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DIGITAL TRANSFORMATION OF THE ECONOMY: BEST PRACTICES OF EU
COUNTRIES FOR UKRAINE

ZhezherunYu. V., PhD (Economics), Associate Professor
Kostohryz V. H., PhD (Economics), Associate Professor
Cherkasy Educational Scientific Institute of Banking University, Ukraine

Annomayusn: B pabome uccneoosan onvim cmpan EC ¢ obracmu yugposoii mpancghopmayuu, onpeoeneHuvl
cmpamezuu yupposuzayuu cmpan EC u Ypaunwl, evidenenvt ocnoguvie npodiemol, npensimcmeayouue ux 6HeopeHuio,
u KPI ons Ykpaunsl npu ycroeuu ycnewHou peanuzayuu. Boiaenenst nanpasnenus compyonuvecmsa EC u Ykpauno.

Knrwuesvte cnosa: yugposas mpancghopmayus, yugposuzayus, yugposas sxkonomuxa, COVID-19, cmpanv
EC, Vkpauna.

Annomayun: Maxonada Espona Ummughoxu mamnaxamnapunune pakamiau mpanc@opmayusiap coxacuoazu
madxcpubacu ypeanunzan, Eepona Ummugpoxu mamraxamiapu éa YKpaunanume paxamiaumupuul cmpameusiapu
AHUKIAH2AH, YVIApHU amManea owlupuwiea Ccaiduii mavcup Kunaémeaw dacocuii MyamMmonap aHukKiamou, 6d
mysappaxusmau amanea owupuw wapmu ounan Yepauna yuyn KIIH. Eepona Hmmughoxu ea Yxpauna ypmacuoazu
XAMKOPIUK UYHATUULIAPU AHUKTAHOU.

Kanum cyznap: paxamau mpancgopmayus, pakamaawmupuw, paxamau uxkmucoouém, COBH/[-19, Espona
HUmmugoxu mamnakamnapu, Ykpauna.

Abstract: The paper examines the experience of EU countries in the field of digital transformation, identifies
strategies for digitization of the EU and Ukraine, highlights the main problems hindering their implementation, and
KPIs for Ukraine, subject to successful implementation. The directions of cooperation between the EU and Ukraine
have been identified.

Keywords: digital transformation, digitalization, digital economy, COVID-19, EU countries, Ukraine.

Digital technologies have become an integral part of the world’s economies. Rapid digitalization
creates both new challenges and new opportunities for Ukraine. Ukraine has the potential for growth of
investment, innovation and business, and its focus on European integration provides a basis for studying
the experience of EU member states in the digital transformation of the economy.

The purpose of the work is to study the best practices of EU countries in the field of digital
transformation of the economy and possibilities of their application in Ukraine.

The COVID-19 pandemic and its impact on economy and society have underlined the crucial role
of digital technologies for people and businesses. Digital technologies are critical to recover from the
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crisis, to ensure that everybody and everywhere can benefit from digital opportunities, to foster EU’s
resilience and address the risks and dependencies on third countries, as well as to influence EU’s
positioning on the global stage. Digital technologies are also essential to achieve sustainability goals [1].

There are 2 digitization scenarios for the economy in the world: inertial (evolutionary) and target
(forced). The inertial (evolutionary) scenario assumes gradual digitalization of the economy over
decades, and the target (forced) one is a transition to a digital economy in 3-5 years. The EU countries
are characterized by a target (forced) digitalization scenario, while Ukraine is still trying to create the
preconditions for the application of such a scenario.

According to experts, given the implementation of the forced scenario of the digital economy, in
2030 the share of the digital economy of the world’s largest countries will reach 50-60% of GDP, and
Ukraine’s one will reach 65% of GDP [2]. Fig. 1 shows the KPI for the implementation of the forced
scenario until 2030 in Ukraine. Digitalization will significantly increase labor productivity and become
a powerful multiplier capable of launching the Ukrainian economy in the shortest possible time and
ensuring its real growth by 10-12% per year.

« coverage of the territory of Ukraine 4G-5G

« households have broadband Internet access (broadband)

« citizens have digital identification and the technical ability to use trusted
services

« the share of the digital economy in total GDP

« additionally created GDP

s increase in budget revenues

*new jobs

Fig. 1. KPI for the implementation of the forced scenario of Ukraine's economy
digitalization until 2030

EU member states stimulate digitalization processes, paying special attention to the development
of concept papers at national and regional levels to support the digitization of traditional industries. The
legislative basis of digitalization processes is actively developing. Thus, in 2020, the EU adopted a
number of laws aimed at the accelerated development of digitalization processes in the economy: Data
Governance Act, Digital Services Act, Digital Markets Act and Cybersecurity Act. For example, the
Digital Agenda of the Federal Government of Germany is supplemented by the Digital Strategy of the
Federal Ministry for Economic Affairs and Energy for 2025. Besides, in most countries there are special
bodies responsible for digital transformations, for Ukraine it is the Ministry of Digital Transformation.
The EU plans to set up a Digital Communications Fund to support international partners.

Before 2020, relations between Ukraine and the EU in the context of digitalization of the
economy and society were largely based on the 20 achievements expected from the Eastern Partnership
countries by 2020 — a roadmap that marked the harmonization of digital markets of partner countries
and the EU as one of the key expected results. In May 2019, the European Union officially launched a
new program in Ukraine called "EU4Digital: Supporting the Digital Economy and Society in the
Eastern Partnership”, which is formally aimed at expanding the benefits of the EU Digital Single Market
for Ukraine and other Eastern Partnership countries.

In March 2021, the European Commission presents a vision, targets and avenues for a successful
digital transformation of Europe by 2030. This is also critical to achieve the transition towards a climate
neutral, circular and resilient economy. The EU's ambition is to be digitally sovereign in an open and
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interconnected world, and to pursue digital policies that empower people and businesses to seize a
human centered, sustainable and more prosperous digital future. This includes addressing vulnerabilities
and dependencies as well as accelerating investment [3]. This strategy provides for coordinated action
on digital development in all member countries in the four main areas highlighted in Fig. 2, also it will
be the basis for the development of cooperation with international partners and organizations that have
similar goals for a sustainable and effective digital partnership.

Digital
development of
the public sector

Digital Digital Digital business
education infrastructure development

Fig. 2. Directions of digital development of EU countries until 2030

In February 2021, in Ukraine, there were public discussions on the digitalization of the economy
within the framework of the draft National Economic Strategy — 2030, which is being developed by the
Working Group of the Cabinet of Ministers of Ukraine on the platform of the Center for Economic
Recovery.

Funding for digitization processes in the EU is much higher than in Ukraine. The EU’s multi-year
budget for 2021-2027 provides for at least 20% of digital development spending, and the funds are also
pledged into the Next Generation EU Fund, which together amount to more than EUR 1.8 trillion. In
Ukraine, financial resources are enshrined in the Law of Ukraine "On the State Budget of Ukraine for
2021". The funding for digital transformation in 2021 will amount to EUR 51.6 million, including EUR
14.4 million for Internet connection of 6 thousand objects in villages and EUR 17.4 million for the
National Informatization Program.

Accordingly, the problems that hinder the digitalization of the economy include: institutional
(inconsistency or lack of legislation and digital strategies), infrastructure (low coverage of broadband
Internet — 100% in the EU, 60% in Ukraine; unequal access to technology), ecosystem (lack of
government incentives for development, the need for digital education, shortage of qualified personnel)
and financial.

Thus, Ukraine lags far behind the EU countries in terms of digital infrastructure, building a legal
framework, funding for digital transformation, etc. Under such conditions, it is important not only to
borrow the best practices of the EU countries, but also to establish close cooperation on these issues.
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