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DIGITAL TRANSFORMATION OF BUSINESS IN UKRAINE:
CURRENT TRENDS, CHALLENGES AND PROSPECTS

Summrary

The poper examines the main frends in the global digital economy.
The theoverical foundations of the digital ransformation of business are
considered. The indicators of digital wransformarion of large and small
enterprises in the EU were studied. Ukraine’s position in international
“digital " rankings was studied, the gaps and weaknesses in Ukraine s digial
competitiveness were studied, The main indicators of digital transformation of
Ukrainian enterprises are analyzed. The prospects for the further digital
transformation of enterprises and divections for the development of the
infrastruciure supporsing digital projecis are shown. The main inittatives of the
Ukrainian government and stakeholders in the development of the digital
economy and digital transformation, the construction of ecosystems suppoviing
ICT innovations and startups in Ukraine were studied. The factors influencing
the acceleration of digital ransformation of business, such as the development
of the IT sector, the construction of a powerful infrastructure, the system of
education and support for innovations and startups, have been thoroughly
invessigated. The main problems and directions of further development of the
digiral ransformation of SMEs in Ukraine have been determinesd.

Introduction
The digital economy stimulates the implementation of digital technologies
and innovations in all business sectors, creates new jobs and accelerates



economic growth. According 1o the OECD report, the share of the digital
economy is from 4.5 to 15.5% of global GDP, which is rapidly growing
(UNCTAD, 2019). A study by Oxford Economics and Huawei provides a
scenario for the growth of digital transformation, according to which the global
digital economy can grow to 24.3% of global GDP by 2025, which 1s equal to
23 willion US dollars (Huawes & Oxford Economics, 2017).

The rise of the digital economy enables countries to acoelerate GDP and
employment growth, improve business productivity and econonmuc efficiency,
improve public welfare, and benefit consumers through cost or time savings.

The digital transformation of business contnbutes to the growth of
productivity in all sectors of the economy, creating addisonal value for
consumers, optimizing the mternal business processes of enterpnses and
reducing costs. In socially significant sectors, digital transformation contnbutes
to solving social problems, improving access to public and social services, in
particular, in the areas of health care, communal services, education, and others.
In the digital economy. consumers get faster access to products and services at
& lower cost. Therefore, the transition to a digital economy is an mnportant
strategic priority of the governments of all countries. Digitally transformed
organizations gain from intangible assets, networking, new business models
creating synergetic effect, creanng valoe through digital technologies and
digital environment.

Today, countries strive to create a strong digital economy by investing
digital infrastructure, supporting the digital transformation of business and
socially mnportant areas such as public services, medicine and education.
In Ukrame. the digital transition is kaid at the level of strategic government
documents, in particular, the Concept of Development of the Digital Economy
and Society of Ukramne for 2018-2020 (Digital Agenda of Ukraine) and other
laws. At the same time, the study of current issues of digital transformation of
business and its role in the formation of the digital economy in Ukraine needs
10 be deepened. A compeehensive and systematic research of the aspects of the
digital ransformation of enterprises, the factors affecting it, will contribute to
the development of strategies and policies aimed at supporting the digital
trans formation of business and accelerating the processes of forming the digital
economy in Ukraine i the lony term,

Chapter 1. Theoretical foundations
and global trends of digital business transformation
Revealing the theoretical background, the digital transformation of business
involves the introduction of new digital technologies, such as social media,
mobile technologies, analytics or embedded devices, which allows to create
new business models, increase the efficiency of operations, and improve the
customer experience (Fitzgerald et al., 2014; Westerman et al., 2015). Digital



transformation means the rebuilding an enterprise’s business model through
investments in the implementation of digial technologies at every touch point
in the customer experience lifecycle (Solis et al_, 2014).

Digital transformation is the implementation of digital innovations that
create new actors {and groups of actors). structures, practices, values and
beliefs that change, replace or complement the existing rules of the game
within organizations, ecosystems. industries or sectors of  economy
(Hinings et al., 2018).

Dugital rrarsformation involves the use of digital technologies for radical
changes and the creation of mew opportunities in business, public admi-
nistration, a5 well as in the lives of people and society (Stolterman et al., 2004,
Martin, 2008).

Digital transformation involves the transformation of the organization by
integrating digital technologies and business processes into the digital business
environment and ultimately adapting to the new condittons of the digital
economy (Liu et al., 201 1; Bondar et al, 2017).

Digital transformation s a swtategic process, which fundamentally
dsstinguishes it from the basic operational processes of digitization and
digitalization. The digitization involves the conversion of analog data to a
digital format The digitalizstion is the transformation of existing traditional
offline processes into digital ones. After all, the digital transformation ensures
the creation of new business processes, products, services, activities and
business sectors. Digitization, digitalization and digital transformation are data-
driven, tech-based and aimed at increase in economic performance. However,
they differ i scope, impact level, and end goals. Digitization is & tusk-level
change which focuses on dats conversion. Digitalization improves operations
processes with digital solutions, whille digital transfoemation is leveraging tech
for a total organizational rebuilding. Digitization aims 10 make data more
accessible. Meanwhile, digitalization targets operational efficiency. Digital
transformation amms at complete strasegic organizational transformation.

Therefore, digital business transformation is a comprehensive strategy that
optimizes all operations and processes of an enterprise, chunges business
strategies and digital strategies, models, operations, products, marketing
strategies, goals and strategic onentations, and creates new values for
consumers through the systematic implementation of digital echnologies.
Digital transformation requires changes i culture, structure, processes and
business management. Ultimately, digital technologies help to better meet
customer expectations, adapt to changes in the business environment and stay
competitive.

Digital transformation s mextricably linked with the concepts of “digital
intensity™ and “digital matunity of business™ (Heinze et al., 2018), which affects
individual enterprises and sectors of the cconomy, contributing to the growth
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of the digital economy and dagital GDP. While in 2018, digitally wansformed
enterprises accounted for $13.5 willion of the global nominal GDP.
In 2023 they are forecast to account for $53.3 willion, more than half of the
overall nominal GDP. This proves the upcoming digital supremacy in the
global economy (Statista, 2023a).

A higher level of digital matunity comtributes to higher financial
performance. In particular, about 49% of organizations reported that their net
income and revenves were significantly higher than their industry averages,
compared to 17 and 1926, respectively, of less mature organizations (Deloitte,
2019). Digitally mature orgamzations use new opportunities, develop new
businesses, adapt more guickly to customer preferences and changes in
business environment, and operate more efficiently. These prospects drive
busimess leaders to digital wansformation. In 2023, spending on digial
transformation is estimated to reach S2.15 trillion. By 2027, global digital
transformation spending s forecast to reach $3.9 willion (Stuatsta, 2023b).

The EU has set itself 2 main goals for the digital transformation of businesses
by 2030: more than 90% of SMEs should reach at least a basic level of digital
intensity. and 75% of EU companies should use cloud computing services,
perform big data analysis or use artificial intelligence (Eurostat, 2023).

The European Comission adopted the Digital Intensity [ndex (DII), which
measures the use of 12 different digital technologies by businesses, for example
using artificial intelligence or making e-sales. In 2022, 70% of all EU
businesses reached a basic level of digital intensity. The share for SMEs was
69%, around 20 percentage points (pp) below the EU 2030 target, while for
large businesses it stood at 98% (Eurostat, 2023).

Large businesses had a bigger share for very high (30%6) and high digial
mtensity (54%) compared with only 4% of SMEs with a very high level and
27% with a high level of digital intensity. Most of the SMEs recorded low
(38%) or very low (31%) digital intensity levels. The proportion of SMEs with
a basic level of digital intensity ranged from 41% in Greece and 47% in
Bulgana to 89% in Denmark and %% in Finland (European E-Commerce
report, 2023).

Owerall, large enterprises adopt digital technologies faster and achweve the
maximum economic effect from digital transformation projects, because they
have sufficient financial and kabor resources at their disposal, and management
processes are established and optimized. Small enterprises have less digital
intensity compared to large enterprises, they face a number of problems on the
way to digital transformation, such as insufficient digital skills, knowledge,
lack of financial resources 10 implement digital technologies.

Therefore, the digital transformation of business contributes 1o the digital
economy and, m tum, is driven by the level of digital intensity of enterprises,
that is, the implementation and use of digital technologies by them, which



depends on investments, the level of development of digital infrastructure, the
ICT sector. digital literacy and digital skills of the population.

The digital wransformation of business 18 carried out at the enterprise level
and stimulates the development of the digital economy by integrating digitized
enterprises into the glohal digital enviroament and interacting with sts other
actors, such as business partners, the state, and consumers. Digital
transformation at the enterprise level requires qualified personnel and digital
infrastrocture. Consumers need a sufficient level of digital literacy, access to
digital infrastructure and digital technologies to benefit from the digital
economy. At the state level, it is necessary to have a highly developed digital
infrastructure, a sufficient level of digital Titeracy of the population, strategies
and policies for the development of the digital economy and digitalized
enlerprises.

International ratings that evaluate the level of development of mformation
and communication technologies and the degree of readiness of digital
nfrastructure  are becoming key indicatoes for evaluating the digital
ransformation of business and digitalization of the economy. The digital
economy of Ukramne is evaluated in some digital ratings (Table 1).

Table 1
Ratings of Ukraine in international “digital™ rankings
AR Rating Total number
oy e m— of Ukrsime | of coustries nssessed
Global Cannectivity Index (GCT), 2020 52 79
Digital Intellipence Index (DI}, 2021 62 %
Global Innovation Index (GIH ), 2023 55 132
WEF / WITSA Networked Readiness Index a3 134
(NRI). 2023
UN E-Government Development Index P 193
(EGDI), 2022
Werld Dagital Competitiveness Ranking 54 64
(WDCR) 2021
UNCTAD B2C E.commerce Index, 2020 51 152
Digital Platiorm Economy Index (DPE PP o
Index ). 2020
ICT Development lodex (1D}, 2020 79 176

Sowrce: compiled by author
Ukraine's positions in international rankings are quite mediocre and do not

contribute to the systematic and compechensive realization of the potential of
the digital economy and digital transformation of business.
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Chapter 2. Digital transformation of business in Ukraine:
trends and challenges

In Ukraine, the State Statistics Service provides basic data that allow a
fragmented assessment of progress in the digital transformation of enterprises
and the formation of a digital economy.

Through the jomt efforts of Ukrainian enterprises and the Ukramian
suthorities, in particular, the Mmistry of Digital Transformation of Ukrame, the
Ministry for Communities, Temtones and Infrastructure Development of
Ukraine and other ministries and departments that regulate the digitalization of
the economy and promote the implementation of digital technologies for the
population, startups and projects supporting the digital economy, Ukraine has
made significant achievements in this area.

The main indicators of the digital transformation of business in Ukraine,
collected by the State Statistics Service of Ukraine in the “Information Society™
panel, are presented in Table 2.

Table 2
Main indicators of digital transformation of Ukrainian enterprises,
share in the total number of enterprises, %

. Years
v 2019 ] 2020 | 2021
emterprises with access 1o fixed Internet £6.4 6.6 &5.1
enterprises engaged in clectronse trade 48 49 50
share of e-commerce turnover in the sotal volume 43 5.0 51
of tumaver, % =5 =, ,
enterprises selling goods through a website s s 19
o web application )
enterprises selling goods through marketplaces n'a w'a 25
coterpriscs that used social media 29.7 M1 20.1
enterprises with their own website 156 152 353
crerpnses that have a chat service for commumicating i e 91
with customers v
enterprses purchasing clood computing services 10.3 10.2 98
enterprises conducting big data analvss 125 1.9 127
cnterprises that provided traimeng @ ICT 3.7 18 43 |
enterprises that have hired spocalists in ICT 223 2L6 217

Sawrce: Stawe Stanisnics Serviee of Ubraiae, 2024

Dagital transformation of business comtributes to the development of
e-commerce in Ukraine, whach depends on Internet penctration, use of digital
devices, as well as the stability and quality of digital infrastructure (Figure 1).
Among drivers are of ¢-commerce are growing consumer purchasing power
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Figure L. Internet and e-commerce penetration,
as well as use of digital devices in Ukraine in 2018-2022, %
Sowrce: Statissa. 2024, Ewropean E-Commerce report, 2023

The number of enterpeises engaged in e-commerce and the total volume of
online-trade increased in Ukraine (Figure 2). However, the e-commerce
indicators are lower comparing to the EU.
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Figure 2. E-commerce indicators in EU and Ukraine, 2022
Sowrce: Ewrosta, 2023; Stase Statisnes Service of Ukraie, 2023
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Ukramian e-commerce market was growing and in 2021, the pre-war year,
reaced $3 billion. According to the forecast, Ukraiman e-commerce will reach
its pre-war volume only in 2025 (Figure 3).

2007 20018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
MECommerce Sales, mallion USD

Figure 3. E-Commerce sales in Ukraine, fact (2017-2023)
and forecast (2024-2029)
Sowrce: Stavn, 2024

The main threats to the further development of e-commerce in Ukraine are
the decline of consumer market and the decrease in the purchasing power of
Ukramians. The Russian invasion of Ukraine destroyed the economy and
logistics. According to the UN. in 2022 the Ukrainian economy shrank by 35%,
and inflation amounted to 26.6% (Ukrdnform, 2023). Humanitarian losses wall
have long-term negative socio-economic consequences even after the end of
the war. Migration, poverty and depopulation will continue having negative
economic and social impact on digital transformation processes in Ukraine
(Kliuchnyk, 2020).

“Economic Strategy of Ukramne-2030", developed by experts of the
Ukrainian Institute for the Future, contains two scenarios for the development
of the digital economy, which depead on the pace of implementation of digital
technologies and the development of human capital in Ukraine. According to
the first, nertial scenario, the development of the digital economy in Ukraine
will be gradual, which will not contribute 0 a sharp increase in digital
competitivencss and GDP growth due to the digitalization of the real sector of
the cconomy and the rapid development of ICT sectors. The target scenano
envisages a rapid digital transformation of the economy in the coming years
and un increase in the share of the digital ecconomy in Ukrane's GDP
to 65% (Table 2). This requires investments in the development of ICT and
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infrastructure, human capital, institutional and legal eavironment, as well as the
mtegration of information technologies in all sectors of the economy
(Ukrainian Institute for the Future, 2021). To achieve such targets. the
Ukrainian market should peoduce and comsume digital products worth
S4 billion in 2024, and by 2030 increase ICT consumption to $16 ballion.
In addition, the share of business processes, transactions and business
mteractions that are electronic and online should reach 90%. The diginal
transformation of the cconomy will contribute 10 the growth of employment
and GDP, ICT exports and business development in all sectors of the Ukraiman
economy. To achieve this goal, it s necessary 1o mvest $70 billion in digital
technologies over the next ten years (Table 3).

Table 3
Adoption of digital technologies and their impact
on Ukraine’s GDP by 2030

Years "?..;.::& St ) Impact on GDP The silr}- of‘w
(forecast) blli::ml' SD““ growth, %e cconomy in GDP, %

2021E 2 0.5 1%

2022E 25 1 %

2023E 3 2 &%

2024E 45 35 11%

2025E 4 45 15%

2026E 8 6 20P%

227E Lo 7.5 28%

J028E 12 9 40

229E 14 11 52%

2030E 16 14 65%

Saurce: Ukrainian Institure of the Funere, 2021

The key factors contributing to the rapad digital transformation of business
and the development of the digital cconomy in Ukraine are powerful
educational mstitutions, a competitive ICT sector and human capital, as well as
8 highly developed infrastructure and support system for ICT and startups
development at the govermment and business levels.

Chapter 3. Infrastructure and support
for innovations and startups for digital business transformation
Urgent issues of innovative development of Ukrane and promotion of digital
transformation of business have been in the focus of attention of the
government. scientific experts and investors m recent years. The mnovative
infrastructure supporting the digital rransformation of small and medium-sized
businesses, as well as the development of ICT and startups, has grown rapadly.



The Government of Ukraine has launched a number of imtiatives aimed a1
creating opportunities for the development of the domestic ecosystem of
nnovations, ICT and startups.

First of all, the project of Mimistry of Digital Transformation, Diia Business
2imMs 10 increase exports, support enterprises entering new markets, und assist
foreign companies in importing goods and services from Ukraine and
establishing partnerships (ITU, 2021). Duia Business includes vanous
opportunitics  for enterprises. It provides with online consulting for
entreprencurs, online school, a catalogue of services and documents for
entreprencurs, self-assessment for entreprencurs, many successful business
cases and useful articles on entrepreneurship and financial management,
support centres, overview of events und exhibitons for entrepreneur,
mfrastructure map with details of organizations supporting entrepreneurs,
partnership and collaboration opportunities and others,

“E-residency” s an online service for foreigners thar enables them to
remotely access government services and conduct business in Ukraine from
ubroad. E-residents will have the possibility of remote registration of individual
entrepreneurs, conducting business activities on the territory of Ukraine,
opening bank accounts online, sccess 1o administrative services using a
qualified electronic signature (ITU, 2021).

An important project for the development of the IT sector in Ukraine is “Diia
City™, launched by the Ministry of Digital Transformation of Ukraine. “Diia
City™ 15 a special legal framework to provide the IT sector with modem and
flexible employment conditions, & Euwropean system for the protection of
intellectual property rights, and assistance i conducting mvestigative actions
and crimunal proceedings i the industry. Dita City aims to create the most
powerful IT bub in Central and Eastern Europe, with unlimited mvestment
prospects, job opportumtics and brand-new technologies. Ukrainian and
foreign entreprencurs will be able to realise innovative and business ideas here.
The project gives an opportunity to aftract international [T companies into
Ukraine, prevent brun dean by creating favourable conditions for the
employment of IT specialists. It is planned to create more than 450 000 new
jobs and eam S16,.5 billion i IT industry by 2025 (ITU, 2021), “Diia City" will
be open to both Ukrainian and foreign enterprises on equal terms and will be
governed by special rules established by the Mimstry of Digital
Transformation. Dita City peovides participants with the numerous benefits, in
particular: sofiware development and testing, software publishing and
distribution, tutoring, digital marketing and advertising, R&D i IT and
telecom, cybersecurity and robotics, special taxation framework and
employment conditions, intellectal property protection guarantees, foreign
venture capital investment (ITU, 2021 )



In September 2021, the Mimistry of Digital Transformation, and the United
Nations Development Programme (UNDP) i Ukraine launched the National
Disa Centres Web Platform for Centres of Administrative Services (CASPs).
It helps entreprencurs to realise administrative functions and participate in
online trainings. get clarificanons and guidance, access resources, and learn
best practices (1TU, 2021).

360 Tech Ecosystem Overview is an online platform for business
wformation on IT-ecosystem: 1T companies, people. investors, universities,
startup-accelerators, techno hubs, ete. It's available for entreprencurs in
Disa Business.

Ukrainian Startup Fund (USF) was organised in 2018 by the Minister of
Finance of Ukraine for the presentation of Ukramian startups on well-known
international platforms and expansion of collaboration and partnership. Since
its launch, USF has supported more than 380 startup teams, hosted more than
360 events, and received more than 7,000 applications. Ukrainian startups
received $8.7 million 1n funding, more than 287 participants attended 30 of the
world's largest techmical events, and more than 180 partners were involved i
the USF projects.

Eastern Partnership (EaP) Startup Ecosystem is the platform for ICT
innovation, which provides information on startups. innovation, investors and
funding. and many other msights. The project was initiated by the Europepan
Comission and EU4Digital Initiative, the Ministry of Digital Transformation
of Ukraine, Startup Moldova, Ukrainian Startup Fund, Ukrainian Tech
Ecosystem project. Since its launch in January 2022, the EaP startup ecosystem
has united 12,046 companies in the Eastern Partnership countries.

Overall, there are about 2600 startups in Ukrame as of January 2024.
90% of them have high growth potential. There are at least 6 companies with a
billion-dollar valuation (IT Ukraine Association, 2024)

According to the Concept of Development of the Digital Economy and
Soctety of Ukraine for 2018-2020, the digital coonomy and digital
transformation of business in Ukraine require a strong and competitive
domestic market for the development and consumption of ICT and digital
technologies.

In 2022, there was a record increase in exports of the IT sector to
$7.35 billion or 4.6% of GDP (Figure 4). The IT industry remams one of the
key sectors in the Ukramian economy. IT services make up 41.5% of the total
volume of service exports and 13.2% of the total exports in 2023, At the same
time. for 2023, the export turnover of IT services decreased by 8.4%, which in
monetary terms amounted 10 6.7 billion. Despite the decline in revenue, the
IT industry increased its tax payments by 11.5% i 2023 (IT Ukraine
Association, 2024).
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Figure 4. IT sector exports in Ukraine in 2018-2023
Sowrce: IT Ukrasne Assoctation, 2024

The approximate number of enterprises in the IT sector in 2023 was about
8,100, about 2,600 companies are technological startups. The number of IT
specialists working in Ukraine in 2023 incressed by approximately 2.7% to
346.200 people. At the same time, the number of professionals registered as
individual entrepreneurs decreased to 265,000 in 2023 against 272,800 in 2022.
In total, over the five years from 2018 to 2023, the growth in the number of
IT specialists in Ukraine amounted to 78.4% (IT Ukraine Association, 2024).

The landscape of Ukramian IT education became more competitive and
motivated. In 2023, Ukramian universities graduated 31,500 IT specialists.
Universities provide only 50% of the total number of required specialists.
EdTech companies have trained 620,000 graduates n recent  years.
IT companies create their own universities (IT Ukraine Association, 2024).

As of 2022, the digital development market of Ukmine amounted to
UAH 1,180.3 million. According to preliminary estimates, in 2023 the market
volume will reach UAH | 465.4 million, which is 19.50% more than m 2022,
About 39% of the market belongs to the development of web progects, 23% —
1o the creation of mobile applications and 18% — technical support of existing
projects (Digstal Developers Commuttee, 2023).

As for IT service providers, the Ukrainian market is divided into freelancers
and companies. Despite the thousands of self-employed professiomals n
Ukraine, companies still have a much larger market share in financial
nflows — 28% versus 72% (Digital Developers Committee, 2023).

The development of the ICT sector depends on the demand for digital
services among enterprises. as well as among their customers and the



populatton of Ukrame. This growth in demand requires advanced digial
mnfrastructure (such as mobile coverage and broadband intemet access) and a
high level of digatal skills of people.

More than 85% of Ukramian enterprises have access to broadband Internet
(Stase Stanstics Service of Ukraine, 2021 )

According to the latest data from the Intemational Telecommunication
Union (ITU), as of 2021, Ukrame's fixed- and mobile-broadband penctration
rates reaching 18.3% and 80.1% respectively. Mobile interet speeds remain
poor. The median mobile download speed n May 2023 was 24.74 Mbps,
compared to a global average of 42.30 Mbps, according to the network
mtelligence company Ookla. The median fixed-broadband speed was much
faster, per Ookly, clocking in at 66 88 Mbps ( Freedomhbouse, 2023).

According to the latest ITU data, 91.6% of the total popualation of Ukraine
was covered by at Jeast 3G mobile cellular network in 2021, At the end of June
2020, three major mobile operators (Kyivstar, Vodafone, and Lifecell) started
a 4G long-term evolution (LTE)}900 1echnology network expansion as a part
of a nationwyde program to provide fourth-generation (4G) technology for
mobile networks to 90% of the population by 2024 (Freedomhouse, 2023).
By the end of 2021, Kyivstar's 4G network reached 90% of Ukramne's
population, closely followed by Vodafone Ukraine with 83% coverage. Further
growth of the 4G network was put on hold with the operators” attention being
shifted to emergency restoration of base stations destroyed by Russuan military.
According to the ITU, as of 2021 at least 92% of the population was covered
by 4G mobile network and 83% of households had Internet access at home
(ITU, 2022).

For Ukraine, the indicators for digital skills presented in the European Digital
Compass 2030 are guidelines: by 2030 in the EU, 30% of the population will
master basic digital skills, Accoeding 10 the plans of the Ministry of
Dagital Transformation, it is planned to train 6 mullion Ukramians i digital
skills i 3 years, starting in 2021, The Digital Competence Framework for
Ukramnian citizens was developed on the basis of:

—~ The EU DigComp 2.1: Digital Competence Framework for Citizens,
which offers a tool 10 improve citizens” digital competence and includes
8 proficiency levels and examples of use:

~ Other recommendations i the field of digital competences from European
and international institutions. which are adapted to the national. cultweral,
educational and economic charactenistics of Ukraine.

Today, the Digital Competence Framework for Ukrainian citizens includes
4 dimensions, 6 arcas, 30 competencies and 6 fevels of digital skills. According
to the research of Minstry of Digital Transformation, m 2019, 53% of
Ukrainians had digital skills below the “basic level™. In 2021, the level of digital
skills has increased. The share of Ukrainians with digial skills below the



“basic level” decreased by 52% (1.42 million people), and cumrently amounts
to 47.8%. The share of Ukrainians who have no digital skills decreased by 4%
or by 1.09 million people. Information (78.9%) and communication skills
(79.2%} are more developed. The least developed are the skills of solving life
problems (55.8%) and creating digital comtent (36.8) (Ministry of Digital
Transformation of Ukraine, 2021).

Among the most threatenmg problems of digital transformation of business
in Ukraine are weak imstitutional anl legal environment, low level of digial
transformation of SMEs and their engagement into digital economy. Basically,
the main tssues of slow development of imnovations, ICT and startups are:

— msufficient support and regulation of the mdustry at the state level,

— Jow level of research quality in higher educational mstitutions and

~ lack of IT specialists in small enterprises and low level of dignal skills of

rs:

~ lack of pracuical application of domestic innovations i the field of ICT
and digital solutions for small businesses in the domestic market;

— umperfection of the ICT startup mfrastructure:

~ cases of pressure by law enforcement agencies on IT compantes.

These negative factors affect the digital transformation of Ukrainian
enterprises and prevent them from realizing thewr growth potential. The analysis
showed that small and medium-sized enterprises often face obstacles on the
way to digital transformation, in particular, due to a lack of funding, insufficient
awareness of organizational, legislative, and financial support measures for
projects of digital transformation of enterprises. Therefore, strategies, policies,
frameworks and best business practices should focus on SMEs as important
contributors 1o the development of the economy and the IT sector, the
development of innovation and the provision of [ICT services.

Conclusions

Summarizing, the main recommendations for digital transformation of
business and its state support must cover the creation of new opportunities for
growth of IT sector, increase domestic 1T consumption, support the Ukrainian
industries of software development, IT consulting, IT services, mnovations and
startups.

First, it s necessary to mcrease awareness of the need for digital
transformation, in particular, in small and medium-sized enterprises, to
stimulate them to implement digital transformation projects through measares
of financial, nformational and organizational support. SMEs  need
informational and advisory support when looking for financing for digital
mnovation. On the one hand, a number of effective govermment initiatives have
been launched to solve this problem, such as the “Dua City™ project, platfonms
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to support innovation and startups, ete. However, exasting support platforms
sometimes duplicate each other and are not updated, and the mformation about
svarlable funding opportunities provided by the platforms is not convement for

urs. [t is necessary to develop a freely available online database with
a list of financial sources available to entreprencurs from different countries
and different organizations. This will help SMEs in choosing those sources that
are relevamt for specific cases and the stage of the life cycle of digital
transformation projects. It is necessary to stimulate the joining of Ukrainian
enterprises to existing large-scale forergn platforms that connect SMEs looking
for finance with investors and creditors outside the banking system.

Financing the digital transformation of enterprises requires expanding
opportunities. In particular, there are no special funds for digital transformation
in Ukraine, and bank financing is not available for this. It is necessary to expand
the existing instruments and sources of financing, in particular, through grants,
funds of donor organizations. foundations, ete. The directions of financing
digital rransformation projects should include, in particular, the specific areas
of digital ransformation: mternal processes, business development: supply
chain management; product'service innovations; relations with customers;
mnovative business models; security; digital skills and dignal competences.
This will help w0 clearly predict the socio-economic effect of digital
transformation projects and create flexible and adaptive financial, mformation
und organizational support tools. It is necessary 10 organize joint management
and co-fimancing of digital transformation together with EU enterprises in
related sectors, in particular, through existing ICT and startup support
platforms. such as the Ukrainian Startup Fund and others.

In general, for the further development of the digital transformation of
business in Ukraine, it is necessary to take a number of measures. In particular,
Ukramian government and educational mstitutions should focus on increase the
number of qualified workforce mn the IT and ICT sectors, through the
development of education. the creation of innovative scientific and educational
hubs and projects.

It's important to further eliminate the gaps in the field of regulation and e-
government, which will improve the business processes of SMEs and increase
therr confidence in the digital environment. It s necessary to implement
measures of state support and increase access of SMEs 10 best expenence,
expertise and knowledge, to improve measures of state financial support for
projects of implementation of digital technologies and investments by SMEs.
Fmally, mproved mechanisms of interaction of the Ukrunian ecosystem of
inovanons, ICT and startups with other intermational and European similar
ecosystems of ICT mnovations and networks of financial support for digial
transformation and innovative development ure needed.
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