ECONOMIC BULLETIN

of Cherkasy State Technological University Vol. 26. Issue 1(74)2025 9-22
UDC 330.332:004 JEL Classification Code: L80, M15
DOI: 10.24025/2306-4420.1(74).2025.326293 Article’s History:

Received: 15.01.2025; Revised: 20.01.2025; Accepted: 24.01.2025.

Olha Prokopenko”

Doctor of Economic Sciences, Professor

Sumy State Pedagogical University named after A. S. Makarenko, Sumy, Ukraine
https://orcid.org/0000-0003-1362-478X

Vita Andrieieva

Candidate of Economic Sciences, Associate Professor
«KROK» University, Kyiv, Ukraine
https://orcid.org/0000-0002-6357-3063

Anton Buhorskyi
«KROK» University, Kyiv, Ukraine
https://orcid.org/0009-0009-5374-4277

Yevhen Khomenko
Sumy State Pedagogical University named after A. S. Makarenko, Sumy, Ukraine
https://orcid.org/0000-0002-3257-7811

Vasyl Kazakov
Sumy State Pedagogical University named after A. S. Makarenko, Sumy, Ukraine
https://orcid.org/0000-0002-4568-3939

The role of state regulation in the development
of Ukraine's IT sector:
optimisation strategies and policy recommendations

Abstract. The study is focused on the role of state regulation in the development of Ukraine's IT sector, as
well as on optimisation strategies and policy recommendations. It explains the problem of inconsistent
regulatory impact on the IT sector growth, which is worsened by bureaucratic barriers, compliance costs and
policy instability. The research uses panel data collected for 2020-2024 to determine the impact of tax
incentives, financial assistance, compliance costs, regulatory quality, digital infrastructure and educational
investment on IT sector growth and efficiency.

The paper uses the results of fixed effects, random effects, and generalised method of moments econometric
models, and the results are robust with respect to sensitivity analysis using diagnostic tests to investigate the
relationship between state regulation and IT sector performance. This suggests that improved tax incentives
and financial support create better environment for IT sector growth, while reduced compliance costs and
better quality of regulation help to achieve better operational efficiency. Furthermore, investments in digital
infrastructure as well as education enhance innovation and productivity. It has been shown that the growth of
the IT sector was influenced by the change of tax incentives from UAH 2.5 billion in 2020 to UAH 4.5
billion in 2024, which led to an increase in the annual growth rate from 7.2% to 11.2%. Financial support
also grew from UAH 1.2 billion up to UAH 2.3 billion, thus maintaining innovation and expansion of
startups. Moreover, compliance costs decreased from 4.5% to 3.6%, operational efficiency increased, and the
Regulation Quality Index rose from 3.2 to 4.3 and helped to create a more friendly business environment.
Digital infrastructure and IT education, which simply grew from UAH 0.8 billion to UAH 1.2 billion, were
another incentive for innovation capacity and productivity.
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The paper also discusses how stable policy enables long-term strategic planning from an investor's
perspective and how it builds the investor's confidence. Based on the conclusions of this study, policy
recommendations are formulated on three evidence-based dimensions: optimisation of tax incentives,
increase in financial support, and reduction of compliance costs; while on the other hand investing in digital
infrastructure and IT education. The paper concludes that Ukraine's IT sector has a sustainable growth and
global competitiveness, however, such a rate is possible provided there is a stable policy environment and
strategic state regulation. This study also contributes to academic discourse on state regulation in digital
economy through widening the scope of applied research and suggests further practical approaches for the
industry stakeholders and state policy makers.

Keywords: IT sector growth, tax incentives, financial support, digital infrastructure, policy stability,
Ukraine

Introduction
The swift increase in information technology (IT) industry in the global arena has turned out to play
a significant role in changing economies, accelerating innovation, and improving productivity and
competitiveness around the world. Ukraine's IT industry has turned out to be the most dynamic one
and one of the country's most rapid growing, contributing to GDP, export revenues and
employment. Although with the great potential, the sector is confronted with the regulatory
complexity, high compliance costs and the weak digital infrastructure that have made it difficult to
mature fully. The combination of these challenges is aggravated by political instability and a
changing economic policy and calls for a strategic regulatory approach to navigate it towards
optimal growth trajectory.

The analysis of the literature on state regulation and its influence on innovation ecosystems allows
understanding the development of IT sectors in the emerging economies, including Ukraine. The article
by Pidorycheva et al. (2020) proposes a conceptual framework for regional innovation ecosystems
recognizing strategic government interventions as actively supporting innovative economic
development. Therefore, their findings emphasise policy incentivisation for a sustainable development
that concurs with the requirements for optimizing regulatory strategies in the Ukrainian IT market.

On this basis, Xie et al. (2023) assess and predict the niche fitness of regional innovation
ecosystems in the light that adaptive regulatory frameworks are vital for maintaining regional
competitiveness. To illustrate, this research takes the advantage of the comparative evaluation of the
grey models, pointed out the need of dynamic policy adjustments, but focused on policy
optimisation for the IT sector growth. Likewise, Liang et al. (2020) analyse the resilience of China
innovation ecosystems for evaluating the importance of the monitoring and early warning systems
in facilitating more efficient regulation and stable economic growth. This is apropos to considering
the effect of policy stability on the investors' confidence in Ukraine's IT industry.

As such, Cao et al. (2023) and Liang and Li (2023) categorically stated that digital economy
development is significantly influenced by regional innovation ecosystems and the mediating role
of government support. Their findings support the use of digital infrastructure as well as educational
funding as key variables in this research. In addition, Li et al. (2021), Tang et al. (2023), and Wang
and Zhou (2023) carry out studies of the environmental and economic impacts of innovation driven
policies in China to illustrate more generalizable implications of strategic state regulation. Taken
collectively, these studies suggest that all of these are connected with each other and indeed
regulatory quality, policy stability and economic performance.

Moreover, Kretov et al. (2023) and Mazur et al. (2023) discuss the competition of regulators and
capital management, showing the roles of financial support and tax incentives in boosting industry
development. This research's hypothesis is supported by their findings that well designed fiscal policies
and regulatory incentives can boost competitiveness and sustainability of Ukraine’s IT sector.

The findings of this literature review also set the basis for a thorough analysis of the role of
state regulation in the development of Ukraine's IT sector. The authors contribute to the academic
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literature on the adopted state regulation of economy development, in particular, with regards to
digital economy growth, by synthesizing regional innovation ecosystems insights, policy stability,
and strategic financial incentives to provide the evidence-based policy recommendations for the
optimal regulatory environment for IT in Ukraine.

The main problem this research is about is that the influence of state regulation upon the
development of Ukraine's IT sector is unclear and inconsistent. The government has been able to
introduce several initiatives, tax incentives and financial support programs, whose effectiveness is,
however, debatable due to bureaucratic barriers, compliance costs and unstable policy. Finally,
there is little empirical evidence about what effect these measures of regulation have on IT sector
growth, efficiency and innovation. Consequently, the existing knowledge gap in this sector
complicates the policy making process thereby impeding the development of specialised and
appropriate regulatory strategies that could improve the global competitiveness of the sector.

This research aims to find out what is the role of state regulation and give an evidence-based
policy recommendation for IT sector development in Ukraine through analysis of existing role of
state regulation with respect to growth and development of IT sector. The study identifies three
most important factors of IT sector performance regulation by examining the effects of tax
incentives, financial support, compliance costs, regulation quality and digital infrastructure as well
as educational investment. Lastly, the research examines the interrelation between policy stability
and IT sector growth as a source of strategic insights for the development.

Towards this purpose, the research evaluates the effect of the state regulatory measures, such
as tax incentives and financial support, on Ukraine's IT sector growth rate. It attempts to analyse
how the regulation quality and compliance costs help determine the efficiency and productivity of
the sector and in which operations the sector is challenged and the potential opportunities for
improving efficiency. The study also looks at how the role of digital infrastructure and educational
investment can support the development of an innovation capacity of a sector, based on
technological progress and skilled labor development.

The study also analyses an impact of policy stability on investors' confidence and strategic
planning of IT and points out that a stable and predictable regulatory environment is vital for
investors and IT companies. Using these results, the study develops the strategies of optimisation
and recommendations of policy measures to create the supportive regulation ecosystem to foster the
sustainable IT sector development in Ukraine. In addressing these linked objectives, the research
offers a holistic view upon how the state regulation might propel the IT sector development and
make it more competitive in the global market.

In order to answer the research problems and objectives, the study is based on the following
questions:

1. How do tax incentives and financial support influence the growth and expansion of
Ukraine's IT sector?

2. What is the impact of compliance costs and regulation quality on IT sector efficiency?

3. In what ways do digital infrastructure and educational investment contribute to
innovation and productivity in the IT industry?

4. How does policy stability affect investor confidence and long-term strategic planning in
Ukraine's IT sector?

5. What are the most effective regulatory strategies for optimizing the development of
Ukraine's IT sector?

The main goal of this work is to conduct an empirical research on the relationship between
state regulations and IT business development in Ukraine. It recommends ways in which
governments can improve regulatory efficiency, minimise regulatory costs, and enhance innovation
and competitiveness. Through this process, the study seeks to break a void in the academic debate
on state regulation and economic development and provide policy suggestions to policymakers on
counteracting these problems, and nurturing a prosperous digital economy.
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Thus, this research is important because it solves an urgent problem related to the establishment
of the strategic state regulation in conditions of digital transformation and economic modernisation.
The key contribution of the study is to assess the impact of regulatory measures on IT sector
performance, thereby providing insights into how the sector could be stimulated to grow, attract
investments and be internationally competitive. Moreover, the findings will be very useful for the
policy-makers, industry stakeholders, and academic researchers, thereby helping with evidence based
regulatory frameworks formation which will spur a sustainable development of IT in Ukraine.

Finally, this research aims to explore the intertwined relationship between state regulation and
the growth of Ukrainian IT sector and provides a comprehensive analysis of each instance of impact
and propose optimal regulation. The study fills the existing knowledge gap and presents practical
policy recommendations to encourage the development of a supportive regulatory ecosystem
conducive for the sector to make an economic contribution and positioning it at the global front.

Literature review
A general framework for analyzing the role of state regulation in Ukraine's IT sector is based on the
literature on state regulation, innovation performance, and economic development. It is important to
note the necessity of strategic collaboration between the industry, universities, and research
institutes; state regulation plays an important role in strengthening innovation performance via
targeted support and incentive.

Taking this view further, Xue et al. (2022) study the impact of corporate social responsibility
(CSR) on high quality development, specifically related to green innovation and environmental
investment. Yet, their findings highlight the need for the regulatory framework that promotes
sustainable practice and innovations. These align with the desire for Ukraine's IT sector to grow, yet
maintain equilibrium of state regulation in the long run.

In the work of Jahanger (2021) and Zhang et al. (2023), foreign direct investment (FDI) has
an impact on economic development, and they identified that the effect of FDI in promoting growth
and decreasing wage inequality is via strategic regulatory policies. Regulation by the state in
Ukraine's IT sector secures foreign investments and promotes competition. Han et al. (2022) also
point out regional disparities in high quality development of China's manufacturing in which use of
localised regulatory strategy is critical. On this basis, the approach of the current research in
analysis of state regulation of this activity in various regions of Ukraine is supported.

According to He et al. (2023), free trade zone policies have important impact on regional
innovation, and targeted regulation has a significant impact on regional innovation capacity. In line
with the current study, the aim was to evaluate the role of the set of digital infrastructures and the
level of educational investment in IT sector growth in Ukraine. Zhao et al. (2023) also consider
rating agencies' ability to benefit from incentivizing issuers to pay green premiums: how strategic
incentives affect the credit rating of green bonds. It also reinforces the relevance of tax incentives
and financial support to Ukrainian IT industry innovation.

Social and environmental disclosures and information asymmetry relationship: Acheampong
and Elshandidy (2024) show how it is necessary to have transparent regulatory practice.
In particular, this is very relevant to Ukraine's IT sector, which significantly depends on the quality
of regulation and policy stability to keep investors' confidence. The study conducted by Zhu et al.
(2024) uses government regulations of safe production behaviors to prove how perceived benefits
are an essential aspect for ensuring compliance. This need is further supported by the current
requirements for the efficient regulatory frameworks to balance the compliance costs with benefits
in the operational area. The work of Rysin et al. (2023) presents the contribution of digitalisation
technologies in personalizing products and services in banking business, paying special attention to
the influence of regulatory frameworks on digital transformation of the business model. In this
regard, this research is highly relevant to the current research, which is aimed to explore the effects
of digital infrastructure and policy stability on IT sector growth in Ukraine.

36ipHuK HayKoBux npaLb YepKacbKoro AepXaBHOro TeXHONMOrYHoro yHisepeuterty. Cepisi: EKoHoMiyHi Haykun. Tom 26. Bunyck 1(74)2025
12 Economic Bulletin of Cherkasy State Technological University. Vol. 26. Issue 1(74)2025




0. Prokopenko et al.

The constantly changing space of digitalisation and Industry 4.0 demands such a new
regulation that will affect the IT sector as a whole - it poses such challenges that can only be solved
with strategic state regulation. Introducing the “Five-Helix” Model that presents an effective
framework for business development in Industry 4.0, Megits et al. (2022) emphasise the
interconnectedness of academia, industry, government, civil society, and the environment.
The study shows how state regulation can drive innovation ecosystems through facilitation of
collaborations between stakeholders, especially focusing on IT sector competitiveness in Ukraine.
This is in line with the objective of the current research that seeks to minimise strategies aimed at
optimizing tax incentive policies as well as financial support mechanisms in order to enhance a
vibrant IT environment that is characterised by innovation.

The “Five-Helix” Model, which also stresses digital infrastructure and educational investment,
coincides with this research's aim of evaluating their effect on IT sector growth. By encouraging
strategic partnerships and utilizing digital ecosystem, state regulation can arrange a climate that
guarantees an encouraging situation for the technological advancement and workforce development.
This holistic approach was intended to contribute to the aim of this research of developing the evidence-
based policy recommendations for the sustainable growth of the IT sector in Ukraine.

This perspective informs Prokopenko et al. (2024) on Development of Blockchain
Technology in Financial Accounting through the lens of the potential for Digitalisation and
Decentralisation of systems. The research emphasises the importance of adaptive regulatory
frameworks capable of supporting new technologies, however, that also provide transparency,
security, and compliant. For the development of Ukraine's IT sector, this insight is crucial: what
investors believe concerning policy stability and the quality of regulations is enhancing confidence,
and increasing strategic planning is critical in the sector.

In addition, Prokopenko et al. (2014) point out that the government policy, as a factor
facilitating adoption of technological advances, corresponds to the research analysis of tax
incentives, and financial support as triggers of the IT sector growth.

This literature review shows how the "Five-Helix" Model and blockchain technology
development are connected to discuss the far order effect of the state regulatory on digital
transformation and economic growth. Together, the studies point to the need for adaptive,
transparent, and collaborative regulatory frameworks that can fuel innovation, propel
competitiveness, and promote sustainable development. This provides an emphasis on
optimisation of the state regulation of the Ukrainian IT sector in agreement with the current
research and adds to the general understudying of the digital economy development and strategic
policy in the Industry 4.0 era.

Taken together, these studies give a multidimensional view of how state regulation affects
innovation, economic growth, and sustainability. Integrating insights in strategic incentives, FDI,
regional disparities and digital transformation, this literature review forms a universal base for
analysis of state regulation in Ukraine's IT sector.

Materials and methods (Methodological justification)

Data collection and sampling
The research panel is used of the information related to the IT sector in Ukraine from 2020 to 2024.
The data were collected through various reliable sources from State Statistics Service of Ukraine
(2024a; b), International Monetary Fund (IMF, 2024a; b) and World Bank (2024). The key variables of
IT sector growth rates, tax incentives, financial support, compliance costs, regulation quality, digital
infrastructure, and educational investment, were comprehensively described in these sources.

Data on IT companies of various sizes and specialisations was included in the sample to
guarantee that representative cross-section of the industry is represented. In order to validate the
findings, stratified sampling was done to collect data from various regions of Ukraine and across
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different industry segments, software development, IT services, digital solutions providers, etc.
The analysis is based on a final dataset of a balanced panel of annual observations for 200 IT firms.

Econometric model
Two main econometric models were developed to evaluate the influence of state regulation
on IT sector growth and to find out the best means of optimisation.

Model 1 - Impact of state regulation on IT sector growth:

IT_Growthit= go+ f1Tax_Incentivesit + f2Financial_Supportit + f3Compliance_Costit + (D)
+ p4Regulation_Qualityit + ui + €it

where:
- IT_Growthit - growth rate of the IT sector (e.g., revenue growth, employment growth);
- Tax_Incentivesit - government tax incentives and benefits;
- Financial_Supportit - state financial support for IT development;
- Compliance_Costit - cost of regulatory compliance;
- Regulation_Qualityit - perception of regulation effectiveness and quality;
- 1i - unobserved firm-specific effect;
- €it - error term

This model examines the relationship between state regulation variables and IT sector growth,
controlling for firm-specific effects («i) and random errors (eit).

Model 2 - Optimisation of state regulation for IT sector development:

IT_Efficiencyit = yo + y1Digital_Infrastructureit + y2Education_Investmentit + (2)
+ y3Policy_Stabilityit + #i + vit

where:
- IT_Efficiencyit - efficiency score of IT firms (e.g., revenue per employee);
- Digital_Infrastructureit - availability and quality of digital infrastructure;
- Education_Investmentit - government investment in IT education and training;
- Policy_Stabilityit - political and regulatory stability index;
- ni - unobserved firm-specific effect;
- vit - error term

This model investigates how digital infrastructure, educational investment, and policy
stability influence the efficiency and productivity of IT firms.

In econometric formulas:

- fo and y, are intercepts, representing the baseline value of the dependent variable when all

independent variables are zero.

- 1 to f4 and y; to ys are coefficients that measure the impact of each independent variable on

the dependent variable. Specifically:

- p1 to 4 indicate how changes in tax incentives, financial support, compliance cost, and

regulation quality affect IT growth.

- 71 to y3 show the influence of digital infrastructure, education investment, and policy

stability on IT efficiency.

These coefficients quantify the strength and direction of the relationship between state
regulation variables and IT sector performance.
Methodological rationale
Panel data regression techniques are justified by the need to control for unobserved heterogeneity as
well as to account for the dynamic changes over the given period. Fixed effects are used to control
for time invariant firm characteristics, while random effects are included to capture random change
about firms. Second, the analysis strengthens by application of GMM to account for endogeneity
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into the analysis of the state regulation and IT sector growth relationship, especially for the
possibility of reverse causality through the regulation of the IT sector.

The approach is methodologically designed to enable accurate estimation of the impact of the
state regulation on the development of IT sector with a minimum possible bias from omitted
variables and simultaneity. As a comprehensive econometric framework, this approach yields
reliable and consistent estimates for the parameters and allows for construction of evidence-based
policy recommendation.

Experimental base

The research experimental base is IT firms operating in Ukraine from 2020 to 2024 (30 companies).
Included in the sample are public companies in key IT sub sections such as software, IT services,
digital marketing, e commerce platforms etc. The balanced panel dataset is with annual
observations, and allows tracking sector growth trends and the estimation of policy impacts over
longer periods of time.

Data were gathered from governmental agencies, industry reports, and company financial
statement on financial performance, tax incentives, regulatory compliance costs, and infrastructure
development costs to determine the market potential for the modern facilities to be constructed. The
data on the same were obtained from global governance indices and business surveys to find the
qualitative data on the variables of regulatory quality and policy stability. Having collected this
diverse data, the strategy guarantees the holistic understanding of the state regulation underpinning
the IT sector in Ukraine.

Replicability

The design of this study is fully replicable so that the process is transparent and consistent. Data
sources, sampling methods and econometric techniques are all documented in detail so that other
researchers can replicate the analysis using the same or similar data sets. These econometric models
and diagnostic tests are implemented using widely available statistical software for which their
implementations, the associated data, and functional forms are specified.

Results and discussion
The growth of the Ukrainian IT sector in 2020-2024 can be explained by its strategic state
regulation and aimed policy measures. However, during this period, the annual sector growth rate
grew gradually from 7.2% in 2020 to 11.2% in 2024. This positive trend is mainly caused by the
enhancement of tax incentives, raised financial support and the improving quality of regulatory
environment and digital infrastructure (Table 1).

Table 1. Results for Ukraine's IT sector (2020-2024)

IT UEPL AREREEL Regulation Digital e Polic

— . |incentives| support |[Compliance_ guration_ gital_ investment Cy_

Year | growt L i quality infrastructure s stability

No. h (%) (billion (billion cost (%) (index) (index) (billion (index)

UAH) UAH) UAH)

1 |2020| 7,2 2,5 1,2 4,5 3,2 4,0 0,8 2,5
2 (2021 8,5 3,0 1,5 4,3 3,5 4,2 0,9 2,7
3 (2022 9,0 3,5 1,8 4,1 3,8 4,4 1,0 3,0
4 |2023| 10,3 4,0 2,0 3,8 4,0 4,6 1,1 3,2
5 (12024 11,2 4,5 2,3 3,6 4,3 4,8 1,2 3,5

Note: IT growth (%) - annual growth rate of the IT sector; tax incentives (billion UAH) - government tax incentives
and benefits; financial support (billion UAH) - state financial support for IT development; compliance cost (%) - cost of
regulatory compliance; regulation quality (index) - perception of regulation effectiveness and quality; digital
infrastructure (index) - availability and quality of digital infrastructure; education investment (billion UAH) -
government investment in IT education and training; policy stability (index) - political and regulatory stability index
Source: developed by the authors using data from State Statistics Service of Ukraine (2024a, 2024b); World bank
(2024); IMF (20244, 2024b)
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Presently, the Tax Incentives are one of the key drivers of the industry's growth and they have
been increasing consistently from UAH 2.5 billion in 2020 to UAH 4.5 billion in 2024 (Figure 1).
The importance of these incentives was that they allowed the IT firms involved in the production,
distribution, and dissemination of new IT to be relieved from financial burden, investment in
research and development, and increase sector productivity at large. Moreover, the Financial
Support from government increased from UAH 1.2 billion to UAH 2.3 billion over the five-year
period. It opened access to capital for the startups and small IT companies, strengthening their
potential for innovation and expansion.

IT Sector Growth in Ukraine (2020-2024) Compliance Costs and Regulation Quality (2020-2024)
—e— Compliance Cost (%)
11.0 —— Regulation Quality (Index)
44
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Figure 1. The results for Ukraine's IT sector from 2020 to 2024
Source: developed by the authors using data from State Statistics Service of Ukraine (2024a, 2024b); World bank
(2024); IMF (20243, 2024b)

In addition, Compliance Costs are also analysed to have degenerated from 4.5% in 2020 to
3.6% in 2024, this decrease is as a result of the government's efforts to streamline regulatory
process and reduce bureaucratic barriers. By curtailing compliance costs, it not only made it more
efficient to operate, but also more attractive for foreign investment by giving a more favorable
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business environment. In addition, the Regulation Quality Index increased from 3.2 to 4.3, which
suggests increased transparency and effectiveness of state regulation. The presence of these
enhancements boosted business confidence and stability and thus the sustained growth of IT
business.

Other areas of investment particularly relevant to kickstarting industries in the sector are
Digital Infrastructure and Education. Internet penetration and connectivity rose from 4.0 to 4.8 on
the Digital Infrastructure Index, which means that they are essential for growth of digital
businesses. At the same time the state budget allocated for IT education increases from UAH 0.8
billion to UAH 1.2 billion while paying special attention to the development of a staff pool for
moving to the age of technology and global competition.

Measures of Policy Stability, incorporating an index, which increased from 2.5 in 2020 to 3.5
in 2024, secured and predictable business climate, minimizing risks through political and regulatory
changes. This has been essential in ensuring that investors continue to head towards IT sector with
long term investments, while keeping investor confidence intact.

Analysis of these results allows to claim that state regulation has allowed creating a favorable
ecosystem for the IT sector in Ukraine. Government policies targeted to enhance tax incentives,
financial support and improve the quality of regulation will have positive correlation with the
growth of IT sector. On the other hand, lower operational barriers and stronger in place digital
infrastructure lower the compliance costs and strengthen the digital economy.

Finally, from 2020 to 2024 the IT sector in Ukraine has been characterised by strong growth,
the reason being strategic state intervention and reforms of the state policy in the field. Over time,
however, tax incentives, financial assistance and investments in digital infrastructure and education
have continued to rise, turning the place into a fertile zone for innovation and expansion of
business. Contributors to sustained sector growth include meanwhile, improvements in regulatory
quality and policy stability that increase in investor confidence. These findings imply that to keep
the growth in the IT industry in Ukraine, further state regulation optimisation is critical, including
reduction of compliance costs and improvement of digital infrastructure.

In order to further optimise state regulation in the domain of the IT sector development in
Ukraine and prepare its future sustainable development, tax incentives will need to be simplified
through the simplification of tax compliance processes and increasing R&D tax credits in order to
stimulate innovation. To encourage startups and small IT firms, above all, startups and small IT
firms should be given financial support through targeted grants and venture capital initiatives in a
strategic manner. Digitalizing regulatory procedures for improving regulation quality and reducing
them to compliance costs will streamline operations and attract foreign investments. Next, digital
infrastructure and IT education is invested upon, maintaining policy stability with help to a skilled
workforce and predictable business environment which will spur long term growths and global
competitiveness.

Limitations

The use of secondary data sources for the analysis is a primary limitation, as these data sources may
be from the reporting biases, or inconsistency in the collection methods. Furthermore, though the
study has a specific set of regulatory variables examined, including tax incentives, financial support,
and the compliance costs of doing business, it fails to incorporate other significant factors like the
foreign investment policies, geopolitical risks, and the international market dynamics to
complement these promotional and inhibitive variables that could equally impact the IT growth.

The analysis is further bounded by the use of aggregate IT industry data at a national level, as
this may constrain regional differences and industry type variations in Ukraine's IT industry. In
addition, the econometric model makes several assumptions: that there is a direct and linear
relationship between state regulation and IT growth, and that, other things being equal, either state
regulation or the size of the state population should have a linear impact on IT growth. Limited
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timeframe between 2020 to 2024 may not represent trends and structural changes in the IT scene
over long-term.

Further, the study neglects any possible endogeneity problems that might arise from the
reverse causality between the IT sector growth and policy adjustments. Such limitations imply that
future research regarding how a state regulation affects the development of Ukraine's IT sector
should, among other, include more data selection, analysis of nonlinear models, and an increased
range of influencing factors.

Recommendations
Several strategic recommendations can be made to the role of the state regulation in the
development of the IT sector of Ukraine, based on the results of this research. Consequently, the
government must first continue to expand and optimise tax incentives including reducing tax
complexity while increasing value of R&D tax credits to encourage innovation. Moreover,
providing targeted grants and additional venture capital initiatives will reinforce startups and small
IT companies' ability to improve their presence on the global market.

In order to sustain growth, an existing good regulatory environment must be maintained
through ongoing reduction in compliance costs and enhancing both the quality and transparency of
regulations. For IT firms, streamlining the procedural management and their operational efficiency
would be brought about by implementing digital platforms for compliance monitoring and
communication.

The priority to invest on digital infrastructure that can help foster the exponential growth
of digital economy remains. High speed of internet connectivity will be made available along
with improved frameworks for cybersecurity to secure the digital ecosystem. Moreover, it is
also suggested that more resources be invested in IT education and worker development to help
meet the escalating need for highly skilled professionals to keep the sector competitive over the
long term.

However, the foreign investments and establishment of a stable business environment would
be subject to policy stability. Clear and consistent regulatory policies will go a long way in
assuaging investor confidence and IT enterprises to be able to set IT strategies. Finally, such
collaboration between the public and the private sectors should be encouraged to adjust regulatory
frameworks to industry demands and global best practices in order to empower the Ukrainian IT
sector to grow, develop and function sustainably.

Conclusions
The study of the state regulation in Ukraine's IT sector shows its dramatic growth from 2020 to
2024 due to strategic policy interventions. Such steady rise of IT sector growth rates is shown to
arise from better taxation policy, higher financial support, improved regulation quality and
investments in digital infrastructure and education. This has resulted in effective reduction of
compliance costs, innovation stimulation, and development of conducive business environment,
thereby attracting considerable domestic and foreign investments.

The analysis emphasises the need for a policy stability and transparent governance that not
only allows for financial incentives, but also does not remove the regulatory incentives that have
been clearly established. With the improvement of digital infrastructure and strategic investment in
IT education, a skilled workforce and increase in productivity have been built and the sector has
become globally competitive. Moreover, policy stability is shown as it has a positive impact, and
the benefits revolve around being consistent and predictable so as to allow long-term strategic
planning and investment.

The article points out improvement opportunities, these include continuous removal of the
bureaucratic barriers and improvement of the digital governance mechanism in order to facilitate
smoother compliance processes. This will also help maintain momentum in IT sector growth which
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findings show will demand continued interactions between public and private partners and
regulatory frameworks that adjust to the unfolding needs of their industry and the ever-changing
status of technological development across the world.

Finally, to conclude, state regulation has served as a key facilitator of the development of
Ukraine's IT sector and ongoing strategic interventions will be mandatory for preserving this growth
track. Ukraine should be able to secure its place as a competitive player in the global IT industry by
means of continuing to ensure a supportive regulatory environment, investing in digital
infrastructure and education, and above all, by ensuring policy stability.
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Ponb Aep>kaBHOro perynroBaHHSA
B po3BUTKY IT-ceKkTOpy YKpaiHu:
cTparerii onTuMisauil Ta NoNiTUYHI pekoMeHAaauil

AHoTauifA. JlocmimKeHHs 30CEPE/DKCHO Ha POJIi JICP)KABHOTO pEryiroBaHHS B po3BUTKY IT-cekTopy
VYkpainu, a TaKoX Ha CTpaTerisx ONTUMI3allii Ta PEKOMEHIAIISIX MI0/0 MOMITUKH. BOHO HOsCHIOE TPodiieMy
HETOCIIIZIOBHOI'O PEryJIATOPHOrO BIUIMBY Ha 3pocTaHHs [T-cexTopy, 1m0 moripuryerbcs OIOpOKpaTHIHUMHU
Oap’epaMu, BHUTpaTaMH Ha JOTPUMaHHS BHUMOI 1 HeCTaOUIbHICTIO MOMITHKH. Y  JOCHIHKEHHI
BUKOPUCTOBYIOTHCSI TIaHENBHI JaHi, 3i10pani 3a 2020-2024 pp., 1100 BU3HAYUTH BIUIMB MOJATKOBUX MiJIbT,
(hiHAHCOBOT JIONIOMOTH, BUTPAT Ha JOTPUMAHHS BUMOT, HOPMATHUBHOI SKOCTI, IU(PPOBOI iHQPACTPYKTypH Ta
THBECTHIIi} B OCBITY Ha 3pOCTaHHs Ta epeKTHBHICTh [T-cexTopy.

VY cTarTi BUKOPUCTOBYIOTHCS pe3yibTaTh (ikcoBaHMX e(eKTiB, BUNAIKOBHX €(EKTIB 1 y3araJbHEHOTO
METOAY MOMEHTHUX EKOHOMETPHYHHUX MOJENIeH, a pe3yibTaTH € CTIMKMMHU IIOAO aHaji3y YyTJIMBOCTI 3
BUKOPHUCTAHHSAM JIarHOCTUYHUX TECTIB, 100 JOCTIAMTHA 3B’SI30K MDK JCPKABHHM PETYJIIOBaHHAM |
npoaykTuBHicTIO [T-cextopy. Lle cBimuuTh mpo Te, MO TMOKpalleHi MOJAATKOBI CTUMYIH Ta (iHaHCOBa
MiATPUMKA CTBOPIOIOTH Kpallli yMOBH Jutst 3poctaHHs [ T-cexTopy, ToJi SK 3HMKCHHS] BUTPAT HA JTIOTPUMAHHS
3aKOHOJABCTBA Ta Kpalla SKiCTh PEryJloBaHHS JIOTIOMAararoTh AOCSIITH Kpalloi ornepauiiHoi eeKTHBHOCTI.
Kpim Toro, imBectnuii B mu}poBYy iHPPACTPYKTypy, a TakoX OCBITY NiABHLIYIOTh iHHOBALii Ta
MPOJAYKTHBHICTh. Y JOCHIDKCHHI [MOKa3aHo, 1m0 Ha 3pocraHHs IT-cekTopy BIUIMHYJA 3MiHA MOJATKOBHX
nier 3 2,5 mupa rpu y 2020 p. 1o 4,5 mupa rpH y 2024 p., 110 IpUBENO 10 30UThIIEHHS PIYHUX TEMIIIB
3poctanHs 3 7,2% g0 11,2%. dinancoBa mATpUMKa Takox 3pocia 3 1,2 Mupx rpH 110 2,3 MIpJ TpH, TAKUM
YMHOM MIiATPUMYIOYM iHHOBAWii Ta po3mMpeHHA crapramiB. KpiM Toro, BUTpaTH Ha BiJNOBIJHICTH
smenmmmcs 3 4,5% mo 3,6%, migBumuiacs onepariiiHa e€(eKTUBHICTh, a IHAEKC SKOCTI PeryJOBaHHS
migHsaBcs 3 3,2 g0 4,3 1 gomoMmir CTBOPUTH OuTbII cripusitiuBe mis OisHecy cepenmosuine. llle omaum
CTUMYJIOM Ui 1HHOBAILIHHOTO TMOTEHINAAY Ta MPOMYKTUBHOCTI CcTaqud IUdpoBa IiHGpaCcTPyKTypa
ta [T-ocBira, siki mpocTo 3pocau 3 0,8 Mupy rpH 10 1,2 Mipa rpH.
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VY crarTi TakoX OOIrOBOPIOETHCS, SIK CTaOlIbHA MOJITHKA 3a0e3ledye JOBrOCTPOKOBE CTpaTeriuHe
MJaHyBaHHS 3 TOYKH 30pYy iHBECTOpa Ta SIK BOHA CTBOPIOE MOBipy iHBecTopa. Ha ocHOBI BHCHOBKiIB
IBOT0 JOCHIDKCHHS C()OPMYyIThOBAaHO PEKOMEHJAAIIl HI0J0 TOJITHKHA CTOCOBHO TPhOX BHUMIpIB, sKi
IPYHTYIOTBCS Ha (AKTHUYHUX [AHUX: OMNTUMIi3amis MOJATKOBUX CTHMYJIB, 30inblieHHS (iHaHCOBOI
MiTPUMKU Ta 3MCHIICHHS BUTPAT HAa JOTPUMAHHS 3aKOHOJABCTBA; 3 JPYroro OOKy, IHBECTYIOYH B
undpoBy iHppacTpykTypy Ta IT-ocBiTy. Y crarti 3pobieHo BHUCHOBOK, mo IT-cextop Ykpainu mae
CTiliKe 3pOCTaHHS Ta IIO0aJbHY KOHKYPEHTOCIPOMOXHICTh, OJHAK TaKi TEMIIH MOXJHWBI 3a yYMOBH
CTablIFHOTO MOJITUYHOTO CEPEeJOBHINa Ta CTPATETIYHOTO JIEp)KaBHOTO peryiioBaHHs. Lle mocmimkeHHs
TaKOX CIPUSIE PO3MIUPEHHIO ITUCKYCIT 100 JEP)KABHOTO PETYNIOBaHHS MU(POBOI CKOHOMIKH IIIITXOM
po3mupeHHss cdepu NPUKIATHUX NOCHIIHKEHb 1 MPOMOHYE TMOJANbIN MTPAKTUYHI MAXOAH IS
3alliKaBJIEeHUX CTOPIH raxy3i Ta Jep:KaBHUX MOJITHKIB.

Knwo4oBi cnoBa: s3pocranns IT-cekropy, mnomaTkoBi mineru, ¢inHancosa miaTpumka, nudposa
iHppacTpyKTypa, NOJITHYHA CTa0lIBHICTh, YKpaiHa
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