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of net income from sales, total income, the level of profitability of operating and all activities in the studied period. Also, large enterprises demonstrated the best
results of sustainable development by the criterion of social responsibility, which was assessed based on indicators of labor costs, labor costs per employee and
the dynamics of number of employed workers. Such analysis is important both for identifying trends in the modern structurally heterogeneous agrarian sector
of the Ukrainian economy and for developing management decisions at the micro-, meso- and macro-levels. In further studies, comparative analysis should be
conducted considering a larger set of criteria and indicators of sustainable development.
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This article explores contemporary European Union approaches to developing and implementing economic and legal mechanisms supporting the
circular economy and identifies opportunities for their adaptation in Ukraine in the context of post-war recovery and advancing European integration. The
aim of the study is to systematise regulatory, financial, and organisational instruments employed in the EU to facilitate the transition to circular production
and consumption models, and to substantiate pathways for their implementation in the Ukrainian econonty. The methodological framework includes analysis
and synthesis, comparative analysis, structural-logical methods, and case studies of best practices from leading countries in the field of circularity. The study
systematises key EU instruments, including improved eco-design, extended producer responsibility, secondary raw material mechanisms, digital product
passports, development of circular hubs, and local resource reuse ecosystems. It is established that institutional maturity, technological advancement, and
the presence of digital platforms in EU countries ensure a high level of implementation of the circular model. The scientific novelty of the study lies in
proposing a comprehensive model for implementing European circular-economy instruments in Ukraine, considering the challenges posed by the war and
the need for infrastructure reconstruction. The practical significance is reflected in concrete recommendations, such as establishing a national circularity
platform, a digital EPR monitoring system, harmonizing technical standards, providing institutional support for innovation hubs, and integrating circu-

larity criteria into public procurement processes. Future research prospects involve assessing This is an Open Access article di
the effectiveness of the proposed mechanisms and modeling scenarios for circular economy tributed under the terms of the
development in Ukraine based on European practices. BY
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Statement of the problem in general. The circular
economy has emerged as one of the key models of sustain-
able development, actively implemented across all Euro-
pean Union (EU) countries in response to the growing re-
source deficit, climate change risks, and the need to enhance
economic competitiveness. The European Union has estab-
lished a comprehensive system of economic and legal mech-
anisms that includes innovative programs, financial incen-
tives, regulatory acts, extended producer responsibility
(EPR), policies to improve resource efficiency, and waste
management systems. The effectiveness of these mecha-
nisms has been demonstrated by the positive outcomes
achieved by EU countries, including reductions in waste
generation, development of secondary resource markets,
and the adoption of innovative circular business models.

For Ukraine, which is in the process of European in-
tegration and aligning with the EU’s economic and legal
space, the adaptation of European approaches is particu-
larly relevant. At the same time, the domestic system of eco-
nomic and legal regulation remains fragmented, complicat-
ing the creation of a comprehensive model to support the
circular economy. Common challenges include inconsisten-
cies in legislation, limited access for enterprises to sustaina-
ble finance instruments, underdeveloped recycling infra-
structure, and insufficient incentives for businesses to adopt
circular practices. While the European Union actively ex-
pands its economic and legal mechanisms for circular trans-
formation, Ukraine must conduct a thorough analysis of
how these tools can be adapted to its own economic, social,
and environmental conditions. This necessitates a compre-
hensive study of European experience and the identifica-
tion of pathways for its effective implementation in Ukrain-
ian public administration and regulatory practices.

Analysis of the latest research and publications. In
recent years, the circular economy in the EU context and its
adaptation in Ukraine have become prominent topics of

scholarly research. European countries are actively explor-
ing circular models, particularly focusing on the economic,
legal, and institutional aspects of their implementation, in-
cluding addressing environmental impacts and improving
resource efficiency.

For instance, the renowned researcher A.M. Hlush-
chenko, in his work “Development of the Circular Economy
in the EU: Trends, Challenges, and Prospects”, examines the
main trends shaping Europe’s circular policy. He empha-
sizes the importance of integrating circular processes into
EU countries’ sustainable development strategies and high-
lights key economic instruments that facilitate this, such as
financial support mechanisms for businesses utilizing inno-
vations in waste processing and the use of secondary mate-
rials. Hlushchenko shows that the primary driver of this
transformation is the combination of government manage-
ment and economic incentives, which can foster long-term
investments in recycling infrastructure and reduce depend-
ence on primary natural resources [1].

K.S. Nesterova and 1.A. Kurovska, in their study
“Problems and Instruments of State Organisational and
Economic Support for the Development of the Circular
Economy”, prove that an important aspect of circular econ-
omy support is the creation of institutional mechanisms at
the state level. They propose a model that combines eco-
nomic mechanisms (e.g., financing environmentally
friendly technologies, tax incentives, subsidies for recycling
enterprises) with legal regulatory tools, such as Extended
Producer Responsibility (EPR) and strict waste manage-
ment requirements. By analysing the experience of EU
countries, the authors conclude that Ukraine can adapt
some of these instruments to its economic context, while
considering the country's socio-economic and environmen-
tal realities [2].

Researchers J. Smith and B. Clark, in their work
“Business Models and Circular Economy Practices in SMEs
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in Europe”, examine circular economy practices in small
and medium-sized enterprises (SMEs) across European
countries. Using examples of circular-oriented business
models, they demonstrate how companies can not only re-
duce raw material and energy costs but also create condi-
tions for innovation. This approach enhances enterprise
competitiveness in the international market by improving
resource efficiency and reducing environmental impact. For
Ukraine, this experience is significant, as the development
of SMEs is a priority in national economic policy. Imple-
menting circular business models can become a key driver
of sustainable development and innovation within the
country’s economy [3].

In a recent report by the European Environment
Agency (EEA), “Accelerating the Circular Economy in Eu-
rope”, the main policies and instruments supporting the cir-
cular economy in EU countries are consistently described.
The report demonstrates the importance of state regulation,
technological innovation, and collaboration with compa-
nies for a successful transition to a circular economy. Euro-
pean initiatives, such as the Green Deal and the Circular
Economy Action Plan, have formed the foundation for inte-
grating circular models into national strategies across Eu-
rope. These processes serve as an important reference point
for adapting European practices in Ukraine. The European
Commission has also identified a set of tools, including
funding for scientific research and projects that support cir-
cular economy development, as well as infrastructure re-
quirements to facilitate the transition to circular business
practices at all stages of the product and service lifecycle [4].

Thus, the analysis of recent studies and publications
shows that the European Union actively promotes circular
economy principles using a range of economic, legal, and
institutional instruments. Transferring the European expe-
rience to Ukrainian realities underscores the need to adapt
these approaches to the national context. Ukraine can im-
plement financial support mechanisms, legislative regula-
tory instruments, and circular business practices for SMEs,
considering the specific features of the national economy
and infrastructure.

The purpose of the article. This article aims to con-
duct a comprehensive study of the economic and legal
mechanisms supporting the circular economy in the Euro-
pean Union and to assess their potential for adaptation in
Ukraine. Attention is given to analyzing the core elements
of the European model, economic incentives, institutional
instruments, and innovative programs aimed at supporting
SMEs. The article examines the impact of these instruments
on the development of circular business models and re-
source efficiency in EU countries and substantiates poten-
tial pathways for adapting European experience to Ukrain-
ian economic and legal realities. The study identifies
barriers in the national regulatory system and explores pos-
sible mechanisms to overcome them, considering the needs
of public administration, the business environment, and en-
vironmental safety.

Presentation of the main material of the research.
The circular economy conceptualizes economic activity not
as a linear process of resource consumption, but as a multi-
stage mechanism capable of redirecting material flows
within one or several production cycles. The circular econ-
omy focuses on maintaining the value of products at the
highest possible level, distinguishing it from traditional en-
vironmental regulation, which primarily emphasizes mini-
mizing negative impacts.

It is important to note that, within the circular
model, the logic of value creation changes. While previ-
ously value was generated primarily during production, a
significant portion of value added now arises from services
such as upgrading, reuse, repair, and reverse logistics. This
shift leads to the creation of new labour markets, the emer-
gence of specialized professions, and the scaling of small
and medium-sized enterprises (SMEs).

In academic literature, the circular economy is charac-
terized as a strategy to improve the efficiency of resource use,
as a tool to reduce dependence on imported raw materials,
and as a form of economic security for countries lacking sig-
nificant natural resources [5, 6]. To reduce the EU’s reliance
on global resource markets (metals, fuels, minerals, and plas-
tics), substantial investments are directed toward upgrading
the recycling industry and innovative technologies.

Over the past decades, the circular economy has as-
sumed a central position in the EU's strategic priorities, as it
combines technological sector development, economic
growth, and environmental preservation. The primary objec-
tive of this system is to decouple natural resource use from
production growth, minimize industrial waste, and reduce
overall pressure on ecosystems. The EU has not only estab-
lished an extensive legal and regulatory framework but also
created economic incentives that motivate companies and cit-
izens to adopt circular models.

Overall, the development of the circular economy in the
EU is considered as a long-term investment that ensures eco-
nomic resilience, innovation, and resource independence. This
model is a key component of the European Green Deal, guiding
economic growth strategies toward 2050. As a result, circularity
is no longer merely an environmental issue but has become a
strategic direction in European market development, techno-
logical policy, and even foreign economic relations [7, 8].

Regarding EU legal mechanisms, it is important to
note that the European regulatory framework is not merely a
list of documents; it is structured on principles of transpar-
ency, mandatory compliance, and accountability, forming a
comprehensive system. EU directives establish minimum
standards that all member states must meet, while allowing
adaptation to national conditions. Within the EU, clear legal
norms define producers’ obligations regarding eco-design,
material safety, and product disposal. Examples include:

* Packaging must be made from materials compliant
with environmentally safe standards and be recyclable;

* Producers of electronic devices must ensure the
availability of spare parts for 5-10 years;

* Textile manufacturers must provide reliable infor-
mation on fabric composition and its potential for secondary
use [9].

These norms result from coordination among govern-
ment, business, and civil society, creating a unique model of
stakeholder interaction characteristic of the EU.

The EU also has an institutional system for monitor-
ing compliance with directives, including mandatory report-
ing by EPR system operators, environmental audits of enter-
prises, and verification of product conformity with eco-
design requirements. Monitoring is a critical element largely
absent in Ukraine, contributing to deficiencies in waste man-
agement due to a lack of oversight and the inability to track
actual compliance by enterprises.

One of the most effective mechanisms supporting the
circular economy is investment programs. These programs
not only focus on waste processing but also aim to create cir-
cular innovation clusters, advance green engineering, im-
prove material reuse, and advance the bioeconomy.

A significant portion of EU investment targets SMEs,
which are flexible and can quickly adapt to changes. Conse-
quently, a large share of EU financial instruments is directed
at supporting SMEs, which play a dominant role in develop-
ing circular production models.

At the member state level, the EU has established an
extensive network of business incubators and innovation
hubs specializing in circular economy entrepreneurship. For
example, the Berlin Circular Economy Lab (Germany) inte-
grates consultancy, education, and innovation support. The
center assists startups in upcycling, repairability, and sustain-
able product design, providing access to laboratory equip-
ment, material recycling workshops, mentorship programs,
and eco-design consultations. The primary objective of the
Berlin Circular Economy Lab is to create business models that
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minimize waste, extend product lifecycles, and promote the
use of secondary resources [10].

The Horizon Europe program has the widest global
participation among research and innovation programs, ex-
tending beyond the EU. It includes dedicated funding
streams for SMEs involved in waste recycling, electronics re-
pair, innovative materials, and production using secondary
raw materials [11].

In Northern Europe, a notable example is the Swedish
Retuna Aterbruksgalleria, which unites enterprises engaged
in product repair, resource reuse, and manufacturing from
recycled materials. Retuna is the world’s first shopping cen-
ter to operate entirely on resource-reuse principles. It hosts
over ten enterprises specializing in appliance repair, furni-
ture restoration, creative recycling, and production of goods
from recycled materials. Retuna accepts used items from the
public, which are sorted, refurbished, or recycled for reintro-
duction into the market as high-quality products. Retuna also
fulfils an educational function, hosting an ecological design
college and providing training for entrepreneurs. This model
stimulates SME growth, creates jobs, and serves as a bench-
mark for circular economy transition across the EU [12].

These examples demonstrate that circular economy
development in the EU relies heavily on the innovation po-
tential and flexibility of SMEs.

In the EU, economic and legal mechanisms support-
ing the circular economy form a comprehensive system en-
compassing regulatory instruments, economic incentives, in-
stitutional support formats, and Europe-wide investment
programs. In EU countries, these mechanisms operate in co-
ordination, creating conditions for modernizing the

production process, stimulating innovation, and developing
circular business models [9].

For Ukraine, currently integrating into the European
economic and legal space, adapting these tools to national eco-
nomic capacities, institutional readiness, and existing infra-
structure is a key task. A comparative analysis of European
experience and Ukrainian realities allows identification of the
most effective and feasible adaptation pathways (Table 1).

Despite significant differences in infrastructure devel-
opment, institutional capacity, and legislative frameworks,
Ukraine has real opportunities to adapt key European mech-
anisms for supporting the circular economy. The most prom-
ising directions include harmonizing national legislation
with EU directives, strengthening compliance monitoring
within the Extended Producer Responsibility (EPR) system,
expanding SMEs’ access to financial instruments, and devel-
oping a national network of innovation hubs. Implementing
these mechanisms would lay the foundation for an effective
circular economy model in Ukraine, capable of ensuring re-
source independence, fostering innovation, and enhancing
the economy's competitiveness.

The development of the circular economy in the EU
relies not only on legislation and funding but also on insti-
tutional structures that facilitate communication, infor-
mation exchange, and education. The EU actively operates
so-called “circular hubs,” which integrate research institu-
tions, businesses, government authorities, and local com-
munities. These hubs pilot new technologies, develop digi-
tal platforms for resource sharing, implement product-as-a-
service models, and conduct research in bioprocessing and
green chemical production.

Table 1

Characteristics of EU economic and legal mechanisms for supporting the circular economy and their adaptation poten-
tial in Ukraine

Mechanism Category EU Practice

Challenges in Ukraine

Adaptation Potential

Directives on waste, eco-design, pack-

Legal Regulation aging, and mandatory standards

Fragmented legislation, weak en-| Harmonisation with EU directives, im-
forcement, lack of secondary reg-|plementation of monitoring and control

ulations systems

sponsibility (EPR) trol, and producer-funded recycling

Extended Producer Re-| Mandatory reporting, waste flow con- |Lack of transparency, no practical

Creation of an electronic EPR monitor-
ing system, strengthening producer ac-

tracking mechanisms countability

Tax breaks, grants, subsidies, and SME

Economic Incentives
support programs

Limited business access to fi-
nance, insufficient state incen-

Development of grant programs, gov-
lernment compensation, and green cred-|

tives iting

Networks of hubs and incubators (Ber-

Institutional Support lin Circular Economy Lab, Retuna, etc.)

Insufficient number of innovation| Creation of circular innovation centres
hubs, weak science-business inte-| in regions; collaboration with EU part-

gration ners

Horizon Europe, LIFE, EIC Accelerator,

Investment Programs -
circular clusters

Low participation of Ukrainian
SMEs, limited access to interna-

Increase participation in Horizon Eu-
rope; establish national incentive funds

tional programs

Establishing similar hubs in Ukraine could signifi-
cantly accelerate innovation and increase the competitive-
ness of Ukrainian enterprises within the European market.
Local authorities in EU countries play a key role in imple-
menting the circular economy, overseeing waste separation,
establishing municipal recycling facilities, conducting pub-
lic awareness campaigns, and developing local business
support programs. This is particularly relevant for Ukraine,
as decentralization has granted local communities” suffi-
cient authority to manage resource systems independently.

A deeper analysis identifies several barriers to
adapting circular business models in Ukraine:

* Legal barriers: lack of secondary legislation for ef-
fective EPR implementation; unclear requirements for sec-
ondary raw materials; insufficient enforcement and ac-
countability for violations;

¢ Economic barriers: low investment attractiveness;
insufficient financing for production modernization; high
costs of modern equipment;

* Technological barriers: aging infrastructure; ab-
sence of modern sorting facilities; shortage of specialists in
circular technologies;

* Socio-behavioral barriers: low environmental
awareness; lack of incentives for households to sort waste;
distrust of products made from secondary raw materials.

Addressing these barriers requires systemic solu-
tions within a comprehensive state strategy. Accordingly,
extended recommendations for Ukraine’s adaptation of Eu-
ropean mechanisms are warranted.

Based on the EU’s successful experience and the need
to modernize Ukraine’s resource management system, it is
essential to develop a comprehensive strategy for adapting
economic and legal tools of the circular economy. A national
circular economy platform should be created to unite central
authorities, local governments, businesses, and research in-
stitutions. Such a platform would facilitate project coordina-
tion, the adoption of innovative practices, and partnership
formation, mirroring European innovation hubs.

It is also important to implement financial instru-
ments that stimulate the development of enterprises en-
gaged in recycling, repair, and resource reuse. Ukraine
could adapt European grant schemes, tax incentives, and
microcredit programs for SMEs, which are key drivers of
circular innovation in the EU. Developing national stand-
ards for secondary raw materials, aligned with European
norms, is necessary to support the recycled materials mar-
ket. Additionally, a network of municipal reuse centers
should be established, where residents can deliver items for
repair or further processing. This approach would reduce
waste while stimulating social entrepreneurship. A
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complementary measure is a government-led public infor-
mation campaign to promote responsible consumption and
circular behaviors.

To ensure transparency and effectiveness of EPR, dig-
ital waste flow monitoring systems should be implemented,
enabling tracking of producer compliance and ensuring con-
trol at all stages of waste movement. Coordinated implemen-
tation of these recommendations would allow Ukraine to es-
tablish an effective, transparent, and innovative circular
economy model aligned with European standards.

Conclusions. The study demonstrates that EU eco-
nomic and legal mechanisms for supporting the circular
economy form an integrated and interconnected system, en-
compassing regulatory frameworks, EPR, economic incen-
tives, institutional support, and investment programs. Each
instrument serves a specific function: legislation defines eco-
design and waste management standards; EPR ensures pro-
ducer accountability and control; economic incentives foster
innovation and SME involvement; institutional hubs and in-
vestment programs create conditions for technological devel-
opment and new business models. The comprehensive inter-
action of these mechanisms allows the EU to reduce
dependence on primary resources, enhance resource effi-
ciency, and promote circular models across economic sectors.

Analysis of Ukrainian realities shows that adapting
European mechanisms requires a systemic approach, con-
sidering the country’s economic, infrastructural, and social
behavioral features. The most promising directions include
harmonizing legislation with EU directives, implementing
electronic waste monitoring systems within EPR, develop-
ing grant and credit programs for SMEs, establishing a na-
tional network of innovation hubs and municipal reuse cen-
ters, and creating standards for secondary raw materials
alongside public education initiatives to raise environmen-
tal awareness.

Comprehensive implementation of these measures
would enable an effective transition to a circular economy
in Ukraine, stimulating innovative enterprises, reducing en-
vironmental pressure, and enhancing national economic
competitiveness internationally. The establishment of circu-
lar hubs and municipal reuse centers would integrate scien-
tific research, business, and government, ensuring continu-
ous knowledge exchange, technology piloting, and job
creation. Overall, adapting European practices to Ukrainian
conditions is feasible and could become a key element of the
country’s sustainable development, promoting economic
stability, innovation-driven growth, and efficient resource
utilization.
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Innobayiini yuHHUKY eKOHOMIYHO20 3pOCINAHHA

cmumya06anna nepexody 00 yupKyAapHux modeseil Bupodbruymea i cnoxubanns, a maxox odrpyHmybanna nanpaAmi6 ix imniemenmayii 6 ykpaincokii
exoHomiyi. Memnodosoeiuny ocHoBYy cmanoBAsAmM, AHAAI3 T CUHINe3, NOPIBHAAVHULL AHAAI3, CHIPYKIMYPHO-102IYHUTL MeNn100 Ma Kelic-aHAAI3 NpaKmuk Oepxab—
Ai0epiB y cpepi yupxyaapHocmi. 3a pesyavmamamu 00cAiOKeH s cucmemamu308ano ka10uobi incmpymenmu €C: yoockoHaleHHA ek00U3aiHy, posuiupena
GionoBioarsricme Bupobruxa, Mexanizsmu Bmopunnoi cupobunu, yugpobi nacnopmu npodyxyii, po3Bumok xabib yupKyAAPHOCHI MA AOKAABHUX eKOCUC-
mem nobmoproeo Buxopucmanus pecypcib. Busnaueno, wjo incmumyyitina 3pisicms, mexHos02iuHuil pibens ma HaABHICMY Yugpobux niamgopm y dep-
sxabax €C 3abesnewyioms Bucoxuti cmynins pearizayii yupkyaapuux modesei. Haykoba nobusna noasieae 6 odrpynmyBanni xomniexcHoi Modeai imnieme-
Hmayii  eBponericokux iHcmpymenmib yupkyaapHoi exornomixu 6 Vkpaini 3 ypaxybannam Boennux Bukauxi6 ma neobxionocmi 6iodydobu
iHgppacmpyxmypu. [paxmuuna snauyuyicms nosaeae Y popmybanni KOHKpenHux nponosuyii, ceped AKUX cmBOpeHHA HAYIOHAALHOI NAAMMOPpMU YUPKY-
AfpHocmi, yugppoBoi cucmemu monimopuney EPR, eapmonizayis mexuiunux cmandapmi6, incmumyyinna niompumia innobayiiinux xabié ma inmeepayia
Kpumepiib yupkyasaprocmi y depxabui 3axynibai. Iepcnexmubu nodarsuiux docaioxers nob’sa3ani 3 oyinkoro egpexmubrocmi 3acmocybants 3anponoHo-
Banux mexanismib ma Modear0banHAM cyenapii6 posbumxy yupkyaapHoi exonomixu 8 Yxpaini na ocHobi eBponelicokux npakmux.

Karouo8i caobBa: yupxyaapna exonomika; exonomixo-npabobi mexanizmu; nosimuxa €C; ynpabains pecypcamu; cmaiuii po3Bumox; exos02iumi
iHCMpYyMenmu; THCmumyyiini xabu
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