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MANAGING THE ECONOMIC CHANGES
CAUSED BY THE WAR THROUGH THE CREATION
OF GAMBLING ZONE IN UKRAINE

YIPABJIIHHSI EKOHOMIYHUMU 3MIHAMMU,
CIIPUYUHEHHNUMM BIMHOIO, HIJISIXOM CTBOPEHHSI
I'PAJIBHOI 30HU B YKPAIHI

This article examines the potential of legalizing the gambling business and establishing a free gambling zone
in Ukraine as strategic tools for managing the economic challenges posed by the military conflict. In the context of
post-conflict economic recovery, the search for unconventional and effective sources of state budget replenishment
becomes particularly relevant. The article analyzes in detail the possible economic benefits and potential risks
associated with the legalization of the gambling sector, considering aspects such as increased tax revenues, job
creation, attracting foreign investment, and stimulating the development of related economic sectors. The study is
based on a thorough analysis of the international experience of countries that have successfully implemented gambling
legalization models, taking into account the specifics of the Ukrainian economic context. To develop an optimal free
gambling zone model that aligns with Ukraine's national interests, a comprehensive examination of economic models
and an assessment of the current state of the gambling market were conducted. The authors propose a conceptual
framework for creating a free gambling zone that ensures transparency, control, and accountability in the gambling
sector. The study emphasizes the importance of a comprehensive and systematic approach to the legalization of the
gambling business in Ukraine, which involves taking into account economic, social, legal, and ethical aspects. The
authors argue that with proper regulation and control, the legalization of the gambling sector can become a significant
factor in the recovery and stabilization of the Ukrainian economy in the post-conflict period, as well as contribute to
attracting the necessary investments for the country's reconstruction.

Keywords: gambling business legalization, free gambling zone, economic changes, war, investment, regulation,
social consequences, Ukraine, post-conflict recovery, blockchain, responsible gaming.

CrarTst mpUCBSUCHA JOCTIHKEHHIO MTOTCHIIATY JIeTali3allii TpajIbHOTo Oi3HECy Ta CTBOPEHHS BUTBHOI IpabHOT
30HM B YKpaiHi K CTpaTeTi4HUX IHCTPYMEHTIB AJIs YIIPABIiHHSI CKOHOMIYHUMH BUKJINKaMU, BUKITHKAaHUMH BifICHKO-
BUM KOH(QIIIKTOM. B yMOBax mOCTKOH(IIKTHOTO BiHOBICHHS EKOHOMIKH, MOIIYK HECTAHJAPTHUX Ta €(hEKTUBHUX
JOKEpeJl MOMOBHEHHS P KaBHOTO OokeTy HaOyBae 0COOIMBOI aKTyalbHOCTI. Y CTaTTi AETalbHO aHAJI3YyIOTb-
Csl MOXKJIMBI €KOHOMIYHI IepeBard Ta MOTeHLIHHI pU3UKH, MOB'S3aH1 3 Jieraji3alielo rpajJbHoro cekropy. Po3ms-
JIAFOThCSl TaKi aCMEKTH, SIK 30UIbIIEHHs MOAATKOBUX HAJXOIKEHb, CTBOPEHHSI HOBUX POOOUUX MIClb, 3aJIyUCHHS
1HO3EMHHX 1HBECTHIIIi, a TAKOXX CTUMYJIIOBAHHS PO3BHUTKY CYITyTHIX ramy3eil eKoHOMikH. OIHUM 3 KIIOYOBHX ac-
MIEKTIB JIOCIIHKCHHS € PO3IVISIT TUTaHb MiHIMI3allil HEraTUBHHUX COIIAJIbHUX HACIIAKIB Jieraji3allii, TaKuX SK 3pOcC-
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TaHHS PIiBHS IrPOBO1 3AJICXKHOCTI, BIIMUBAHHS KOIITIB Ta IMMOMIAPESHHS 3I04MHHOCTI. CTaTTs MPOIOHYE PO3TOPHYTI
MEXaHI3MH PETYJIIOBaHHS Ta KOHTPOJIO, IO BKIIFOYAIOTH CUCTEMY JIIIIEH3YBaHHS OIepaTropiB, 0OMEKEHHS peKiiaM-
HOT JisUTBHOCTI, BIIPOBAKEHHS €(PEKTHBHHUX 3aXOJ(iB MPOTHIIi BIJIMUBAHHIO KOIITIB, a TAKOX CTBOPCHHS CUCTEMH
BIJIITOBIAAIBHOI TPH, CIIPSIMOBAHOI Ha 3aXHCT BPA3JIMBUX IPyIl HaceneHHs. Oco0amBa yBara NpuaISIETHCS CTBOPCH-
HIO CIIPUATINBOTO 1HBECTHILIHHOTO KIIIMATy AJISl 3aJIy4eHHS! MIDKHAPOAHUX KOMITaHii 10 y4acTi y pO3BUTKY I'paib-
Horo 6i3Hecy B YkpaiHi. PO3Isgat0Thesi MOKIMBOCTI BUKOPUCTAHHS IHHOBAIlIHHMX TEXHOJIOTIH, IS 3a0€3MeYeHHS
MIPO30POCTi, Oe3MeKH Ta HAAIMHOCTI IpaiIbHOTO Tpoliecy. [[ponoHy0ThCS KOHKPETHI KPOKH 11010 CTBOPEHHS eek-
TUBHOI PeryIsaTOPHOI 0a3u Ta 3anpoBaHPKEHHS MDXKHAPOIHUX CTAHAAPTIB Y cdepi rpanbHoro 6i3Hecy. JlocmimkeHHs
IT1IKPECITIOE BYKJIMBICTh KOMITJIEKCHOTO Ta CUCTEMHOTO ITiIXO/y J0 JieTali3aiii rpajibHoro 0i3Hecy B YKpaiHi, 1110
nependavae BpaxyBaHHs eKOHOMIYHHX, COIIaIbHUX, TIPABOBUX Ta CTUYHUX aCHEKTiB. ABTOPU CTBEPIKYIOTb, IO 32
YMOBH HAJIS)KHOTO PETYIIOBAHHS Ta KOHTPOJIO JIEraji3allis IPabHOTO CEKTOPY MOXKE CTaTH BarOMUM YHHHHKOM
JUTS BIJTHOBJICHHS Ta CTaOLIi3aIlii eKOHOMIKH YKpaiHH y MOCTKOH(IIKTHHHA MEpioll, a TAKOXK CIPHUATH 3a7TyYCHHIO

HEOOXIJTHUX 1HBECTHIIIH JIJIsl BIIOYJIOBU KpaiHH.

Karwouosi ciioBa: seranmizaiiis rpajibHOTO Oi3HECY, BUTbHA TpaJibHA 30HA, CKOHOMIYHI 3MiHHM, BiifHa, IHBECTHIIIT,
pETyIrOBaHHsI, COIialbHI HACTIIKU, YKpaiHa, TOCTKOH(IIIKTHE BiIHOBICHHS, OJOKYCIHH, BI/INOBI1abHA Ipa.

Statement of the problem. The ongoing conflict in
Ukraine has precipitated profound economic disruptions,
necessitating innovative strategies for fiscal revitalization.
1 While the legalization of the gambling industry has
been implemented, the sustained efficacy of this policy
remains contingent upon its ability to attract significant
foreign investment and contribute to long-term economic
stability. A critical challenge emerges in determining
whether the establishment of a designated free gambling
zone can serve as a viable mechanism to mitigate the
economic repercussions of war, stimulate foreign direct
investment, and promote sustainable economic growth,
while effectively managing the inherent risks associated
with expanded gambling activities.

Analysis of recent research and publications. Many
domestic and foreign scientists, practitioners and theorists
have studied the specifics of the gambling market. Their
list includes, first of all, Sperkach N.A., Kitun A.P.,
Toporetska Z.M. [1], Getmantseva D.O., Chernikova P.M.
[2], Gishchuk R.M., Boyko I.D., Ivanova A.M. [3],
Rands J. and Hooper M. [4], Rosecrance J. [5], Su-Bee Lee
[6] , Wardle G., Kolesnikov A. [7].

Formulation of the research task. The principal aim
of this article is to comprehensively analyze the potential of

establishing a free gambling zone in Ukraine as a strategic
economic mechanism to mitigate the adverse economic
impacts resulting from the ongoing war, and to assess its
efficacy in fostering economic recovery and attracting
foreign direct investment.

Summary of the main research material. A statewide
economic benefit, Nevada's income tax is 6.25%. In
principle, it is not much. In New York, for example, 10%.

There is also a tax on winnings, it is withheld by the
casino when paying the player's fee, and it is about 25%
of any winnings. Interest rates on winnings can also differ
depending on the winnings, for example, the tax rate on
winnings in the lottery was at the level of 37% of the
winning amount. Based on the fact that the income tax in
Ukraine in 2023 was 18%, and the owners of hotels and
entertainment complexes on the territory of the free game
zone of the Luhansk region will be financially well-off
citizens of Ukraine and the world, this tax should be at
least 30-35%. As for the tax on winnings, in Ukraine it
is 19.5%, and the payment of tax on lottery winnings is a
double rate of 30%, which is illustrated in detail in fig. 1.

As an example, the model of the gambling business
in the city of Las Vegas was chosen. The reasons for the
emergence of this idea were the following historical and

. | 25
Tax on winnings
| 19,5
Tax on lottery winnings 37
e ] 30
L1625
Income tax
[ | 18
0 5 10 15 20 25 30 35 40
Income tax Tax on lottery winnings Tax on winnings
O Las Vegas, USA 6,25 37 25
O Luhansk, Ukraine 18 30 19,5

Figure 1 Comparison of the tax burden in the gambling business of Luhansk and Las Vegas

Source: compiled based on the [8]
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geographical parallels of the emergence of the gambling
business in the cities of Luhansk and Las Vegas:

1. Geographical location. Ukraine is located in the
center of Europe, at the crossroads of a large number of
trade and economic routes, as is the state of Nevada in the
USA (Las Vegas is located there), which simplifies the
logistics of getting to the destination.

2. Economic crisis. The gambling business in the USA
reached its full-scale heyday during the Great Depression,
when the legislation of several states evolved to reduce
the consequences of the economic crisis of the 1930s. All
the signs of the crisis are also inherent in the Ukrainian
economy.

3. Social goal. The legalization of the gambling business
in Las Vegas was carried out for the further construction
of schools. Since the Russian army is conducting military
tactics under the slogan of “scorched earth”, there are almost
no usable educational institutions left in the territory of the
Luhansk region, so the funds from the gambling business
could be directed to the revival of schools, kindergartens
and universities.

4. Cuisine. Las Vegas is known worldwide for its
“Buffet” food service system, which allows you to eat an
inexhaustible amount of food, while paying a fixed price
at the entrance. Ukrainian cuisine is unique both in the
number of dishes and in their originality (this is despite the
fact that the main list of ingredients includes ingredients
available to every pocket), so the use of national cuisine
recipes would be a strengthening factor in the development
of gambling tourism.

5. Brand. The city of sins attracted tourists with its
own history of the “mafia land”, while Luhansk is known
worldwide as a city of indomitable spirit. Visiting such
cities is a dream for travel enthusiasts and tourism experts.

We will consider the comparative characteristics of the
cities of Las Vegas and Luhansk, in order to determine the
prospects of opening a free gaming zone on the territory
occupied today. It is possible to carry out activities in the
gambling business market only if you have a license, which
is quite difficult to obtain, regardless of its long-term nature.
The fee for using a license in the country is 30 minimum
wages, i.e. more than UAH 2,000,000. in 2023.

90

In Poland, the tax on profit from the gaming business
is 50%, which is illustrated by fig. 2, and annually brings
revenue to the treasury in the form of 20-30 million dollars
[8]. And in Belgium, the state receives only 2.5% of the
winnings. As for Las Vegas, the income tax here is 6.25%,
and the income from the gambling business was 14 billion
dollars a year, that is, the state authorities receive the
largest tax revenues in the city not because of the size of
the tax rate, but because of the number of people who want
to visit the city and experience own fortune.

Another significant problem of Ukraine is the high
level of banditry, which is especially acute in the currently
occupied territories. It will be quite easy to overcome it
within the game zone. Yes, there is practically no crime in
Las Vegas, due to the large number of security guards and
police, whose staff is made up of ex-military personnel.

Calculation of the lost benefit of the state from
concealing the income of the gambling business of Ukraine:
if in Ukraine during 2021-2024 23 licenses for conducting
gaming activities were issued and the total amount of profit
for the last year of casino operation was UAH 55.6 billion,
then the amount of earnings of one casino is:

56.6 billion UAH / 23 =2.461 billion UAH

As stated in the work, the income tax in the field of
gaming business is 18%, therefore officially operating
casinos in 2024 paid to the treasury:

UAH 56.6 billion / 100 * 18 = UAH 10.2 billion

And one casino pays on average:

UAH 2.461 billion / 100 * 18 = UAH 0.44 billion

Taking into account the fact that 1,100 casinos operate
unofficially in Ukraine (Boyko, 2023), the lost official
income of the state from their operation is equal to:

1. UAH 2.461 billion *1100 = UAH 2,707.1 billion

2.2,707.1 billion UAH /100 *18 = 487.3 billion UAH

Since casinos in Ukraine were legalized 4 years ago,
the income for the period 2021-2024 should have been:

1.2,707.1 billion UAH * 4 = 10,828 billion UAH

2. 10828 billion UAH / 100 * 18 = 1949 billion UAH

And, for the entire period of independence of Ukraine:

1.2,707.1 billion UAH * 33 = 89,334.3 billion UAH

2. 89334.3 billion UAH /100 * 18 = 16080.2 billion
UAH
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Figure 2. The amount of interest tax rates on income from gaming business in different countries of the world

Source: compiled based on the [8]
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And, if the situation with the activity of illegal casinos in
Ukraine is not regulated, then in 10 years the total losses of
the state (with a 50% increase in gambling establishments)
will amount to:

1. (1100 establishments /100 * 50) + 1100 =
1650 establishments

2.2.461 billion UAH * 1650 = 4060 billion UAH

3. 4060 billion UAH / 100 *18 = 730.8 billion UAH

4. 4060 billion UAH * 43 = 174580 billion UAH

5. 174,580 billion UAH / 100 * 18 = 31,424.4 billion
UAH

With the help of fig. 3, we will visually consider the
estimated losses of Ukraine from the activities of illegal
casinos in the period 1991-2034.

The Commission for the Regulation of Gambling
and Lottery Market in Ukraine regulates relations in the
gaming business market, with its main office in Kyiv. This
organization has a rather low level of public trust, because
during the war it issued a license to operate to a Russian
gaming company, a monopolist in Eastern Europe.

The main regulator of the gaming market in Ukraine for
a long time was the Law of Ukraine “On the Prohibition of
Gambling Business in Ukraine”, but after long discussions
and an open survey of Ukrainians, the gaming business
was legalized in 2020 by the Law of Ukraine “On State
Regulation of Activities in the Organization and Conduct
of Gambling”. Today, in Ukraine, it is possible to conduct
business in the categories of offline casinos, online casinos,
bookmakers, slot machines, online poker and lotteries.
Using Figure 3, let's consider a comparative characteristic
of the cities of Las Vegas and Luhansk, to determine the
prospects for opening a free gaming zone in the currently
occupied territory.

It is possible to conduct activities in the gambling
market only with a license, which is quite difficult to
obtain, despite its long-term nature. The fee for using
a license in the country is 30 minimum wages, i.e. more
than 2,000,000 UAH. in 2023. At the same time, a network
of gambling establishments must obtain a license for

1991-2024

@ Profit of gambling business

organizations (not received) 89334,3

O Income tax of gambling business

organizations (not received) 16080,2

each establishment, in particular. And an organization
conducting business activities in this market must submit
consolidated financial statements and organizer reports
for each type of activity in the field of organizing and
conducting gambling. The terms of validity, number and
date of issue of the license must be highlighted during
marketing activities and available for viewing by visitors
to online and offline gambling establishments.

Conclusions. This study has examined the viability
of establishing a free gambling zone in Ukraine as a
strategic approach to managing the profound economic
challenges precipitated by the ongoing war. The analysis
demonstrates that while the creation of such a zone
holds significant potential for attracting foreign direct
investment and generating crucial fiscal revenue, its
successful implementation necessitates a multifaceted and
meticulously calibrated strategy.

Key findings indicate that:

1. Economic Potential. The establishment of a free
gambling zone presents a considerable opportunity to
stimulate economic growth, create employment, and
diversify revenue streams, particularly in the post-conflict
reconstruction phase.

2. Regulatory Framework. The efficacy of the free
gambling zone is contingent upon the development
and enforcement of a robust and transparent regulatory
framework that mitigates potential risks such as money
laundering, gambling addiction, and social disruption.

3. Investment Climate. Attracting substantial foreign
investment requires the creation of a stable and predictable
investment climate, characterized by clear legal guidelines,
streamlined administrative procedures, and effective anti-
corruption measures.

In conclusion, the establishment of a free gambling
zone in Ukraine represents a complex but potentially
valuable economic strategy. However, its success hinges
on a commitment to rigorous regulatory oversight, strategic
investment, and a comprehensive understanding of the
social and economic dynamics at play.

Us_ 0

2021-2024 2024 1991-2034
(prognosti
cation)
10828 2707,1 174580
1949 487,3 314244

Figure 3. Lost benefit of the state from the illegal activity
of the gambling business of Ukraine 1991-2034 (billion UAH)

Source: compiled by the authors
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