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Abstract The imposition of martial law has a significant impact on various sectors of the economy, both domestically and
internationally. This impact results from the complex interaction of many factors, including changes in consumer demand,
investment risks, disruptions in logistics, and trade partnerships. Therefore, it is important to analyse the impact of martial law
on various sectors of the economy to assess the economic consequences of armed conflicts. The study aims to examine the
impact of military situations on the manufacturing, financial, and foreign trade sectors of the economy, financial markets, and
the business environment. It assesses the economic consequences of military conflicts, identifies the strengths and weaknesses
of the economy under martial law, and evaluates the risks and opportunities for investors and entrepreneurs. The proposal is
to search for possible ways to mitigate the negative consequences of martial law based on the obtained data. The research was
conducted using statistical data analysis, modeling of economic impacts, case studies, SWOT analysis, and expert assessments.
The impact of martial law on the manufacturing sectors is analysed, considering risks to the industry, loss of production
capacities, changes in demand for goods and services, and the redistribution of resources. The field of finance discusses changes
in investment activity, credit risks, the cost of capital, and financial stability. The aspect of foreign trade analyses the impact of
military situations on trade flows, currency exchange rates, tariff barriers, and the investment climate. The study’s results will
enable the assessment of the impact of martial law on economic activity, identification of vulnerable sectors, and development
of strategies to mitigate the negative consequences of military conflicts on the economy.

Index Terms martial law, investments, markets, exports, imports, risks, public finance,
budget deficit

l. Introduction

artial law is a period during which the state officially

declares a state of war or the existence of a military
threat and implements special measures to ensure the security
and protection of the population. The economy of a country
is subject to serious impacts during such times, which can
affect various sectors, including manufacturing, finance, and
foreign trade. The analysis of the impact of martial law on
the economy remains relevant in light of geopolitical tensions
and armed conflicts that may arise worldwide. Military actions
can directly or indirectly affect the economic sphere, and it
is important to understand these consequences for different
sectors.

Military conflicts can lead to significant changes in the

manufacturing sector. Military orders stimulate the growth of
certain industries, such as the military-industrial complex, the
production of weapons and equipment, and the manufacturing
of materials for defense. However, at the same time, military
actions provoke interruptions in the supply of raw materials,
force enterprises to redistribute resources and investments,
which can negatively affect other sectors of the economy
[1]. They can also cause significant fluctuations in financial
markets. For instance, military actions lead to an increase in
volatility in the securities and currency markets. State defense
spending can also affect budget expenditures and national
debt. Furthermore, the economic instability caused by the
military situation influences the decisions of central banks
regarding the management of interest rates and other monetary
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instruments.

Military conflicts significantly impact trade relations be-
tween countries. Sanctions, changes in tariffs and trade barri-
ers, as well as disruptions in supplies and transport routes can
all have serious consequences for foreign trade. Additionally,
deteriorating political relations between countries can result in
a reduction in the volume of exports and imports, as well as
changes in the structure of foreign trade.

The analysis of the impact of martial law on various sectors
of the economy remains relevant and important for predicting
potential consequences for business, investment, and gov-
ernment policy. This analysis helps to develop strategies for
risk management and adaptation to conditions during mili-
tary conflicts. To assess the economic impact of martial law,
it is essential to consider various factors, such as military
spending, changes in consumer demand, investment decisions,
changes in trade relations, and government measures to sup-
port economic stability during military conflict.

Il. Literature Review

The analysis of the impact of martial law on different sectors
of the economy is a complex task that requires a comprehen-
sive examination of historical data, theoretical models, and
empirical studies. Military conflicts can have both positive
and negative effects on the manufacturing sector [2]]. War
stimulates the production of military equipment, weaponry,
and even goods and services necessary for the support of
military activities [3]]. Military actions can result in the de-
struction of infrastructure, disruption of the supply of raw
materials and loss of human capital due to casualties. This can
damage the overall volume of production in the economy. The
impact of martial law on macroeconomic indicators such as
the exchange rate, inflation, and unemployment level has been
extensively researched [4].

Martial law can lead to increased spending on military
needs, which may result in a growth in demand for the
products of the military-industrial complex [JS]].

The analysis has focused on defence budgets and trends
in military technology development. It has been noted that
martial law can have an impact on the production and prices
of raw materials, particularly if the countries exporting raw
materials become targets of military conflicts. This also af-
fects energy markets, including the prices of oil, natural gas,
and other energy carriers [[6]. Additionally, martial law can
cause volatility in financial markets and lead to changes in
investment strategies. The field of study examines market
responses to military conflicts and risk management strategies
under conditions of uncertainty [[7]]. Moreover, it explores the
impact of conflicts on government and private spending across
various sectors, such as healthcare, education, tourism, and
leisure. Literature analysis in this area investigates the sectors
that are most vulnerable to military threats and how consumer
behaviour changes during conflict conditions [8]]. Martial law
can have a significant impact on international trade, including
trade flows and sanctions and restrictions [9].

An assessment has been conducted to identify the countries
and sectors that may be most vulnerable to such changes and
to determine strategies to mitigate the effects. The financial
sector may experience significant changes during martial law.
For instance, financial market prices fluctuate significantly
based on investor expectations regarding the conflict’s out-
come and its impact on the economy. Government expenditure
on military needs can result in a budget deficit and a rise
in national debt [10]. This, in turn, leads to changes in tax
and monetary policies to ensure financial stability. Military
conflicts and instability can cause financial market fluctuations
[11]. For intance, an increase in geopolitical tensions may
result in reduced investment activity, fluctuations in exchange
rates, and changes in the prices of financial instruments [|12].

Military actions influence a country’s banking system, pos-
ing risks to financial stability, such as increased loan defaults
and rising unemployment [[13|]. Additionally, military conflicts
can result in higher insurance risks, particularly for real estate,
transportation, and other assets, which may lead to increased
insurance premiums [14]. Martial law has the potential to
disrupt trade relations between countries, which can have a
negative impact on both exports and imports. As a result,
this affects the current account balance and overall economic
activity [15]. Military conflicts can also cause damage or
destruction to a country’s infrastructure and resources, leading
to significant economic losses and recovery costs [[16].

Military actions result in the loss of human capital, such as
loss of life, injuries, and population migration. This impacts
production capacities and the ability for economic develop-
ment [17]. Military conflicts can lead to changes in a state’s
macroeconomic policy, including financial incentives, budget
expenditures, and monetary policy to mitigate the negative
impacts of martial law on the economy [18]]. Military conflicts
influence a country’s foreign trade. Blockades, sanctions, and
other trade restrictions may be imposed on countries involved
in the conflict, leading to a reduction in the export and import
of goods and services due to transportation issues and the
need to reallocate resources for military needs. Additionally,
military conflicts can affect the national currency exchange
rate and cause changes in international investment activity
[19].

Economic models can be used to assess the impact of
martial law on various sectors of the economy. This includes
modelling the effects of military spending on macroeconomic
indicators such as GDP, inflation, and employment. Addition-
ally, the impact of martial law on specific sectors such as in-
dustry, agriculture, and the financial sector can be studied. For
instance, military conflicts can affect access to raw materials
or production infrastructure [20]]. The impact of martial law
on foreign trade is analysed by assessing changes in import
and export volumes, tariff barriers, exchange rates, and other
relevant factors. Military conflicts can cause changes in trade
flows and global prices for goods [21].

When considering the state of war, it is important to take
into account the associated risks and uncertainties. For in-
stance, military conflicts have unforeseen consequences that

68



Kalmykov et al.: Exploring the Impact of Martial Law on Prominent Economic Sectors

AQCHIVES DS SUIENCES

A Multidisciplinary Journal

may impact the economy, political stability, and social sta-
bility in the long term [22]]. Additionally, such conflicts can
have far-reaching effects on international relations, which can,
in turn, affect trade, investments, and other aspects of the
economy [23].

Literature analysis in this field comprises theoretical works
and empirical studies that aid in comprehending the mecha-
nisms and impact of military conflicts on the economy. The
findings of such research can offer valuable recommendations
for policy formulation and decision-making in the field of
economics during times of war. However, specialised research
has not yet assessed the impact of martial law on key eco-
nomic sectors, potential risks and prospects for development,
and strategies to minimise negative consequences and exploit
opportunities that may arise in conditions of military conflict.

A. Research aims

This study aims to analyse the impact of martial law on vari-
ous sectors of the economy, including manufacturing, finance
and foreign trade, in order to understand their mechanisms and
develop appropriate risk management strategies. This analysis
will allow us to better assess the possible consequences of
martial law for economic stability and development within the
country and globally.

B. Research objectives

1) To assess the economic impact of military conflicts by
analysing historical data or current events and assessing
the effects on the production of goods and services,
financial markets, and foreign trade.

2) To identify the strengths and weaknesses of the econ-
omy under martial law based on the analysis of eco-
nomic sectors that are most vulnerable or resilient in a
military conflict.

3) To assess risks and opportunities for investors and en-
trepreneurs in order to make informed decisions about
investments and business operations and to seek new
opportunities.

4) To seek possible ways to mitigate the negative effects of
martial law by proposing political or economic strate-
gies, such as developing measures to stimulate produc-
tion, protect financial markets or facilitate foreign trade
in times of conflict.

C. Applied methods

Statistical data analysis involves the use of statistical methods
to analyse data on production performance, financial perfor-
mance and foreign trade before, during and after a military
conflict.

Economic impact modelling, namely the analysis of econo-
metric models to assess the impact of martial law on various
sectors of the economy.

Case studies and historical analysis examine specific cases
in the past when countries have faced military conflicts and
analyse their impact on various sectors of the economy. This

allows us to identify general trends, risk factors and successful
strategies to mitigate the negative consequences.

SWOT analysis is an analysis of the strengths and weak-
nesses of the economy, as well as opportunities and threats
associated with martial law, and helps to identify the main
factors affecting various sectors of the economy and develop
risk management strategies.

Expert assessments: expert surveys or interviews with
economists, analysts and business representatives can provide
valuable insights into potential impacts and ways to mitigate
them.

lll. Research results

Military conflicts, including the full-scale invasion of Ukraine,
can have a significant economic impact. Figure [I] shows an
analytical model of the impact of martial law on various
sectors of the economy.

The evaluation of the impact of military conflicts encom-
passes various factors, such as production losses, investment
damages, agricultural damages, rising unemployment, losses
in foreign trade, humanitarian consequences, and financial
costs. Military operations result in the destruction of infras-
tructure, industrial enterprises, agricultural lands, and other
economic assets. The losses in production can be substantial,
and the recovery may take a considerable amount of time.
Military conflicts create uncertainty and risk for investors,
leading to a reduction in investment due to capital flight and
reluctance to invest in regions that have experienced military
action.

Military conflicts can have a devastating impact on agricul-
ture, resulting in the destruction of fields, loss of access to
resources, forced evacuation of populations, and more. This
leads to a food crisis and increased food prices. Additionally,
the destruction and closure of businesses can result in mass
layoffs, leading to increased unemployment and a reduced
standard of living for the population. Military conflicts can
have a significant impact on international trade, as they often
result in the deterioration of infrastructure, the imposition of
trade restrictions, and increased risks for international compa-
nies.

Additionally, military actions lead to humanitarian crises,
including forced displacement of populations, loss of life,
and destruction of residential areas, which can have long-
term social and psychological consequences. The state may
be required to allocate significant resources towards financing
military operations, potentially resulting in reduced spending
on social programs, education, healthcare, and other sectors.
These factors are typically considered when assessing the
economic impact of military conflicts in Ukraine and other
countries.

Analyzing the strengths and weaknesses of Ukraine’s econ-
omy in the conditions of martial law is a complex task,
considering a multitude of factors, including both internal and
external factors. Strengths include demand for agricultural
products, labour resources, and infrastructure. Ukraine is a
significant agricultural producer and one of the world’s largest
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Figure 1: Analytical Model of the Martial Law Impact on
Economic Sectors

grain producers. Martial law may lead to an increase in de-
mand for agricultural products both domestically and interna-
tionally. Ukraine has a skilled workforce that can contribute to
the development of various sectors, such as IT, manufacturing,
and services. Certain regions of Ukraine have well-established
infrastructure, which can enable a swift response to economic
changes and offer logistical and transportation advantages.

The weaknesses of Ukraine’s economy include political
instability, economic dependency, financial problems, dete-
rioration of the investment climate, and losses in foreign
trade. Martial law, which is often accompanied by political
instability, can deter investors and domestic entrepreneurs, as
well as create barriers to business development. Additionally,
Ukraine is partially dependent on the import of energy re-
sources and other goods, which can create supply problems
and increase prices for essential goods and services during
times of martial law. Military conflicts can exert pressure on a
country’s financial system, leading to inflation and devaluation
of the national currency. This can complicate the financing of
businesses and investments. During martial law, investor con-
fidence may decrease due to the risk of political and economic

instability, resulting in a reduction in foreign investments in
the country. Martial law may result in limitations on foreign
trade due to logistical disruptions and deteriorating inter-
national relations. Evaluating Ukraine’s economic strengths
and weaknesses under martial law can help identify potential
risks and opportunities for developing strategies to mitigate
negative consequences and enhance economic resilience.

When assessing risks and opportunities for investors and
entrepreneurs in Ukraine, it is important to consider various
factors, including the political situation, economic stability,
legal environment, access to resources and markets, infrastruc-
ture, and innovation potential [24]. Risks to be aware of in-
clude political instability, economic instability, currency risk,
and geopolitical risks. The business environment in Ukraine
is subject to risks due to the unpredictable political situation,
which can lead to changes in legislation and policy [25].
Corruption, bureaucracy, an inefficient judicial system, and
other economic problems also pose risks for business and
investment. Additionally, fluctuations in the national currency
rate can impact the financial results of companies and invest-
ment decisions. Ukraine is situated in a region with complex
and tense relations with neighbouring countries. This can have
an impact on the security of investments and businesses.

Investors and entrepreneurs can benefit from Ukraine’s
access to markets, low labour costs, innovative potential,
and strategic location. Ukraine has significant potential in
various sectors, including agriculture, I'T, manufacturing, and
services. Access to local and international markets can help
businesses expand. Additionally, the comparatively low labour
costs in Ukraine can attract investors interested in establishing
production or developing new products and services. Ukraine
possesses considerable innovative potential in the IT sector
and other technological industries. Investors may discover
opportunities to invest in startups and high-tech projects.
Ukraine’s strategic geographical location between Europe and
the East can provide access to various markets and transport
routes. Well-planned risk management strategies and opportu-
nity searching can help minimize risks and achieve success in
business and investments.

Mitigating the negative consequences of martial law re-
quires a comprehensive approach and the implementation of
various measures at different levels: economic, political, so-
cial, and humanitarian. Possible ways to alleviate the negative
consequences include diplomatic efforts and peace negoti-
ations, support for vulnerable segments of the population,
development of economic infrastructure, financial support for
businesses, investment stimulation, social programs and reha-
bilitation, support for foreign trade and investment, education,
and human resources development [26].

Active participation in diplomatic efforts and the search for
peaceful solutions to the conflict can help to reduce tension
and create conditions for economic recovery and the secu-
rity of investments and businesses. It is important to give
special attention to the protection and support of vulnerable
populations, including refugees, internally displaced persons,
children, the elderly, and people with disabilities. Addition-
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Figure 2: Assessment of the Expected Effectiveness of Strate-
gies for Mitigating the Negative Effects of Martial Law

ally, providing humanitarian aid, medical assistance, and edu-
cational and social programs can be beneficial. Investments
in economic infrastructure, such as roads, ports, airports,
energy infrastructure, and telecommunications networks, can
stimulate economic growth and create new jobs. Providing
financial support to businesses and entrepreneurs, particularly
in the small and medium-sized segment, can help maintain
jobs, ensure the continuation of production, and contribute to
economic revival. The introduction of stimulating measures
and incentives to attract investments in strategic sectors of the
economy, such as agriculture, manufacturing, infrastructure,
and innovation, can contribute to the creation of new jobs and
the mitigation of economic consequences.

Providing social programs and rehabilitation services for
those affected by military conflict is crucial to ensure support
and restoration of their living conditions. Maintaining open-
ness to international trade and investment helps reduce isola-
tion and create new opportunities for economic development.
Investing in education, training, and human resource develop-
ment helps build a resilient future by providing the necessary
knowledge and skills for economic growth. These measures
can help to mitigate the negative consequences of martial law
and create conditions for the recovery of the economy and
society. However, their successful implementation requires
coordinated efforts from the government, local authorities,
international organizations, businesses, and civil society.

An assessment of the expected effectiveness of strategies to
mitigate the negative consequences of martial law has been
conducted based on the analytical model of the impact of
martial law on various sectors of the economy (Figure 2).

Based on an expert assessment of strategies to mitigate the
negative consequences of martial law, four types of strate-
gies can be identified: production, financial, foreign trade,
and social. Social strategies encompass social programs and
rehabilitation, with an effectiveness rate of 75%, while the
development of human resources has an indicator of 71%. The
financial strategy includes support for vulnerable segments of
the population at 81%, and financial support for businesses at
91%. Economic strategies, such as the development of eco-
nomic infrastructure and stimulation of investments, received
indicators of 94% and 88%, respectively. Diplomatic efforts

and peace negotiations can affect foreign trade at 76%, and
support for foreign trade and investments at 72%. Based on
the assessment of the expected effectiveness of strategies to
mitigate the negative consequences of martial law, it can be
concluded that all strategies are effective [27]).

IV. Discussion

The manufacturing sector can be vulnerable to changes in
military conflict conditions. Disruptions in raw material sup-
ply, increased security costs, and domestic market instability
can significantly reduce manufacturing activity and enterprise
profitability. The financial sector is also impacted by war [28]].
Fluctuations in stock markets, changes in demand for financial
services, and increased credit risks can all affect the banking
system, investment portfolios, and the overall stability of the
financial sector.

Additionally, foreign trade can undergo significant changes
during military conflict [29]. Trade restrictions, fiscal and
tariff barriers, changes in exchange rates, and disruptions in
logistics can affect the volumes of exports and imports, as
well as the composition of trade partners [30]. Researching
the impact of martial law on various sectors of the economy,
such as manufacturing, finance, and foreign trade, requires in-
depth analysis and discussion. This task is complex, and it
is important to consider some key aspects of the impact of
military conflicts on these sectors.

Military conflicts can disrupt production chains by destroy-
ing infrastructure, evacuating the workforce, and annihilating
raw material resources and industrial facilities [31]. The pres-
ence of martial law has been observed to increase demand for
military goods and equipment, which may stimulate growth in
this sector. Investors may be cautious about investing in man-
ufacturing projects due to the uncertainty and risks associated
with war, which can negatively impact production growth.
Military conflicts can cause significant volatility in financial
markets because of the uncertainty and risks for businesses
and investments.

Military actions can lead to sharp changes in currency ex-
change rates, which can affect international trade and financial
flows [32]. States involved in military conflicts may need
to increase military spending, which can lead to additional
funding requirements through the issuance of government
bonds or other instruments.

Military conflicts have the potential to disrupt trade flows
by imposing trade barriers, blockades, or destroying trans-
portation infrastructure [33]. In response to military actions,
states may change their tariff policies, which can impact the
prices of imported goods and the competitiveness of domestic
producers. Military conflicts can lead to a country’s economic
isolation, resulting in a significant reduction in international
trade and foreign investments.

When discussing the impact of martial law on different
sectors of the economy, it is important to consider various
factors, such as the duration and scale of the conflict, the
geopolitical context, and the response of state and private
actors to these changes. This analysis aids in comprehending
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the impact of military conflicts on economic stability and
developing suitable risk management strategies.

V. Conclusion

Martial law can have a significant impact on manufacturing
industries. Military orders can stimulate the production of
military equipment and gear, contributing to growth in these
sectors. However, military actions can also lead to disrup-
tions in manufacturing processes due to destruction, staff
evacuation, or reallocation of resources to defence needs. In
conditions of martial law, financial markets can become highly
volatile. Investors may consider adjusting their portfolios to
account for the risks associated with military conflict and
the potential impact on the economy. Increased spending on
military needs by the state can result in higher budget deficits
and public debt. The introduction of trade restrictions, such
as tariffs, quotas, and embargoes, often accompanies martial
law. This can decrease international trade volumes and lead
to a redistribution of trade flows. A decrease in foreign trade
volumes can have a negative impact on economic growth
and the welfare of countries, particularly those that rely on
exporting goods and services.

The impact of martial law on the economy is complex and
can vary depending on the conflict’s nature, duration, and
overall context. Due to the risks and uncertainties associated
with martial law, it is essential for the government, business
sector, and investors to conduct thorough planning and re-
sponse to mitigate any negative consequences and strengthen
economic resilience.
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