol
6a3u, yOOCKOHa/IeHHS1 a0MIHICMpyBaHHs1 MOOAMKIB | MUMHUX riamexis, 60pomb6y 3 miHb0BOH
EKOHOMIKOI, onMmuMI3auito Cmpykmypu suGamkis ma BrpoBacXeHHs1 02/180i8 eghekmusHocmi
6rodXemHuX rpoepam. Y KOHMeKCMi MoBOEHHOT PEKOHCMPYKUIT Ui HAMPsiMU CripsiMOBaHi Ha rio-
BUWEHHS thicKasibHOI cmilikocmi KpaiHu, 3MIYHEHHST IHCmumyyitiHOI CrpoMOXHOCMI Oepxasu
ma ¢hopmysaHHsi MidrpyHmMs A/ CMasio2o eKOHOMIYHO20 3pocmarHs. Ix peanizayisi 3abesre-
4yumb He /luwie rMnooo/1IaHHs! Hac/liokis BilIHU, a U CmBopeHHsI MOOEPHI308aHOI, egheKmuBHOI ma
cmilikoi' 6ro0xemHoi cucmemu, 30amHoi peazysamu Ha MalibymHi BUKIUKU ma ridmpumysamu
AuHamiYHUl pO3BUMOK YKpaiHu.

KniouoBi cnoBa: 6rodxemHa cucmema Ykpaiu, ny6nidHi ghiHaHcu, BOEHHULU CmaH, Mic/IIB0EHHe
BIOHOB/EHHS!, (ChicKasibHa MO/iMuUKa, rModamkose aoMiHicmpysaHHs, MDKHapooHa (biHaHcoBa
doromoza, 6rodxemHi peghopmu, chickasibHa cmitikicmb, deyeHmpanizayis, iHo3emHul A0csio,
EKOHOMIYHA PEKOHCMPYKUYS.

Introduction. The full-scale war that began in
2022 created unprecedented challenges for Ukraine's
public finances and posed new, extremely complex
tasks for the country's budget system. The budget,
which was formulated under conditions of peaceful
development and geared toward gradual economic
growth, suddenly found itself in a situation of sharp
imbalance between revenue and expenditure. In the
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context of active military aggression, the state was
faced with the need to quickly reorient its budget
priorities, among which defense spending, meeting
the urgent humanitarian needs of the population,
supporting critical infrastructure, and ensuring macro-
financial stability play a key role.

This emergency revealed both the strengths
and weaknesses of the budgetary system, outlined
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the limits of its flexibility and effectiveness, and
demonstrated the importance of strategic planning
and implementation of reforms in the field of public
finance. Reforming the budget system under
martial law was not only a necessary measure
to overcome the crisis, but also an effective tool
for enhancing the state's financial stability, its
ability to adapt to changing conditions, and its
resilience to economic and social risks caused
by military action.

In this context, research into the functioning and
reform of Ukraine's budgetary system is particularly
relevant. Analysis of current challenges, response
measures, and budgetary policy priorities allows us to
assess the effectiveness of management decisions,
identify prospects for improving financial stability,
and provide recommendations for improving public
administration in crisis conditions.

Purpose. The purpose of the article is to assess
the functioning of Ukraine's budgetary system in
wartime, analyze the state's measures to stabilize
public finances, and identify areas for further reform
to ensure the state's financial stability.

Analysis of recent research and publications.
Among domestic researchers who have studied these
issues, particular attention should be given to the
works of Bui T., Primierova O., [1] Fedoryshyna L [8],
Krushinska A. [6], Samaricheva T., Arziantseva D.,
Zakharkevych N., Trusova N.V. [7], Melnyk O.V,,
Kozak V.M., Kondratska N.M. Their studies focus
on the analysis of budgetary imbalances, the
transformation of state expenditure priorities under
crisis and wartime conditions, and the development
of practical measures aimed at stabilizing public
finances. Special emphasis is placed on fiscal
sustainability, the effectiveness of budget instruments,
and the role of public finance management in ensuring
economic resilience.

The experience of foreign countries in reforming
post-war budgetary relations and restoring financial
stability is also reflected in the works of these
scholars, who examine comparative models of fiscal
recovery and crisis management. Their research
makes it possible to identify effective mechanisms for
optimizing tax policy, prioritizing funding for defense
and social sectors, and strengthening transparency,
accountability, and control over the use of public
resources during periods of heightened economic
and political uncertainty.

Overall, the integration of these academic
contributions provides a solid theoretical and
methodological basis for understanding modern
approaches to budgetary stabilization and post-crisis
recovery, particularly in the context of economies
facing prolonged security challenges.

Thus, existing domestic and foreign studies
provide a basis for further research into the specifics
of the functioning of Ukraine's budgetary system in

wartime and for the formulation of scientifically sound
proposals for its reform.

Statement of main research material. In
conditions of armed aggression, the budget remains a
key element of the public finance system and a leading
instrument of state influence on socio-economic
development. In conditions of military instability and
security threats, it ensures the implementation of
the state's strategic priorities aimed at supporting
defense capabilities, social stability, and economic
sustainability.

Russia's full-scale aggression has caused
significant transformations in budget planning and
execution at all levels. Public finance management
bodies have been faced with the need to optimally
allocate limited resources among critically important
areas: the defense sector, social protection of the
population, and economic recovery measures. In such
conditions, a comprehensive understanding of the
key challenges facing the budget system, in particular
the problems of revenue formation and expenditure
of state and local budgets, becomes particularly
important. For the scientific community and financial
practitioners, this forms a current direction of research
aimed at developing scientifically sound approaches
to improving the effectiveness of budgetary policy
both during the war and during the post-war recovery
of the state.

The conditions of military aggression pose
significant challenges to the functioning of Ukraine's
budgetary system, significantly affecting the volume
and structure of state financial revenues. One of the
main factors contributing to the reduction in budgetary
resources is the decrease in the number of taxpayers.
Mass displacement of the population, destruction
of enterprises, and suspension of a significant part
of business activities lead to a substantial reduction
in the tax base, which directly affects the volume of
revenues to the state budget. In addition, changes in
the structure of foreign trade caused by the occupation
of ports, logistical restrictions, and the destruction of
transport infrastructure have led to a sharp decline in
exports and imports, which, in turn, has resulted in
a shortfall in customs duties, value-added tax, and
excise taxes.

In wartime, the budget system is also affected
by temporary tax breaks and concessions aimed at
supporting businesses and maintaining economic
activity. In particular, the application of a reduced
single tax rate, simplification of customs procedures,
and concessions on single social contributions have
helped to ease the pressure on entrepreneurs and
support the functioning of the economy. However,
these measures have resulted in losses for the state
budget, manifested in a decrease in revenues from
value-added tax, excise taxes, and customs duties.

The issue of prioritizing defense spending is of
particular importance. A significant increase in funding
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for the security and defense sector puts additional
pressure on the budget system and limits the state's
ability to finance other socio-economic functions,
which in wartime becomes critical for ensuring
economic stability and development. Thus, current
conditions create a complex situation that requires the
government to make flexible management decisions
and optimize budget policy to maintain economic
stability and meet the urgent needs of the population.

In response to budgetary imbalances caused by
military aggression, the state has implemented a
set of measures aimed at stabilizing the budgetary
system and ensuring financial stability. One of the
key areas has been the expansion of the tax base
and the intensification of the fight against tax evasion,
through a review of approaches to the taxation of
large corporations. At the same time, expenditure is
being optimized, which involves reducing inefficient
spending and concentrating resources on national
security and social protection priorities. International
assistance plays a significant role in supporting
financial stability, which has become a critically
important factor in supporting the state budget during
the war. In addition, the state is strengthening control
and increasing transparency in the use of budget
resources, which helps to strengthen confidence in
financial institutions and improve the efficiency of the
budget process. [1]

The experience of Ukraine’s budget system
during 2022—2024 highlights both the resilience and
the structural vulnerabilities of public finances under
conditions of full-scale war. The year 2022 was
particularly revealing, as it became a critical stress
test for the stability of the state budget. Despite
unprecedented security and humanitarian challenges,
relative budgetary stability was maintained due to
substantial financial assistance from international
partners and the active role of the National Bank of
Ukraine, especially through its policy of purchasing
domestic government military bonds. These measures
helped prevent a fiscal collapse and ensured the
continuity of key state functions.

As aresult, budget revenues in 2022 exceeded the
figures of the previous year, reflecting improved tax
administration, adaptation of businesses to wartime
conditions, and external financial inflows. However,
budget expenditures increased almost twofold, driven
primarily by sharply rising defense spending, security
needs, and extensive social support programs for
internally displaced persons, vulnerable populations,
and affected regions. This led to a significant widening
of the budget deficit, making external financing a
crucial factor in fiscal sustainability. [3]

Among the key strengths of Ukraine’s budgetary
system are the positive outcomes of decentralization
and fiscal federalism reforms, which enhanced the
financial autonomy and operational capacity of local
governments. The relative stability of the banking

system, even under wartime pressure, also played
a vital role, as did the coordinated actions of the
Ministry of Finance and the National Bank of Ukraine
in maintaining macro-financial stability. Additionally,
the improved efficiency and restructuring of certain
state-owned enterprises contributed to sustaining
budget revenues and reducing quasi-fiscal risks.

At the same time, the wartime period exposed a
number of systemic weaknesses. These include the
long-term consequences of populist fiscal decisions
made in previous years, the absence of sufficient
strategic financial reserves, and the heavy burden of
accumulated public debt obligations. Other persistent
challenges involve low tax compliance, limited trust
of citizens and businesses in state institutions, and
a critically high dependence of public finances on
foreign aid, which increases fiscal vulnerability to
external political and economic factors. [4]

In 2024, Ukraine’s budget policy priorities
continue to be dominated by security and social
objectives, reflecting the ongoing nature of the
war. This necessitates the implementation of strict
budgetary discipline, a strong focus on improving the
efficiency and targeting of public expenditures, and
a gradual reduction of the budget deficit. Achieving
these goals requires the optimization of financial
flows, strengthening public financial management,
enhancing transparency, and intensifying efforts to
combat corruption at all levels of government.

Overall, this set of measures is crucial for
ensuring the sustainability of Ukraine’s budget
system and maintaining socio-economic stability
under wartime conditions. The experience of
2022-2024 demonstrates that while Ukraine’s public
finances have shown remarkable adaptability and
resilience, long-term stability will depend on continued
reforms, prudent fiscal management, and the effective
use of both domestic and international resources —an
approach further explored in analytical.

Table 1 summarizes the main directions for
ensuring the stability of Ukraine's budget revenues
under martial law. It reflects a set of measures aimed
at strengthening the fiscal base, reducing the risks
of revenue shortfalls, and increasing the stability of
the budget system. In times of crisis, effective tax
administration and the digitization of fiscal processes
are particularly important, as they increase the
transparency of tax liability calculations, reduce the
risk of errors and abuse, and ensure effective control
over the implementation of tax legislation. Expanding
sources of budget revenues, by strengthening
control over the activities of large enterprises and
transnational corporations, contributes to increased
revenues even in difficult economic conditions. An
important component is the fight against the shadow
economy and the minimization of tax evasion
schemes through the integration of modern analytical
tools and improved tax discipline. Optimizing tax
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Table 1

Directions to balance state budget revenues under martial law.

Direction

Content and characteristics

Improvement of tax
administration

Introduction of digital technologies into tax administration processes; increased transparency
and control over tax transactions; automation of data exchange between authorities

Expansion of budget
revenue sources

Taxation of large companies and multinational corporations; development of new approaches
to taxation of e-commerce; intensification of work with debtors

Combating the
shadow economy
and minimizing tax
evasion schemes

Strengthening financial monitoring; improving control over risky transactions; cooperating with
law enforcement agencies to reduce the scale of illegal business

Optimization of
tax benefits and
preferences

Review of temporary wartime tax breaks; assessment of the effectiveness of existing
incentives; focusing resources on supporting the most affected sectors of the economy

Strengthening
international financial
cooperation

Attracting grants, loans, and technical assistance from international organizations; developing
partnerships within the framework of post-war reconstruction programs; increasing donor
confidence through transparency in the budget process

Source: prepared by the authors based on their own research

breaks and reviewing temporary concessions allows
for balancing the need for economic support and the
fiscal capacity of the state. Strengthening cooperation
with international partners plays a significant role,
providing external financial support and contributing
to the country's macro-financial stability. [5]

Thus, Table 1 demonstrates the close relationship
between fiscal sustainability, tax system adaptability,

and budget policy effectiveness in crisis conditions,
emphasizing the importance of a comprehensive
approach to managing the revenue side of the budget
under martial law.

Table 2 summarizes the approaches to post-
war budgetary recovery in five countries, illustrating
different models of stabilization and transformation
of public finances during periods of recovery from

Table 2

Foreign experience of post-war reconstruction in the field of budgetary relations

Key measures of post-war

Country budgetary recovery

Recommendations for Ukraine
(based on the experience of the country)

— Strict fiscal discipline and prohibition of
excessive currency issuance.

— Abolition of tax benefits for businesses.
— Adoption of laws to support investors.
— Lending to export-oriented companies

Poland

— Ensure control over emissions and avoid inflationary
pressure. — Gradually abolish temporary tax benefits
introduced during the war. — Improve the investment climate
through deregulation and stable rules. — Expand support
programs for exporters and stimulate innovative production

— Release of government bond to cover
budgetary needs.

— Redistribution of expenditures in favor of
defense and the military-industrial complex.
— Active involvement of foreign investment.
— Tax incentives for entrepreneurs.

— Development of the military-industrial
complex

Israel

— Raise funds through military and targeted bonds. Focus
funding on defense and critical sectors. Create conditions
for investment in technology, defense, and startups.
Reduce the tax burden on sectors that are rapidly restoring
the economy. Develop the domestic defense industry as a
driver of economic growth

— Decentralization reform.

— Optimization of budget expenditures.
— Deregulation and reform of public
administration

Georgia

— Continue decentralization reform after the war. Conduct
a systematic review of expenditures and cut ineffective
programs. Simplify regulations for businesses and increase
the transparency of state institutions

— Release of government bond to revive the
economy.

— Large-scale support of SMEs.

— Comprehensive reforms (“Economic
Miracle”)

West
Germany

— Expand SMEs lending and entrepreneurship support
programs. Use government bonds to finance reconstruction.
Create a long-term economic recovery strategy like the
Marshall Plan at the national level

— Profound tax reform.

— Industrial restructuring and privatization.
— Involvement of citizens in financing
enterprises.

— Restrictions on emissions to curb inflation.
— Modernization of industrial sectors

Japan

— Gradually reform the tax system to increase budget
revenues. Modernize industry by introducing innovation and
high technology. Stimulate domestic investment by citizens
in public and private projects. Avoid inflationary processes
through controlled fiscal policy. Implement programs for the
structural reconstruction of industry

Source: prepared by the authors based on their own research.
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wars or large-scale economic shocks. Each country’s
experience reflects a specific combination of fiscal
policy instruments shaped by historical conditions,
institutional  frameworks, and  socio-economic
priorities. These instruments include tax reforms,
optimization of public expenditures, attraction
of domestic and foreign investment, support for
entrepreneurship, development of strategically
important industries, and modernization of public
financial management systems.[8]

The comparative analysis presented in the table
demonstrates that successful post-war recovery
requires a comprehensive and well-coordinated
implementation of measures aimed at strengthening
fiscal stability while simultaneously creating favorable
conditions for sustainable economic growth. The
experiencesof Poland, Israel, Georgia, West Germany,
and Japan reveal several common features, such as
limiting excessive monetary emission, introducing
strict budgetary discipline, increasing transparency
and accountability in public finances, stimulating
investment activity, and restructuring the economy to
enhance productivity and competitiveness.

At the same time, each national model possesses
unigue characteristics determined by specific
historical circumstances, institutional capacities,
political decisions, and levels of integration into the
global economy. For example, the post-war recovery of
West Germany and Japan highlights the decisive role
of deep institutional reforms, industrial modernization,
and close coordination between the state and the
private sector. In contrast, the experiences of Poland
and Georgia emphasize the importance of economic
liberalization, tax system reform, and the creation
of a favorable business environment to accelerate
growth. [9]

The inclusion of a dedicated column with
recommendations for Ukraine significantly enhances
the practical relevance of the table, transforming it
from a purely analytical tool into an applied policy
instrument. Based on a comparative assessment
of international experience, the table identifies
concrete measures that are particularly relevant
for Ukraine in both wartime and post-war contexts.
These measures include restoring fiscal discipline,
optimizing tax mechanisms, developing the defense-
industrial complex, supporting small and medium-
sized enterprises, modernizing industry, continuing
decentralization reforms, implementing structural
changes, and attracting long-term investment.

Overall, the synthesis of international post-war
recovery experiences makes it possible to formulate a
strategic vision of the most effective stepsfor stabilizing
Ukraine’s budgetary system and accelerating its
economic recovery. Such a comparative approach
provides a solid analytical foundation for evidence-
based fiscal policy decisions aimed at ensuring
resilience, sustainable development, and long-term

economic stability — an approach further explored in
policy-oriented.

Conclusion. The war has been a catalyst for deep
changes in Ukraine's budget system. Despite the
tough conditions, the reforms are focused on making
better use of resources, keeping finances stable, and
laying the groundwork for a quick post-war recovery.
Managing budget flows in a balanced way is super
important to preserve statehood and achieve victory.

Analysis of the international experience of countries
that have experienced armed conflicts demonstrates
the importance of adapting the budget system in
advance to extreme conditions and subsequent
recovery needs. Summarizing such practices allows
us to formulate a set of measures aimed at restoring
Ukraine's budgetary system and gradually emerging
from the budgetary crisis. The application of these
measures is appropriate both during the war and in
the first years after its end, when the task of rapid
restoration of economic potential will arise.

During wartime, the key task of the state should
be to support small and medium-sized businesses,
which ensures job preservation and forms the basis of
economic stability. It is also important to gradually
abolish temporary tax benefits, which will strengthen
the revenue side of the budget amid rising costs.
Reforming the customs service to minimize corrup-
tion and combat smuggling will play a significant role
in improving the effectiveness of control over foreign
economic flows. One of the key factors for economic
stability is guaranteeing the rights of investors, which
will help attract capital even in difficult conditions.
Targeted funding for priority areas — defense, security,
and social protection — remains critically important for
ensuring the functioning of the state and supporting the
population. At the same time, attracting grant funding
and using fundraising tools create additional opportu-
nities to cover budgetary needs without increasing the
debt burden. Further digitization of the economy and
government processes increases transparency and
efficiency and reduces transaction costs.

After the war ends, it will be important to reorient
economic policy toward restoring the country's
investment attractiveness, stimulating export-oriented
production, and modernizing strategically important
industries. It will be necessary to resume the budget
reforms that were partially suspended during
martial law: deepening decentralization, improving
medium-term planning, developing a program-
targeted approach, and systematically reviewing the
effectiveness of expenditures. Optimizing fiscal rules
will help ensure the long-term sustainability of public
finances, and gradually reducing the debt burden will
strengthen macro-economic stability. Maintaining a
high level of social protection, especially for citizens
affected by the war, remains an important priority, as
social stability is the foundation for successful post-
war reconstruction.
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