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SERHII HUZ

BRIEF OVERVIEW:

POVERTY, WAR, INEFFICIENT ECONOMY
AND SOCIAL PROBLEMS

In December 2024, the European Council decid-
ed to open accession negotiations with Ukraine.
Such an important decision for Ukraine was
made in the context of the brutal aggression and
war that the Putin regime in Russia has waged
against the country. But this decision was also
made in an unprecedentedly fast manner: it re-
quired only two years from the time of submit-
ting the application to obtaining candidate sta-
tus and opening negotiations, with the latter
expected to begin in 2025.

The Ukrainian government has committed itself
to the most ambitious and profound reforms yet,
intended to transform the former Soviet republic
into a country governed by common legislation
with the EU, meeting the highest democratic
standards, and ensuring that dignity and human
rights are paramount.

This ambitious goal seems incredible in the con-
text of the largest ongoing war in Europe. As of to-
day, Russia has occupied about 20% of Ukraine’s
territory, including Crimea, annexed in 2014. Don-
bas, the largest industrial region in the east of the
country with large metallurgy, machine building,
energy sector, ports, shipyards, and other enter-
prises, has been almost completely destroyed.
Russia occupied a territories rich in natural re-
sources and strategic coal reserves. Tens of thou-
sands of civilians have been killed, hundreds of
thousands wounded, and millions forced to flee
their homes or find themselves under occupation.
Yet this brutal war is still ongoing.

On its way to the EU, Ukraine will also have to
overcome significant internal challenges that have

been accumulating for decades. Such challenges
include entrenched corruption, oligarchy, signifi-
cant human rights violations, an unstable democ-
racy, and a weak and ineffective legal system.
Although Ukraine has existed as an independent
state for more than 30 years, it is still on the path
of building new state institutions to replace the
remnants of the Soviet legacy. These new institu-
tions should not only meet the best EU standards,
but they should also help transform Ukraine into
a modern, stable democracy.

Last year, Ukraine was once again recognized as
the poorest country in Europe in terms of GDP
per capita. Its weak economy has left its social
programs undergoing steady cuts. The large eco-
nomic population migration was further exacer-
bated by the war. The country is facing a severe
demographic crisis: since 1991, its actual popu-
lation has declined by 40%, the net reproduction
rate has fallen below 1, and mortality is far higher
than the birth rate.

The government is taking desperate steps in the
labor market seeking to attract investment in the
country despite the difficult conditions: labor and
trade union rights are constantly under attack by
supporters of neoliberal reforms in the govern-
ment. As a result, public trust in the government,
parliament, and state institutions is falling, which
will make it much more difficult to implement the
reforms necessary for EU accession.

Ukraine’s integration into the EU should not be
limited to the formal alignment of legislation with
EU norms. After all, from the experience of nu-
merous previous reforms, the most difficult stage
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is compliance with the implemented legislation.
The Ukrainian government and society have a
deep-rooted tradition of ignoring formal legisla-
tion, from the Constitution of Ukraine to the requ-
lations of regulatory authorities. Therefore, along
with the legislative reforms, it is important to in-
troduce effective monitoring and timely response
to emerging problems.

PROBLEM AREAS ON THE WAY
TO EUROPEAN INTEGRATION

In October 2024, the European Commission pro-
vided another assessment of Ukraine’s compli-
ance with EU standards and its progress on this
path. While it was expected that under the condi-
tions of war, the country is limited in its resources
and ability to implement reforms, the result of the
year's progress was disappointing for many, as
even these limitations were taken into account.

The areas of foreign policy, customs union, digi-
tal transformation, energy, and international and
security policy were highly evaluated. However,
even in these sectors, none of the evaluations
reached the highest level and failed to improve
compared to the previous year.

In the same time, Ukraine shows no progress and
has extremely low scores in such sectors as free-
dom of movement for workers, social policy and
employment, agriculture and rural development,
financial control, functioning of the market econ-
omy and ability to compete within the EU market.

Although this brief does not cover all aspects of
Ukraine’s political, economic, or social situation
nor all the reforms needed, it does provide an
overview of key issues in certain areas that need
to be addressed as a matter of urgency on the
path to European integration. More of this over-
view focuses on socio-economic issues, which are
often overlooked as debates over the quality of
democratic institutions, fighting corruption, or
building an effective legal system take place.

ECONOMY

During the Soviet era, Ukraine was traditional-
ly assessed as one of the USSR republics, with a
strong industrial potential, a developed agricul-
tural sector, and an educated workforce, with
a 47% share of people with higher education. In
addition, the country has large reserves of natu-
ral resources, estimated by Forbes to exceed $14
trillion, and the largest area of fertile black soil
in Europe. However, the country’s economy was
considered to be characterized by excessive ener-
gy consumption, bureaucratization and planned
economy, lack of market competition, and exces-
sive focus on the military-industrial complex.

From the beginning of the market reforms and
up to now, the structure of Ukraine’s GDP has
changed radically. The share of industry has de-
creased from 48% to 18%, agriculture from 24%
to 10%, while the share of services has increased
from 28% to 72%.

Radical reforms have led to alarge-scale deindus-
trialization of the country’s economy. Although
the original goal was to modernize production
and increase the production of consumer goods,
what happened instead was a collapse in the
production of high value-added goods, while the
output of raw materials remained consistently
high. Ukraine has not been able to overcome the
deficit of consumer goods on its own and con-
tinues to import most of them, while two-thirds
of its exports are raw materials or semi-finished
products.

During the first years of independence, hyperinfla-
tion, corruption, and weak protection of property
rights led to the formation of a persistent shadow
economy, with estimates ranging from between
24 and 35 percent depending on the period.

According to the experts of the Institute for Social
and Economic Transformation and CASE-Ukraine:
“in Ukraine, the vast majority of tax revenues are
lost due to the largest-scale tools of tax evasion
and aggressive tax planning, which are massive-
ly used by large and ultra-large companies that
dominate the domestic economy.” According to
their estimates, the size of the “shadow econo-
my” could reach UAH 1.88 trillion (or USD 46 bil-
lion at the current exchange rate).

The situation is made worse by the historically
weak inflow of foreign investment into Ukraine.
As a rule, a significant part of these investments
is actually reinvestment of capital withdrawn
from Ukraine through offshore campaigns. It is
noteworthy that the current public debt is three
times higher than the foreign direct investment
made in the 33 years of Ukraine’s independence.
According to the NBU, as of 2021, net FDI inflows
amounted to USD 43.6 billion.

Ukraine’s integration into the European Union
will require a deep economic structural transfor-
mation, the creation of new markets and services,
revision of socio-economic parameters, and im-
proved efficiency of public resource management
along with control over compliance with legisla-
tion and standards.



ENERGY SECTOR

Ukraine’s energy legislation and energy market
are considered to be among the best prepared for
integration into the EU economy. Many reforms
were carried out both after the signing of the As-
sociation Agreement with the EU and in connec-
tion with Ukraine’s accession to the ENTSO-E,
the unified energy system of continental Europe.
However, the significant destruction of the ener-
gy sector caused by the war has forced to revise
the entire strategy of the country’s energy sector
development.

The Ukrainian energy market had significant
structural deformations even before the outbreak
of full-scale hostilities. For example, electricity
production exceeded domestic consumption,
which led to the introduction of plans for indus-
trial production of hydrogen and its export to the
EU via a gas pipeline network within the Energy
Development Strategy. At the same time, Ukraine
had a significant deficit in peaking generation,
which was estimated at 4 GW. Although there
were plans to build peaking power plants, it was
preferred to rapidly develop solar and wind power
generation, which only exacerbated the deficit.

The discrepancy between the declared gener-
ation, dominated by thermal generation with
a share of 40%, and the actual electricity supply,
dominated by nuclear generation with a share of
52% as of 2020, was rapidly growing. This discrep-
ancy was explained by the critical deterioration of
TPP and CHP equipment, as well as the shortage
of high-energy coal and gas.

The hostilities destroyed more than 80% of the
country’s established thermal generation and
20% of solar and wind generation. The hydropow-
er sector also suffered significant damage: the
Kakhovka HPP was completely destroyed, and
other HPPs were partially damaged. Although the
exact figures of generation losses are classified,
it is clear that at least 50% of pre-war generation
has been lost as a result of the destruction and oc-
cupation.

Moreover, Ukraine has lost most of its coal deposits
in the Donbas coal basin, which are now occupied
by Russia.

Such consequences forced the Ukrainian govern-
ment to adopt in 2024 the amendments to the
Energy Development Strategy of Ukraine for the
period up to 2035, which were not made public for
security reasons related to Russian air attacks. Itis
clear, however, that some of Ukraine's pre-war
plans to become Europe’s largest energy transit
country will have to be revised, at least for the pe-
riod of recovery of the energy sector and possible

lifting of sanctions on the transit of Russian ener-
gy to the EU through Ukraine.

Additionally, a significant deficit in the energy
market could limit Ukraine’s ability to rebuild and
grow its industry quite seriously. There is also a
threat of rising energy poverty among the popula-
tion due to the rising costs of autonomous power
plants and generators. The government’s promo-
tion of distributed generation has already led to
higher prices in industry and commercial sectors
due to higher energy costs.

AGRICULTURAL SECTOR

Agriculture is a key sector of Ukraine’s economy,
accounting for 10.9% of the country’s GDP, 17%
of the labor force, and 45% of export revenues.
However, the agricultural sector is the most con-
troversial in terms of Ukraine’s integration into
the EU due to its size and potential impact on the
EU market.

Although Ukraine has a bimodal agricultural sys-
tem, about 60% of its arable land is controlled by
agribusiness. For example, the 10 largest agrohol-
dings control more land than all of the country’s
official farms. Moreover, the war has accelerated
the concentration of land, while the number of
farms has decreased by about a quarter of the to-
tal to about 32,000 units.

Foreigners cannot directly own agricultural land.
However, according to a study by the Land Matrix
project conducted in 2021, Ukraine has become
the second largest country in the world in terms of
the amount of land controlled by foreign investors.
Using leases or proxies, foreign companies have
gained control over 3.3 million hectares of land.

Another way for foreign companies to control
Ukraine’s agricultural sector is to invest in the
infrastructure enabling an increase in agricul-
tural exports. Among the 10 largest exporters of
Ukrainian grain in the 2022/23 marketing year,
only one company was of Ukrainian origin. The
rest had French, American, or Chinese jurisdic-
tion, or were registered in offshore zones such as
Cyprus or Luxembourg.

In general, Ukraine exports about 59% of its grain
tothe EU, another 32% to Asia, and only about 8%
to Africa.

Large grain exports to the EU caused numerous
farmers’ protests in Poland and some other neigh-
boring countries, prompting their governments to
impose restrictions on grain imports from Ukraine.
Anincrease in Ukrainian agricultural exports should
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Ukraine become a member of the EU could lead to
a price collapse and provoke even more protests
among farmers.

Another challenge: Ukraine may become the
largest recipient of Common Agricultural Policy
subsidies — something that is already causing
opposition in the EU and complicating accession
negotiations.

In addition, EU standards for organic farming
are much stricter than those in Ukraine for small
producers. Meanwhile, farming requires not only
financial support through subsidies, but also real
access to the EU markets.

In Ukraine, scientists and environmentalists warn
of structural deformation of the agricultural sec-
tor, which will have negative long-term conse-
quences. Large agribusinesses rely on commodity
production of grains and oilseeds. For example,
over the past three decades, the area of sunflow-
er cultivation has increased 4 times — to almost 7
million hectares in 2021, the year before the war.
In 2023, about 60% of the acreage was planted
with corn, sunflower, rapeseed, and soybeans.
Such intensive cultivation of these crops can lead
to a loss of fertility of up to 40% of Ukraine’s ag-
ricultural land, the Institute of Geography of the
National Academy of Sciences of Ukraine warns.

Although Ukraine has a significant agricultural po-
tential, in order to integrate into the EU, changes
in both national agricultural policy and the struc-
ture of EU agricultural support are needed.

THE EXTERNAL DEBT PROBLEM

The problem of external debt is directly related
to Ukraine’s reconstruction. Any recovery strate-
gy that ignores this issue will be incomplete and
ineffective. At the same time, the willingness of
the international community to support recon-
struction creates a unique window of opportunity
to deal with debt obligations. The cancellation of
debt should be considered in the context of cre-
ating a sustainable financial basis for economic
recovery.

According to the latest estimates by the Ministry
of Finance of Ukraine, as of the end of 2024, pub-
lic and publicly guaranteed debt reached USD
166 billion, including public external debt of USD
115 billion (or 69% of the total debt). Whereas the
domestic public and publicly guaranteed debt is
estimated at USD 46 billion, or almost 28%.

Although domestic debt denominated in hryvnia
is significantly different from external debt de-

nominated in foreign currency, there is an indi-
rect link between them: the ability to control the
national currency depends on the level of exter-
nal debt. Excessive debt increases currency risks,
while devaluation can lead to uncontrolled growth
of the currency. Reducing debt pressure strength-
ens the country’s financial stability and increases
investor confidence.

Rebuilding Ukraine requires hundreds of billions
of dollars, with international investment being
crucial. However, high external debt appears to
be an obstacle.

The IMF and the World Bank are Ukraine's key fi-
nancial partners who could potentially facilitate
debt restructuring. Debt relief programs have tra-
ditionally targeted the poorest countries, which
Ukraine does not formally belong to. However,
the economic situation in Ukraine remains unsta-
ble, and a significant portion of revenues is sup-
ported by international aid and domestic loans.

Another option is to use Special Drawing Rights
(SDRs), which are a reserve asset of the IMF.
Ukraine could access such funding through the
creation of a special fund with developed coun-
tries involved. This would benefit not only Ukraine
but also other countries facing crises.

Ukraine’s main creditors are the Gy countries,
which agreed to postpone payments in 2022.
However, full debt cancellation remains a political
issue. Even if the G7 countries were to completely
cancel Ukraine’s debt, it would not cause signifi-
cant damage to their financial balance sheets, but
could be an important step in the recovery of the
Ukrainian economy.

WOMEN’S EMPLOYMENT INTIMES OF WAR

The war has significantly changed the labor mar-
ket for women. Such factors as military service or
the fear of mobilization, when men do not want
to work legally, led to a shortage of traditionally
“male” professions in manufacturing and agri-
culture. As a response to the situation, the gov-
ernment lifted restrictions on women working in
heavy, harmful, dangerous or underground jobs.

This has led to a controversial debate on how
the involvement of women in jobs with difficult
or dangerous conditions is compatible with the
government’s policy on women's right to mother-
hood. After all, although Ukraine formally adopts
many EU norms on employment and equal oppor-
tunities, the reality in Ukraine and the EU is vastly
different.



For instance, since the beginning of the war, state
inspections of safe working conditions have been
suspended, and regulations to protect workers
from harmful effects of substances at work are
often not enforced in manufacturing and agricul-
ture. In contrast to the EU, the Ukrainian govern-
ment is reducing the number of workplace inspec-
tions and limiting the inspectors’ authority. The
overall context of deregulation of labor relations
increases women'’s vulnerability.

Women's involvement in round-the-clock or night
shifts makes it more difficult to harmonize work
and childcare. Increased employment of women
in manufacturing reduces the flexibility of their
employment compared to, for example, the ser-
vice sector, and the loss of this flexibility limits
women from taking up “male professions.” The
availability of kindergartens and nurseries is much
more limited today than in the Soviet period,
when many women worked in manufacturing.
Due to the war, there are restrictions on the op-
eration of kindergartens and schools in many re-
gions caused by a lack of space in bomb shelters.

TRADE UNION DISCREDITATION

The long-term opposition of trade unions to the
government’s attempts to implement anti-la-
bor reforms has led to the conflict and organized
discrediting of trade unions. Trade unions are ac-
cused of remaining Soviet, corrupt, inefficient as
well as various other sins, while their leaders are
occasionally subjected to criminal proceedings.
This pressure increases whenever trade unions
voice their opposition to government policies.

The undermining of trade unions has led to
a steady decline in organized representation of
employees. For example, the largest trade un-
ion association, the Federation of Trade Unions
of Ukraine, had shrunk from 25 million members
to about 3 million before the start of Russia’s full-
scale invasion. Both the war and the anti-trade
union policy have also affected a number of other
trade union organizations, which have lost about
50% of their members over the past three years
due to mass mobilization, the destruction of busi-
nesses, and the departure of trade union mem-
bers to other countries.

Recent legislative initiatives by the Ukrainian gov-
ernment make the situation of trade unions even
worse as they significantly restrict their rights in
a time of war. In addition, the government wants
to exclude existing trade union associations from
participation in the tripartite negotiations, replac-

ing them with public organizations or govern-
ment-controlled trade unions, or organizations
of employees without trade union status. Such
intentions have already caused outrage amongin-
ternational trade union organizations and the ILO.

DETERIORATING WORKING CONDITIONS
AND CHALLENGES INTHE LABOR MARKET

Since the beginning of the market transformation,
the weak and technologically backward econo-
my has caused catastrophic impacts on the labor
market in Ukraine through massive bankruptcies
and closures of enterprises in both manufacturing
and agriculture. Thus, the number of people em-
ployed in the labor market dropped from 27 mil-
lion in the early 1990s to about 15 million on the
eve of Russia’s full-scale invasion.

Excessive labor surplus and restrictions on legal
employment abroad led to a collapse in wages in
most sectors of the economy. This was especial-
ly true in the public sector, trade, and agriculture,
where actual salaries have been close to the mini-
mum guaranteed wage for many years (as of early
2025, less than 140 EUR per month after taxes and
other deductions).

According to various estimates, between 5 to 8
million Ukrainians were forced to look for work
in other countries during this period, joining the
market of illegal or semi-legal workers in Europe
and Russia.

Russia’s full-scale invasion has worsened the situ-
ation on the labor market even more. The unem-
ployment rate jumped to almost 20% (as of the
end of 2024, it was approximately 15.5%). Millions
of people lost their jobs, became internally dis-
placed, or fled the country. Official employment
has fallen to 7 million jobs. Compared to pre-war
2021, as of today, the working-age population of
Ukraine has decreased by 40%.

After the economy has adapted to the war condi-
tions, the market is still experiencing high unem-
ployment with a shortage of specialized workers
in many sectors of the economy.

The key problem remains the large share of the
economically inactive population: about 8 million
Ukrainians are neither working nor looking for
work. At the same time, the number of people
applying to the state in case of unemployment is
decreasing: in 2024, 400 thousand people used
the services of the State Employment Service,
in 2023 — 660 thousand people, while in 2022 —
more than 1 million. This indicates that confidence
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in the social protection system is declining and
the conditions for supporting the unemployed are
deteriorating.

The government is promoting women'’s self-em-
ployment as an alternative to formal employ-
ment, but this model has its own risks: lack of
labor protection, lower tax revenues, and unreg-
ulated working conditions. This is effectively shift-
ing the state’s social obligations to citizens.

The weakening economic status of employees,
coupled with the catastrophic degradation of
trade unions, has led to constant attacks on labor
rights by governments and employers. Such at-
tacks have increased with the rise of more radical
governments that have sought to liberalize labor
laws in favor of employers, thereby depriving em-
ployees of many of their established rights.

The European Commission’s report in October
2024 showed a critical situation in social policy:
Ukraine received the lowest score among the 10
candidate countries. The main problems are weak
labor protection, inconsistency of legislation with
EU standards, and limited powers of labor inspec-
tions. These challenges require a comprehensive
reconsideration of employment policy with a fo-
cus on workers' rights.

POVERTY

Inefficient economic policies have led to a rapid
increase in poverty in Ukraine. The problem of
poverty has often beenignored in public discourse
and even justified as a necessary sacrifice for the
rapid transition to a market economy.

In the early 1990s, the income of the average
Ukrainian household fell by 60%. However, it was
only in 2001 that Ukraine adopted its first Com-
prehensive Poverty Reduction Strategy. At that
time, the official poverty rate reached 31%. Over
the 10 years of the program’s implementation,
poverty was reduced by only 5%. The program
never achieved its goal of creating a strong middle
class. Instead, the majority of the population had
incomes barely above the poverty line.

Further attempts by the government to improve
the situation have only resulted in the stabiliza-
tion of poverty at a certain level. However, the
outbreak of hostilities in eastern Ukraine, fol-
lowed by Russia’s full-scale aggression, signifi-
cantly worsened the situation.

The estimation of the actual poverty rate is com-
plicated since the methodologies used by, for

example, the Ukrainian government and the UN
differ. For instance, the Ukrainian government
considers those living below the poverty line to
be citizens with incomes below the official sub-
sistence level of 2,920 hryvnias per month (or less
than 70 USD per month). While the UN defines
the poverty line as 5.5 USD per day or 165 USD per
month, which is 2.4 times higher than the Ukraini-
an government'’s figure. Thus, according to UN es-
timates, the poverty rate in Ukraine exceeds 60%
of the population.

According to a UN report, as of 2024, about 7.3
million Ukrainians face moderate or severe food
insecurity, including 1.2 million children and 2 mil-
lion elderly people.

The problem of poverty is further exacerbated by
the ongoing hostilities, the large number of inter-
nally displaced persons, limited social and medi-
cal services, the border closure for men, and other
factors.

Although Ukraine has ratified most of the clauses
of the European Social Charter, the country is not
able to comply with European social protection
standards practically, as will be shown below. The
Council of Europe has already drawn the atten-
tion of the Ukrainian government to the fact that
“the military aggression of the Russian Federation
against Ukraine should not result in a diminution
of the protection of the rights recognized by the
European Social Charter.”

CRISISONTHE SOCIAL HOUSING MARKET

Most of Ukraine’s housing stock was built during
the socialist period. In 1992, the government de-
cided to allow tenants to privatise housing owned
by the state, local communities or state-owned
enterprises for a nominal price.

Despite expectations that privatisation would
transfer the responsibility for housing to the own-
ers, the reality is that apartment buildings remain
located on municipal land, and common areas
have not acquired owners. Such buildings are
mostly managed by municipal enterprises, which,
after the collapse of the socialist system, oper-
ate with limited budgets. As a result, much of the
housing stock is in poor condition as well as being
energy inefficient.

The ability of Ukrainians to buy remains low. De-
spite the existence of a legislative framework for
social housing, the stock of social housing is ex-
tremely small (approximately 1,098 units nation-
wide).



The rental market is mostly shadowy, with unreg-
ulated prices and untaxed income. Before the war,
only 5 to 12 per cent of the population rented. The
majority of the population who could not afford
their own apartment relied on relatives or inherited
housing.

The global financial crisis of 2008 had a significant
impact on the Ukrainian real estate market. The
devaluation of the hryvnia, rising interest rates,
collapsing prices and high default rates resulted
in a 66% decline in mortgage lending. Following
the political and economic turbulence, mortgages
became a rare and insecure instrument for house-
holds.

Development companies usually did not receive
funding from banks, so they became lenders to
buyers. Once the construction was completed,
housing prices increased by 30-50%, which offset
the risks of investing. By 2019, the main investors
were IT professionals, migrant workers and for-
eigners who saw real estate as a stable source of
income.

The war has exacerbated the housing crisis: 10% of
the housing stock was destroyed or damaged, af-
fecting 2 million households. Rental prices in some
cities increased by 210%. Community centres or-
ganised by municipalities and NGOs cover only 2%
of internally displaced people. Humanitarian or-
ganisations cannot offer long-term solutions.

The lack of affordable housing in Ukraine (both
social and private rental) is forcing people to re-
turn to damaged homes in dangerous areas locat-
ed close to the frontline. Meanwhile, the “funding
for developers” mechanism, which has served
well for the wealthy groups, is unaffordable for
the majority who are now losing their previously
privatised homes due to the war.

European integration could be a chance to intro-
duce new financial mechanisms to make housing
affordable during the post-war period. Ukraine’s
recovery plan includes a €72.8 billion Human Cap-
ital Strategy, which includes housing for those in
need as a separate element of the plan. The Min-
istry of Reconstruction is developing legislative
changes, and the EIB has already announced a 200
million EUR pilot project to build social housing.

Ukraine’s approach to housing policy is reminiscent
of the Eastern European countries’ approach to the
2008 crisis, which supported lenders and owners
rather than vulnerable groups. The policy of subsi-
dised mortgages and compensation helps to pre-
serve the market value, but does not help those
who do not have the capital to enter the market.

Decisions on social housing remain blocked due
to the long legislative process. This is caused not

only by the legacy of privatisation, but also by
the position of international donors who support
weak market regulation. Ukraine needs not just
improved market mechanisms, but also the res-
toration of social infrastructure. Europe needs to
help peripheral countries build social housing sys-
tems, not just to preserve market stability.

PROBLEMS IN THE HEALTH CARE SECTOR

The Ukrainian health care system, largely built
in the Soviet era, suffered a significant decline in
the 1990s and early 2000s due to a chronic lack of
public funding. Although medical services should
be provided free of charge under the Ukrainian
Constitution, in reality people were forced to pay
bribes for surgeries or doctor’s appointments.
Many quality medicines became unaffordable for
the low-income population due to high prices on
the commercial market.

Since 2017, Ukraine has implemented a com-
prehensive health care reform aimed to restore
state-guaranteed health care services and make
medicines available to the entire population.

Positive aspects of the reform include the budget
being centralised in one institution, the National
Health Service of Ukraine, which, together with
the introduction of digital technologies, has pro-
vided greater transparency in tracking resource
allocation.

The introduction of the ‘Affordable Medicines’
programme, aimed at patients with chronic dis-
eases, is also positively assessed. Medicines un-
der this programme are provided free of charge.
However, its drawback is that more expensive
medicines remain unavailable.

Another positive aspect was the prioritisation of
primary health care, which had declined in previ-
ous years.

The lack of resources and low salaries in the health
care sector remain among the key issues that have
been criticised. Funding for the health care sector
remains at 2—3 per cent, which is significantly low-
erthan the 11 per centin the EU. This has led to an
increase in existing petty corruption and exploita-
tion of workers, in particular, delays in the pay-
ment of salaries. The restructuring of the system
was achieved by closing and merging hospitals
based on strict norms regarding the number of
patients actually treated by hospitals. This result-
ed in numerous dismissals of health care workers,
which were often not properly notified, and those
who actively fought to keep their jobs were often
harassed by local authorities.
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Exhausted by the COVID-19 pandemic, Ukraine’s
health care system has been put under even
greater pressure by the ongoing war. According
to the Ministry of Health, as of July 2024, more
than 1,600 medical facilities were damaged and
214 were completely destroyed beyond repair.

Ukraine will face an increase in the number of peo-
ple with disabilities in all of the possible scenarios,
making health care development a priority.

New government initiatives suggest that privati-
sation is once again being seen as the preferred
«solution». In some cities, medical workers in
municipal health care facilities are confused by
notices about redundancies or transfers to private
health care facilities. While in the first year of the
war alone, the health care workforce has already
been reduced by 14 per cent or 89,000 health care
workers.

“The Ukrainian

More details in the brief:
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UKRAINE'S ECONOMY:
RAW MATERIAL-BASED, AGRICULTURAL,
AND CORRUPT

The Ukrainian economy has failed to recover to the level of industrial development seen during the
Soviet era. Over more than 30 years of independence, despite numerous economic reforms, strate-
gies, and concepts, the country has increasingly turned into a raw material appendage of developed
nations. The shadow economy remains significant, accounting for 30% to 38% of GDP, depending on
estimates. Although Ukraine has its own currency, it effectively operates on a dual-currency system,
with the weak hryvnia circulating alongside the strong dollar, to which pricing calculations are pegged.
A significant share of the population’s savings is held in dollars or other stable currencies.

The instability of economic and political systems fuels corruption across all spheres of life, including
the economy.

These factors complicate the integration of Ukraine’s economy with those of the European Union and
necessitate a fundamental reevaluation of its role in the EU’s economic space. This will require deep
structural reforms, which are likely to affect the political system as well.

INTRODUCTION THE STRUCTURE OF UKRAINE'S GDP AS OF 2023

GDP _
agriculture

Although Ukraine possesses abundant natural re-
sources, some of the world’s best black soil, and
millions of educated engineers and skilled work-

ers, it remains the poorest country in Europe, ac- industry
cording to the International Monetary Fund (IMF).
IMF forecasts predict that in 2024, Ukraine’s GDP
per capita will amount to $5,600, which is twice services

as low as the average across EU countries. Global-
ly, Ukraine ranks 141st in GDP per capita, while in
nominal GDP (in US dollars), it is projected by the
IMF to rank 57th in 2024.

Despite full-scale hostilities in Ukraine entering
their third year, accompanied by extensive missile
strikes targeting the energy sector, infrastructure,
and industrial enterprises, the government has
managed to halt a sharp GDP decline and ensure

By the end of 2024, GDP forecasts became more

optimistic compared to mid-year. The National
4%, an improvement from the previously predict-
ed 3.7%. The European Commission also raised its

£4.6%6 to 3%.
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The Center for Economic Strategy suggests that
the economic recovery in 2023 was primarily due
to a low base following the 28.8% contraction in
2022, and growth rates are expected to slow in the
future. Current data supports this projection.

According to the European Commission, Ukraine’s
GDP growth is projected to slow to 2.8% in 2025.
2%, mainly due to extensive damages from the
Russian invasion and significant disruptions in
energy supply. The Ukrainian government antici-
pates economic growth of 2.5% in 2025.

THE HRYVNIA

The hryvnia remains a relatively stable currency
in Ukraine, and in 2024, the National Bank eased
some currency restrictions introduced after the
onset of full-scale invasion. The pace of hryvnia
depreciation is significantly lower than inflation
rates.

EXCHANGE RATE OF THE UAH TO THE USD
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The relative stability of the hryvnia can be attrib-
uted to substantial external inflows in the form
of grants, loans, and other financial aid from
Ukraine’s international partners, which help main-

tain a stable currency balance.

FINANCIAL AID TO UKRAINE
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Since the beginning of the full-scale war, Ukraine’s
external public debt has increased from $47.7 bil-
lion to $106.7 billion, reaching an all-time high.
Domestic debt in 2024 is expected to amount to
$45 billion, and the country’s total debt obliga-
tions will exceed 100% of GDP.

The rapid growth of external debt obligations
could pose challenges to maintaining the hryvnia’s
exchange rate if economic recovery does not
meet required rates or if new loans or financial aid
are discontinued or reduced.

According to the approved state budget for 2025,
the average exchange rate is projected to be 45
UAH per US dollar. Over the next two years, the
government expects slight depreciation to 46.4—
46.5 UAH per dollar in 2026—2027. However, the
IMF’s forecasts are more pessimistic, predicting
more pronounced depreciation, from 45.8 UAH in
2025 to 54.1 UAH per dollar by 2029.

INFLATION AND THE DISCOUNT RATE

The onset of the full-scale aggression against
Ukraine accelerated inflation to 26.6% during the
first year of the war. However, this figure was low-
er than projected estimates and significantly less
than inflation during 2014—2015, when Crimea
was annexed, and fighting began in the Donbas—
back then, inflation reached 43.3%.

Within a year, thanks to strict monetary policy,
currency restrictions, and price controls, the gov-
ernment managed to reduce inflation to a desired
level of 5%. However, in 2024, inflation acceler-
ated again. This was primarily caused by rising
industrial prices due to significant energy costs
stemming from Russian attacks on the energy
sector. Additionally, a decline in crop yields con-
tributed to rising food prices.

INFLATION INDEX IN UKRAINE
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LABOR RESOURCES

At the time of this analysis, Russia occupies ap-
proximately 20% of Ukraine’s territory, including
Crimea, and active hostilities span over 1,200 kilo-
meters of the front line stretching from the east
to the south of the country. The industrial regions
of Donetsk, Luhansk, Kharkiv, Zaporizhzhia, Dni-
propetrovsk, and Sumy oblasts have suffered the
most from the war.

The conflict has resulted in a significant outflow
of labor resources, especially in eastern Ukraine.
While exact data on labor losses is unavailable,
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government and international estimates suggest
that approximately 6 million Ukrainians, primarily
women and children, have left the country. An-
other 4.5 million people have become internally
displaced. Additionally, up to 5 million citizens re-
side in occupied territories.

More than 1 million men under the age of 60 have
been mobilized into the armed forces.

Before the Russian aggression, the employed
population was estimated at 15.6 million. Today,
this figure has fallen below 10 million.

The mobilization of the male population has com-
plicated the search for labor resources in many
economic sectors, particularly in industry, agri-
culture, and public utilities, where labor shortages
are most acute.

HISTORICAL CONTEXT

Following World War Il, the planned economy of
the Ukrainian Soviet Socialist Republic underwent
profound transformations, evolving from agrarian
production to a modern industrial economy.

Upon gaining independence in 1991, Ukraine had
a robust fuel and energy complex, developed
metallurgy and chemical industries, aerospace
technology, aviation and rocket manufacturing,
shipbuilding, automotive industries, railway car
production, machinery manufacturing, and an ex-
tensive range of consumer goods production. The
light and food industries were also strong.

Ukraine accounted for 0.57% of global industrial
output at that time, placing it among the top ten
global leaders by this measure. Within its GDP
structure, industry constituted approximately
48%, agriculture 24%, and services 28%.

The military-industrial complex was particularly
dominant, accounting for up to 70% of industrial
output in some years. By the collapse of the USSR,
the Ukrainian SSR had over 3,500 enterprises pro-
ducing military or dual-use products, employing
more than 3 million people.

However, this focus on the military-industri-
al complex resulted in a significant shortage of
consumer goods. Citizens endured months-long
queues for refrigerators, televisions, furniture,
and other goods. Cars, considered a luxury item at
the time, faced particularly long waits.

Another drawback of the economy was its high
energy intensity, exceeding that of neighboring
countries by three to five times. Large-scale in-
dustrial production was possible only due to cheap
energy resources from the USSR. Labor produc-
tivity under the planned economy was extremely

low, despite efforts to stimulate it through eco-
nomic reforms during the Perestroika period.

The dissolution of the Soviet Union in 1991 and
the subsequent breakdown of production ties
between former Soviet republics had a dramatic
impact on Ukraine’s economy in the early years of
independence.

With the collapse of the unified Soviet banking
system, Ukrainian citizens’ savings held in the
USSR’s Savings Bank were frozen—millions of
people suddenly lost access to their money.

Inflation quickly spiraled into hyperinflation:
Ukraine’s new currency, the coupon-karbovanets,
depreciated by over 9o% per month. This forced
the government to print increasing amounts of
money to cover the budget deficit.

INFLATION IN UKRAINE, 1991-1995
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Salaries, pensions, and social benefits became
worthless, plunging most of the population into
poverty. For instance, during the first five years of
independence, the average salary did not exceed
the equivalent of $50 per month, with pensions
even lower.

By 1995, prices had skyrocketed so much that
wages were being paid in millions of coupon-kar-
bovanets, which had virtually no purchasing pow-
er. Hyperinflation wiped out all frozen savings and
made accumulating new savings nearly impos-
sible. Low purchasing power shrank consumer
demand, while high-quality goods were rapidly
displaced by cheap counterfeits from China and
substandard products.

It was not until 1996, after inflation had slowed
significantly, that the government introduced
a new currency—the hryvnia—and carried out
a denomination process.

Hyperinflation, coupled with the collapse of pro-
duction ties among former Soviet republics, led
to an industrial and economic meltdown. Most
enterprises lost working capital due to currency
devaluation and were forced to switch to bar-
ter transactions or operate on tolling schemes.
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By 1995, Ukraine’s GDP had dropped by more
than 50%, a decline that continued until the coun-
try began to emerge from the crisis in 1998-1999.

Ukraine’s agricultural sector also suffered severe
devastation. The working capital of collective
farms rapidly depreciated, making it impossible
for them to conduct proper sowing campaigns,
repair and purchase equipment, or maintain live-
stock. Bank loans were inaccessible due to exorbi-
tant interest rates.

The country experienced severe food shortages,
particularly in grain for bread production. Live-
stock farming was hit the hardest—swine herds
shrank nearly fourfold, and cattle numbers fell
tenfold. This resulted in a drastic decline in meat
and dairy production, forcing Ukraine to import
these goods. Across the country, collective live-
stock farms stood empty.

In 1995, President Leonid Kuchma issued a de-
cree on land privatization, launching a campaign
to establish private farms. However, due to a
lack of resources, most villagers could not culti-
vate their own land. Consequently, the majority
of landowners were forced to lease their plots
to former collective farm managers, who had
retained access to agricultural machinery and
other essential resources. Instead of widespread
farm creation, what occurred was the de facto
privatization of collective farms, mostly by their
former leadership.

As a result, by 2010, agriculture’s share of GDP
had shrunk threefold—from 24% to around 8%.

Even before the collapse of the Soviet Union, the
Ukrainian government announced a large-scale
privatization program. Every citizen received
special “privatization vouchers” initially valued
at 10,000 Soviet rubles. After Ukraine gained in-
dependence, their nominal value was increased
to 30,000 rubles. However, due to hyperinflation,
their real value by 1995 had fallen to less than $8,
making it impossible for ordinary citizens to ac-
quire a meaningful stake in privatized enterprises.

Moreover, Ukraine lacked the necessary insti-
tutions and mechanisms to allow citizens to ex-
change their vouchers for company shares effec-
tively. As a result, numerous commercial entities
emerged that bought privatization vouchers at
minimal prices and later used corrupt schemes to
exchange them for significant stakes in state en-
terprises. This process was popularly known as
“prykhvatyzatsiya”—a combination of the words
“privatization” and “prykhvatyty” (to grab or steal).

During this period, Ukrainian authorities declared
their intention to build domestic financial-indus-
trial groups capable of competing with global

corporations. In practice, however, this led to the
creation of a clan-based oligarchic system, where
the economy was subordinated to the interests of
the most influential oligarchic groups. Organized
crime, which had previously controlled the “shad-
ow market” and illicit trade, began to penetrate
the legal economy, taking over major industrial
enterprises and entire sectors.

The collapse of domestic consumption and hy-
perinflation forced Ukrainian enterprises to seek
foreign markets to sell their goods and earn hard
currency. As a result, exports began to grow rap-
idly, rising from $8 billion in 1992 to a record $100
billion in 2007.

However, due to the non-competitiveness of
Ukrainian manufactured goods, the share of raw
materials and semi-finished products in exports
began to rise sharply. The share of exports in
Ukraine’s GDP increased from about 10% in 1992
to 70% in 2007, with an average long-term share
of 45-50%.

At the same time, Ukraine became increasingly
dependent on imports, particularly energy re-
sources (oil and gas) and high-value-added man-
ufactured goods such as machinery, equipment,
and consumer products. Import volumes rose
alongside economic stabilization and real income
growth after 1999, especially between 2003 and
2013, when wages grew faster than inflation.

Rising household incomes fueled demand for
consumer goods, including modern household
appliances, electronics, computers, and auto-
mobiles. However, after the catastrophic decline
in industrial production in the early years of in-
dependence, Ukraine’s economy was no longer
capable of meeting domestic demand through
local production. This further stimulated imports,
which soon exceeded export revenues, leading to
a chronic trade deficit.

As a result, the government increasingly relied on
external borrowing to stabilize the currency bal-
ance and finance new economic reforms.
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KEY ISSUES OF UKRAINE'S ECONOMY

Despite the impact of the war, Ukraine continues
to face systemic economic problems that have
persisted for decades.

1. SHADOW ECONOMY

One of the key issues that remains unresolved is
the deeply entrenched shadow economy. In 2020,
estimating the size of the shadow econor'ﬁyméf
23.6% of GDP, or 846 billion UAH (approximate-
the actual figure is much higher, ranging between
30% and 35% of GDP.

Shadow economic activities cover nearly all sec-
tors of the private economy, from production and
trade to labor relations.

Experts from the Institute for Socio-Econom-
ic Transformation and CASE-Ukraine note that
“a significant share of Ukraine’s tax revenues is
lost due to large-scale tax evasion schemes and
aggressive tax planning, widely employed by
large and ultra-large companies dominating the
domestic economy.” According to their estimates,
the shadow economy could reach 1.88 trillion

UAH (or $46 billion at the current exchange rate).

Companies registered in offshore zones have
become a key instrument for tax evasion among
major exporting enterprises, enabling them to
transfer profits abroad or launder illicit funds.
These schemes are particularly widespread in the
metallurgy, extractive, chemical, and agricultural
sectors.

A striking example was the scandal surround-
ing the illegal export of “black grain” during the
war. According to Danylo Hetmantsev, head of
the Tax Committee of Ukraine’s Parliament, illic-
it grain exports in 2023 amounted to $5-6 billion,
while the total declared grain export volume was
$8.3 billion. This means that approximately 60%
of exported grain was traded through shadow
schemes.

Despite the adoption of several laws aimed
at combating the shadow economy, such as
strengthening customs and tax controls, these
measures remain largely ineffective due to over-
arching economic policies.

The government has not implemented measures
to prohibit the use of offshore zones for export
and import operations, which remain a major
channel for capital outflows, revenue conceal-
ment, and legal tax evasion. Within the domes-
tic economy, tax evasion is widespread through
schemes involving sole proprietors who benefit
from simplified tax regimes.

In labor markets, the government maintains sep-
arate tax systems for salaried employees and pri-
vate entrepreneurs. The latter pay four times low-
er taxes, which is widely exploited in the service
and outsourcing sectors to avoid payroll taxes.
Additionally, the government has effectively lost
control over compliance with regulations on offi-
cial employment and, consequently, the taxation
of workers’ incomes.

2. CHRONIC BUDGET DEFICIT

Due to weak fiscal control, the Ukrainian govern-
ment has consistently faced a chronic budget defi-
cit. Throughout its independence, the country has
only managed to achieve a balanced budget in two
years—2000 and 2001. To cover deficits, the gov-
ernment has had to rely on continuous borrowing
from commercial banks or resort to concealed
monetary issuance through domestic loans.

UKRAINE'S BUDGET DEFICIT
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The situation has significantly deteriorated amid
the ongoing war with Russia. Despite unprece-
dented levels of international financial assistance,
which far exceed pre-war figures, the budget defi-
cit continues to rise sharply.

Atthe end of 2024, the government increased cer-
tain taxes in an effort to boost budget revenues.
However, the expected additional revenue—140
billion UAH—fell significantly short of the project-
ed deficit.

At the same time, the main tax burden falls on
the payroll funds of the legal economy. Given
the ongoing decline in formal employment and
the significant share of workers in the public sec-
tor, these measures could lead to higher budget
expenditures or an outflow of personnel from
the public sector due to declining wages. Conse-
quently, increasing taxes may actually expand the
shadow economy, undermining efforts to bring it
under legal oversight.

It is important to note that raising certain tax-
es will have the greatest impact on workers with
middle and lower incomes, while high-income
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earners will feel a smaller effect. This could reduce
the purchasing power of the majority of the popu-
lation, which in turn would negatively impact eco-
nomic growth.

3. RISING DEBT AND INVESTMENT CHALLENGES

The rapid increase in Ukraine’s debt obligations,
coupled with a significant budget deficit, has
made external borrowing both more difficult and
more expensive.

UKRAINE'S NATIONAL DEBT (IN MILLION USD)

that would inspire confidence among investors
and the general population. Throughout its inde-
pendence, Ukraine has failed to establish trans-
parent stock, bond, and financial instrument mar-
kets. Only with the outbreak of war have citizens
been given the opportunity to invest their savings
in government securities, while corporate bonds
and private financial instruments remain practi-
cally inaccessible.

Year Total Debt % Change External Debt Domestic Debt
from Previous Year
2009 39 685,0 26 518,7 13166,3
oL 54 289,3 36.8% 34759,6 19 529,7
2011 59 215,7 9.1% 37 474,5 21741,2
2012 64 495,3 8.9% 38658,8 25 836,4
2013 73 078,2 13.3% 37536,0 35 542,2
2014 69794,8 -4,.5% 38792,2 31002,6
2015 65 505,7 -6.1% 43 445, 4 22 060,2
2016 70970,9 8.3% 45 604,6 25366,2
2017 76 305,2 7.5% 48 989,4 27315,8
2018 78323,0 2.6% 50 462,5 27 860,5
2019 84364,5 7.7% 48 940,8 35 423,7
2020 90 255,4 7.0% 53720,8 36 534,6
2021 97 947:4 8.5% 57197,0 40 750, 4
2022 111 343,7 13.7% 71398,6 39 945,1
2023 145316,9 30.5% 101704,7 43612,2
2024 1553713 6.9% 111 061,1 44 310,2

The situation is further exacerbated by Ukraine’s
historically weak ability to attract foreign invest-
ment. A large portion of so-called “foreign invest-
ments” is, in reality, the reinvestment of capital
previously transferred abroad through offshore
companies. Notably, Ukraine’s current national
debt is three times larger than the total foreign
direct investment (FDI) received in its 33 years of

just $43.6 billion.

Ukraine’s unfavorable investment climate is not
only a result of the war but also of long-standing
systemic issues, including weak legal protections
for investors, corporate raiding, the absence of
competitive market conditions, frequent changes
in tax legislation and market rules, and a corrupt
judicial system.

The country still lacks stable institutions for at-
tracting capital through market-driven methods

Another major problem is the lack of effective
state oversight over compliance with financial
obligations and securities laws. For instance, the
attempt to introduce private pension funds col-
lapsed due to mass bankruptcies, as funds invest-
ed public savings in high-risk “junk” securities.

4. HIGH INTEREST RATES AND EXPENSIVE LOANS

Throughout its independence, the National Bank
of Ukraine has maintained a strict monetary poli-
cy, setting excessively high interest rates. This has
made lending to the real economy and consumers
prohibitively expensive.

“The Ukrainian banking system has lost one of
its most fundamental functions—providing cred-
it to the economy, which has deepened the in-
dustrial crisis”, — says Anatoliy Kinakh, head of
the Ukrainian Union of Industrialists and Entre-
preneurs.Commenting on high interest rates
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conditions, enterprises with long-term, technical-
ly complex production processes have no ability
to take out loans for even the most basic needs—
modernizing production, replenishing working
capital, and so on.”

Over the past years, the level of bank loans rela-
tive to GDP has declined from 64% to 17% by 2021.
Even fewer loans are issued to the real economy.

NBU INTEREST RATES AND CHANGES IN GDP
AND INDUSTRIAL PRODUCTION INDEX
(% YEAR-ON-YEAR)

vear  "gu" ReACHD pndstrial
InterestRate  Decline Index
1992 80% -9,7 -
1993 240% -14,2 -
1994 300% -22,9 -
1995 204% -12,2 -
1996 105% -10 -
1997 35% -3 -
1998 82% -1,9 -
1999 57% -0,2 -
2000 35% 5,9 -
2001 25% 9,2 -
2002 11,50% 5,2 -
2003 7% 9,5 -
2004 9% 12,1 -
2005 9,50% 3 3,1
2006 9,50% 7.4 6,2
2007 8% 7,6 7,1
2008 12% 2,3 -5
2009 11% -14,8 -20,6
2010 10,25% 3,8 12
2011 7,75% 5,5 8
2012 7,75% 0,2 -0,5
2013 7,50% o -4,3
2014 14% -6,6 -11,1
2015 30% -9,8 -12,3
2016 22% 2,2 4
2017 14% 2,5 1,1
2018 18% 3,4 3
2019 18% 3,2 -0,5
2020 11% -4 -4,5
2021 9% 3,4 1,9
2022 25% -29,1 -36,7
2023 25% 5,3 6,8
2024 15% 4 -

At the beginning of 2020, the Ukrainian govern-
ment launched a preferential business loan pro-
gram with interest rates of 5-7-9%, which was
significantly lower than commercial lending rates.
However, within a year, several large internation-
al banks opposed the program, arguing that its
conditions distorted competition in the banking
sector.

gram amounted to 277 billion UAH ($7 billion) over
its entire duration. However, the share of over-
due or unpaid loans had reached 127 billion UAH.
In comparison, during the same period, commer-
cial banks invested 867 billion UAH ($21 billion) in
domestic government bonds at rates of up to 20%
per year.

As a result, most banking capital has been chan-
neled into safe and profitable government bonds
rather than into the real economy.

5. LOW PURCHASING POWER OF THE POPULATION

The low purchasing power of the majority of the
population, combined with mass migration out of
Ukraine, severely limits the development of the
domestic consumer market.

According to the World Bank, the number of
Ukrainians living below the poverty line has in-
creased to g million due to the war—this repre-
sents one-third of the country’s remaining popu-
UN, which estimates that over 60% of Ukraine’s
population lives in poverty.

Recent studies show that 54% of Ukrainians’ in-
come is spent on food. Among the elderly, 77%
report having to cut back on food expenses,
purchasing cheaper products. About 20% of re-
spondents admitted to experiencing hunger from
time to time.

Spending on essential needs—food, utilities, and
clothing—accounts for 80% of household income.
The vast majority of the population lacks resourc-
es to purchase housing, vehicles, or make long-
term savings.

The poorest demographic in Ukraine is pensioners,
who make up about 10 million people. The average
pension today is around $150 per month. Nearly
half of all pensioners live on less than $3 per day.

Household incomes in Ukraine are highly uneven-
ly distributed. The wealthiest 10% of households
receive incomes five times higher than the poor-
est 10%, and this inequality continues to grow.
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6. RAW MATERIAL-ORIENTED INDUSTRY
AND AGRICULTURE

The share of industry in Ukraine’s GDP has de-
clined nearly threefold since independence—from
48% to 18%—and continues to decrease. Signifi-
cant structural changes have also occurred within
the industrial sector itself, as it has increasingly
shifted towards raw material exports. According
2022, two-thirds of Ukrainian exports consisted
of raw materials and semi-finished products, with
about half being pure raw materials.

The hopes forindustrial privatization in the 1990s did
not materialize as expected. Although agreements
with new owners often included commitments to
invest, modernize production, and introduce inno-
vative technologies, most of these plans remained
unrealized due to the overall economic crisis.

Despite the creation of special economic zones,
tax incentives, and other industrial stimulus
measures, Ukraine failed to attract large-scale in-
vestments to build modern industrial plants. Even
in cases where foreign investors became owners
or co-owners of industrial enterprises, they typi-
cally focused on exploiting or slightly moderniz-
ing existing facilities rather than investing in new
high-tech production. The majority of industrial
enterprises, built during the Soviet era, remain
technologically obsolete.

Although in recent years Ukraine has made efforts
to reduce energy consumption in production, its
industry remains highly energy-intensive and
technologically outdated compared to neigh-
boring countries. For example, Ukraine’s energy
consumption per unit of GDP is twice as high as
that of Poland. In the context of limited electricity
generation, this significantly hinders the rapid ex-
pansion of industrial production.

In 2024, nearly one-third of light industry enterpris-
es were forced to halt operations due to electrici-
ty shortages and a decline in foreign orders. In the
chemical industry, only 50% of registered enter-
prises remain operational, with no more than 15%
functioning at full capacity.

Overall, as a result of the war, more than 400 large
and medium-sized industrial enterprises have
been damaged or destroyed, including major
metallurgical plants such as Azovstal, llyich Iron
and Steel Works, and Avdiivka Coke Plant.

Experts have observed structural distortions in
Ukraine’s agricultural sector. Large agroholdings
focus primarily on cash crops such as grain and oil-
seeds, which provide quick profits. For example,
the area planted with sunflower has quadrupled
over the past three decades, reaching 6.6 million

hectares by 2021. In 2023, 60% of Ukraine’s total
18.2 million hectares of cultivated land were used
for corn, sunflower, soybeans, and rapeseed.

Ukraine’s agriculture is becoming increasingly
export-oriented, while domestic processing and
value-added production remain underdevel-
oped. Unemployment and informal employment
in rural areas remain high, and food prices con-
tinue torise.

Additionally, large agroholdings control approx-
imately 60% of Ukraine’s arable land. Land con-
centration is increasing, and as of early 2024, the
10 largest agroholdings control more land than
all officially registered private farms in Ukraine
combined.

It is notable that among these top ten agrohold-
ings, only three have Ukrainian founders, while
the others are owned by companies from Luxem-
bourg, Cyprus, the United States, the United King-
dom, and Saudi Arabia.

Similarly, foreign companies dominate Ukraine’s
grain exports. Among the top 10 grain exportersin
the 2022/2023 marketing year, only Nibulon, with
a 5% market share, was originally Ukrainian. Two
other companies, UkrLandFarming and Kernel,
although owned by Ukrainian businessmen Oleg
Bakhmatyuk and Andriy Verevskyi, are formally
registered in Cyprus and Luxembourg, respective-
ly. Registering large agroholdings in offshore ju-
risdictions has become common practice, both to
protect investments and minimize taxes. Notably,
Kernel is the largest exporter of Ukrainian grain,
with an 8% market share.

The second-largest grain exporter is Louis Drey-
fus, a French company with a 7% market share.
Three American corporations—Cargill, Archer
Daniels Midland, and AgriProsperis (AP Group)—
together account for 14% of grain exports.

The Chinese company Cofco International holds
3% of Ukraine’s grain export market, the same
share as the Swiss company Viterra. At the same
time, China became Ukraine’s largest agricultural
export market in the 2022/2023 season, purchas-
ing $2.2 billion worth of products, a 17% increase
from the previous year.

A vast portion of Ukraine's grain exports is shipped
to Romania, Turkey, Spain, Poland, the Nether-
lands, Egypt, and Italy. European countries, in-
cluding EU member states, accounted for 58.7%
of Ukraine’s agricultural exports (valued at $12.3
billion), while Asia accounted for 32.5% ($6.9 bil-
lion), including exports to China. Only 7.6% ($1.6
billion) of Ukraine’s grain exports went to African
countries.
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According to a study by the Institute of Geog-
raphy of the National Academy of Sciences of
Ukraine, approximately 40% of Ukraine’s agri-
cultural land is at risk of losing its fertility due to
intensive cultivation of high-exhaustion crops.

STRATEGIC ECONOMICPOSITION
OF UKRAINE

MINERAL RESOURCES

deposits are valued at $14.8 trillion, with 62% con-
sisting of coal reserves and another 14% being iron
ore. Ukraine also possesses significant uranium
and lithium reserves, which are becoming particu-
larly valuable amid the global energy transition.

However, a large portion of these deposits is con-
centrated in three regions: Donetsk, Luhansk, and
Dnipropetrovsk, two of which are fully or nearly
fully occupied by Russian forces. The mineral re-
serves in Luhansk Oblast are valued at $3.2 tril-
lion, while those in Donetsk Oblast amount to
$3.8 trillion. When combined with other occupied
territories, the total value of mineral deposits cur-
rently under Russian control is approximately $7.8
trillion, or over 50% of Ukraine’s total reserves.

Additionally, Ukraine’s lithium reserves, which po-
tentially account for up to 10% of global lithium
deposits, are found in mineral ores that, according
mercial extraction. Two of the four known lithium
deposits are also located in occupied territories.

Likewise, most of Ukraine’s anthracite (A-grade)
and coking coal reserves are now under Russian
control. The last operational coking coal mines
are located in Pokrovsk, Donetsk Oblast, where
active combat continues. As a result, Ukraine’s
metallurgical industry will soon have to rely en-
tirely on imported coke or coking coal.

AGRICULTURAL LAND AND CLIMATE CHANGE

Despite having the world’s largest reserves of fer-
tile black soil and being considered the “bread-
basket of Europe,” Ukraine’s agriculture faces
growing risks from climate change and intensive
soil exploitation for cash crops.

Meteorological data indicates that summer
droughts and heat waves have increased by 20—
30% in recent decades, while precipitation, espe-
cially in summer, has decreased by nearly 10%.
As a result, optimal conditions for crop cultiva-
tion are shifting northward, making agriculture
in southern Ukraine increasingly vulnerable, with

yields of some crops declining significantly.

for Strategic Studies, these trends are expected to
lead to:

* reduced agricultural productivity,
e accelerated soil degradation and fertility loss,
e ashiftin the structure of crop production,

e the spread of plant diseases and pests due to
milder winters.

Moreover, 18% of Ukraine’s farmland is currently
under Russian occupation, while another 6% is out
of use due to combat operations and landmine
contamination. This significantly limits Ukraine’s
agricultural potential.

The destruction of the Kakhovka Hydroelectric
Power Plant dam and the subsequent loss of the
Kakhovka Reservoir have further constrained wa-
ter access in the Kherson, Zaporizhzhia, and Dni-
propetrovsk regions, impacting agricultural pro-
duction in southern Ukraine.

INDUSTRIAL POTENTIAL

Even before the full-scale war, Ukraine’s industri-
al infrastructure was severely outdated, with over
60% of industrial assets deteriorated. In some
sectors, this figure was even higher:

*  processing industry—over 77%,

e thermal power generation—over 80%,
* metallurgy—over 70%,

e water treatment—over 85%.

A large portion of Ukraine’s industrial capaci-
ty is technologically outdated, lagging behind
global competitors except for the defense sec-
tor, which has seen technological advancements
during the war.

Ukraine’s industrial crisis deepened following the
full-scale Russian invasion, which led to the occu-
pation of key industrial regions—notably Donetsk
and Luhansk Oblasts. According to UN estimates,
the war has caused:

* a21%decline in gross value added,
* a29% reduction in industrial jobs.

The hardest-hit sectors include: metallurgy, ener-
gy and transport infrastructure.

Ukraine has lost access to all of its Azov Sea ports,
along with maritime trade hubs in Kherson and
Mykolaiv. Shipping via the Dnipro River has also
ceased. The remaining Black Sea ports (Odesa,
Chornomorsk) remain under constant Russian
attacks, disrupting logistics, increasing shipping
costs, and raising insurance premiums.

19


https://forbes.ua/money/viyna-za-resursi-forbes-otsiniv-vartist-vsikh-korisnikh-kopalin-ukraini-25042023-13255
https://zn.ua/ukr/business/ukrajinskij-litij-jaki-perspektivi.html
https://agroelita.info/klimat-i-silske-hospodarstvo-zminy-scho-zmushuyut-diyaty/
https://niss.gov.ua/doslidzhennya/ekonomika/osoblyvosti-funktsionuvannya-silskoho-hospodarstva-v-umovakh-klimatychnykh

ROSA LUXENMIBURG STIFTUNG B YKPATHI

Labor shortages also pose a growing problem.
Mass migration, mobilization, and demograph-
ic decline are contributing to a severe workforce
Ukrainians who fled abroad plan to return after
the war, while nearly 50% either intend to stay in
the EU or remain undecided.

Estimates from Ukrainian and international organ-
tional 4.5“{6 8.6 million workers for reconstruction,
particularly in: construction, transport, industry,
agriculture. The government is considering re-
cruiting foreign labor to address these shortages.

ENERGY DEFICIT

Ukraine’s energy sector has suffered massive de-
struction:

*  80% of thermal power generation has been
destroyed or severely damaged,

° major hydropower plants have been crippled,

* asignificant portion of solar and wind energy
facilities has been lost.

Current electricity generation capacity is near-
ly four times lower than pre-war levels. Nuclear
power now accounts for 70% of electricity produc-
tion, while flexible generation capacity remains
critically low.

Most of Ukraine’s thermal power plants, local
CHP plants, and electrical grids have experienced
significant wear and tear, causing major energy
losses. If the economy recovers, especially in en-
ergy-intensive industries, electricity shortages
may worsen, limiting Ukraine’s ability to restore
industrial production.

Additionally, Ukraine’s energy intensity remains
twice as high as in the EU, making its economy
less competitive.

Loss OF TRADITIONAL MARKETS

After the collapse of the Soviet Union, Ukraine’s
main trading partners were Russia and CIS coun-
tries, which accounted for: 37% of exports and
50% of imports. Ukraine primarily exported fin-
ished industrial products with high added value to
these markets while importing energy resources,
raw materials, and consumer goods.

Following Russia’s annexation of Crimea and the
war in Donbas, Ukraine drastically cut trade with
Russia, eventually halting it completely. This se-
verely impacted Ukraine's industrial exports.

Meanwhile, exports to the EU increased from 36%
to over 63% of total trade. However, most Ukrain-
ian exports to the EU consist of raw materials and
agricultural products with low added value.

For example, in 2004, machinery exports made up
7.5% of Ukraine’s total exports, with most being
electrical and energy equipment. Today, high-val-
ue-added exports remain extremely low, fluctuat-
ing between 0.1% and 0.2% of total exports.

EXPERT ASSESSMENTS OF UKRAINE’'S
ECONOMIC RECOVERY PATHS

Bruce Stokes, an analyst at the German Marshall
full access to EU markets are the key challenges for
Ukraine. He cites a USAID survey, which found that
60% of American companies link their investment
plans in Ukraine to the willingness of European
governments to integrate the country into the EU’s
single market. According to Stokes, boosting ex-
ports—currently on a downward trend since 2015—
will drive economic recovery, as export revenues
will fuel domestic spending and investment.

Heather A. Conley, a German Marshall Fund ex-
integration into EU markets. She warns that if the
EU imposes protectionist barriers on this integra-
tion, it could undermine Ukraine’s entire industri-
al recovery policy. Conley argues that Ukraine’s
industrial revival should not solely rely on building
new factories but also on creating new markets
and reorienting its economy towards EU and US
consumers.

The World Bank, which is a key partnerin Ukraine’s
reconstruction, insists that the country must con-
tinue reducing the role of the state in the econ-
omy, pointing to the unprofitability of most of
Ukraine’s 3,500 state-owned enterprises.

Anna Bjerde, the World Bank’s Vice President for
must strengthen the rule of law and combat cor-
ruption. She also sees the opening of the agricul-
tural land market as the country’s largest poten-
tial driver of economic growth and employment.

that Ukraine will need sustained high economic
growth over a long period. They emphasize that
the state sector will play a critical role, while im-
proved governance will attract donor financing.
However, the IMF stresses that a significant por-
tion of investment must come from private sourc-
es, primarily foreign investors.

The debate over the role of the public sector in
Ukraine’s economic recovery suggests that key
donors have not yet finalized a concrete plan for
the country’s post-war development.

The Ukrainian Union of Industrialists and Entre-

one that is industrial-innovation-oriented, focused
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on preserving and developing human capital,
and enhancing government efficiency and social
dialogue.

en global uncertainties, Ukraine’s recovery must
be guided by a consensus-driven strategy that
creates real opportunities for economic rebirth,
rather than just rebuilding the past. He warns
that blind integration into the EU may relegate
Ukraine to a peripheral role in the international
division of labor. To avoid this, he argues, Ukraine
must ensure accelerated economic growth.

Heyets also stresses the importance of restoring
domestic consumption, which has shrunk dras-
tically since 1990. A significant portion of the
population remains in survival mode, unable to
accumulate wealth or expand consumption. He
estimates that even with an annual GDP growth
rate of 4—5%, restoring consumption levels could
take 5 to 10 years.

Ukrainian trade unions insist that post-war recon-
struction must be based on social and economic
justice. They warn the government against deep-
ening anti-social policies or positioning Ukraine
as a country with cheap labor. Together with in-
ternational labor organizations, Ukrainian unions
are developing measures to protect workers from
hazardous conditions, weakening labor rights, and
other negative effects that may arise from an in-
flux of foreign investors and migrant workers from
lower-standard economies.

Olena Salikhova, Doctor of Economic Sciences
and a leading researcher at the Institute of Eco-
nomics and Forecasting of the National Academy
of Sciences of Ukraine, warns of the risks associ-
ated with uncontrolled foreign investment. She
argues that foreign capital inflows can slow the
development of domestic businesses, impact na-
tional economic performance, and lead to deeper
problems—such as the denationalization of as-
sets, the loss of technological competencies, in-
creased external dependence, and threats to na-
tional economic sovereignty.

In her assessment, “The speed of Ukraine’s post-
war economic recovery will depend not on the
scale of foreign capital inflows but primarily on
the government’s ability to improve the economic
system, particularly by leveraging and accumulat-
ing domestic potential. The key question is wheth-
er foreign direct investment (FDI) will modernize
the economy and drive structural shifts toward
high-value industries, or whether it will reinforce
deindustrialization, foreign asset control, and
mass unemployment. The answer will depend on
how well the Ukrainian government integrates FD/
into national development plans and whether the

country’s absorption capacity is sufficient to utilize
these investments effectively.”

In 2022, the Ukrainian government developed
$750 billion in investments over a 10-year period.
This plan was presented to international donors
and investors at the Lugano Conference, but many
details were not publicly disclosed in Ukraine.

The plan was originally designed for a swift end to
the war, but as the conflict dragged on into a pro-
longed war of attrition, many of its provisions lost
relevance. The Ukrainian expert community re-
ceived the plan with considerable skepticism.

Later, the government and various ministries de-
veloped additional recovery programs and eco-
nomic reform strategies, focusing on macroeco-
nomic stability and rapid reconstruction. However,
the main obstacle to implementing these policies is
uncertainty regarding available financial resources
and the continuation of hostilities.

As a result, most government initiatives have
been regulatory (focused on legislative and pro-
cedural changes) rather than direct investments
in the real economy.
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RECOMMENDATIONS

Ukraine’s integration into the European Union will
require deep structural transformations, creation
of new markets and industries, a revision of so-
cio-economic policies, an increase in government
efficiency, and tighter enforcement of laws and
regulations.

The government’s proposed reforms and post-
war recovery plans continue to follow the same
radical neoliberal policies that, after nearly three
decades, have failed to restore the economy to
even the levels of the Soviet period. Ukraine’s
social and economic policies have collapsed, and
poverty levels have reached historic highs.

The complexity of economic transformation is
further exacerbated by the need for simultane-
ous reforms across multiple sectors. Therefore,
Ukraine must urgently develop alternative reform
strategies that account for the country’s vulner-
ability in global markets and within the EU inte-
gration process. These reforms must also consid-
er realistic domestic resources, including existing
production assets, material wealth, and available
financial resources.

1. Revitalize lending to the real sector of the
economy, particularly in industry and ag-
riculture. Stimulate, through state-sup-
ported programs, mass production of
consumer goods (household appliances,
electronics, home products, furniture,
clothing, etc.) and the development of pro-
cessing industries. Light industry must be
restored and oriented toward the domes-
tic market. This will increase value-added
production, improve employment levels,
encourage cooperation between small and
medium-sized businesses, and significant-
ly reduce the trade deficit by limiting the
need for consumer goods and appliance
imports.

2. Implement land reform in agriculture with
the goal of fostering the widespread de-
velopment of small (family-owned) and
medium-sized farms. This will transition
the agricultural sector from a raw-mate-
rial-based production model toward the
production of final consumer agricultural
products, which will stimulate the devel-
opment of rural socio-economic infra-
structure. Measures should include ac-
cess to affordable credit for purchasing
agricultural machinery, support for small
and family-owned farms, working capi-
tal financing, the creation of transparent
markets for selling finished products, and
the adoption of modern environmentally

friendly agricultural technologies. Exist-
ing state land resources should be direct-
ed primarily toward achieving these goals.

Given that Ukraine’s economy is several
orders of magnitude smaller than that of
the EU or the investment capabilities of
individual multinational corporations, it
is necessary to develop detailed and bal-
anced plans for attracting foreign direct
investment (FDI) to prevent macroeco-
nomic destabilization. Investments must
be attracted in alignment with recom-
mendations from leading Ukrainian scien-
tists and industrialists.

These plans must also account for
Ukraine’s current trade deficit, where im-
ports already exceed exports by a factor
of two. Foreign investment inflows could
exacerbate this imbalance, posing long-
term risks to the country’s currency and
financial stability.

Industrial, energy, and transport sector
policies should focus on adopting innova-
tive technologies, reducing energy con-
sumption and losses, and transitioning to
a “green economy”. Special mechanisms
and reserves must be created to purchase
the necessary industrial licenses and tech-
nologies, backed by state guarantees or
targeted investment programs.

Develop transparent, well-requlated fi-
nancial markets to facilitate domestic in-
vestment in the Ukrainian economy. This
should include market-based mechanisms
and institutions that allow the population
to invest in various savings and invest-
ment instruments, backed by state guar-
antees for oversight and insurance.

The development of state-backed invest-
ment programs in key industries should
not be seen as a return to Soviet-style
“planned economy” models. Instead, it
should be viewed as a necessary stabili-
zation measure aimed at achieving stra-
tegically defined economic outcomes.
Such initiatives should focus on industries
with high value-added production costs
and significant capital investment needs,
including the space industry, aviation,
shipbuilding, automotive manufacturing,
machinery and electronics production, as
well as research institutions.

Economic reforms must include clear strat-
egies and policies to increase wages and
overall prosperity to prevent mass labor
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migration after the war. This scenario is
highly likely if appropriate measures are
not taken. Ukraine’s existing neoliberal
economic policies, which emphasize con-
tinuous cuts to social programs, must be
decisively abandoned once and for all.
Pension support must be brought in line
with international commitments, which,
alongside rising wages, will improve over-
all purchasing power and drive consumer
demand for domestically produced goods.

Given the consequences of the war, the
general deterioration of Ukraine’s housing
stock, and the aging infrastructure that
supports it, a targeted state program must
be implemented for the construction of
modern, affordable social housing for cit-
izens who lack the resources to purchase
property on the free market. At the same
time, the government should create con-
ditions for accessible mortgage lending
to allow employed individuals to finance
the construction or purchase of improved
housing options. The cost of such mort-
gage loans should not exceed interest
rates in EU countries and must be backed
by state guarantees.

10. Economic reforms must include concrete

anti-corruption measures and strategies
to reduce the shadow economy, which
has been undermining the state’s eco-
nomic capacity for years. The government
must strengthen fiscal oversight, includ-
ing enhanced tax collection and customs
revenue control mechanisms. At the same
time, tax policy must be restructured to
restore social fairness. Ukraine must ur-
gently reinstate a progressive tax system
and abolish taxes for the lowest-income
groups. Taxation policies for sole propri-
etors must also be revised. The minimum
tax burden on sole proprietors must be at
least equal to that of salaried employees,
with preferential rates applied only where
justified by the specifics of individual busi-
ness activities. A useful model for refer-
ence could be the taxation system for sole
proprietors in EU countries or the United
Kingdom.
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SERHII HUZ

UKRAINE'S ENERGY SECTOR
IN THE CONTEXT OF EUROPEAN INTEGRATION

Ukraine now faces a critical stage of securing stable energy supplies for its own needs. This includes
both the upcoming winter heating season and the potential energy supply for industries during the
recovery period. Although the main problem in the energy sector is caused by targeted Russian armed
forces’ attacks, long-term unresolved imbalances in the energy market dating back to the pre-war pe-
riod are also taking their toll. According to the estimates of the authorities, the post-war recovery of
Ukraine’s energy sector will require at least USD 17 billion in investments.

CURRENT SITUATION
AND PROBLEM DEFINITION

It is one of the key challenges for Ukraine’s energy
industry to ensure stable generation and supply
of electrical and thermal energy in the context
of military aggression by the Russian Federation.
In 2024 alone, the country’s power system suf-
fered more than 10 large-scale air attacks that
caused significant damage to generating and
transmission facilities. Apart from that, Russian
troops conduct localised attacks on particular
energy facilities almost every day, which in turn
further undermines the resilience of the power
system.

Officially, as of mid-summer, Russia had de-
stroyed or disabled about 9 GW of generation ca-
pacity or half of what Ukraine had in the winter of
2023/2024. A significant part of these capacities is
accounted for by peaking power plants, including
thermal and hydroelectric power plants.

The martial law makes it difficult to assess the
extent of damage done and the possibilities for
restoring generation: more than 70% of informa-
tion concerning conditions in the energy sector is
classified. Therefore, it is only possible to analyze
the impact of this destruction and estimate the
needs and prospects of the energy sector based
on publicly available information and the analysis
of previous periods.

For instance, the analysis of Ukraine's ener-
gy needs in the pre-war years (2020/2021 and
2021/2022) shows that in winter, peak daily elec-
tricity demand ranges from around 14—22 GWh,
given the relatively warm winters recorded in
Ukraine in recent years. Even the minimum dai-
ly value of these needs significantly exceeds the
generating capacities that remain in operation or
are planned to be restored (up to 14-15 GWh in to-
tal at the beginning of the heating season).

Although most of the available power generation
capacities (about 7.8 GW) are from nuclear power
plants, which have not yet been directly attacked,
problems arise from the destruction of transmission
facilities, which became apparent this summer. Due
to this, some nuclear units had to be disconnected
from the grid or put into emergency mode. Conse-
quently, even nuclear power can no longer be con-
sidered a reliable supplier of electricity.

In addition, Ukraine has lost about 20% of its so-
lar power generation capacity and almost 80%
of its wind power generation capacity, either
destroyed or located in the occupied territories.
Before the war, these energy sectors were con-
sidered the most technologically advanced and
were growing rapidly.

At the same time, thermal energy sector was even
before the war characterized by significant equip-
ment deterioration, as most TPPs and CHPs were
built between 1940 and 1970. The occupation and
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destruction of large TPPs and the damage and
disabling of large hydroelectric power plants on
the Dnipro river exacerbated the shortage of the
peaking power plant geneartion, which was esti-
mated at 4 GWh during the pre-war period.

While the government’s emergency measures are
expected to result in the construction and com-
missioning of up to 1 GW of new power genera-
tion by the end of 2024, these plans may not be
achievable due to delays in equipment supply, as
well as problems with finding safe areas and with
construction timelines.

As a result, Ukraine almost certainly will enter the
next winter season with a significant shortage
of electricity generating capacities (at least 20%
under the optimistic scenario), including peaking
power plant generation. Accordingly, that would
make power outages with a drop in average dai-
ly temperatures a common practice, even with
no future attacks on energy facilities by Russia.
Moreover, this will limit industrial capabilities,
particularly in the defense industry, and increase
energy poverty among the Ukrainian population.
In case of a sharp drop in winter temperatures,
citizens, who mostly live in apartment buildings,
may find themselves on the brink of survival.

Energy problems will be further exacerbated if
access to anthracite coal mines (A-grade coal) in
Donbas is completely lost due to the Russian mil-
itary offensive on Pokrovsk and those other cities
in the region that still remain under Ukrainian con-
trol. It is this coal that is supplied to most Ukraini-
anTPPs and CHPs. In addition, Ukraine is expected
to stop transit of Russian gas on January 1, 2025,
which could create problems for the entire gas
transportation system and make it a potential tar-
get for Russian attacks.

The government believes that Ukraine will be able
to survive the winter by relying on its own gas
production. However, there are serious concerns
about the country’s ability to build up the neces-
sary gas reserves and use them effectively dur-
ing the winter, as gas storage facilities in western
Ukraine have been repeatedly targeted by Rus-
sian attacks since 2024.

Due to the destruction of its own refining capaci-
ty, Ukraine is also dependent on imports of petro-
leum products such as gasoline and diesel. These
imports are dependent on Russian oil shipments
via the Druzhba pipeline to Eastern European
countries.

Therefore, the Ukrainian government along with
the energy industry need not only additional pro-
tection from Russian air attacks on energy facil-
ities, but they also need to promptly adjust their

strategy for maintaining and restoring the indus-
try in the face of war, as well as to find reserves for
energy efficiency. For example, the government is
actively supporting the introduction of ultra-small
solar power plants by household consumers, en-
couraging local communities and large industrial
enterprises to install gas-piston and gas-turbine
power plants. However, this may be only a partial
solution.

At the same time, Ukraine still has twice the en-
ergy consumption per unit of output compared to
its neighbors such as Germany or Poland. Poland’s
experience shows that the country can effectively
introduce new energy-saving technologies in the
industrial sector, the public sector, and in resi-
dential consumption. Therefore, Ukraine has sig-
nificant reserves to improve the situation in the
energy sector, even with its existing generating
capacity.

The transition to the new energy efficient tech-
nologies in all sectors of the economy will not
only allow Ukraine to cover its current electricity
and heat needs, but will also become the basis for
building a new energy industry in accordance with
the country’s commitments to the EU and to oth-
er climate agreements.

KEY PROBLEMS OF THE ENERGY
INDUSTRY DURING THE PRE-WAR PERIOD

The condition of Ukraine’s energy sector, accord-
ing to the Energy Security Strategy 2021, reflects
deep structural problems, including market mo-
nopolization and dependence on external energy
suppliers. The administrative influence of busi-
ness groups that retained control over market
participants and state-owned enterprises led to
a significant concentration of capital in the hands
of individuals while reducing competition. This
slowed down the development of the energy sec-
tor and created obstacles to the efficient opera-
tion of enterprises.

Ukraine’s energy infrastructure is characterized
by high losses during energy conversion (up to
42%) and transportation (up to 12%), which nega-
tively affects the overall efficiency of the system.
The country’s generating capacity, including ther-
mal power plants (TPPs) and combined heat and
power plants (CHPs), is outdated: most units have
reached the end of their service life and need to
be decommissioned, reconstructed or replaced.
Nuclear power plants (NPPs) also need to be
gradually decommissioned due to the end of their
service life. The situation with the deterioration
of power grids is critical with more than 50% of
the infrastructure in need of replacement, and in
some companies this figure exceeds 70%.
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UKRAINE'S ECONOMY PROVIDED WITH ITS OWN RESOURCES
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The unreliability of energy supply, including the
emergency condition of 40% of heating points,
increases the vulnerability of the energy sys-
tem. Ukraine remains highly dependent on en-
ergy imports: 85% of petroleum products came
from abroad, with over 80% coming from Russia
and Belarus. Despite efforts to convert thermal
power plants to use gas-coal, Ukraine continued
to import anthracite coal, mostly from Russia.
A significant share of nuclear fuel for nuclear
power plants was also supplied from Russia, ac-
counting for more than 50% of the country’s to-
tal needs.

In addition, the country was dependent on elec-
tricity imports from Belarus and Russia, which
exceeded 1 GW during peak periods, reducing
domestic production.

The sharp increase in electricity generation from
renewable sources, in particular solar and wind,
occurred without the necessary compensating
measures to increase the flexibility of the inte-
grated power system. Due to high dependence
of such sources on weather conditions and low
mobility, it was difficult to forecast supply and
demand in the electricity market. This created
problems with balancing the system and forced
operators to impose restrictions on market par-
ticipants. This was compounded by the financial
pressure associated with payments under the
“green tariff” for electricity, generated from re-
newable power sources.
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Data: Statistics Service of Ukraine

UKRAINE’S ENERGY RESOURCES

Ukraine inherited a powerful energy sector from
the USSR along with significant reserves of its
own resources. At the beginning of its independ-
ence in 1991, according to the State Statistics
Committee, Ukraine produced 73.8 million tons
of oil equivalent (oe) of coal and peat, about 5
million tons of oil, and 18.9 million tons of oe of
natural gas.

Ukraine has more than 320 fields with oil, gas and
coal deposits. The country ranks first in Europe
in terms of geological coal reserves: its proven
reserves amount to about 34 billion tons of fuel
equivalent, and its forecasted reserves are up to
120 billion tons. Most of these resources are con-
centrated in the east of the country.

Geological reserves of gas are estimated at 1.3
trillion cubic meters, while annual consumption is
about 20 billion cubic meters. The main deposits
are located in the east and west of Ukraine.

Ukraine also has the largest resources and proven
reserves of uranium in Europe that are concen-
trated in the central part of the country. It is esti-
mated that they will last for more than 100 years
to meet the needs of the national nuclear power
industry.

A significant drawback of the ‘Soviet legacy’ in
the energy industry includes outdated technolo-
gies, worn-out equipment, and significant losses
inthe production and transportation of electricity,
heat, and gas. The high cost of energy resources
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combined with the low purchasing power of the
population led to a constant need for budget sub-
sidies. After the Chornobyl accident in 1986, the
development of the nuclear industry and the con-
struction of new nuclear power units in Ukraine
were suspended for almost a decade.

In addition, Ukraine experienced a catastrophic
decline in industrial production in the first half of
the 1990s, which led to a sharp decline in electric-
ity production and consumption.

According to the State Statistics Service of
Ukraine, primary energy production in 1991-1996

PRODUCTION

crude oil

1990 1995 2000

Data: Statistics Service of Ukraine

coal and peat

2005

decreased from 118.6 million tons of oil equiva-
lent to 73.7 million tons of oil equivalent, that is,
by 38%. At the same time, electricity production
decreased by 35%, from 278.7 TWh to 183 TWh.
Industrial electricity consumption decreased the
most: from 136.6 TWh to 65.8 TWh, or by 52%. For
comparison, over the same period, the country’s
GDP in US dollars decreased by 43%.

Afterwards, due to the shock of hyperinflation,
high cost credits, limited government budgetary
capacity, and declining demand for electricity in
the industrial sector, the Ukrainian state did not
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ELECTRICITY CONSUMPTION BY SECTOR

1990 1995 2000

have enough resources to invest in large-scale re-
structuring and rehabilitation of the energy sec-
tor. The only exceptions were some state projects,
such as the completion of Unit 6 at Zaporizhzhia
NPP (commissioned in 1996) and the completion
of one unit at both Rivne and Khmelnytskyi NPPs
(commissioned in 2004). All three new units had
a capacity of 1,000 MW each and were in fact
compensating for the Chornobyl NPP that was
decommissioned in 2000.

To attract investment in the energy sector, in
the late 1990s the government began to par-
tially privatize certain sectors of the industry,
such as thermal power plants, electricity and gas
networks, and the oil refining and gas sectors.
Private companies were established to produce
gas, oil, and coal. At the same time, the state re-

ENERGY INTENSITY

8 KWH

7 KWH
6 KWH
5 KWH
4 KWH
3 KWH
2 KWH
1 KWH

o KWH

1985 1990 2000

1995

2005

other

transport
industry
consumption by the energy sector

2010 2015 2020

tained full control over nuclear and hydropower,
trunk power grids, and the Ukrainian gas trans-
mission system (GTS).

As a result of the opening of the energy market to
the private sector, a number of reforms, and the
introduction of new technologies, total primary
energy production partially increased compared to
year 1996, reaching 85.9 million tons of oil equiv-
alent, that is by 16.5%. At the same time, coal, oil,
and gas production continued to decline, albeit at
a slower pace. For example, by 2014, coal produc-
tion had decreased by 45% compared to 1991, oil
production by 32%, and gas production by 16%.

Ukraine has managed to reduce its energy con-
sumption per unit of GDP by three times due to the
introduction of the latest technologies in industry
and energy efficiency programs in various sectors

Energy intensity is measured

as primary energy consumption

per unit of gross domestic product (GDP),
in kilowatt-hours per dollar.
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and differences in living costs
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of the economy, including the energy sector, as
well as in the commercial and household sectors.

After the annexation of Crimea and parts of
Donetsk and Luhansk oblasts, Ukraine continued
to experience a decline in primary energy produc-
tion. This was primarily due to restricted access
to coal deposits in eastern Ukraine, as well as to
oil on the Black Sea shelf, which is under Russian
occupation. Thus, between 2014 and 2020, the
production of primary energy decreased by 3%
and totaled 57 million tons of oil equivalent. Coal
production suffered the most, falling by 3.1 times,
while oil production dropped by 22%.

Since the beginning of Russia’s full-scale invasion
of Ukraine, these processes have accelerated sig-
nificantly, both through the occupation of new
territories and the destruction and damage to
energy facilities. Today, Ukraine is at risk of los-
ing access to most of the deposits of the highest
quality thermal coal (anthracite) and coking coal
located in the east of the country. This significant-
ly increases the risk of fuel shortages for TPPs and
CHPs, especially in the wintertime. In addition,
import difficulties caused by the shelling of logis-
tics sea routes and the limited number of ports
that are capable of receiving cargoes are compli-
cating the situation even further.

ELECTRICITY GENERATION
AND DISTRIBUTION IN UKRAINE

During the Soviet period, the main sources of
electricity generation in Ukraine were large ther-
mal and nuclear power plants, as well as hydro-
power; their total installed capacity was about 51
GW. One of the drawbacks of electricity genera-
tion during that period was the dependence on
outdated TPPs and CHPs, whose share of capac-
ity reached 80% of total generation. At the same
time, the physical deterioration of the equipment
exceeded 60%, leading to a significant reduction
in actual electricity production at these plants by
only about 49-50%. The share of electricity gener-
ated at NPPs was 25—27%.

Stable operation of the electricity sector was
ensured by the unified energy system of the
USSR, which made it possible to balance energy
consumption in different parts of the republic.
Ukraine also had distribution networks with the
countries of the former socialist bloc and was part
of the Mir-2 unified energy system, which allowed
it to export electricity to Eastern Europe. After the
collapse of the USSR, Ukraine was forced to build
its own unified energy system.

In the early 2000s, projects to introduce renew-
able energy sources such as solar and wind gen-
eration, construction of biogas plants, and small

hydropower began to develop rapidly in Ukraine.
By 2021, the total installed capacity of solar
power plants reached 6.3 GW, and wind power
plants reached 1.7 GW. The construction of bio-
fuel power plants and small hydropower plants
developed much more slowly, with their share in
total electricity production not exceeding 0.4%.

Later, the Ukrainian government acknowledged
that the rapid growth in renewable electricity
production, which more than tripled between
2019 and 2021, created a number of economic
and technical challenges. These were related to
both the lack of a sustainable financial system
for paying for the generated electricity and the
limited capacity of the United Energy System of
Ukraine to integrate renewable energy facilities.
As a result, this led to non-economic modes of
operation of the power system, in particular, to
restrictions on the electricity supply by renewa-
ble energy facilities at the command of the trans-
mission system operator, which should be fully
compensated under the “green” tariff. Therefore,
in recent years, the government has introduced
new pricing and compensation mechanisms in
the renewable energy market.

SETTED CAPACITY FOR THE END OF 2020
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According to the State Statistics Service of
Ukraine, as of the end of 2020, the total installed
electric capacity amounted to 55.12 GW. The larg-
est share was accounted for by thermal gener-
ation which accounted for 51%, nuclear gen-
eration for 25%, hydroelectric power plants for
12%, and other types (including SPPs and WPPs)
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for 12%. At the same time, the actual electrici-
ty supply was distributed differently: nuclear
power plants produced the most electricity for
52%, thermal power plants for 36%, hydropower
plants for 5%, and all other types (including solar
and wind power plants) for 7%.

SETTED CAPACITY FOR THE END OF 2020
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The imbalance in actual electricity production, es-
pecially at thermal power plants, was caused not
only by significant equipment deterioration but
also by a shortage of energy resources, such as
natural gas and thermal coal. At some TPPs, units
that used to run on natural gas were shut down.

The main challenge for the power system re-
mained the insufficient deployment of peaking
power plants capacities. According to industry ex-
perts, its deficit reached 4—5 GW in 2015.

Already existing thermal power plants (TPPs)
were designed to operate in baseload mode,
which limited their ability to respond quickly to
fluctuations in demand. Over the winter months,
when the daily load reaches 21.6 GW, which is es-
pecially high in the evening peak hours, the entire
spectrum of generating capacities is used to cov-
er consumption: nuclear, thermal, hydroelectric
power plants (HPPs) and even renewable energy
sources (RES). However, there is a lack of flexible
peaking power plants capacities to effectively bal-
ance generation.

HPPs and PHESs provide only 3 GW of regulato-
ry range if sufficient water is available, while the
need for balancing reaches 5 GW. As a result,
the grid operator is forced to use pulverized-coal
power units designed for base-load operation to
quickly switch them on and off during the day.
In some periods, the number of such operations
reaches 15 per day, which leads to higher fuel
costs, lower equipment efficiency, and an increase
in the number of emergency repairs.

At the same time, the declining demand caused
by the loss of large industrial consumers in the
temporarily occupied territories and export re-
strictions create additional challenges for the

power system. To balance demand, the operatoris
forced to reduce the load on NPPs (up to 1.5 GW),
which leads to inefficient use of nuclear units.

In August 2017, the Ukrainian government ap-
proved the Energy Strategy of Ukraine for the
period up to 2035, which provided for a gradual
reform of the energy and electricity market, re-
duction of the energy intensity of the economy,
attraction of innovations and investments in ener-
gy development, and construction of new gener-
ating capacities. However, the war made it impos-
sible to implement this plan in full.

THE IMPACT OF RUSSIAN AGGRESSION
ON UKRAINE'S ENERGY SECTOR

Since the beginning of Russia’s full-scale invasion
of Ukraine in February 2022, the country’s energy
infrastructure has become one of the main targets
of Russian attacks. This has led to extensive de-
struction, a significant reduction in energy capac-
ity, and frequent power outages, which has signif-
icantly affected the lives of millions of Ukrainians
and the country’s economic stability.

According to the UN monitoring mission in
Ukraine, before the full-scale invasion, Ukraine
produced 4.1 GW of electricity from nuclear,
thermal, and hydroelectric power plants and from
renewable sources. During the pre-war winter,
electricity consumption was about 26 GW, and
the surplus was exported.

In 2022—-2024, Russian troops systematically at-
tacked Ukraine’s energy facilities, which, accord-
ing to the International Energy Agency, resulted
in serious damage to about 50% of the country’s
generating capacity. As of May 2024, 70% of
thermal generation facilities, as well as several
large power substations, had been damaged, de-
stroyed, or occupied.

The Zaporizhzhya NPP, which produced about a
quarter of the country’s electricity before the in-
vasion, is under Russian control, resulting in the
loss of 6 GW of generating capacity.

In 2024, Russian attacks intensified. By the begin-
ning of summer, Ukraine had lost another g GW
of generating capacity, including thermal and hy-
droelectric facilities. The country is left with about
a third of its pre-war generation. 18 large thermal
power plants and more than 8oo heating plants
were destroyed, causing interruptions in the sup-
ply of heat and hot water.

On August 26, 2024, one of the largest air attacks
since the beginning of the full-scale invasion took
place: Russia used more than 100 missiles and 100
drones, striking many regions of Ukraine, primarily
energy facilities and other critical infrastructure.
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Attacks on the power grid led to an acute elec-
tricity shortage. In the summer months of 2024,
the shortfall in generating capacity amounted to
2.3 GW, even with imports from Western coun-
tries. This forced the transmission system oper-
ator Ukrenergo to introduce regular scheduled
outages in the most affected regions.

Industrial electricity consumption dropped by
50% after the invasion, and household consump-
tion decreased by 20% due to the outflow of pop-
ulation and the implementation of the energy ef-
ficiency programs.

The Kyiv School of Economics estimated in May
2024 that direct losses for the Ukrainian energy
sector amounted to $16.1 billion. As of Septem-
ber, this amount had risen to $17 billion. The larg-
est losses are associated with the destruction of
generation facilities, main power lines, and oil and
gas infrastructure. During the full-scale invasion,
Russia occupied more than 18 GW of power gen-
erating capacity, including Europe’s largest nucle-
ar power plant, the Zaporizhzhia NPP. In addition,
the Kakhovka and Dnipro hydroelectric power
plants, as well as the Zmiiv and Trypillia thermal
power plants, were completely destroyed.

Private thermal power plants, including La-
dyzhyn, Burshtyn, Dobrotvir, Kurakhiv, KryvyiRih,
and Prydniprovia TPPs, sustained critical damage
(more than 80%). About half of the high-volt-
age substations were also damaged. Russian
troops have virtually destroyed all oil refineries in
Ukraine, as well as a significant part of the infra-
structure for storing oil and oil products.

DTEK is among the largest private energy compa-
nies in Ukraine, with its own energy production,
electricity and heat generation, and distribution
networks. DTEK is associated with Ukrainian oli-
garch Rinat Akhmetov.

The company’s energy facilities are under con-
stant attack. Backin March 2024, DTEK's manage-
ment announced that about 80% of the group’s
generation and distribution facilities had been
destroyed or damaged. Three months later, it be-
came known that go% of the company’s thermal
generation was out of operation. In August 2024,
DTEK's facilities were again subjected to massive
missile and drone attacks.

However, despite the damage, the company
continues to invest in repairs and restoration of
equipment. It is not yet known what part of these
costs is covered by the state, international donors
or own investments.

In September 2024, DTEK announced its inten-
tion to invest $140 million in the construction of
electricity storage facilities with a total capacity of

200 MW. They are expected to be commissioned
no sooner than September 2025.

This example demonstrates that both public and
private energy companies are affected by the
destruction caused by hostilities and missile at-
tacks. As a result, attracting investment in the
reconstruction of the energy sector is becoming
more risky and expensive, especially for the pri-
vate sector.

POSITIONS OF RELEVANT ACTORS

STRATEGIC PERSPECTIVES OF THE ENERGY SECTOR
DEVELOPMENT

Even before the beginning of the full-scale aggres-
sion, in 2017 the Ukrainian government approved
the Energy Strategy of Ukraine for the period up
to 2035. It envisioned that Ukraine would remain
among the largest energy producers and transit
countries in Europe. By 2025, it was planned to
complete the reform of the energy market, in-
crease the security and efficiency of the energy
sector, and integrate it into the European energy
system. In addition, the strategy envisaged the
termination of old and inefficient TPPs and CHPs,
and an increase in the share of renewable energy
to 25% in the overall energy balance. The main
indicators of this strategy were based on the as-
sumptions that Ukraine’s economic growth and
industrial development would be stable.

Due to Russian aggression, large-scale destruc-
tion of energy infrastructure, and changes in en-
ergy production and consumption, in April 2023
the government approved a new Energy Strat-
egy of Ukraine for the period up to 2050, which
had to take into account the consequences of
the war. The strategy, which was developed with
the participation of experts from the UK govern-
ment, envisages a transition to full carbon neu-
trality. It is currently impossible to evaluate this
document because it has not been made public
(as it is classified). However, some statements
have become public through specialized discus-
sions in the media.

For example, it is known that the updated strat-
egy still includes plans to produce and export hy-
drogen to the EU. Such intentions were incorpo-
rated in the previous strategy and in a number of
government documents, including the National
Economic Strategy of Ukraine until 2030. How-
ever, it is important to consider that at the time
these plans were developed, the capacity of elec-
tricity generation was much higher than the do-
mestic electricity consumption needs. Therefore,
hydrogen production would have to use excess
electricity by serving as a shunting generation,
and its export would partially compensate for the

31



ROSA LUXENMBURG STIFTUNG B YKPAIHI

possible stoppage of Russian natural gas transit
through the Ukrainian gas transportation system.

The revised energy strategy also envisages a sig-
nificant increase in natural gas production by up
to 26 billion cubic meters under the optimistic
scenario, while domestic consumption is expect-
ed to decline to about 10 billion cubic meters.
According to the government’s estimates, the in-
dustry should switch to hydrogen consumption,
with its production scheduled to begin in 2032.
By 2050, its production should reach 1.5 million
tons per year. Besides, the strategy envisages the
production of biomethane reaching 10 billion cu-
bic meters per year.

In August 2024, the government approved the
National Renewable Energy Action Plan for the
period up to 2030. The document states that, de-
spite the full-scale aggression of the Russian Fed-
eration, 650 MW of renewable generation was in
operation in 2022—2023, of which about 40% were
solar power plants in private households.

The plan envisages that by 2030, the installed ca-
pacity of solar power plants will increase to 12.2
GW, with 40% of this capacity going to active con-
sumers. The capacity of wind power plants will in-
crease to 6.2 GW, which is three times more than
inthe pre-war period. At the same time, the capac-
ity of biogas generation will increase to only 0.85
GW. Overall, the share of renewables in gross final
electricity consumption is expected to reach 27%.

Furthermore, in early 2024, the government an-
nounced the construction of four new nuclear
units at Khmelnytsky NPP with a total capaci-
ty of 4 GW. According to the Minister of Energy
of Ukraine Herman Halushchenko, these units
should compensate for the loss of capacity of the
occupied Zaporizhzhia NPP.

Preliminary plans are to make an agreement and
buy equipment for two unfinished WWER-1000
reactors from Bulgaria. Two more reactors will
be built using equipment and technologies of
the American company Westinghouse. Although
development work and negotiations with the
Bulgarian side have already begun, it is not yet
known from what sources the construction will be
financed. The initiative has been heavily criticized
due to its high cost and lengthy implementation,
while the situation in the energy sector requires
quick action and urgent funding to get through
the heating season.

EMERGENCY MEASURES OF THE GOVERNMENT IN
THE ENERGY SECTOR

Along with the adoption of the revised energy
strategy, the Ukrainian government is trying to
solve the current problems of the energy system
in the context of the war with Russia. One of the
key solutions is the development of distributed
generation, which should increase the resilience
of the power grid to Russian attacks.

To develop distributed generation, the govern-
ment has made the necessary legislative chang-
es, including simplifying the procedure for con-
necting such facilities to the grid and introducing
tax relief for renewable energy producers. In July
2024, the government approved a distributed
generation development strategy for the peri-
od up to 2035 and an operational action plan for
2024—2026.

As of the beginning of 2024, the US government
had transferred 1,500 compact power plants and
91 gas-fired power plants with cogeneration units
to Ukrainian cities. In May 2024, a tender was an-
nounced for the additional purchase of 44 more
power plants with a capacity of between 5o kW
and 3.5 MW.

The European Union and some of its member
states are also providing support in the form of
equipment and funding for the restoration of the
power system. In the summer of 2024, European
Commission President Ursula von der Leyen an-
nounced the transfer of 1,000 generators and so-
lar panels for distributed generation to Ukraine. In
September, she said that EU countries had sent
more than 10,000 generators and transformers.
Additionally, equipment from one of the Lithu-
anian thermal power plants is to be transferred.
Furthermore, the EU has promised to help restore
2.5 GW of damaged generation capacity and help
increase electricity supplies to Ukraine.

Overall, in 2024, the contributions of Ukraine’s al-
lies to urgent support for Ukraine’s energy sector
are estimated at about $2 billion, of which almost
$800 million is provided by the EU. The total cost
of energy recovery already funded or pledged by
allies for the period 2022-2024 is estimated at
$4 billion.

At the same time, it remains a major challenge
to implement the necessary measures before the
start of the winter period. For example, in the
summer of 2024, President of Ukraine Volodymyr
Zelenskyy noted that it was necessary to build
new facilities to generate 1 GW of capacity by
the end of the year. However, a month before the
start of the heating season, many experts doubt
that it will be possible to launch at least 20% of
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the planned capacity. The selection of sites for dis-
tributed generation, project approval, construc-
tion, and installation of equipment are progress-
ing extremely slowly.

Moreover, it remains unresolved how vulnerable
groups of the population will be able to survive
the expected power or heating cuts. Generators,
storage batteries, and other devices for autono-
mous power supply are too expensive for most
citizens. According to the World Bank, the pover-
ty rate in Ukraine has reached 30%, and according
to the UN, more than 60% of the population has
crossed or is on the verge of poverty. The problem
of energy supply is especially acute for residents
of apartment buildings, who are completely de-
pendent on a stable supply of utilities.

Although the government has introduced prefer-
ential loans for the purchase of solar power plants
for households, their use in apartment buildings
can be problematic. This is due to a lack of availa-
ble space for installation, as well as environmental
and fire risks. According to experts, a large number
of relatively inexpensive equipment thatis current-
ly on the market does not undergo proper quality
control and certification. This creates serious risks
in case of malfunction or improper operation.

RECOMMENDATIONS

Given the damage done and the vulnerability of
the Ukrainian energy system to potential Russian
attacks in the future, the greatest threat is a pos-
sible collapse of electricity and heat supply in the
winter of 2024-2025. Such a scenario could result
in the defrosting of heat and water supply sys-
tems, making apartment buildings uninhabitable.
Risks are particularly high in cities with a popu-
lation of more than one million, regional centers
and large industrial cities with centralized heat-
ing. If such a scenario is to occur during prolonged
frosts, it could, in turn, trigger mass migration of
urban populations both within Ukraine and to the
European Union.

The most effective way to avoid the worst-case
scenario would be for Ukraine and Russia to con-
clude an agreement on a moratorium on mutual
attacks on energy infrastructure, at least for the
heating season. Although previous attempts to
reach such an agreement have failed, such efforts
should continue.

If that fails, Ukraine’s partners should be prepared
to provide in the short term emergency shelter
and accommodate large numbers of refugees
during the winter, for example, in mobile camps.

According to the International Energy Agency,
it is critical to accelerate the delivery of small

combined heat and power units, especially to
the most affected regions in eastern Ukraine.
Backup options should include liquefied petrole-
um gas (LPG) heaters, wood and coal stoves. It is
also necessary to accumulate a reserve of equip-
ment for urgent repairs of existing heating and
electricity systems.

To enhance the physical protection of energy fa-
cilities, it is necessary not only to strengthen air
defense and build specialized engineering struc-
tures, but also to take measures to counter cy-
berattacks. Besides, a network of small gas-fired
thermal power plants supplemented by batteries
and other energy storage technologies should be
urgently deployed.

While these measures may improve the situation
with energy supply during the winter period in the
short term, they will be ineffective for industrial or
commercial operations due to insufficient genera-
tion and a significant decline in energy efficiency.

Higher energy costs for production and services
will lead to expected price increases and acceler-
ated inflation, while the Government has already
announced a freeze on social standards and mini-
mum wages. Lack of income to pay for housing or
utilities may also prompt Ukrainians to engage in
another wave of migration. Therefore, the intro-
duction of decentralized and dispersed electrici-
ty and heat supply systems should be combined
with the simultaneous introduction of energy ef-
ficiency and energy saving technologies to reduce
pressure on the economy, as well as public and
consumer finances.

Given the rapid growth of poverty in Ukraine, ur-
gent social standards for supporting low-income
groups should be developed to prevent the rapid
spread of energy poverty, when a significant part
of the population will not be able to provide them-
selves with autonomous electricity or heat supply
solely through market mechanisms.

It is also important that a strategy on the future
use of mobile generation equipment, after the
industrial production of electricity or heat is re-
stored, is developed now.

For the midterm perspective, Ukraine, together
with its partners, should revise the Energy Sec-
tor Development Strategy to account for the
consequences of the hostilities. This is especially
true for the feasibility of restoring the destroyed
TPPs and CHPs, most of which should be closed
by 2034 in accordance with the commitments to
the EU. Given that thermal generation served not
only as a peaking power plants generation, but
was also critical for heating large cities, Ukraine
will be forced to look for alternative energy
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sources, given the growing shortage of peaking
power plants generation.

Another thing to consider is that a rapid postwar
industrial recovery could lead to a new exacer-
bation of the electricity shortage (or the pace of
industrial growth could depend on the available
electricity generation resources). Therefore, it is
extremely important to significantly expand the
possibilities for electricity imports and exports
between Ukraine and the EU.

Although the Ukrainian government has an-
nounced the construction of new nuclear units at
existing NPPs and is considering the prospects of
building new NPPs, over the mid- to long-term,
it would be more appropriate to focus on imple-
menting large-scale renewable energy generation
projects.

Considering the large scale of the agricultural sec-
tor and the fact that 70% of the population is con-
centrated in urban areas, Ukraine has significant

potential for the development of heat and power
generation using biogas. The production and use
of biogas can become a significant alternative to
the use of fossil fuels, making it much easier for
Ukraine to fulfill its climate commitments. In ad-
dition, the use of biogas in the municipal sector
will help solve problems with the utilization of
large volumes of household waste and agricultur-
al waste that are currently not used.

From the perspective of Ukraine’s post-war recon-
struction, given the significant share (over 30%)
of electricity and heat consumption by house-
hold consumers, as well as the deterioration and
obsolescence of the existing housing stock, it is
worth to review and develop new energy efficien-
cy standards for new housing, in particular, taking
into account recent climate change. In the long
run, this could significantly reduce energy use in
the household and building maintenance sector,
as well as reduce financial pressure on consumers,
preventing the spread of energy poverty.
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A EUROPEAN FUTURE

FOR UKRAINIAN AGRICULTURE?

Ukraine's strong agricultural orientation and bimodal agricultural structure set it apart from most
EU member states. Ukraine’s large industrial agribusiness mainly grows grain for export, while
small farms produce staple foods for the domestic market.

Russia’s war in Ukraine has seriously affected all agricultural producers in the country. However,
large-scale agribusiness has suffered the most. Despite the war, Ukraine’s agriculture continues
to transform under the EU-Ukraine Association Agreement, and land reform goes on as planned.

Most of Ukraine’s post-war reconstruction programmes have been aimed at restoring industrial
export-oriented agriculture. While the latest ‘Ukraine Plan’ prioritises small family farms, it ignores
the informal economy that makes small farms highly resilient and productive.

If Ukraine joins the EU under current conditions, it will be the largest recipient of CAP funds, with
large industrial agribusiness as the main beneficiary. However, the agricultural accession process is
likely to be gradual, as was the case with the EU’s eastern enlargement in the 2000s.

Despite the high hopes of Ukrainian food producers for new markets and investments after
Ukraine’s accession to the EU, the results are likely to be less favourable (especially for small farm-
ers) and may have negative spillover effects, as in other post-communist EU member states.

Sound policies and programmes are needed to strengthen Ukrainian small farms so that they can

benefit from EU accession.

INTRODUCTION

In the midst of a full-scale invasion by Russia,
Ukraine became a candidate country for EU mem-
bership. Despite strong support from the EU,
Ukraine’s upcoming accession to the EU has raised
concerns among farmers’ organisations in several
EU countries. Recent protests by Central and East-
ern European farmers against the influx of Ukraini-
an grain and other food products exemplify poten-
tial tensions.

EU accession will bring many opportunities for
Ukraine, as well as challenges and the need to trans-
form its agricultural economy and related indus-
tries. The EU’s Common Agricultural Policy (CAP)
will also have to be adjusted to accommodate the
new member, which is not only one of the world’s
largest food producers and exporters but also has
a very different agricultural structure from the EU.

In this policy brief we discuss the prospects for
a European future for Ukrainian agriculture in the
light of the devastation caused by Russia’s war
against Ukraine, the structural changes under the
EU-Ukraine Association Agreement and Ukraine’s
post-war reconstruction programmes. We turn to
examples from other post-communist EU mem-
ber states to predict how Ukraine’s association
and subsequent accession to the EU will affect
Ukrainian agriculture and land markets and, con-
versely, how Ukraine’s accession to the EU will af-
fect the CAP and agri-food trade in the European
Union. We conclude with some recommendations
for strengthening Ukrainian small farms so that
they can benefit from EU accession.
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1. UNIQUE FEATURES
OF UKRAINIAN AGRICULTURE

Ukraine’s strong agricultural orientation and bi-
modal agrarian structure distinguish it from most
EU member states. Often referred to as the bread-
basket of Europe, Ukraine has some 42 million
hectares of agricultural land—as much as France
and Poland combined—and is one of the world’s
largest grain exporters. Despite the war, Ukraine
holds 10% of the world wheat market, 15% of the
maize market and 13% of the barley market.

Agriculture is the central pillar of the Ukrainian
economy. About 45% of the country’s total export
revenues come from agriculture. In 2021, the ag-
ricultural sector provided employment for about
7 million Ukrainians (17% of the population) and
contributed 10.9% to Ukraine’s GDP. By compar-
ison, in the same year, EU agriculture accounted
for 4.2% of employment and 1.3% of GDP.

Another significant difference between the EU
and Ukraine is the agrarian structure. Despite var-
iations across countries, EU agriculture is largely
dominated by family farms with an average size

tion: large industrial agribusinesses (corporate
farms) and private family farms.

Before the war, agribusinesses controlled 53.9%
of the arable land and accounted for 54.5% of all
farm products produced in the country. They spe-
cialised mainly in the production of cereals and
oilseeds for export. Agribusinesses use industrial
farming methods that are rarely environmentally
friendly and labour-saving technologies with a rel-
atively low contribution to rural employment. The
size of an agribusiness depends on its legal status.
The largest of these are agroholdings consisting
of several agricultural enterprises. One of the larg-
est agroholdings, Kernel, farms 700,000 hectares,
almost three times the total agricultural area of
Montenegro, another EU candidate country. The
10 largest agroholdings control 8% (2.6 million
hectares) of all arable land in Ukraine. Until re-
cently, most agribusinesses leased land on a low-
cost, long-term basis from rural residents, who
used to be the de jure owners of Ukrainian land.

Another type of agricultural producer in Ukraine
is the private family farm. Ukrainian statistics do
not provide a precise definition of family-based
agriculture; different sources give different types
and numbers. Most sources distinguish between
family farms (fermerske hospodarstva) and rural
households (osobyste selyanske hospodarstva). To-
day, there are 31,800 registered family farms and
3,9 million rural households (although their actual
number may be much higher). Family farms have

an average size of 5o-100 hectares, which is not 36

considered large by Ukrainian standards. They are
mainly oriented towards the domestic market,
but some also sell abroad. Rural households are
much smaller—averaging only 4 hectares. In 2021,
78% of rural households had an area of less than
1 hectare. They produce for family consumption
and eventually for sale on local markets. Family
farms and rural households are the backbone of
the rural economy and social life, and their pro-
duction methods are more traditional and envi-
ronmentally sustainable.

Before the war, family farms and rural households
accounted for 46.1% of total agricultural output
and cultivated 45.5% of the land. They produced
95% of the potatoes, 85% of the vegetables, 80%
of the fruits and berries, 75% of the milk and 35%
of the meat in Ukraine. Despite their crucial role
in ensuring national food security, family farms
and rural households have been neglected by
Ukrainian agricultural policy, which for many
years supported the development of large-scale,
export-oriented agriculture.

The Association Agreement between Ukraine and
the EU (ratified in 2014) aimed to bring Ukraini-
an laws and structures closer to those of the EU,
including in the agricultural sector. Significant
changes were made to agricultural policy in the
areas of product quality assurance and stand-
ardisation of agri-food trade, limiting the use of
GMOs and supporting the development of organ-
ic agriculture in Ukraine. By the end of 2022, the
overall progress in implementing the Agreement
in agriculture was estimated at 60% (lower than in
other areas of economic and social life).

During the same period, although not a require-
ment of the Association Agreement, serious
steps were taken to liberalise the agricultural land
market and create a transparent land cadastre
in Ukraine. When Russia invaded Ukraine on 24
February, the country was in the midst of reforms
(more on this below).

2. IMPACT OF THE WAR
ON UKRAINIAN AGRICULTURE

As of December 2023, Russia’s war in Ukraine has
caused a total of 75 billion euros in damage to
the Kyiv School of Economics and the World Bank.
The damage includes destruction and mining of
farmland, damage to agricultural equipment and
machinery, stolen inputs and outputs, increased
production costs and labour shortages. About
30% of Ukraine’s farmland is currently uncultivat-
ed because it is occupied or unsafe for farming.
In addition to the direct impact on agriculture,
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Russia’s war in Ukraine is having a devastating
effect on the environment, soil and water quali-
bombs and artillery shelling, mined areas, de-
stroyed heavy military equipment, oil spills, burnt
areas from fires and landslides will have long-term
effects on Ukrainian agriculture and rural life.

While both types of agricultural producers face
serious challenges, large industrial agribusiness-
es bear the brunt. Their excessive size, monocul-
ture production, inflexible methods and export
orientation have made Ukrainian agribusinesses
particularly vulnerable. Large agricultural facil-
ities, fields and infrastructure are often targeted
by Russian missiles. Supplies of fuel and chemical
fertiliser (previously exported from Russia and Be-
larus) were cut off, and farm workers were called
to the front. But the greatest damage to Ukraine's
grain exports came at the beginning of the war,
when the Russian navy blockaded the Black Sea
ports from which 95% of Ukraine’s grain exports
were shipped abroad. This temporarily paralysed
Ukraine’s export-oriented agriculture. The solu-
tion was the Solidarity Lanes organised by the
Ukrainian and EU governments to provide alter-
native land and river routes for Ukrainian grain.
Only one year later, Ukrainian agribusinesses
adapted and found ways to produce and export in
the new reality. They invested in export facilities
on the Danube and, with the help of the Ukrainian
government, paved new routes in the Black Sea
through the territorial waters of NATO countries.

Meanwhile, family farmers and rural households
pendent on external resources and international
trade, have their own equipment, machinery and
storage facilities, often use organic fertilisers,
rely on family and local labour and sell their food
on local markets. These qualities, together with
mutual support and solidarity, have enabled
Ukrainian smallholders to adapt to the most diffi-
cult circumstances.

Nevertheless, the war has seriously weakened all
Ukrainian agricultural producers. According to
of crop producers and 60% of industrial livestock
producers reported a significant or drastic drop in
revenues. About 7% of all commercial farms went
bankrupt and ceased to exist. Similarly, a quarter
of small family farms and rural households expe-
rienced serious difficulties as a result of the war,
and one in four stopped or reduced agricultural
production.

3. LAND REFORM BEFORE
AND DURING THE WAR

After the dissolution of the Soviet Union in 1991,
Ukraine initiated a land reform to distribute for-
mer collective land to rural residents for private
farming. To prevent land grabbing and corporate
control of the distributed land, a moratorium on
land sales was imposed in 2001. However, most
land recipients were unable to establish commer-
cial farms and leased their land to reorganised
collectives and later to agribusinesses. The mor-
atorium on land sales was extended several times
until 2020, when the Zelensky government adopt-
ed amendments to the Land Code, initiating the
liberalisation of the agricultural land market in
several stages. In the first stage (July 2021—Jan-
vary 2024), individuals were allowed to buy up to
100 hectares of agricultural land. Since 2024, indi-
viduals and companies can purchase up to 10,000
hectares of land.

Proponents of an open land market, among
which are the EU and international organisa-
tions (such as the IMF and World Bank), argued
that land market liberalisation would increase
the transparency of land deals, improve the ef-
ficiency of agriculture and increase Ukraine’s
budget revenues. In 2019, the IMF even made
it a condition for refinancing Ukraine’s debt. At
the same time, various political and economic
actors, including the Ukrainian Rural Develop-
ment Network and the Association of Farmers
and Private Landowners, criticised the liberalisa-
tion. They feared that without adequate support
programmes for small farmers, the lifting of the
moratorium would lead to further concentra-
tion of land in the hands of large agribusiness,
environmental degradation and further depop-
ulation of Ukrainian villages. They called for the
land reform to be suspended, or at least for its
second stage to be postponed until after the war.

However, two years after the outbreak of full-
scale war, the land reform is on track. Land prices
have risen by 10-15%, and the volume of trans-
actions—although somewhat lower than expect-
ed in peacetime—indicates that the land market
farmers are being forced to buy the land they rent
from neighbours to avoid losing it to large compa-
nies, but their difficult financial situation and the
uncertainty of the war are working against them.
Large agribusinesses are also buying up land, but
officially they can only buy 10,000 hectares. While
it is too early to predict the outcome of land re-
form, rising land prices and farm consolidation are
more likely scenarios.
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The liberalisation of land markets in post-com-
munist EU member states has had similar conse-
quences. For example, since the Romanian land
market became fully operational in 2008, land pric-
es have tripled (from €1,000 per hectare in 2007 to
around €3,000 in 2014). In 2014, Romania opened
access to its land market to legal entities from oth-
er EU countries, leading to a further 20-15% annu-
al increase in land prices. Ukraine’s land sale rules
are stricter than those of neighbouring EU coun-
tries, as they do not allow the sale of land to for-
eigners. However, Ukrainian land legislation grants
pre-emptive rights to purchase farmland only to
current leaseholders. In Romania and Poland, for
example, pre-emptive rights are granted to a wider
group of potential land buyers: (local) farmers, rel-
atives of the seller and local authorities.

Allowing EU individuals and companies to buy
Ukrainian land after Ukraine joins the EU would
bring significant investment into Ukrainian agri-
culture. However, it would also lead to a signifi-
cant increase in land prices (currently the average
price of 1 hectare of arable land is €10,578 in the
EU and €627 in Ukraine), making it unaffordable
for Ukrainian smallholders to buy land in Ukraine.

4. UKRAINIAN AGRICULTURE
INTHE POST-WAR RECOVERY PROGRAMS

Although Russia’s war is still ongoing, Ukrainian
and international policymakers have been devel-
oping and implementing the plan for Ukraine’s
reconstruction and recovery. Three annual con-
ferences —called the Ukraine Recovery Confer-
ences—were held in Lugano (July 2022), London
(June 2023) and Berlin (June 2024). These major
events brought together world leaders, interna-
tional financial institutions, business represent-
atives and civil society organisations to discuss
rebuilding Ukraine as a strong European coun-
try, implementing European integration reforms
and finding sources of financial investment for
Ukraine’s war-ravaged economy.

At the first conference in Lugano, the National
Reconstruction Council, established by the Pres-
ident of Ukraine, presented the draft of Ukraine’s
Recovery and Development Plan, which covers
the period 2022-2032 and is estimated at USD 750
billion. The plan is divided into three phases—war
economy (2022), post-war recovery (2023—-2025)
and new economy (2026—2032)—and includes 850
projects under 15 national programmes, of which

tant.

Like the Recovery and Development Plan, the
New Agrarian Policy has three phases. It includes
various initiatives to ensure food security during

the war, eliminate certain taxes and tariffs on food
exports, develop new supply routes and attract
investment in agriculture. In the long term, the
policy aims to stimulate the processing of agricul-
tural raw materials (mainly cereals and oilseeds),
support the domestic production of agricultural
machinery, implement the requirements of the
EU Green Deal, and further adjust Ukrainian agri-
cultural policy in line with the EU-Ukraine Associ-
ation Agreement.

The New Agrarian Policy has been criticised by
private farmers’ organisations, civil society and
the academic community for aiming to restore
the pre-war production and economic model of
globalised, export-oriented agriculture. By fo-
cusing on increasing production volumes, land
use efficiency and the development of new ex-
port destinations, the New Agrarian Policy fails to
consider the interests of family farmers and rural
households and calls into question sustainable
and equitable development goals.

At the second Ukraine’s Recovery Conference,
the President of the European Commission, Ursu-
la von der Leyen, presented a proposal for a new
‘Ukraine Facility’, which would provide up to €50
billion over four years to support financial stabil-
ity, recovery and the implementation of key re-
forms in line with Ukraine’s accession to the EU
between 2024 and 2027. Eight months later, in
March 2024, the Ukrainian government presented
funding. The plan set out a vision for the country’s
recovery, reconstruction and modernisation, with
a number of reforms planned as part of the EU ac-
cession process. These include improvements in
public administration, with a focus on good gov-
ernance, the rule of law and the fight against cor-
ruption. On 15 April 2024, the European Council
endorsed the ‘Ukraine Plan’ and the first reqular
payment was made in August 2024.

The ‘Ukraine Plan’ places a strong emphasis on
sustainability and green initiatives. In contrast to
previous programmes, which disproportionately
favoured large agribusiness, the plan recognises
the key role of small and medium-sized farms
in shifting towards higher value-added products
and eco-friendly agricultural practices. The plan
aims to support smallholders in undertaking pri-
vate investments and facilitate access to various
government support measures and donor pro-
grammes. As part of the decentralisation pro-
cess, the plan helps local communities to improve
land management and spatial planning. The plan
also includes several mechanisms to help fam-
ily farmers and rural households acquire land.
To stimulate innovation in agriculture, the plan
supports the use of automation, IT, and artificial
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intelligence technologies. It also makes a serious
effort to digitise Ukrainian agricultural actors and
their relationships and to encourage smallholders
to register in official registers, which is expected
to increase the number of small farms by at least
300,000.

While most initiatives appear to be pro-small-
holders, the ‘Ukraine Plan’ suffers from the same
shortcomings as agricultural policies in many
post-communist EU member states. It sees fam-
ily farms and rural households as key actors in
sustainable development and the green transi-
tion, but agribusiness remains the main driver
of economic development. This underestimates
the economic potential of private farms. Further-
more, the plan imposes a conditionality on small
farmers, such asrequiring themto registerin order
to participate in support programmes and receive
funding. Such regulation threatens the informal
relationships and reciprocity that are widespread
in post-communist rural areas. It also creates hi-
erarchies between registered and non-registered
farmers. These conditionality and registration can
lead to the shadowing of the smallholder sector
and make small-scale food producers less resilient
and flexible.

5. POTENTIAL IMPACT OF EU ACCESSION
(AND USE OF CAP) ON UKRAINIAN
AGRICULTURE AND VICEVERSA

As Ukraine undergoes structural changes, in-
cluding in its agricultural sector, to become a full
member of the EU, the EU must also change. The
biggest obstacle is the EU’s Common Agricultural
Policy (CAP), which accounts for 33.1% of the EU-
27 budget. The CAP consists of two pillars:

1. direct payments to farmers, which account
for 76.8% of the CAP budget,

2. subsidies for rural development.

If Ukraine were to join the EU under existing
rules, it would be the largest recipient of CAP
funding in the bloc because of its geographical
size and the scale of its agricultural industry.
This means that farmers in the other member
states will have to accept lower payments. This
would significantly reduce payments to some of
the largest EU countries that benefit most from
the CAP, including France, Spain and Poland. As
with any major decision in the EU, CAP reform
requires a unanimous vote, and it is unlikely that
all current CAP beneficiaries will vote to share
CAP funds with Ukraine.

Moreover, the CAP distributes its direct agri-
cultural subsidies per hectare, favouring large
farms—a much-criticised policy that leaves small

farmers without support. If the CAP is not re-
formed, a handful of Ukrainian agroholdings will
receive most of the EU funds, while small family
farmers and rural households may not even qual-
ify for subsidies because of their small size. The
situation was similar in Romania after it joined the
EU in 2007. As in Ukraine, millions of rural house-
holds in Romania play an important role in food
production. However, in the first decade after EU
accession, around 9o% of Romanian rural house-
holds were ineligible for CAP payments due to the
small size of their land holdings.

Many Ukrainian family farmers and rural house-
holds hope that once their country joins the EU,
they will be able to sell their high-quality, healthy
However, EU standards for organic farming may
be too difficult to meet. Many Ukrainian small-
holders do not have the means to obtain certifi-
cation, nor can they prove that their soil quality,
production methods and output meet the criteria
for organic farming. In addition, the Russian war
in Ukraine has severely contaminated the soil and
groundwater, making many areas unsuitable not
only for organic farming but for food farming in
general.

Ukraine’s membership of the EU is likely to lower
food prices in Europe and raise them in Ukraine.
Currently, the cost of land, agricultural inputs and
labour in Ukraine is significantly lower than in the
EU. This gives Ukrainian producers a competitive
price advantage. However, the ambition of Ukrain-
ian farmers to ‘feed Europe’ (Ukraine produces al-
most enough grain, poultry, eggs and sunflower
oil to feed the whole of the EU) is likely to be re-
sisted by EU farmers. In early 2023, Ukraine’s free
access to the EU market led to a glut of grain and
other agricultural products, causing grain prices
to collapse and crippling Central and Eastern Eu-
ropean markets in particular. The result was a ban
on Ukrainian grain exports to five EU countries,
accompanied by unilateral bans on Ukrainian im-
ports in Poland, Hungary and Slovakia.

Although Ukraine’s accession raises many concerns
among EU farmers, this is not the first time the EU
has faced such tensions over enlargement. During
the EU’s eastern enlargement in the 2000s, the old
EU member states warned against the accession
of the Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Poland, Slovakia, Slovenia, Bulgaria
and Romania. To prevent competition from cheap
agricultural products from these post-communist
countries, their association agreements with the

import tariffs until EU accession. As a result, the ag-
ricultural trade balance between the new member
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states and the EU in the first period after accession
was not only negative (all countries except Hunga-
ry and Bulgaria), but also worsened (all countries
except Bulgaria and Romania), the opposite of
what the old member states had feared.

Like Ukraine, most post-communist member
states had large agricultural sectors and their ac-
cession would have swamped the CAP budget.The
In the first year of accession, the EU provided only
25% of CAP payments to the new member states.
This share increased by 5% a year for the next 10
years. National governments were allowed to top
up these payments by a maximum of 30% each
year. In total, farmers in Central and Eastern Eu-
rope received only 55% of what other EU farmers
received. Besides, CAP direct payments in the
post-communist member states were tied to the
yields of a reference period (1995-1999) and a ref-
erence area. Due to the disruptions associated
with the transition from central planning to free
markets, yields in these countries were signifi-
cantly lower than in the rest of the EU. As a result,
farmers in Central and Eastern Europe received
lower payments than those in Western Europe.

The fairness and applicability of the CAP to
post-communist countries is increasingly being
dissatisfaction with the CAP shows the following.
The CAP is based on the Western model of agricul-
ture and, therefore, does not consider the specifi-
cities of agriculture in Central and Eastern Europe,
particularly the predominance of small farms and
their informal economy. The registration and cer-
tification of small farms forces many of them into
shadow practices or quit farming. The per-hectare
basis of CAP’s direct payments leads to the expan-
sion of large farms at the expense of smallholders,
the emergence of phantom farms (that pretend
to farm to receive payments) and unsustainable
land use. Intractable corruption makes it difficult
to ensure that small farmers benefit from reforms;
instead, local oligarchs and corporations are often
the main beneficiaries. Finally, there is growing re-
sentment among farmers in Eastern and Central
Europe that they are treated unfairly compared to
their Western counterparts, making them prone to
support right-wing nationalist political parties and
movements.

CONCLUSIONS

The inclusion of the ‘breadbasket of Europe’ in
the EU has important benefits for Europe’s food
security, but also poses serious challenges for EU
farmers. If the CAP is not adjusted, Ukrainian ag-
ribusiness is likely to receive a larger share of the
EU’s direct payments to agriculture, lower food
prices and increase competition on EU markets.
This, in turn, will fuel the already simmering dis-
content among EU farmers. However, this is not
the first time that the EU has integrated a country
with a strong agricultural orientation, and a grad-
val adjustment process is likely, as in the case of
the EU’s eastern enlargement in the 2000s.

For Ukrainian food producers, EU accession
means access to new markets and investment,
but as history has shown, post-communist EU
member states have not received the anticipated
benefits and have become disillusioned with the
European Union. Despite the good intentions of
the ‘Ukraine Plan’, Ukrainian most numerous agri-
cultural producers —family farms and rural house-
holds—are likely to gain little from joining the EU,
as most CAP funds will go to corporate actors un-
der current CAP rules.

It is therefore important to identify policies to
strengthen Ukrainian rural households and family
farms so that they can benefit from EU accession.
Civil society initiatives in Ukraine have repeated-
ly put forward important proposals for reforming
Ukrainian agriculture. In 2022, the public forum
‘Small peasant farms and farming households in
wartime and post-war reconstruction of Ukraine:
Political dialogue’ was held in Kyiv, bringing to-
gether representatives of rural households, fam-
ily farms, civil society organisations and academ-
Ukrainian government with concrete recommen-
dations on how best to support small farmers.

Among other recommendations, the resolution
called on the Ukrainian government to recog-
nise the important role of family farms and ru-
ral households in domestic food security and to
legally define the categories of small, medium
and large agricultural producers. It also called for
the suspension of land reform until legal, organi-
sational and financial mechanisms are putin place
to enable family farmers and rural households to
participate in the land market under fairer condi-
tions. The resolution also proposed a guaranteed
10% quota for small farmers in the international
grain trade and other support mechanisms that
would give smallholders a competitive advantage
over large agribusiness.
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More generally, the authors of the resolution
claimed that Ukrainian agriculture would benefit
from the adoption of the UN Voluntary Guidelines
for Responsible Governance of Tenure of Land,
Fisheries and Forests (2012), the Global Action
Plan for the UN Decade of Family Farming (2019—
2028), the FAO Principles for Responsible Invest-
ment in Agriculture and Food Systems (2014), the
UN Declaration on the Rights of Peasants and
Other People Working in Rural Areas (2018), as
well as the European Green Deal and Farm to Fork
& Biodiversity Strategies.

The latter is somewhat ironic as, in light of recent
farmer protests in the EU, the European Council
adopted a series of regressive changes to environ-
mental policy that threaten the European Green
Deal and the Sustainable Development Goals.
This will make it easier for Ukrainian farmers to
adapt to the new, more lenient EU environmen-
tal rules for agriculture. But it will also jeopardise
the goals of developing fair, healthy and environ-
mentally sustainable food systems in the EU and
Ukraine.
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VIKTORIIA PIHUL

UKRAINE'S FOREIGN DEBT PROBLEM
IN THE CONTEXT OF EUROPEAN

INTEGRATION

Ukraine’s foreign debt problem has a long history, but the full-scale invasion by Russia has significantly
exacerbated its severity and complexity. This report demonstrates that the foreign debt problem is in-
extricably linked with the issue of Ukraine’s reconstruction. Consequently, any Ukraine reconstruction
strategy that doesn’t address the debt issue will be incomplete and ineffective. Conversely, the current
political willingness to pursue an ambitious plan for rebuilding Ukraine creates a political opportunity
to address Ukraine’s foreign debt problem. Debt cancelation should be considered and promoted as
part of creating a sustainable financial infrastructure for Ukraine’s Reconstruction Plan.

ANALYSIS OF PROBLEM

In the second quarter of 2024, Ukraine’s for-
eign and state-guaranteed debt stood at almost
$110bn (208.4), nearly 70% of the country’s GDP.

Today, most G7/EU intergovernmental aid is also
on a credit basis, as is assistance from interna-
tional organizations such as the World Bank, IMF,
IBRD, and others.

It is worth mentioning separately what isn’t cov-
ered in this report. It is necessary to completely
separate the issue of foreign government debt
and foreign debt guaranteed by the State from:

e theforeign debt of the country as a whole, which
includes the foreign debt of the private sector;

* total government’s debt, which consists of
the government’s domestic debt denominat-
ed in its own currency.

Private sector foreign debt doesn’t usually require
government intervention, except in a few cases
where the private company is too crucial for the
government and needs to be rescued from bank-
ruptcy (too big-too-fail).

Domestic public debt denominated in
a country’s currency is fundamentally dif-
ferent from foreign debt denominated in
foreign currencies. Countries that have

UKRAINE'S STATE AND STATE-GUARANTEED DEBT

state domestic debt
I guaranteed domestic debt
I state external debt
[ guaranteed external debt
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*values in billions of USD through year end; 2024 value through April
Source: Reuters. Data: Ukraine Finance Ministry

monetary sovereignty can refinance their
domestic debt indefinitely. Therefore,
mixing up internal and foreign debt isn't
correct—they are fundamentally different
problems.

But, there is an indirect link between them. The
ability to refinance domestic debt is determined

e the formal ability of the state to issue its
currency;
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* The actual ability to control the exchange
rate of their currency. This ability could be
limited if the ratio of foreign debt to GDP is
't“H'éEOff'ency will lead to a sharp, uncontrolla-
ble increase in foreign debt.

Reducing foreign debt is essential because it in-
creases a country’s monetary sovereignty and the
possibility of refinancing its domestic debt.

WHY IS IT NECESSARY TO CANCEL
UKRAINE'S FOREIGN DEBT?

Moreover, foreign debt cancellation is neces-
sary to create an environment open to foreign
investment.

One of the most essential tasks of the post-war
world has already been declared to be recon-
structing Ukraine. It is already clear that rebuild-
ing Ukraine’s economy after the war will require
hundreds of billions of dollars (~$0.5-1 trillion).
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The most influential historical example of such
large-scale reconstruction remains the Marshall
Plan. The common perception of the Marshall
Plan as simply a large infusion of US money into
the European economy. However, the plan was
vestments by the region’s standards would have
a catalytic effect, quickly attracting private invest-
ment and investment from other nations.

"From the beginning of discussion about the
character of the ERP, it was suggested that
the US contribution should be catalytic...
The cost was $2.25 billion, but of this, only
$565 million came directly from the Mar-
shall Plan.”

Ukraine will need foreign investment most during
the recovery process, as all industrial consumer
goods are bought with foreign currency.

Ukraine’s economic recovery is impossible with-
out some form of foreign debt cancellation. There
are three main reasons for this:

1. High foreign debt scares away potential
investors, state donors, and others. It also
puts pressure on credit and financial ratings,
making significant projects with international
banks and financial institutions very difficult.

2. Payments on foreign debt deplete the stock
of foreign currency, which is needed to buy
production equipment. This, in turn, is key to
economic recovery, from energy to industry
to construction.

3. High foreign debt deprives a country of the
ability to control its currency’s exchange
rate. As a consequence, the debt drastically
reduces the possibility of domestic borrow-
ing, even in situations where other resources
(labor, production) are still available.

These three problems make reconstruction with-
out addressing the debt problem simply ineffec-
tive. Any money invested will have no catalytic
effect, and all efforts and projects will be delayed
and chronically underfunded. The reduced capac-
ity to borrow domestically will make it difficult
for the government to divert funds domestically
without radically high taxes, which could have
a chilling effect on economic activity.

WHAT CAN BE DONE?

The first option is to unilaterally repudiate obli-
gations. This option is possible in an extreme sit-
vation. However, it will also have adverse effects
similar to those of the external debt. Default af-
fects financial ratings and complicates interaction
with private and public investors.

The second and preferable option is to negoti-
ate a debt cancellation with the creditors. And
in this case, the possible solutions will differ de-
pending on the type of creditor. All creditors can
be broadly classified into three groups:

e international financial institutions: ~40% of all

» foreign states: ~40% of all debt;

* private investors: ~20% of all debt;
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INTERNATIONAL FINANCIAL INSTITUTIONS (IFI)

The prominent donors to Ukraine among IFl are
the IMF and World Bank. The IMF has several pro-
grams and instruments to deal with excessive

These programs can help countries deal with
debts to international organizations, as well as
other types of debt — public and private. To qualify
for such a program, Ukraine will have to face the
two main constraints:

1. Per capita income limits

It is worth remembering that these data are mis-
leading. Currently, Ukraine is maintaining its pop-
ulation income only because of a combination of
the following:

* large population outflows;
* large amounts of foreign aid;
* afreeze on foreign debt;

* significant domestic borrowing to finance its
military sector.

Labor shortages and the stimulation of the mil-
itary sector through wages to the military and
workers in the military-industrial complex lead to
higher incomes and lower inequality.

But this is not a sustainable path to prosperity for
the country.

If the war ended abruptly and foreign support
ended, this situation could be like a bursting
bubble, leading immediately to the large-scale
impoverishment of large masses of people.
Of course, this cannot be allowed to happen, espe-
cially in a country with a large veteran population.

2. The size of Ukraine’s foreign debt

Ukraine’s debt to the IMF alone is almost $16 bil-
lion: a fifth of all HIPC payments for all countries
for all years(s$76 billion).

Thus, the IMF's typical poor country debt cancel-
lation instruments are ill-suited to Ukraine’s for-
eign debt. It will be relatively easy for opponents
of IMF assistance to argue that Ukraine doesn’t
meet the criteria of a poor country. At the same
time, the size of the aid may have to be absolutely
extraordinary. This could become quite a political
challenge, as countries that better meet the poor
country criteria may resist. This process may only
widen the gap between Ukraine and its allies and
the Global South.

Special Drawing Rights Allocation

The IMF's Special Drawing Rights (SDR) facility
is an international reserve asset created in 1969
to support the global monetary system. States
can use SDRs to settle with each other and with
international organizations, including to repay
debts denominated in any foreign currency.

In 2021, in response to the COVID-19 pandemic, the
largest SDR issuance in history, worth $650 billion,
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KEY ASKS AND AREAS FOR SDR REFORMS

Ask

New allocation now

Simplify and reduce the cost
of using SDRs

Support regular SDRs
allocations that are
need-based, and simplify

Goal

Provide immediate relief
as other reforms are discussed

Make SDRs into a more viable
resource asset that can reduce
asymmetric access to liquidity

Ensure all countries have
non-conditional access
to international liquidity
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What needs to happen

Breal the deadlock
over the decision for new
allocation

Operational changes

to accounting rules, interest
policy, and possible
expansion of the use of SDRs
as a unit of account outside
the IMF

Reforms that equalize access
to international liquidity
and ensure new allocations

the process for new
issuances

Source: actionaidusa.org

took place. As a result, most developed countries
significantly increased their SDR holdings. They
didn’t use them to pay down debt but exchanged
other countries’ SDRs for hard currency. The data
for January 2023 show that almost 9o% of the dis-
tribution remains “unused” as reserves.

The IMF could organize a special SDR fund to repay
IMF loans with developed countries interested in
Ukraine’s recovery. Using SDRs to rebuild Ukraine
and address its debt problems could also promote
more sustainable solutions, which could ultimate-
ly help many countries in similar circumstances.

The proposals of the UN High-Level Advisory
Council on Effective Multilateralism should be

EXTERNAL DEBT DYNAMICS

+31.2
63.6 +20.5
- +3.6

10.6

: _

reach the countries in need

of SDRs to countries experiencing shocks (climat-
ic, natural, military, and others).

These steps would help link aid to Ukraine and as-
sistance to other countries in need rather than pit-
ting the two against each other, thereby strength-
ening support for Ukraine among countries in the
Global South.

FOREIGN GOVERNMENTS

Ukraine’s main sovereign creditors are, of course,
the Gy countries (mainly the EU). In July 2022,

94.8

14.2 IMF

IBRD

Canada

external banks or
commercial loans

eurobonds
other creditors

Values in the report are presented in US dollars for clarity and are converted using the NBU's official foreign exchange
rate, either the average for the period or the rate at the end of the period

Source: KSE


https://highleveladvisoryboard.org/breakthrough/pdf/highleveladvisoryboard_breakthrough_Shift3.pdf
https://www.actionaidusa.org/publications/adapting-our-financial-architecture-in-a-crisis-prone-worlda-civil-society-proposal-for-special-drawing-rights-reform/
https://www.brettonwoodsproject.org/2024/07/imf-boards-reluctance-leaves-special-drawing-rights-as-an-underused-tool-in-funds-toolbox/
https://www.brettonwoodsproject.org/2024/07/imf-boards-reluctance-leaves-special-drawing-rights-as-an-underused-tool-in-funds-toolbox/
https://mof.gov.ua/en/news/international_partners_of_ukraine_in_the_g7_and_paris_club_announce_suspension_of_debt_service_payments_for_ukraine-3532

ROSA LUXENMBURG STIFTUNG B YKPAIHI

on Ukraine's foreign debt. However, their inter-
ests diverge when it comes to finding a final solu-
tion to Ukraine’s foreign debt problem. Of course,
it is a purely political issue, not financial. Even if
they cancel all of Ukraine’s debt simultaneously,
their balance sheets and reserves will not change
in percentage terms.

Even if they were to cancel all of Ukraine’s for-
eign debt at once, their balance sheets and re-
serves would remain virtually unchanged in per-
centage terms.

However, the Western world has entered an era of
limited resource access. This leads torising inflation
and, consequently, to a redistribution crisis, as dif-
ferent social groups demand that resources be di-
rected to them. This situation makes the allocation
of any international aid very difficult.

At the same time, specific sectors of the Western
economy have benefited significantly from the
current geopolitical situation—the US energy sec-
tor and the European military-industrial complex
are experiencing their best times in a long time.

Like the Marshall Plan, aid to Ukraine isn’t a uni-
lateral act of virtue—most of the funds are allo-
cated to the G7 countries. Therefore, Ukraine’s
best chance of gaining political support for debt
cancellation would be to include it in a program
similar to the Marshall Plan.

What is needed is a plan for Ukraine’s recovery
that clearly emphasizes the mutually beneficial
nature of relations between Ukraine and the Gy.
Like the Marshall Plan, it should primarily facil-
itate the purchase of industrial goods from Gy
countries.

Debt cancellation in such a scenario would be
justified by the desire to get Ukraine “back on its
feet” as quickly as possible and to make it not only
a recipient of aid but also a fast-growing economic
partner.

THE RESULT OF THE MARSHALL PLAN

industry

agriculture

BET OV ey

Eprewar level of industry and agriculture

It would also motivate to start reconstruction pro-
grams in Ukraine before the war is over. All the
support that Ukraine will need after the war—
building infrastructure, housing, energy, and
defense—is needed now more than after the
war. All the reconstruction problems created by
the war—the need for extended insurance cover-
age for business and ensuring infrastructure sus-
tainability under war conditions — will be relevant
during any ceasefire. No one can guarantee that
the war will not start again, and the economy will
have to operate under constant threat.

PRIVATE INVESTORS

According to JPMorgan calculations, the share of
private investors in total debt is quite high (about
vestors is one of the most challenging tasks, as
they are driven less by political motives than eco-
nomic expediency.

The classic way to solve such problems is to swap
some liabilities for others, such as those with
longer maturities or lower interest rates. Argenti-
na and Jamaica, for example, did this.

In the case of Ukraine, the best way forward
would be to replace current commitments with
promises of priority participation in a program
to rebuild Ukraine. As noted above, the success
of Ukraine’s reconstruction program depends
mainly on its ability to attract private capital in
addition to public capital. Itis possible that prom-
ises of a preferential opportunity to buy back new
debt issued under specific reconstruction projects
would be highly attractive to creditors willing to
forgo claims on current debt.

This type of obligation is called a Right of First
Refusal(ROFR). It is a right that gives a particular
person or group of people the opportunity to be
the first to buy an asset or liability (e.g., a bond)
before it is offered to other buyers in the market.

Of course, in this case, the success of the negotia-
tions will depend heavily on the scale of the recon-
struction plans and the amount of public capital
that can be raised. The involvement of the G7 coun-
tries is crucial in brokering negotiations with private
investors and assuring that Ukraine’s reconstruction
plans are long-term and adequately financed.

It is also crucial that the new commitments be
made on behalf of an organization that will deal
only with Ukraine’s reconstruction projects. Such
an entity could be a bank explicitly created for
the reconstruction of Ukraine, similar to the KfW
(Kreditanstalt fur Wiederaufbau) created in post-
war Germany in 1948 as part of the Marshall Plan.
The need for such a bank has already been dis-
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financial institution, independent of politicians
and businesses, will separate risks for investors
and create a more predictable environment.

OVERVIEW OF THE OPINIONS
ABOUT UKRAINE’S DEBT PROBLEM

Many prominent economists have repeatedly em-
phasized the importance of solving the problem
of Ukrainian foreign debt.

For example, Eric Toussaint from the Committee
for the Abolition of lllegitimate Debt (CADTM)

tions like the IMF and World Bank are particularly
problematic, as they impose austerity measures
that exacerbate social hardships during wartime.

Economists also pointed to possible difficulties
and conflicts in debt cancellation and the impor-
tance of ending the debt pressure on Ukraine for
the successful recovery of the Ukrainian economy.

fault seems unlikely, the pressure from creditors
could lead to severe economic consequences for
Ukraine at a time when it is already struggling
militarily.

The article by Olexandr Kravchuk and David
Broder highlights the importance of canceling

Ukraine’s foreign debt and the unfairness of the
conditions that led to its accumulation.

of international organizations’ standard meth-
odologies for dealing with the debt of countries
in protracted war. His article shows how Ukraine
accumulated large debts during the decade of war
and how international organizations’ policies only
exacerbated the country’s economic problems.

icy is leading Ukraine to a future debt crisis and
points out that Europe’s history tells us the dan-
gers of such a policy.

Today, economists dealing with debt policy are
unanimous in their demand for the cancellation
of Ukraine's foreign debt and their understanding
that it is impossible to restore the Ukrainian econ-
omy without such cancellation.

POLICY RECOMMENDATIONS
ONTHE FOREIGN DEBT OF UKRAINE

Our report shows the inseparability of Ukraine’s
foreign debt problem and any reconstruction
plans. This inseparability manifests itself in two
ways:

On the negative side, it is a risk. Likely,
the lack of debt relief could undermine any
program to restore the Ukrainian econo-
my. A large outstanding foreign debt will
create additional uncertainty, creating le-
gal and financial constraints for attracting
external (mainly private) financing. Recon-
struction efforts would then have no cata-
lytic effect and would not lead to a sharp
increase in the investment attractiveness
of reconstruction projects.

On the positive side, it is an opportunity.
Ukraine’s economic reconstruction plans
provide a political opportunity to promote
debt cancellation and make such a move
more attractive as a win-win for state
and private donors. Ukraine can become
a country with a strong economy and con-
tribute to economic cooperation with G7
countries and private investors. The bene-
fits of this outweigh any short-term gains
from continued debt pressure on Ukraine.

All this leads us to the need to promote the
cancellation of Ukraine’s foreign debt as part of
a comprehensive plan to rebuild Ukraine. This
plan should be systemic and work at all levels, ex-
ploiting Ukraine’s political strengths and neutral-
izing its weaknesses:

1. International organizations. Ukraine needs
to secure a one-off SDR allocation. At the
same time, Ukraine’s case should be used to
to address global inequality and the fragili-
ty of the international financial system. This
would link Ukraine’s demands with the Glob-
al South’s and the world’s poorest countries,
strengthening support for Ukraine’s recon-
struction efforts.

2. Government donors. The G7 should now
begin implementing a Marshall Plan-style
reconstruction plan, politically framed as
build a modern economy for Ukraine and
contribute to developing industrial policy in
the G7 countries. This plan can and should be
initiated before the war is fully over. It should
consider the varying degrees and forms of im-
pact of the war in different regions of Ukraine.
The plan’s first step should be to establish
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a reliable financial and insurance infrastruc-
ture that would allow every dollar invested to
attract a few dollars from independent inves-
tors. This plan should focus on fundamental
areas that increase the competitiveness and
sustainability of the economy, such as the de-
fense sector, energy, housing, infrastructure,
and so on.

Private investors. Working with them depends
on the projected success of Ukraine’s recov-
ery plan and the level of political commitment
from the G7 countries to the plan. Explicit po-
litical guarantees of its binding implemen-
tation and long-term sustainability would
give Ukraine a stronger bargaining position
in negotiations with private creditors. Such a
plan should include multi-year financing plans
and be politically challenging to block. It is
also essential for investors to be able to work
with a financial infrastructure insulated from
domestic Ukrainian political risks. The Special
Bank for Reconstruction can make new obliga-
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OLENATKALICH

WOMEN'S EMPLOYMENT DURING THE WAR:
WILL UKRAINIAN WOMEN MASSIVELY
ENTER "MALE-DOMINATED" PROFESSIONS?

The workforce shortage in Ukraine has intensified the search for incentives that would encourage
women’s employment. In 2017, legislative norms restricting women'’s rights to hold certain positions,
mainly with extreme working conditions, were repealed. It was caused both by the shortage in the la-
bor market (first due to labor migration and later due to the Russian invasion) and by the need to adapt
Ukrainian legislation to EU anti-discrimination standards. This report will analyze the changes and will
make a prediction to which extent this standardization of the legislation will improve the situation of

Ukrainian women in the labor market.
INTRODUCTION

Due to Russian aggression, Ukraine is experienc-
ing a workforce shortage. This is caused both
by the mass outflow of the population, mostly
women, and conscription, which mostly affects
men. However, labor shortages in the *male” and
“female” spheres work differently. The major
wave of migration, which happened in the first
year of the full-scale war, mainly affected the
occupied regions or regions at the battlefront
where economic activity was impossible. It has
also influenced educated women from the big

cities, some of whom were “white collars” and
were able to switch to remote work. At the same
time, the intensification of military conscription
processes mainly affected “blue-collar” workers
from all over Ukraine. As a result, the army and
the “real economy” actively compete for techni-
cal specialists and manual workers, the majority

of whom are men. Because of that, the law was

there is an ongoing discussion regarding letting
women into “men’s” professions.

Back in 2017, Ukrainian laws lifted a number of
restrictions for women working in particularly ar-

Ukraine entered a visa-free travel regime with the

European Union, and Ukraine suffered from a lack
of workload. At the beginning of the war, law
under martial law”, passed on March 15, 2022,
lifted the restrictions for women working under-
ground. At the same time, however, the law limit-
er to suspend certain provisions of the collective
labor agreements unilaterally. It also allows the
abolishment of holidays for workers in critical in-
frastructure. Among other things, it has negatively
affected the situation of medical workers most of
whom are women.

This article strives to analyze the transformation
of Ukrainian legislation on women’s employment
and scrutinize it for compliance with EU require-
ments and antidiscriminatory standards.

THE GENDER DIMENSION
OF THE UKRAINIAN LABOR MARKET
PRIORTO THE RUSSIAN INVASION

employed population, 48% of which were wom-
en. According to the official data, the gender pay
gap in Ukraine amounts to around 18% and has
positive antidiscriminatory dynamics. In 2012, for
labor market is in shadow, and real figures may be
different from the official statistics.
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In any case, the gender pay gap in Ukraine is
caused by vertical and horizontal inequality,
similar to the global situation. Ukraine still lacks
women in power and women holding managerial
positions in big business. That is the main reason,
why in 2023 Ukraine held only the 66th position in
women’s healthcare or access to education, the
situation is much better. For instance, more wom-
en than men have higher education in Ukraine.

As for the horizontal inequality in Ukraine, there
is a notable difference between spheres where
men and women are working. That causes the
tion, healthcare, service sector, and commerce.
This sphere has lower average wages. More men
are employed in the industrial, transport, and
construction sectors, and the security forces. The
wages there are higher. Due to the governmen-
tal policy which encourages self-employment,
entrepreneurs. There are slightly more women
(59%) than men, but it is telling that the fields of
work are separated by gender as well: women are
more active in trade and services sectors, while
more men are engaged in the repairs.

On the global level, part-time employment is the
factor contributing to the gender pay gap. In the

conditions. In Ukraine, however, only 10% of wom-
en work part-time. The lowest wages in Europe
don’t let Ukrainian women work so little. It is of-

ten the other way round: in addition to the main

lies often decide to have kids. However, it isn't sig-
nificant because, once again, one person cannot
provide for their family due to the lower wages.

That's why in the Ukrainian labor market before
the war men and women were mostly employed
on afull-time or at times overtime basis due to low
wages. However, even though women employed
in the low-wage spheres were more educated on
average, they still got paid less. In general, the sit-
uation is typical for the majority of countries due
to the undervaluing of women's labor, particularly
in care work.

LABOR MARKET TRANSFORMATION
DURING THE WAR

Russian invasion in 2022 had cut about a third of
Ukrainian economics. Building (68%), processing
industry (50%), wholesale and retail trades, and
agricultural complex (30%) were among the most
severely affected spheres. Except trades, these

are all “men’s” spheres.

"

The economy and labor market gradually recov-
ered, but labor shortage became an issue. The
labor market lacks specifically male workers.
Though there is no official statistics, the poll re-
sults implicitly indicate it. As of June 2024, the un-
before the war it was 10%. However, the poverty
rate (the share of respondents who need to save
up on food) is 25.6%. Prior to the Russian invasion,
it was 15%. It may demonstrate that the labor
market has more job positions with lower wages
which are more typical for “women’s” spheres.

Ashortage of menin the labor market is caused by
both army service and fear of mobilization. Some

had the unemployed status. Before the war, the
number was thrice as big.

Because of that, women are gradually enter-
Ukrainian Employers’ Confederation states: "Men
are entering the Ukrainian Armed Forces, which
leads to a noticeable lack of personnel in the big
and medium-sized entreprises. As a result, women
are taking the open positions. This practice exists
in the metalworking and agro-processing spheres
at highly automatized facilities, which are able to
quickly retrain their new workers. Often new posi-
tion requires a higher level of physical activity. This
is relevant, for instance, for the furniture industry.”

One of the biggest agricultural companies Kernel

from taking up "men’s” jobs at the job interviews.
The only governmental initiative we managed to
Ministry for Communities and Territories Develop-
ment of Ukraine. The lack of official statistics makes
it hard to estimate how many women are engaged
in manual labor retraining programs. In any case,
these actions were made possible because of the
new laws regarding women’s employment.
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WHY CERTAIN PROFESSIONS WERE
BANNED FORWOMEN IN UKRAINE

There are three main milestones regarding the
changes in the sphere of women’s employment.

* The law “On Ensuring Equal Rights and Op-
portunities for Women and Men”, passed in
2005, forbids employers to specify a preferred
gender of the potential employee or any oth-

er criteria unrelated to professional skills.

* In 2017, the Ministry of Health of Ukraine
of arduous jobs with harmful and hazardous
working conditions” passed in 1993. It banned
women from accessing over 450 professions.
For instance, women were not allowed to
work as a subway train drivers or divers. The
Labour Code also restricted women'’s labor
at night or underground. These norms were
de facto often neglected: in the service in-
dustry or medicine, predominantly occupied
by women workers, working day and night
is @ common practice, and many women are

tions under Martial Law” passed at the be-
ginning of Russian invasion. Now consenting
women are allowed to officially take night
shifts. They are also allowed to work on ardu-
ous, hazardous, harmful, or underground jobs.

The State Statistics Service doesn’t provide data
regarding the gender dimension of the employed
population, and since the Russian invasion, they
stopped sharing the data altogether. That makes
it hard to estimate the efficiency of such chang-
es engaging women in the “men’s” professions.
aregularincrease in minimum wage from 2015, as
more women than men earn minimum wage.

The list of professions banned for women existed
due to economic crises and unemployment in the
last years of the Soviet Era and at the beginning
of the Ukrainian independence. It was easier to
remove women from the labor market to reduce
experienced a similar phenomenon, when wom-
en took "men’s” jobs due to the labor shortage in
the postbellum period. However, over the next
decade they gradually lost their positions. They
were replaced by the men who came to the cit-
ies from the villages during the wave of internal
migration. Other tool of removing women from
the labor market was the maternity leave: after
the war, when women actively participated in
the reconstruction, it lasted for several months.

In 1989, amidst the economic collapse, it was in-
creased to last 3 years.

On the ideological level, these limitations were
justified by concerns about women, mainly, about
their fertility. In the first years of the independent
Ukraine, there were also attempts to return to
countries of the time. However, in 2000s, increas-
ing labor shortage and the aspiration to integrate
into the EU encouraged Ukraine to revise the poli-
tics on women’s employment.

HOW THE EU COUNTRIES ENSURE
EQUALITY INTHE LABOR MARKET

When it comes to gender equality, the EU coun-
tries are highly heterogeneous: whereas Finland

public at the 101st. However, when it comes to the
antidicriminatory norms in labor legislation, the
EU standards mandatory for all the country mem-
bers are quite consistent. They serve as a main ref-
erence point for Ukraine.

For instance, the European Union—-Ukraine Asso-
ciation Agreement has a chapter 21, called “Co-
operation on employment, social policy and equal
opportunities”. According to it, Ukraine needs to
approximate the laws on labor relations, antidis-
crimination, gender equality, as well as health and
work safety to the EU norms. In addition to lifting
the ban on professions previously forbidden to
women or other restrictions deemed discrimina-
tory, EU also sets high standards regarding labor
conditions, work-life balance, and the division of
reproductive responsibilities for workers with chil-
dren. In general, this approach creates a complex
deeply intertwined, and comprehensive system of
labor and social law.

The system is backed by the following legal acts:

e 1) European Social Charter (revised) (1996),
deemed the most comprehensive catalogue
of labor rights and implemented in both pri-
mary and secondary EU legislation, contains
the following norms:

1) Employed women, in case of maternity,
have the right to a special protection. States
need to to regulate the employment in night
work of pregnant women, women who have
recently given birth and women nursing their
infants. Mothers who are nursing their infants
shall be entitled to sufficient time off for this
purpose;

2) Persons with family responsibilities and
who are engaged or wish to engage in em-
ployment have a right to do so without being
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subject to discrimination and as far as possible
without conflict between their employment
and family responsibilities.

Both parents need to be provided with an
opportunity to obtain, during a period after
maternity leave, parental leave to take care of
a child, the duration and conditions of which
should be determined by national legislation,
collective agreements or practice.

The charter also prohibits the employment of
pregnant women, women who have recently
given birth or who are nursing their infants in
underground mining and all other unhealthy
work.

Directive 89/391/EEC, which in article 15
states that particularly sensitive risk groups
must be protected against the dangers that
specifically affect them. In the first place,
that's the matter of safety measures for work-
ing pregnant women and mothers. EU is the
most active on the global scale in implement-
ing such norms.

Directive of the Council 92/85/EEC “On the
introduction of measures to encourage im-
provements in the safety and health at work
of pregnant workers and workers who have
recently given birth or are breastfeeding”
(1992) doesn’t prohibit the work of such wom-
en on the unhealthy jobs but rather regulates
these issues. For instance, the employer is not
allowed to refuse employment to women in
certain positions but is obliged to relieve them
of their duties for the duration of pregnancy.

Directive 2006/54/EC of the European Parlia-
ment and of the Council of 5 July 2006 on the
implementation of the principle of equal op-
portunities and equal treatment of men and
women in matters of employment and occu-
pation (recast) (2006) secures the guidelines on
defining the work of equal value. It helps peo-
ple affected by unequal treatment to justify
their claims. Imposing positive action aimed to
promote gender equality is permitted. Moth-
ers are granted the right to return to the same
or an equivalent position after parental leave,
to suffer no detriment in their terms and condi-
tions, and to benefit from any improvement in
working conditions to which they would have
been entitled during their absence.

Directive (EU) 2019/1158 of the European Par-
liament and of the Council of 20 June 2019
“On work-life balance for parents and carers
and repealing Council Directive 2010/18/EU”
has summarized the provisions about social
leaves granted in the EU countries.

1) Maternity leave is a leave due to pregnan-
cy and childbirth granted to women before
and after childbirth;

2) Paternity leave is a leave granted to fathers
after childbirth;

3) Parental leave is a leave for providing care
to the child, which can be granted to any par-
ent after maternity/paternity leave;

4) carers’ leave is granted to workers provid-
ing personal care or support to a relative. The
directive granted fathers the right to take
a paid paternity leave of 10 working days after
childbirth.

Both parents are also granted the right to
go on leave to provide care for a child that
can be used until the child turns 8 years old.
Workers whose relatives require care also
have the right to carer’s leave for five work-
ing days per year. If the worker has been dis-
missed during social leaves, the burden of
proving that there has been no dismissal on
the grounds that the worker has taken leave
should be on the employer.

From this legislation, it can be concluded that the
main guarantees for employed women in the EU
may fall into three categories:

1.

Protecting the health and psychosocial
well-being of women (paid leave to go on
a medical examination, the employer’s obli-
gation to identify workplace hazards for the
reproductive health, right to refuse hazard-
ous, overtime or night work during pregnancy
and postpartum period);

Affirmative action and nondiscrimination (of-
fering job positions to women an underrepre-
sented group; the employer’s burden to prove
lack of gender pay gap, establishing women'’s
representative councils that employers con-
sult on a wide range of questions, varying
from the access to social infrastructure to
making work conditions more healthy);

equal division of labor and nondiscrimina-
tion (worker’s right to switch to part-time
jobs to provide care to sick relatives and re-
ceive compensation from the budget; par-
ents’ right to switch to flexible hours, part-
time job, remote work which is active until
the child turns 8 years old; granting a father
paid leave after a child is born, prohibition to
assign overtime work to the fathers without
their consent).
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In Ukraine all three points are partially imple-
mented.

1. After lifting the ban on certain professions,
the only thing leftis the Labor Code of Ukraine
regulation granting the pregnant woman the
right to temporarily transfer to an easier job.
However, there is no list of working conditions
or jobs harmful for pregnant women and new
mothers, which would help to automatically
change their position for this period.

for children (granted up to 3 years old, or,
if a child is disabled, to 14 years) or other rel-
atives is regulated by agreements with the
employer and leads to a proportional salary
decrease.

3. Paternal leave after birth is up to 14 days un-
paid and up to 14 days paid leave. The dura-
tion of the latter depends on the employer’s
decision. Additionally, due to martial law, all
leaves may be terminated for people working
in critical infrastructure. The only exception is
a leave due to pregnancy and childbirth and
a parental leave, which lasts for 3 years (in cer-
tain cases, 6 years). However, it is unpaid and
only formally retains the employee’s right to
return to the former job position.

When it comes to anti-discriminatory mech-
anisms in Ukraine, these are only now being
formed. As of now, there are no legal regulations
that oblige employers to guarantee equality.
Provisions of the collective agreements can be
easily ignored by Law 2136 for the period of mar-
tial law.

WHAT UKRAINE GETS WRONG IN TERMS
OF GENDER INEQUALITY INTHE LABOR
MARKET

Considering the political guidelines of Ukraine, it
is evidently inspired by the EU laws. However, it is
important to comprehend the different contexts
of the Ukrainian labor market and the European
Union. And martial law is not the sole factor. It is
the industrial sector both in Ukraine and the EU.
The vast majority of women are employed in the
service sector (74% and 84% respectively), where
working conditions are deemed less severe (how-
ever, in Ukraine this sphere is underpaid and is

centage of men employed in the service sector is
10% higher.

As a result, more EU citizens are employed in the
service sector, where the issue of safe working
conditions is less pressing, and flexible working
hours are more available. At the same time, in
Ukraine, more people are engaged in agriculture,
compared to the EU. Due to the war and mobi-
lization, the number of women in the industry
is growing (though for now, it is difficult to esti-
mate the scale). The agricultural complex, as well
as the industry, are related to serious workplace
hazards. That's why safe work conditions need to
be a priority. EU legislation provides an effective
mechanism to enable safe working conditions
via inspections of the authorized services. At the
same time, Ukraine imposes deregulation, which
has been aggravated during the war. Primarily, it
is expressed in the moratorium on the inspection
of workplaces by the Ukrainian State Service for
Work, introduced during the martial law.

Deregulation of labor relations increases the vul-
nerability of women.

Another pressing issue about women’s employ-
ment in Ukraine is combining work and reproduc-
tive labor. Switching from the service sector to the
industrial complex may limit the opportunities for
flexible schedules. The risk of losing it possibly
prevents women from mastering the "men’s jobs".
Regardless of the fact, that in the early nineties
sector, the social norms and requirements regard-
ing care and maternity have currently shifted.
During the Soviet and Post-Soviet periods “dis-
tant parenting” and using state support in crech-
es and kindergartens were acceptable, while the
current accepted norm is engaged parenthood,
which requires the mother’s active participation
in the care and development of the child. All the
while, kindergartens gradually become less acces-
sible. In addition, due to war and lack of space in
the bomb shelters, there are restrictions imposed
on the work of kindergartens and schools in most

es. Kindergarten teachers receive minimum wag-
es which government plans to keep on the same
level for the next 3 years. Assuming that workers
will also leave the sphere for the industrial com-
plex due to higher salaries, the lack of accessible
kindergartens will also prevent other women from
entering the labor market.

Another particularly sensitive issue is that many
families find it impossible to share the care re-
sponsibilities, as men are mobilized. At the same
time, even the civilians are not granted even the
smallest bonuses, such as two-week leave after
childbirth we have already mentioned.
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It seems that by lifting the restrictions on using
women'’s workforce, Ukraine hasn't currently
done much to implement much-needed changes,
such as flexible working hours, division of care re-
sponsibilities, and protecting health and safety of
workers. All these factors are highly unfavorable
regarding the hypothetical improvement of work-
ing conditions in accordance with European stand-
ards. It reduces the chances of encouraging large
amounts of women to work in Ukraine. Currently,
women ready to take “men’s” jobs in the industry
mainly don't have the care responsibilities and are
ready to risk their health, if not life.

CONCLUSIONS AND RECOMMENDATIONS

Even though the big picture regarding engaging
Ukrainian women in “men’s” jobs looks rather
disturbing, there are mechanisms that can be im-
plemented to improve the situation. It has to be
done not by coming back to the archaic list of pro-
fessions banned for women, but by considering
factual risks, measures of responsibility, and the
intersection of paid and unpaid reproductive la-
bor.To safely and efficiently engage women in the

industries, the following steps need to be taken:

Lift the moratorium on the inspection of
workplaces by the Ukrainian State Service
forWork. Thisis integral to guarantee safe
working conditions for all the workers and
fight mobbing.

To come up with norms for pregnant
women and young mothers, which re-
strict the work at the facilities harmful to
their health and their children. However,
these restrictions need to be temporary,

To grant the right to shorter work hours
(with the worker keeping the full salary),
and not the part-time job for people with
care responsibilities (for instance, at the
expense of subsidies from the budget).
Current norms in Ukraine allow introduc-
ing shortened workdays for hazardous
jobs (no more than a 36-hour week). This
list needs to be expanded.

It isn‘t possible to engage women for work
in the industry without accessible care
work. In turn, it can't become accessible
without sufficient funding and an increase
in salaries. In prewar Ukraine, one factor
contributing to bridging the pay gap was
the increase in the minimum wages. Be-
cause of that, female teachers and social
workers were slightly less underpaid. These
measures are not sufficient, and care work
needs to get at least average wages. At the
same time, the government needs to give
up on freezing the minimum wages.

Developing the mechanisms that would
strengthen women’s voices and grant
them power to make decisions along
with the employer. Commissioners for
gender issues need to be elected by oth-
er women workers, and not appointed
by the employer. Certain gender-sensi-
tive decisions shouldn’t be made without
consultations with such commissioners.
Trade unions need to be at the forefront
of changes and implement the democrat-
ic mechanisms that would allow women
to apply for executive positions.

be backed by science, and imposed by the
government, not permanent and applying
to all the women, like it was before. In the
EU, the employer is responsible for imple-
menting these restrictions.

All listed recommendations aren’t limited to
wartime. They will be equally important at times
of peace when men will return from the battle-
front, and Ukraine will strive to build an equal
and harmonic society.
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SERHII HUZ

CURRENT STATE AND PROSPECTS
OF THE TRADE UNION MOVEMENT

IN UKRAINE

The Ukrainian trade union movement may play a key role in the post-war rebuilding of the country,
as well as during its integration into the European Union. However, trade unions are currently experi-
encing a ruinous decline, being under pressure from both war and the government's ultraliberal poli-
cies. Union membership has reached yet another historic low, and trade union rights have been signifi-
cantly restricted in all directions. It is crucial to restore the ability of trade unions to take an active role in
questions of social dialogue and in advocating for the economic and labor interests of their members,

which will have long-term implications.

ONTHE CURRENT SITUATION
AND PROBLEM DEFINITION

One of the key issues facing Ukrainian society
is ensuring a fair post-war reconstruction of the
country, which includes implementing the gov-
ernment's better socio-economic policies for the
broader population. Trade unions and their in-
ternational partners can play a significant role in
this process by leveraging the potential of social
dialogue. This involves improving labor legislation
and working conditions, ensuring fairer wages in
Ukraine, and ensuring stable, European-oriented
social guarantees, including pension provision.

Moreover, trade unions can facilitate workforce
retraining, which is essential for the reintegration
of returning refugees and addressing structural
changes in Ukraine's economy.

However, due to the ongoing war, trade unions
are facing the challenge of their members being
mobilized for military service. Millions of Ukraini-
ans have been forced to relocate to safer regions
within the country or move abroad, while those
who remain are compelled to work under Russian
shelling, risking their lives and health. The finan-
cial and economic consequences of the invasion
have meant that, for many in Ukraine, life has
turned into constant economic survival due to
job losses, inflation, and austerity. These factors

have significantly accelerated the decline in trade
union membership across the country, further
deepening the crisis of the Ukrainian trade union
movement.

In addition to direct threats, there are also unfa-
vorable political conditions for Ukrainian trade
unions. Ukrainian neoliberal reformers are taking
advantage of the 'window of opportunity' created
by the war to shift the balance of interests in the
Ukrainian economy, excluding trade unions from
the processes of reform and reconstruction. The
government is exploiting the war to alter the bal-
ance of power between entrepreneurs and trade
unions, significantly restricting the influence of
trade unions on current economic processes as
well as future recovery and reconstruction efforts.

In 2022, members of the ruling party and gov-
ernment officials adopted a series of laws (the
Law "On the Organization of Labor Relations un-

the optimization of labor relations and amend-
ments to the Labor Code, as well as the laws "On
Leave," "On Remuneration of Labor," among
others), which drastically restricted trade union
rights and workplace rights. According to them,
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military actions required temporary sacrifices in
favor of business. And although the justification
was the war, much of these legislative changes
had been planned prior to the conflict as part of
a significant liberalization of labor and deregula-

However, with the outbreak of war, the govern-
ment banned strikes, arguing that due to the
Russian invasion, the Ukrainian state could no
longer afford labor rights, social protections, or
employment benefits.

Thus, Ukrainian trade unions find themselves in
a delicate situation—and this is where their inter-
national partners can help. Since public political
actions and protests are unacceptable during war-
time, Ukrainian trade unions need solidarity, sup-
port, and assistance from both the international
trade union movement and trade unions from in-
dividual countries or donors.

ANALYSIS OF THE PROBLEM

After the declaration of Ukrainian independence
in October 1990, the Federation of Independent
Trade Unions of Ukraine (FITU) was created. The
Federation quickly became the successor to the
Ukrainian Republican Council of Trade Unions,
which had more than 25 million members at the
time. The declaration founding the Federation
was signed by 25 republican sectoral trade un-
ions and 24 regional inter-union associations. To-
day, this federation is known as the Federation of
Trade Unions of Ukraine (FTU).

Later, several other large trade unions were
formed in Ukraine: the Confederation of Free
Trade Unions of Ukraine (KVPU), the Federation

sociation of All-Ukrainian Trade Unions and Trade
Union Associations "Yednist," and the Association
of Autonomous Trade Unions of Ukraine. Along
with the FTU, they are part of the Joint Repre-
sentative Body, a trade union federation that rep-
resents the trade union side in the National Tripar-
tite Social and Economic Council for negotiations
with the government and employers. The most

which are also member organizations of the ITUC
and ETUC.

For reference®:

The Federation of Trade Unions of
Ukraine (FTU) is the most representative
national trade union center in Ukraine,
representing the interests of 2.929 million
workers. Itincludes 46 nationwide sectoral
trade unions, uniting 33,991 primary trade
union organizations, 9og district organiza-
tions, 484 regional and Kyiv city trade un-
ion organizations, 423 city organizations,
997 united trade union organizations, 43
territorial trade union organizations, and
25 territorial trade union associations in all
regions of Ukraine.

The Federation of Transport Workers'
Unions of Ukraine (FTWU) unites over
370,000 workers from eight nationwide
trade unions in the railway, automobile,
aviation, maritime, and water transport
sectors.

The Confederation of Free Trade Unions
of Ukraine (CFTU) unites 15 nationwide
trade unions: workers in the mining in-
dustry, automobile, aviation, and railway
transport, healthcare, education and sci-
ence, and entrepreneurs, totaling 170,000
union members.

The Association of All-Ukrainian Trade
Unions and Trade Union Associations
"Yednist" (OVPP "Yednist") consists of
six nationwide trade unions: energy work-
ers, police, maritime transport, insurance
and financial activities, and railway trans-
port, with a total of over 155,000 union
members.

The Union of All-Ukrainian Autonomous
Trade Unions (UAUATU) brings together
160,000 members from eight nationwide
trade unions: workers from the Nation-
al Academy of Sciences of Ukraine, the
Armed Forces of Ukraine, the State Fis-
cal Service, machinists, small and medi-
um-sized enterprises, and the food and
processing industries.

Additionally, there are smaller independent or
autonomous trade unions, such as the "Zakhyst
Pratsi" (Labor Protection) union, or unions that
are formed around the initiatives of public organi-
zations like "Social Movement" and "Labor Initi-
atives", which have a more pronounced left-wing
political direction. However, their influence on the
overall situation in the trade union movement re-
mains insufficient.

1 https://ntser.gov.ua/profspilky/profspilkovi-obyednannya/
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Despite the fact that the USSR collapsed more
than 30 years ago, the Ukrainian trade union
movement is still transitioning from the Soviet
model of trade unions. By analyzing the context
in which trade unions have developed over these
years, we can highlight several key factors that
have dramatically influenced this process.

1. SOCIAL AND ECONOMIC TRANSFORMATIONS

In the Soviet Union and the Ukrainian SSR as
part of the USSR, trade unions were referred to,
using Lenin's expression, as "the schools of com-
munism." In this sense, Soviet trade unions were
part of the overall governance system of the
USSR, playing the role of organizing and manag-
ing labor processes in production and agriculture,
as well as in Soviet institutions of culture, educa-
tion, and medicine, particularly in matters related
to labor relations and social policy.

And so, trade unions were granted broad powers in
legislative initiatives, and the state was obligated
to coordinate its resolutions in these areas with the
trade unions. Trade unions also managed pension
and social security, insurance funds, and various
socio-cultural and sanatorium facilities, which were
transferred from state control to trade union man-
agement backin the 1960s. Practically every Soviet
citizen, starting from their student years, automat-
ically became a member of some trade union.

At the time of Ukrainian independence in 1991,
there were over 25 million trade union members
out of a working population of 27 million.

The subsequent socio-economic reforms imple-
mented in Ukraine led to a drastic and radical
reduction in both the managerial and social func-
tions of trade unions, significantly weakening
their ability to carry out effective policies for pro-
tecting their members' rights.

As aresult, the Pension Fund and all social security
funds were transferred from trade union manage-
ment to government control. Trade unions could
no longer manage these funds for the benefit of
their members, nor could they influence the levels
of pensions or social security. Due to these dra-
matic reforms, pensions and social security plum-
meted to catastrophic levels, failing to meet even
the minimum survival needs.

Although the responsibility for such social poli-
cies lay with the government and parliament, the
decline in wages and the deterioration of social
security also impacted trade unions, drastically
reducing motivation to join or remain a member
of a trade union.

Policies aimed at lowering social security stand-
ards continue to this day, which still directly af-

fects trade unions. According to Grygory Osovy,
the head of the FTU, an analysis of union mem-
bership outflow revealed that approximately
1 million people have left due to their inability to
pay dues, driven by catastrophically low wages

per month after taxes).

2. THE TRANSFORMATION OF LABOUR MARKET

The economic reforms implemented in Ukraine
over the past 30 years have drastically trans-
formed the labor market. In 1991, the majority of
the labor force was employed in the public sec-
tor (which automatically resulted in trade union
membership). However, with the onset of privat-
ization and the mass development of the private
sector, the distribution of labor resources became
highly uneven.

invasion of Ukraine), the employed population to-
taled approximately 15.6 million people (out of 17
million able-bodied citizens, excluding residents of
Crimea and the occupied parts of the Donetsk and
Luhansk regions). Of these, 83% were employed
under formal contracts (according to Ukrstat statis-
tics), while 15% identified as self-employed. At the
same time, the official rate of shadow (informal)
employment was around 20%, though experts es-
timated it to be as high as 30% or more.

By the third year of the war, the employed popu-
lation had decreased to 10.5 million, with approxi-
mately 8 million officially employed (working full-
time). The sectors of the economy with informal
and shadow employment are the least covered
by trade unions because, even for formal reasons,
people do not have employment contracts and
cannot prove their relationship with the employ-
er, which renders the trade union’s work illegal.

According to experts and trade union represent-
atives, organizing trade unions in the private
sector, especially those owned by multinational
corporations (MNCs), presents significant chal-
lenges. Additionally, as noted by representatives
of the FTU, union membership has been affected
by the widespread use of outsourcing by enter-
prises, as well as layoffs resulting from the imple-
mentation of new technologies.

3. DEMOGRAPHIC CRISIS

The ongoing and severe socio-economic crisis,
exacerbated by the war, has led to a significant
its working-age segment. Since 1992, Ukraine has
seen a consistent trend of falling birth rates and
rising death rates, which tripled the birth rate in
the first half of 2024.
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Since 2001, no consensus has been conducted,
making it impossible to accurately assess the to-
tal population, including the working population
that could potentially be involved in trade unions.
The ongoing war, occupation, and mass migration
have made it even more difficult to obtain statis-
tical data.

Currently, most statistical measures estimate the
total population at approximately 35-37 million,
though some experts suggest the figure could be
much lower—around 28-30 million. For compar-
ison, in 1992, Ukraine's population was about 52
million. Thus, the population has decreased by
37% according to optimistic estimates, and by
46% according to pessimistic estimates.

However, when comparing demographic indica-
tors, such as the decline in the working and em-
ployed population, to the reduction in trade un-
ion membership, we observe that the latter has
decreased at a rate three times higher than any
other indicator. For example, the number of FTU
members fell from 25 million in 1991 to 4 million
in 2021 (as of January 1, 2024, it was 2.8 million).
Therefore, the loss of trade union membership
cannot be attributed solely to the demographic or
economic crises.

4. THE INFLUENCE OF WAR ON TRADE UNION
MEMBERSHIP

The Russian aggression against Ukraine caused
two major waves of membership outflow. The
first wave occurred in 2014, following the annexa-
tion of Crimea and the outbreak of war in Donbas.
Trade unions lost members who remained in the
occupied territories of Crimea and the Donetsk
and Luhansk regions, areas with a total popula-
tion of approximately 5 million Ukrainians.

The full-scale Russian aggression in 2022 forced
an estimated 6.7 million Ukrainians to leave the
country, while around 8 million became internal-
ly displaced persons. A portion of the population
also found themselves in newly occupied territo-
ries such as Zaporizhzhia and Kherson. Addition-
ally, the mobilization of Ukrainian men—either
as military personnel, medical staff, or support
workers—further affected the number of trade
union members.

According to the Federation of Trade Unions of
Ukraine (FTU), displacement and mobilization
caused by the Russian war have led to approxi-
mately one million members leaving trade unions
affiliated with the federation. For industry organ-
izations within the Confederation of Free Trade
Unions of Ukraine (KVPU), this resulted in the
loss of nearly one-third of their members. Despite
this, KVPU launched campaigns to attract new

members and train current activists, particularly
in the Dnipro and Kharkiv regions.

The introduction of martial law drastically re-
stricted the ability of trade unions to resist gov-
ernment policies. Strikes, mass protests, and
demonstrations were prohibited, and there was
tacit censorship of public criticism of the govern-
ment. According to FTU, this pressure compelled
trade unions, during the initial months of the war,
to accept strict government policies that limited
labor and trade union rights, including the enact-
ment of laws that altered labor relations under
martial law conditions.

In the face of ongoing challenges, trade unions
have shifted their focus to working within gov-
ernment and parliamentary committees. Their
primary strategy involved proposing amend-
ments to existing bills and drafts of government
resolutions in an effort to improve their posi-
tions. However, according to Hryhorii Osovy,
this approach has proven largely ineffective, as
two-thirds of the trade unions’ proposed amend-
ments are rejected.

The persistent Russian war and the emigration of
Ukrainians to other countries continue to threat-
en trade union membership, potentially leading
to even greater losses in the near future.

5. DISPUTES OVER TRADE UNION PROPERTY
AND LEGAL ACTIONS AGAINST TRADE UNIONISTS

A significant and contentious issue has been the
Ukrainian government's move to confiscate trade
union properties. In November 2022, the Ukrain-
ian Parliament reactivated and approved, in the
first reading, laws aimed at transferring trade un-
ion assets from the Soviet era to state control. This
decision was made despite opposition from the in-
ternational trade union community, including the
International Labour Organization (ILO) and the Eu-
ropean Union (EU), both of which called for the leg-
islation to be withdrawn and for consultations with
the Federation of Trade Unions of Ukraine (FTU).

The Ukrainian Minister of Economy justified the
move, citing the pressing housing crisis faced by
internally displaced persons as a reason for trans-
ferring these properties to government control.

Although these bills were approved by Parliament
only in the first readings, they may be reactivated
and put forward for final voting. Notably, they do
notinclude a list of trade union assets that, accord-
ing to the Ukrainian government, may remain un-
has already frozen 311 trade union assets. One
of the law's authors suggested that these assets
should be privatized, which appears to contradict
the stated reasons for their seizure.
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At the same time, in 2022, non-formal pressure,
lawsuits, and seizures of trade union property
intensified. In December 2022, the State Bureau
FTU with allegedly selling disputed property ille-
gally in 2019. The Kyiv Court arrested the deputy,
set bail at 124 million hryvnias (approximately
€2.8 million), and removed him from his position.
This action could be classified as interference in
trade union activities.

According to the FTU, these lawsuits aim to un-
dermine the financial stability of Ukrainian trade
unions, thereby weakening their ability to func-
tion effectively. Furthermore, as stated by trade
union leadership, such actions can be interpret-
ed as attempts to "threaten trade union leaders
and force them to act differently." The organiza-
tion is currently preparing a lawsuit to the Euro-
pean Court of Human Rights regarding draft law

event of its final approval by Parliament.

In the summer of 2023, a new state attempt to
confiscate trade union assets began after former
People's Deputy Serhiy Kaplin initiated a media
campaign demanding the resignation of FTU head
Hrygory Osovy. The campaign called for the trans-
fer of trade union assets to support the rehabili-
tation and medical needs of Ukrainian veterans.
At the June meeting of the FTU Council, Kaplin
attempted to remove the entire union leadership
by exerting pressure through a group of military
veterans and other union organizations. Howev-
er, the majority of FTU member organizations, as
well as the FTU Council itself, did not support Kap-
lin's initiative.

legedly a new trade union called the Confedera-
tion of Trade Unions of Ukraine. Among the lead-
ers of this organization is Olena Duma, the new
head of ARMA—the official government agency
that has frozen more than 300 trade union assets.
Initially, this initiative was registered in 2017 under
a different name (“Trade Union Attack”) by trade
unions reportedly associated with Duma. When
questioned about a potential conflict of interest
(as the Confederation seeks to compete with the
FTU and its chairman, Kaplin, attempts to remove
property from FTU's control), Duma responded
that she "uses her powers exclusively in connec-
tion with the tasks and functions" of her agency.

In February 2024, the Ukrainian government pro-
posed new powers for ARMA to the parliament,
aiming to simplify the legal transfer of frozen
assets for the rehabilitation and housing of vet-
erans and their families. In response, FTU Chair-
man Hryhoriy Osovy stated that the federation is

"actively working on a global project" to ensure
that sanatoriums and other trade union facilities
"serve the rehabilitation" of veterans.

6. POLITICAL PRESSURE AND ANTI-UNION
PROPAGANDA

Whereas the declarations of sovereignty and in-
dependence of Ukraine, as well as the Constitu-
tion, proclaim the country as a social state, pub-
lic institutions responsible for developing and
implementing social policies have not been es-
tablished over the years. Before independence,
trade unions played a key role in shaping social
policy. However, in the early years of independ-
ence, these functions were transferred to state
bodies and organizations. For instance, as pre-
viously mentioned, the management of pension
and other social insurance funds was taken from
trade unions and entrusted to specialized govern-
ing agencies formed on a tripartite basis—trade
unions, employers, and the state. However, since
the state itself is one of the largest employers, the
influence and role of trade unions in shaping so-
cial policy have significantly weakened.

Moreover, it should be taken into account that
the transformation of Ukraine's political land-
scape has occurred not only under the banners
of fighting for independence against the threat
of Russian colonialism, but also under the dis-
crediting of communist, socialist, and any other
leftist movements. As a result, trade unions have
been portrayed in the media solely as remnants
of a Soviet-style societal governance. Further-
more, there was no distinction made between
"old" trade unions, formed during the USSR, and
"new" independent trade unions that emerged
during Ukraine's years of independence. Both
were equally discredited as pro-Soviet and cor-
rupt organizations. The creation of an oligarchic
state with a media monopoly held by oligarchs
has further fueled the anti-union campaign in
the media.

During the early years of Ukraine's independence,
trade unions had significant influence in shaping
political representation. Many political candi-
dates, from parliamentary to local government
positions, were elected from the trade union envi-
ronment. As a result, the next step to restrict the
political influence of trade unions was to deprive
them and their labor collectives of the right to
field political candidates in elections.

Moreover, it can be observed that political pres-
sure on trade unions increased each time they
attempted to actively defend the rights of their
members or organized—or threatened to organ-
ize—strikes.
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One of the most impactful strike movements in
independent Ukraine occurred during the sum-
mer and autumn of 1993. At that time, the largest
miners' strike in the country’s history took place,
involving 230 out of 250 mines. The strike was
accompanied by marches of strikers in Kyiv. Due
to the pressure from trade unions and the strike
committee, early parliamentary and presidential
elections were announced, resulting in a shift in
power (although not in social policies).

Subsequently, between 1994 and 1997, the gov-
ernment initiated a series of lawsuits aimed at
confiscating trade union property in favor of the
state. Although the courts rejected these confis-
cation attempts during that period, similar tactics
were repeatedly employed whenever trade unions
found themselves in conflict with the government.

This practice took on an even more pronounced
political dimension after the Orange Revolution
(2004) and the Revolution of Dignity (2014), as
successive governments sought to gain control
over Ukraine's largest trade union association, the
FTU. During these years, attempts to seize trade
union property through the courts were comple-
mented by the initiation of criminal cases against
trade union leaders, allegedly in connection with
disputes over the specified property.

The political pressure on trade unions escalat-
ed further with the onset of Russian aggression
against Ukraine. According to some experts, un-
named government officials reportedly threat-
ened to shut down trade unions and label their
leaders as collaborators with Russia if they dared
to organize large-scale protests or strikes during
the period of martial law.

Although these threats were not made public,
they may have significantly hindered the ability
of trade unions to resist large-scale restrictions on
labor and trade union rights, as well as changes to
legislation and practices for resolving labor dis-
putes, starting in March 2022.

At the same time, the Ukrainian government
supported a covert attempt to create a new plat-
form for social dialogue outside the framework
of the existing official forum, the National Tripar-
tite Socio-Economic Council.

In July 2023, Sergiy Kaplin stated that he had ap-
proached the Prime Minister's Office and several
members of parliament with a proposal to create
a new “Council of Trade Union Leaders” to address
the challenges faced by trade unions. In response,
Olena Shulyak, the head of the ruling party and
a member of parliament, along with Halyna Tret-
yakova, the head of the parliamentary committee
on social policy, appealed to the Cabinet of Minis-

ters to support this initiative. According to the Cab-
inet of Ministers, the new forum will bring together
both new trade union leaders and veterans to dis-
cuss social and economic policies with government
officials under the Cabinet’s auspices. The compo-
sition of the council will be controlled by the Cab-
inet. Kaplin remarked that the new council would
function “like a parliament for trade unions,” al-
lowing the FPU leadership to participate alongside
rank-and-file activists.

None of the trade union leaders have confirmed
hearing about this idea or that it was ever discussed
within the trade unions. The FTU has stated that
this could constitute “direct interference in trade
union activities.” According to experts, the risk
lies in the possibility that this new platform could
redirect social dialogue away from existing part-
ners, such as the FTU and KVPU, toward unions
controlled by the government. In a letter to the
Ukrainian government, the European Trade Union
Confederation expressed being “deeply disturbed”
by this development, stating that the council could
be “contrary” to the EU’s social model.

WHAT CAN BE DONE AND THE POSITIONS
OF RELEVANT ACTORS

In June 2024, after nearly a decade of discussions
about Ukraine's prospects for joining the EU, Eu-
ropean leaders agreed to grant the country can-
didate status for EU membership and outline the
framework for future negotiations.

For Ukrainian trade unions, this was expected to
have two significant implications. First, Ukrainian
labor and socio-economic policies would need to
align with EU norms. Second, the EU, through its
political structures and standards, could become
both a guide and a potential source of support
when approaching zones of potential conflict with
the government.

The EU has strict principles and norms regarding
social dialogue, which are regularly communicat-
ed to the Ukrainian government as part of a bi-
lateral agreement, including since Ukraine was
granted candidate status for EU membership.
However, there remains a vague understanding
of the true weight of these agreements from both
the EU and Ukrainian sides.

Given that Ukraine is actively seeking to join
the EU, this provides an opportunity to increase
pressure on the government to change its stance
on trade unions and complete the transition of
trade union operations from the Soviet model to
the European model.
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IMPROVEMENT OF SOCIAL DIALOGUE

social dialogue is functioning poorly, as acknowl-
edged by all parties involved. This dialogue works
worst at the national level, while on industry-spe-
cific, regional, and local levels, trade unions
achieve better results.

The main platform for social dialogue at the nation-

state are represented on an equal basis. Accord-
ing to the FTU, since August 2022, this council has
been practically inactive.

There are other platforms for social dialogue at
the national level: parliamentary and government
committees, the joint representative body of trade
unions, and others. Over the past year, trade un-
ions have reviewed about 700 acts and government
proposals. However, according to H.Osovy, about
two-thirds of the trade unions' suggestions and
amendments are rejected. Participation in social
dialogue has become a formality, while the govern-
ment and parliament have the ability to completely
ignore trade unions' suggestions and positions, due
to the ban on strikes during martial law.

Moreover, there have been cases where the gov-
ernment attempts to imitate social dialogue by
taking it beyond the boundaries established by
national legislation and ILO institutions, creating
so-called forums, conferences, and other events
involving "civil society," often represented by or-
ganizations aligned with government policies. By
replacing social dialogue with representative or-
ganizations with public dialogue with "civil soci-
ety," the state creates mechanisms to ignore the
position of trade unions.

There is an especially critical attitude towards the
existing institutions and partners of social dialogue
from the head of the parliamentary Committee on

expresses distrust towards the current social part-
ners, such as trade union or employer associations,
but also insists on alternative platforms for social
dialogue, where “interested civil society organiza-
tions” would be involved. This approach effectively
blocks existing social dialogue procedures and di-
minishes trade union representation.

At the sectoral, regional, and local levels, the
main problem of social dialogue is the represent-
ativeness and participation of employers. Many
of them ignore negotiation procedures and refuse
to recognize agreements reached or relevant con-
tracts. While a law was recently adopted allowing

the government to extend sectoral, regional, or
local agreements to all enterprises, in practice, the
government does not apply this mechanism. And
considering the widespread refusal of employers to
fulfill all or part of their obligations under collective
agreements, this further reduces labor rights pro-
tection and the level of social dialogue in society.

regulating the basic principles and norms of so-
cial-economic policy and labor agreements for
2019-2021. This agreement has not been revised,
and there is no report on the implementation of
its provisions. Its validity has been automatical-
ly extended until a new General Agreement is
signed. However, the issue with this agreement is
that it does not account for the large-scale chang-
es in social, economic, and labor relations caused
by the COVID-19 pandemic, the war, and the eco-
nomic upheavals it triggered, as well as significant
changes in Ukraine's labor legislation. In fact, this
General Agreement has lost its relevance.

The same can be said about the sectoral agree-
ments, most of which were developed based on
the General Agreement and signed by the par-
ties between 2019 and 2021. This situation clearly
demonstrates the real state of social dialogue in
Ukraine.

INVOLVEMENT OF TRADE UNIONS IN LABOR
MARKET REFORM

In February 2022, taking advantage of the crisis
caused by the Russian invasion, the ruling party
of Zelensky enacted several important labor law
reforms in Ukraine, which were called a "full-scale
attack" on labor rights.

First, in March 2022, the Ukrainian Parliament
bor Relations in Conditions of Martial Law", which
significantly restricted workers' rights (regarding
working hours, working conditions, dismissal, and
severance compensation) and increased employ-
ers' leverage over their workforce. Employers can
extend the workweek from 40 to 60 hours, short-
en vacations, and cancel additional vacation days.
They also have more flexibility in hiring employ-
ees. One provision of the legislation allows em-
ployers to suspend employment contracts, which
does not terminate the employment relationship
completely but stops payment and removes the
worker from their duties. This same law also al-
lows for the suspension of certain sections of col-
lective agreements and limits the rights of trade
unions in the workplace.

Secondly, in July 2022, the Parliament passed Law

allowing employers of small and medium-sized
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enterprises to enter into individual agreements
with their employees outside the framework of na-
tional labor legislation. This law, which promotes
liberalization, essentially states that employers
and workers are equal partners in negotiations and
can draft their own employment contracts without
reference to labor law. The contract, rather than la-
bor legislation or trade unions, becomes the focal
point of any dispute. During its drafting stage, the
law was sharply criticized by the joint EU and ILO
project for violating ILO conventions. Thanks to
lobbying by Ukrainian trade unions, it was adopted
only for the duration of the war, not as a permanent
legislative act.

At the same time, several potentially positive
changes were proposed to bring Ukrainian legisla-
tion in line with EU protection standards, such as
new guarantees against harassment and abuse in

lective agreements.

Finally, it is worth noting that these new measures
were introduced at atime when trade unions' ability
to challenge government policies was severely re-
stricted by martial law. Strikes, mass protests, and
demonstrations are banned in Ukraine, and there is
an informal censorship of harsh criticism of the au-
thorities in public spaces. As acknowledged by the
Federation of Trade Unions of Ukraine (FTU), this
pressure forced trade unions to accept restrictions
on labor rights and union rights in March 2022.

Later, trade unions were forced to focus their ac-
tivities in various government and parliamentary
commissions/committees, where they could im-
prove their positions by proposing amendments to
bills and government draft resolutions. However,
according to the leader of the Federation of Trade
Unions of Ukraine (FPU), Hryhoriy Osovyi, this ac-
tivity has largely been ineffective. According to un-
ion leaders, this has left international advocacy as
an important additional lever of pressure for trade
unions on the Ukrainian government.

ENGAGEMENT OF TRADE UNIONS
IN THE RECONSTRUCTION OF UKRAINE

Since the total cost of compensating for Ukraine's
economic losses is estimated to be at least $486
billion (as of mid-2024), the country faces mon-
umental rebuilding efforts alongside its ongoing
defensive war against Russia.

As for right now, at the international level, this
process has begun through the joint efforts of the
Ukrainian government and its Western partners
under the framework of the Ukraine Recovery
Conference (URC), an official event held annually.

Three annual conferences have taken place so far:
in Lugano in 2022, London in 2023, and Berlin in

2024. Donor countries' governments are not likely
to provide the full extent of the necessary invest-
ments, the Ukrainian government has proposed
a reconstruction program based on neoliberal
principles and the involvement and a special role
of the private sector. Clearly, there is a risk that
the reconstruction efforts will open the Ukrainian
market to corporate interests, not the Ukrainian
public's interests.

Labor rights, employment benefits, and social pro-
tection are just not affordable when the Ukrainian
state budget, necessary to resist Russia. This was
evident at the London Conference in 2023, a sen-
ior member of President Zelensky’s team has con-
firmed their intention to deregulate labor laws, de-
spite violations of EU legislation.

THE NEED FOR TRAINING

Ukraine is undergoing a socio-economic crisis;
jobs and communities are being destroyed; many
are pursuing new occupations and employment
within the country. People are looking for work
that requires retraining, of course, repair and re-
construction are one of the areas where everyone
is trying to find work.

To meet this demand, the construction trade un-
ion "Profbud" has launched a network of informal
persons in Ukraine. These centers provide short-
term training (10-15 days) to acquire new quali-
fications and aim to create a pool of skilled work-
ers for future reconstruction projects. Several of
these centers have been established in partner-
ship with employers and offer courses in occupa-
tional safety, window installation, plumbing, and
other construction skills. These centers maintain
high workplace standards, union membership,
and an element of social partnership for Ukraine's
recovery. The idea is not to reform the entire vo-
cational training sector of the country, but to set
an example ahead of Ukraine’s reconstruction.

Currently, "Profbud" plans to expand the program
with donor support.

RECOMMENDATIONS AND POLICIES

1. SUPPORT FOR TRADE UNIONS AND THE TRADE
UNION MOVEMENT AT THE INSTITUTIONAL LEVEL

Most major trade union associations have estab-
lishedinstitutional resilience and are well-equipped
with internal resources to continue their activities.
At the same time, financial and other institutional
support can be provided to new initiatives aimed
at establishing trade union organizations in the
commercial sector, especially in new industries
not yet covered by the union movement. Such
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institutional support should be complemented
by union training and integration or cooperation
with the existing trade union movement, aiming
to strengthen joint capacities.

Given that hundreds of thousands of Ukrainians
are currently in Germany, trade unions could find
ways to involve them in existing union networks,
familiarizing them with best practices in trade
union work. This could include courses on union
work and activism for those who plan to return to
Ukraine in the future.

Organizing trade union contacts in Germa-
ny would strengthen the connection between
Ukrainian refugees and the union movement in
Ukraine, regardless of which unions they were
members of. This is particularly important for the
youth, who lack experience with union member-
ship in Ukraine.

Moreover, training or experience exchange pro-
grams for union activists in Ukraine can be organ-
ized, especially regarding advocacy campaigns or
labor mobilization, as these tactics will be crucial
for the ability of Ukrainian trade unions to defend
their interests in the future.

More coordinated efforts to organize solidarity
delegations to Ukraine could help create the part-
nerships and relationships necessary for more ef-
fective wartime and postwar support, as well as
campaigns to defend interests. This could include
"twinning" of trade unions with their sectoral col-
leagues in Ukraine or providing more detailed in-
formation on how advocacy can be both effective
and straightforward.

Separately, attention could be given to support-
ing the media capabilities of trade union organi-
zations, training union activists in modern media
communication tools, promoting their agendas
and positions in national media, and building so-
cial dialogue through mass media.

2. SUPPORTING TRADE UNIONS' NEGOTIATING
CAPACITIES WITH THE GOVERNMENT

Germany and other countries’ trade unions can
help their Ukrainian counterparts in demanding
a reasonable recovery for people, including work-
ers, and not just for businesses. Governments
and unions have to demand that Ukrainian trade

unions be allowed to take part in the discussion
of Ukraine’s development after the war as social
partners equal to business and government, at
least in the spheres of labor safety, working con-
ditions, creation of protected places of work, and
wages. All the rights of trade unions and civil serv-
ants that were limited during the fighting should
be restored immediately at the end of the war and
the beginning of the reconstruction of Ukraine.

Also, with the help of their European trade un-
ion partners, unions from all over the world can
guarantee that European rules on employment
are enforced in Ukraine with the participation of
Ukrainian unions in the process of conveying so-
cial dialogue to policy making by the Ukrainian
government.

Reconstruction has to take place with the full
participation of international organizations that
would ensure that the Ukrainian government and
companies adhere to labor safety and other mini-
mum standards enshrined in the ILO conventions
or the General Labor Conventions that Ukraine
has adopted.The government of Ukraine has to
guarantee the functioning of the State Labor In-
spection Service and provide it with funding.This
inspection should be able to go to any enterprise
of any ownership type in case of complaints on
unsafe working conditions.

Ensure that Ukrainian trade unions are able to de-
velop reasonable legislation on the organization
and conduct of strikes and at the national level.
As for the present day, the existing legislation is
especially significant for enhancing the position of
trade unions due to the limitation of their rights
and the deterioration of the social dialogue.

The author pays special attention to the attempts
of the Ukrainian government to replace the social
dialogue with the so-called "“civil dialogue” where
trade unions are not involved. On the contrary,
the support should be given to the social dialogue
atthe governmental level and the best EU practic-
es for its organization.

Support the FPU in its attempt to cancel the laws
that provide for the seizure of union properties
where such seizure is not for a social purpose and
is rather an instrument of retaliation or to weaken
the unions.
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OLENATKALICH

HOW NEGLECTION OF WORKERS'RIGHTS
DELAYS UKRAINE'S ACCESSION TO EU

Brussels' assessment of Ukraine's progress towards EU membership reveals critical failures in social policy
and employment. What is the real situation in respective areas and how the revival of employment will be
a prerequisite for Ukraine's recovery?

plementation of its European integration commitments illustrated the critical situation in the field of
employment and social policy. Comparative analysis of the enlargement package's member states

showed that Ukraine hit the lowest rank in this sphere. It is the only country of 10 that was marked with
1 score (the closest neighbor is Kosovo with 1.5).

The weakness of occupational health and safety at work, and failure to bring a labor law in line with EU
acquis through the involvement of social partners and lack of powers of labor inspections are drawn
as the key obstacles on the path to European integration. These problems were caused not so much
by Russian aggression against Ukraine, but are the result of the strategy of deregulation, the removal
of the state from correcting imbalances, and ousting trade unions from the public sphere chosen long
before 2022. EU's assessments should serve as a basis for rethinking employment policy with more
attention to workers' rights.

This analysis will focus on the main problematic topics identified by the European Commission, such as
labor law, employment policy, social dialogue, social protection, occupational safety, and health at work.

STATE RESPONSETO EMPLOYMENT
CHALLENGES

The European Commission admits that clear data
on employment issues is missing, but notices a few
figures from 2023 like 56.7% of labor force partic-
ipation and the unemployment rate estimated to
Pension Fund of Ukraine, the number of employ-
ees was 8.76 million people and it is gradually de-
creasing. The trend towards a decrease in the num-
ber of people in formal employment is worrying. It
means that fewer people have access to stable and
predictable working conditions. The development
of the employment sector remains spontaneous,
despite the growing role of the state in many other
areas during the war.

The key actor in the employment field is the State
Employment Service (SES), whose functions are

undergoing dynamic transformation. The Gov-
ernment aims to transform it into a body that pro-
motes employment through skills acquisition, job
search, and starting a business, rather than pay-
ing social benefits. The officials cite the following
achievements since 2022:

e more than 200,000 referrals for the recon-
struction of Ukraine were issued within the

(Apwmisa BigHoBneHHS) project;

e approximately 30,000 people (mostly wom-
en) will get retraining within the framework

grant program.
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However, according to the deputy Minister of
Economy, such figures are a “drop in the ocean”,
while Ukraine’s need for workers is measured in

are not working and are not seeking job. Indicators
show that fewer people are ready to rely on the

the trend of a sharp reduction in the number of of-
ficially registered unemployed due to the deterio-
ration of their support conditions.

Changes in the budget of the State Social Insur-
ance Fund in case of Unemployment between
2023 and 2024 is also remarkable. Expenditures
for material support of unemployed people in-
creased by only 1%, while spending for develop-
ing microentrepreneurship grew by 44%.

Despite Ukraine facing an unprecedented labor
shortage due to migration and mobilization, the
average salary remains the lowest in the region

employment.

1. Firstly, there are restrictions on rights of
workers and trade unions, imposed by the
Law of Ukraine “On the Organization of La-
bor Relations under Martial Law” No.2136
(hereinafter referred to as Law No. 2136). For
example, it became difficult for employees to
bargain on wage increases and extra benefits
in collective agreements, as employers can
suspend the application of its provisions.

2. Secondly, temporary provisions of the Law
of Ukraine “On Mandatory State Social Insur-
ance in Case of Unemployment” No.1533-llI
had limited the maximum duration of pay-
ments during martial law to go calendar days,
and the maximum amount of unemployment
benefits is restricted to the minimum wage.

peacetime.

3. Thirdly, the payments in the case of injury or
death of critical infrastructure workers under

an overly bureaucratic mechanism.

4. Fourth, the bodies of the State Labor Service
of Ukraine do not exercise effective control
over the labor sphere. The weakness of labor
inspections is that they do not allow the de-
tection of undeclared work, the scale of which
in Ukraine is measured in millions of people.

When talking about barriers to employment, cer-
tain specific gender aspects cannot be ignored.

Men are exposed to mobilization and it encourag-
ket. However, women's underemployment needs
more explanation.

Now, less than half of women are in the work-
force (48.7%), although virtually all employment
promotion measures target women. Approxi-
mately 80% of people with the status of unem-

of social support for the unemployed is primarily
a women's problem.

The main reasons for Ukraine’s lagging in the field
of women’s employment:

1. Weakening of legal guarantees for female
workers. Law No.2136 lowered the protec-
tion of women, in particular, working mothers
through:

 lifting restrictions on overtime and night work;

e allowing employers to refuse to grant leave
(including annual leave for mothers);

e internally displaced persons (IDPs), 56% of
whom are women, may be required to under-
go probationary period before employment.
Also, UN Women experts, in the context of
difficulties in protecting female workers from
discrimination, mention the limitations of the
powers of labor inspectors during the martial
law period.

2. The growing burden of care work. Talking
about high rates of economic inactivity among
the population, Deputy Minister of Economy
plained, among other things, by the inability
of many women to combine work and family
responsibilities. The accessibility of care and
educational facilities had diminished. Due to
regular air raids, the normal functioning of kin-
dergartens and schools is not stable, and the
number of such institutions located in shelters
remains small. Many women choose to leave
their children at home, but online education
requires adults to be nearby. Not all women
are able to work remotely in accordance with
the Labor Code of Ukraine, which leads to their
exclusion from the official labor market. Wom-
en have been forced to care for their loved
ones who have suffered from the war—both
a result of shelling. During the full-scale inva-
sion, the number of people with disabilities in-
that there are 20% more men with disabilities
than women, we can assume that it is women
who are given the role of taking care of their
husbands, sons, and fathers.
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Unwilling to remove the barriers described above
to women entering the workplace, the govern-
ment promotes female self-employment as an
idealized alternative. Existing programs are be-
ing implemented under the slogans of achieving
gender equality, balancing family responsibili-
ties, and overcoming the gender pay gap. Most
of the newly opened small businesses are run by
women. But the flow of employees into the field
of micro-entrepreneurship poses risks in the long
term: the working conditions of self-employed
persons are not reqgulated, lower taxes are paid,
and most importantly, there is no protection from
trade unions and labor inspections. This employ-
ment model means shifting the burden of the
state onto the population. Instead of developing
a network of kindergartens and daycare centers,
the state offers women flexibility in their own
businesses. However such activity cannot ensure
stable income, regular rest and well-being.

LABOR INSPECTORATES:
ARETHE AUTHORITIES NOT INTERESTED
IN WHAT IS HAPPENING AT ENTERPRISES?

The spread of self-employment is very closely in-
tertwined with informal work. The European Com-
mission emphasizes that Ukraine has not made
any progress in combating this phenomenon.

Since 2021 Ukraine is lacking a legislative act requ-
lating the labor inspection activity. Because of this,
employers almost always question the legitimacy
of inspections carried out by the State Labor Ser-
vice of Ukraine (SLS). Therefore, the total amount
of fines for violations in the labor sphere is ap-
fact even less is paid. At the same time, fines for
violations of tax legislation are traditionally calcu-
lated in billions. During martial law, the situation
became critical, because of the introduction of
a temporary moratorium on scheduled and un-
scheduled inspections. At the moment, all sched-
uled inspections are prohibited, while unscheduled
can be conducted in a very few cases. As practice
shows, labor inspectors do not conduct unsched-
uled inspections on such important issues as cer-
tification of workplaces according to the level of
harmfulness of working conditions, workplace bul-
lying (mobbing), or compliance with the quota for
employment of persons with disabilities.

Currently, the Ministry of Economy is developing
a draft sub legislation that will regulate inspec-
tions conducted by SLS. The explanatory note
states that the adoption of this act will ensure the
protection of workers' rights, contribute to the fight
against the shadow economy, increase the level of
social guarantees, and create conditions for fair and
healthy competition among employers.

Previously, the Government tried not to raise the
issue of developing a reliable legal framework for
the activities of labor inspectorates. Moreover,
some authorities even viewed the enhancing the

But proposed legislation allows inspection visits
only on the issues of identifying unregistered la-
bor relations, reliable accounting of the work per-
formed by the employee, and accounting of labor
costs. Initiating inspections without warning out-
side this scope will be problematic.

This by-law may have limited impact since it
will contradict the act of higher legal force: the
Law of Ukraine "On the Basic Principles of State
Supervision (Control) in the Sphere of Economic
Activity" No. 877 (Law No.877). According to rep-
resentatives of the International Labor Organiza-
tion (ILO), this law in itself is incompatible with
the special nature, requirements and specifics of
the labor inspection system. Limitations on the
powers of labor inspectors are seen about the
possibility of labor inspectors conducting inspec-
tions on their own initiative without prior notice,
about the frequency of inspection visits, and to

Ukraine needs a Law on Labor Inspections as nev-
er before. It should be noted that most of other
candidate countries had prescribed rights of la-
bor inspectors in laws, e.g. Albania (2006), Bosnia
and Herzegovina (2005), Georgia (2020), Moldova
(2021), North Macedonia (1997), Serbia (2015).

IS OCCUPATIONAL SAFETY POSSIBLE
UNDER BOMBS?

As the Commission argues, the system of occu-
pational safety protection lags behind the needs
of the time and does not meet EU standards. The
Law of Ukraine “On Occupational Safety” (1992)
regulates a rather limited range of issues and is
aimed primarily at protecting the physical health
of workers from production factors. The current
occupational safety management system at all
rective actions”, that is, responding to dangerous
incidents and situations, and not according to the
principle of “preventive actions”.

Since the Russian invasion, the nature of the risks
for workers has risen dramatically, although this
fact has not been given attention in occupation-
al health and safety (OHS) legislation. In 2023,
almost 200 workers died from industrial acci-
dents, and about half of accidents were caused
by war. In practice there is a lack of clarity regard-
ing the degree of responsibility and the procedure
for employers to take in an emergency.
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The European Commission has succinctly stated
that existing regulations need a renewal. How-
ever, in this context, it should be noted that the
reform plans announced by government officials
are worrying. Currently, Ukraine is developing
a Bill “"On Occupational Health and Safety of
Workers at Work” (No. 10147), which was adopted
in the first reading on August 21, 2024. Although
this document copies certain provisions from EU
directives, it has caused great complaints from
trade unions for its neoliberal spirit. There is
a risk that it will undermine the existing system
of worker protection, without creating guaran-
tees according to the European model in return.

Compared to existing legislation, it worsens the
situation of employees in the following ways:

* wide discretion of the employer. The lower
threshold of the amount of financing for oc-
cupational safety measures, as well as the fre-
quency of briefings, will not be determined in
the legislation;

* narrowing the employer's responsibility. The
norm that the employer exercises constant
control over compliance with occupational
safety requirements is not prescribed in the
Bill;

e insecurity of benefits. Benefits for harmful
working conditions may be provided if this is
provided for in the collective agreement, but
are not guaranteed by law.

Also the provisions on occupational health and
safety for temporary agency workers are missing.
Although Ukraine is obliged to implement the
Council Directive 91/383/EEC of 25 June 1991 sup-
plementing the measures to encourage improve-
ments in the safety and health at work of workers
with a fixed-duration employment relationship or
a temporary employment relationship.

SOCIAL DIALOGUE: A RECEDING IDEAL

Accumulated problems require a comprehensive
solution with the participation of all social part-
ners, but there is insufficient space for their inter-
action. Social dialogue—the cornerstone of Euro-
pean democratic values—has never played the role
in Ukraine that it does in EU countries. But now
the state is demonstrating extreme disinterest in
guaranteeing freedom of collective bargaining
and protecting the right of trade unions to partici-
pate in decision-making.

To resolve issues arising in the social and labor
sphere in Ukraine, the National Tripartite So-
cial and Economic Council (NTSEC) was creat-
ed in 2021. It consists of 60 members, to which
all three parties to the social dialogue delegate

20 people on a voluntary basis. This body exists
nominally and has not been operational since
2021, as noted by the European Commission.
It was the NTSEC that was supposed to serve as
a starting point for the development of legisla-
tive initiatives by social partners (in particular,
such significant ones as the new Labor Code of
Ukraine). Therefore, representative trade unions
can only criticize those initiatives that are devel-
oped by government officials, but not initiate the
decisions.

The most noticeable social dialogue in Ukraine
was at the local level, which was expressed in the
conclusion of collective agreements and supervi-
sion over their implementation. However, during
the war, there was a significant setback. For the
period of martial law, the effect of the collective
agreement may be suspended at the initiative of
the employer (Article 11 of Law No.2136). This
ian Railways”, “ArcelorMittal Kryvyi Rih”, “Nova
Poshta” etc.

Article 5 of the European Social Charter (Revised)
establishes the right to bargain collectively. It in-
cludes providing ‘machinery for voluntary negoti-
ations between employers or employers' organisa-
tions and workers' organisations, with a view to the
regulation of terms and conditions of employment
by means of collective agreements'. Also free con-
clusion of collective agreements is seen as a guar-
antee of the right to a fair remuneration due to
the Article 4 of ESC(R). But those provisions are
not respected, because authorities do not coun-
teract those employers who decided to suspend
collective agreements unilaterally.

According to the Federation of Trade Unions
of Ukraine (FPU), trade union membership de-
creased by 0.7 million people from 2022 to 20254.
Trade unions faced the direct consequences of the
war in the form of destruction of enterprises and
occupation of territories. But the decline in mem-
bership could have accelerated due to the ina-
bility of trade unions to force employers to fulfill
their obligations. The ILO Committee on Freedom
measures that allow the annulment of collective
bargaining results can destabilize the system of
social partnership and discourage workers from
joining trade unions.

Social dialogue has now been pushed to the side-
lines of political life, but it should be back on track.
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THE NEED FOR A PROGRESSIVE
EMPLOYMENT POLICY

To meet the demand for labor, Ukraine needs
to create a large number of decent jobs. The ef-
fectiveness of programs for training women in
“male” professions should be reconsidered, since
without solving the problem of inaccessibility of
care facilities, the transition of women to such
jobs will not be massive. Outflow of the popula-
tion, primarily women, from the segment of wage
labor into the sphere of self-employment, where
no trade unions exist, will be a harmful “simple
solution”. In the long term, this will mean the im-
possibility of increasing wages, unresolved issues
with the creation of care infrastructure, the pres-
ervation of structural inequality between men and
women in the workplace, etc. Instead of focusing
on self-employment, which shifts risks to ordi-
nary citizens and leads to precarious employment
standards, a model of productive and protected
employment should be at the core of the agenda.
This will require not so much effective manage-
ment and simplified access to employment ser-
vices, but a willingness to interact with represent-
atives of employees. The paradigm must change
from favoring corporations, using wartime to im-
pose controversial reforms and total austerity to
comprehensive incentives foremployment, creat-
ing social infrastructure and solutions agreed with
social partners. The revival of the economy must
begin with increasing wages, deploying massive
projects for the construction and development of
infrastructure facilities, as well as public control
over social standards. The main focus should be
on maintaining the existing staff and gradually
increasing it by opening new industries and at-
tracting a “labor reserve” in combination with the
return of temporary migrants.

PROPOSALS TO THE VERKHOVNA RADA
OF UKRAINE:

1. To abolish restrictions on labor rights and
trade union guarantees provided for by Law
No. 2136, which have not proven their neces-
sity in martial law conditions and hinder pro-
tected employment.

2. Nottoadoptlawsinthesocialandlaborsphere,
to which representative trade union associa-
tions have expressed strong disagreement.

3. Toimprove the regulation of self-employment
by extending to individual entrepreneurs the
norms on the minimum wage, labor protec-
tion, and protection against termination of
relations in case of impossibility of perform-
ing work due to illness.

PROPOSALS TO THE CABINET OF MINISTERS
OF UKRAINE:

1. To prescribe social clauses in procurement
agreements for the reconstruction, in particu-
lar, regarding the payment of wages at a level
not lower than the average wage in the indus-
try and sanctions for the use of undeclared
work (including refusal to continue financing
the works).

2. To develop, together with social partners,
anew Law on Occupational Safety and Health,
because deficiencies in this field threaten hu-
man potential the most. At the same time,
the issue of developing the Labor Code of
Ukraine should not be a priority until the end
of martial law, since the attitude to this issue
polarizes social partners.

3. Todevelopalaw on Labor Inspections, which
will allow labor inspectors to conduct inspec-
tions without restrictions and hold unscru-
pulous employers accountable. The norms of
such a law should have priority over the leg-
islation on business inspections. Sanctions
should be commensurate with the severity of
the offenses (up to the suspension of business
due to the repeated use of hired labor without
concluding an employment contract).

PROPOSALS TO THE EUROPEAN UNION:

1. Monitor compliance with the principles of so-
cial dialogue by Ukrainian policymakers when
developing new draft laws, allocate sufficient
funding for the creation of industrial enter-
prises and social infrastructure, and monitor
compliance with social clauses in public pro-
curement conducted with EU funds.

PROPOSALS TO THE STATE EMPLOYMENT SERVICE:

1. Establish clear interaction with trade unions
when distributing funding for programs to
activate the labor market. Priority should be
given to supporting job creation at large en-
terprises and critical infrastructure facilities,
where trade unions have influence on working
conditions and decision-making. The state
should contribute to retaining the yet em-
ployed population, in particular through sup-
port programs in case of partial unemploy-
ment and reduced working hours.

2. Initiate, together with the Cabinet of Ministers
of Ukraine, the abolition of martial law restric-
tions on the payment of unemployment ben-
efits contained in the Law No.1533 in order to
increase the number of persons who can be
sent to work by SES.
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When financing support for entrepreneurial
activity, the emphasis should be placed on
regions where there are no opportunities for
the creation of industrial enterprises. At the
same time, the targeting of programs should
be strengthened: the recipients of assistance
should primarily be persons from among
IDPs, demobilized military personnel and per-
sons with disabilities who face difficulties in
finding a job.

Guarantee exemption from military service
upon mobilization for 1 year for men who reg-
ister at employment centers after 6 months of
economic inactivity.

PROPOSALS TO THE STATE LABOR SERVICE
OF UKRAINE:

1.

Achieve adequate strengthening of the pow-
ers of labor inspectors.

Aim at combating hidden employment in the
field of platform work and bogus self-employ-
ment.

Consult with trade unions on the priorities of
inspection visits and involve their representa-
tives in such activities.

PROPOSALS TO TRADE UNION ASSOCIATIONS
OF UKRAINE:

1. Conduct active work on the abolition of re-
strictions on labor rights, initiate the devel-
opment of progressive laws in accordance
with EU acquis and prioritize the allocation of
funds to the restoration of social infrastruc-
ture and industrial enterprises.

PROPOSALS TO TRADE UNION ASSOCIATIONS
OF THE EUROPEAN UNION:

1. Increase the capacity of Ukrainian trade union
associations to protect the rights and inter-
ests of their members, monitor compliance
with the principles of social dialogue when
developing new draft laws, and promote the
approximation of social standards in Ukraine
to the European level.
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VLADYSLAV STARODUBTSEV

POVERTY IN UKRAINE DURING THE WAR:
CHALLENGES, CONSEQUENCES,

AND POLICY SOLUTIONS IN THE CONTEXT
OF EUROPEAN INTEGRATION

Poverty remains a critical challenge for Ukraine. Ukraine now is the poorest country in Europe, facing
profound humanitarian and socio-economic crises, exacerbating already vulnerable groups and pre-
vious challenges. Millions of ukrainians are struggling to meet basic needs, the question of poverty
becoming a question of resilience, and personal resources, to persist against Russian invasion.

This brief examines the current state of poverty in Ukraine, its history and context, new developments

and social policies affecting it.
DEFINING POVERTY

Statistics of poverty in Ukraine are ill defined,
and Ukraine had many measures and evaluations
of poverty using different criterias. To limit con-
fusion, | follow estimates from the World Bank,
which relies on the Ukrainian National Poverty
line. Ukrainian National Poverty line updates an-
nually and published on State Statistics Service of
Ukraine website.

CONTEXT

Independence of Ukraine was followed by a steep
and rapid increase in poverty. In many ways, having
inherited the USSR's economic problems, opening
economy and decoupling from Russia, defined
Ukrainian economic prospects and subsequent
rise in poverty. Policies adopted by first Ukrainian
governments significantly worsened the situation;
the problem of poverty was downplayed in the dis-
course, or, even, justified as a necessary sacrifice
needed for rapid transition to a democratic system.
Prevalent economic thinking in the circles of poli-
cymakers in Ukraine was defined by the so-called
“Trickle-down” approach. It was based on a rather
set of dogmas and stereotypes that undermined
poverty reduction efforts.

Turbulent transition and ineffective economic
policies led to a significant decline in the mone-
tary income of the average Ukrainian household
by around 60% in the early gos. This period was
followed by the establishment of a new economic
and social system that took place mainly in 1994—
2005, during the Kuchma presidency. A defining
characteristic of this era was the consolidation
of political and economic power into the hands
of new elite—oligarchic clans and influential eco-
nomic groups, drastically reducing citizenry's pos-
sibility of influencing economic policies.

Ukraine faced the highest relative poverty levels
in 2001, 2008 and 2015, as well as in 2022.

In 2001 Ukraine first adopted a "Complex strategy
of overcoming poverty”*. Under the strategy, law-
makers planned to reduce poverty in Ukraine from
31%to 21.5% by 2009, and absolute poverty down
to 3%. Strategy managed to reduce poverty to
25.8% in 2011. Stabilization from the most radical
“trickle-down” policies, balancing deregulatory
reforms with social guarantees achieved results,

1 [po 3aTBepaAXeHHs KomniekcHoi nporpamu 3abesneyen-
HA peanizauil CtpaTerii nogonaHHs 6igHocTi MocTaHoBa Ka-
6iHeTy MiHicTpiB YkpaiHu; 3axoan, Mporpama Big 21.12.2001
Ne1712.
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however the “Complex strategy of overcoming
poverty” in general wasn't successful. It wasn't
properly implemented and at best overturned
the worst results of economic reforms of the gos
and early 2000s. While stating its goal of creating
a powerful middle class, it resulted in a population
barely above poverty line and limited amount of
social guarantees.

Poverty rate stagnated after. While Ukraine ex-
perienced economic growth, benefits from it had
nearly no effect on the general welfare of the
population, due to wealth concentration by the
high-income parts of Ukrainian population.

Russian invasion against Ukraine in 2014 result-
ed in significant human suffering, loss of life, and
a marked increase in poverty. From 2016 the pov-
erty rate decreased, and then substantially rose
during COVID-19 pandemic and Russian full-scale
invasion.

RECENT DEVELOPMENTS, POVERTY
DURING FULL-SCALE INVASION

From the start of the full-scale Russian invasion,

According to the World bank, as of June 2024,
almost a quarter of surveyed (on controlled by
Ukraine territories) Ukrainians did not have
enough money to buy food at a certain moment.

The biggest risk of poverty is for families with
three or more children or children with disabili-
ties. Before full-scale invasion, these groups ex-
perienced a slow trend of decreasing poverty, the
full-scale invasion reversed that trend. In general,
households with any number of children are more
2024 mentions numbers as high as 80% of chil-
dren living below the poverty line.

Following the report, the UN calculates 14,8 mil-
lion of Ukrainians that are in need of humanitarian
assistance.

Internal displacement due to war created a 4,6
million people group with precarious conditions,
lack of monetary stability and increased risks. Pol-
icy of the government is informed by the false no-
tion of ‘government paternalism’ and assumption,
that government support for Internally displaced
persons would hamper their motivation for im-
provement of their life conditions. Following that
monetary and other forms of support for Internal-
ly displaced persons, limiting those who get social

Hardships related to displacement—high rent cost,
new social environment and problems regarding

employment—forces part of the IDPs to return to
their region, where they face great mental pres-
sure, war-related risks to life, lack of jobs, health-
care provision, safety and many more. Near front-
line regions at the same time have the unequally
high levels of poverty related to regions that are
further from the frontline due to mentioned factors
and limited state-provided social help.

SOCIAL GUARANTEES

Poverty evaluation in Ukraine doesn’t take into
account access to social infrastructure, education
and healthcare. However, all of these affect con-
ditions and quality of life, and are interconnected
with poverty. Mental health crises, limited health-
care coverage and its quality and availability in ru-
ral and frontline areas, are serious non-monetary
factors that influence a person's wellbeing.

People already in poverty have harder access to
education, amplified with regional inequality be-
tween rural and urban spaces. Factors such as
air-raids, artillery fire and other war-related hos-
tilities, occupation, internal displacement, as well
as power blackouts significantly impacted quality
and access to education, disproportionately af-

categories: from low-income families, experi-
encing displacement or migration, with special
educational needs (including the ones connected
to physical and mental health related problems).
These trends are exacerbated by teacher dis-
placement and war-related migration.

Lack of education access and educational losses
affect wellbeing as well as job prospects and so-
cial status, increasing the likelihood of poverty.

LABOUR MARKET

During the full-scale invasion, the government
adopted new reformsto labour law that decreased
security and guarantees for employees.

Unemployment still remains a big problem, while
atthe same time showing improvements. Level of
unemployment in 2021 was around 9%, in 2024 it
is estimated to be 14%. At the same time, there
are certain motivations in Ukraine not to declare
your status as unemployed.

Unemployment is worse for IDPs, who are facing
market reported discrim“i"h'éfi‘bﬁuby employers due
to IDP status, according to IOM), as well as gender
employment differences (women IDPs are signifi-
cantly less likely to be employed).

for returnees to the more dangerous regions.
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Lowest employment rates are found in the front-
line regions or recently liberated areas, where
most enterprises were destroyed and work was
disrupted by war-related hostilities.

Lack of enforced competition and social standards
by proper state policies creates an unusually com-
petitive environment for workers, characterised
by low salaries, lack of collective rights and weak
bargaining power, and weak safety standards.

From 2022, government introduced labour reforms
that:

e limited union rights and bargaining power of
employees;

*  put moratorium on labour inspections, reintro-
duced it later in a weakened form;

* limited and removed number of social provi-
sions and guarantees;

* adopted employer-friendly policies at expense
of employees;

* abandoned principle of tripartism, promoted
by ILO;

* introduced precarious employment forms.

Low wages and insecurity in the labour market are
both contributing to poverty, inequality and men-
tal health crises.

MONETARY HELP

Ukrainian government during the war provided
universal financial help to its population in a size
of approximately 25 dollars. This sum didn’t prove
to be decisive, but at the same time such pay-
ments weren't a financial burden for the govern-
ment. The program of small monetary payments
started in December 2024 and planned to last for
three months.

Ukrainian government provides a limited amount
of monetary help for Internally displaced people.
The Social Ministry headed by Oksana Zholnovych
announced further cuts to IDPs social security.
From her interview, describing intentions of social
everything that is social today, and simply reformat
from scratch the new social contract about social
policy in our state. Many citizens in general are,
in a certain sense, think like teenagers: "The state
owes us: care, help, but | won't try to improve my
conditions, my personal life myself. | am not ready
to take responsibility. And this is the philosophy
that we definitely have to break." It is worth noting
Ukraine's social system is one of the weakest on
the European continent and is incompatible with
EU standards, while the productivity of Ukraini-
ans does not have any significant advantage over

the productivity of citizens of other countries with 72

better welfare and social security systems.

A different approach was at the same time ap-
proved by the government in a “National budget
revenue strategy 2024—2030" in December 2023.
progressive scale for income tax and to introduce
a negative income tax, described as: "The mini-
mum untaxed income to be replaced by the provi-
sion of personal social assistance to persons with
low income”. If significant enough, regular mone-
tary payments for people below a certain thresh-
old could be a powerful instrument of addressing
and preventing increase in poverty, as well as
guarantee minimal social stability in a situation of
full-scale invasion.

A year after the adoption of the strategy, there
has been little progress in its implementation, and
public discourse has been stifled by the influence
of business interest groups. The timeline for the
strategy's realization remains uncertain, as does
its eventual execution. Additionally, the criteria
for social assistance and the extent of the support
to be provided remain undefined.

EU INTEGRATION

Ukraine ratified European Social Charter, 79 of
its 98 paragraphs (excluding system of collective
complaints), yet introduced failed to comply with
European standards of social protection and in-
troduced laws from the start of 2022 full-scale in-
vasion that are in direct breach of European Social
Charter.

Federation’s military aggression against Ukraine
should not have as a consequence the reduction of
protection of the rights recognised by the European
Social Charter.”

Outdated housing policies, lack of addressing
IDPs discrimination, deterioration of labour law
non-conformity with 18 of 23 reviewed situations
on the thematic group “Children, families and mi-
grants”, including housing, labour rights, children
protection and social protection.

New laws adopted in 2022 and 2023 went against
the European Social Charter and worsened
Ukraine’s citizenry social protection with no moti-
vation related to the full-scale invasion and other
war-related issues, in many ways weakening vul-
nerable groups facing challenges of the war.


https://www.unian.ua/economics/finance/nam-treba-zlamati-vse-shcho-ye-sogodni-socialnogo-ukrajina-ne-mozhe-shche-bilshe-rozduvati-socviplati-ministr-socpolitiki-12399186.html
https://mof.gov.ua/storage/files/National%20Revenue%20Strategy_2030_.pdf
https://rm.coe.int/needs-assessment-eng-2/1680a9b407
https://rm.coe.int/european-committee-of-social-rights-conclusions-2023-ukraine/1680b11a8c

EFFECT OF POVERTY ON POLITICS

Those who experience poverty are deprived of
a number of social rights as a result. Their access
to education, healthcare, they experience lack so-
cial capital and connections due to social position
and social discrimination.

Democratic systems demand from their citizens
participation in democratic process, while pov-
erty excludes possibilities of such participation,
creating government bias towards the wealthy
population.

Poverty produces economic dependencies that
are used to justify unproportional sway of em-
ployers on the lives of employees and weakens
bargaining rights or employees.

These factors contribute to the general exclusion
of significant parts of the population from dem-
ocratic system. Strong presence of poverty limits
participation of millions of Ukrainians in the po-
litical system, thus limiting oversight over gov-
ernance and making oligarchy politically unchal-
lenged. This indirect deprivation of social rights,
that caused by poverty, leads to dominance of
oligarchy, and lack of citizenry oversight, leading
to corruption.

Poverty and inequality contributes to societal frag-
mentation, producing social conflicts and divides
between groups.

CONCLUSIONS

Poverty is a range of interconnected problems that
affect social, mental and physical conditions of
a person. It has a great effect on development and
wellbeing of a person, as well as collective devel-
opment of the people and exercise of democracy.

There are weaknesses in approaching poverty
such as lack of finances, not evaluating possibili-
ties and developments available to a person, social
coverage, security and stability, mental risks and
other factors. All of these factors contribute to
poverty, and itself are reasons for poverty.

Evaluating poverty as an array of issues makes the
solutions present itself as a number of wide-reach-
ing social policies in a number of spheres, includ-
ing healthcare and education access, IDPs inte-
gration and support, job security, physical safety
and guaranteed monetary provisions that could
result in highly effective poverty relief measures
and powerful instruments to ensure secure status
above poverty line.

War created new vulnerable categories (IDPs,
frontline regions population, people severely af-
fected by war mentally or physically) as well as ex-
acerbated risks and poverty rates for traditionally

vulnerable groups (large families, people with dis-
abilities and health-related issues, single parent
families).

Lack of social guarantees, low degree of commit-
ment for fighting against poverty, opposing and
contradicting philosophies, goals and approach-
es of different government policies all contrib-
uted to the problem of poverty. Ukraine’s failure
to comply with standards of the European Social
Charter and advancement of the policies that
go against the Charter contributed to weaken-
ing vulnerable groups in the context of war and
bringing them in poverty or at risk of poverty.

FINAL POLICY SUGGESTIONS

Addressing poverty becomes one of the top pri-
orities both for securing Ukraine’s independence
and social rights of its citizens. Ukraine’s and its
partners' commitment to social rights and mini-
mizing misery related to poverty and low social
standards are key to bolstering Ukrainian resil-
ience as well as securing Ukraine’s prosperous
future.

Strong social provisions for IDPs, guaran-
teed employment and training programs
and rent subsidies.

Introduction of anti-discrimination laws to
protect IDPs.

Introduction of redistributive mechanisms
through progressive taxation and capital
gains tax to limit social fragmentation and
finance social programs.

Introduction of substantial negative income
tax.

Repeal of Zero-hour contracts and reforms
to labour law that reduced employee bar-
gaining power and social security.

Strengthening labour inspections.

Adherence to European Social Charter.

Ukraine needs effective measures to move away
from austerity politics, which are especially harm-
ful during the conditions of full-scale invasion and
adopt policies in the spirit of those, which helped
the UK during the Second World War and during
the reconstruction. Ukraine in dire need of redis-
tribution that would both underline the political
message of equality and sharing the burden dur-
ing the hardships of the war and addressing con-
cerns of expanding levels of poverty.

Itisimportant for European politicians to commit
to the realization by Ukraine of the European So-
cial Charter and European integration. Uncom-
mitted position of European politicians in regard
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to Ukraine's European integration translates to
uncommitted acts of Ukrainian government to
pursue alignment with European standards

European policymakers need to prioritize support
for Ukraine, including humanitarian and macro-
financial aid. The most necessary and effective
approach is to provide guaranteed income to
vulnerable categories of Ukraine’s population in-

cluding IDPs, Ukraine’s poor, citizens in frontline
areas—either on a conditional or unconditional
basis. Such measures could not only address pov-
erty, but bolster Ukraine’s economy and domestic
consumption, foster social cohesion, heal social
fragmentation and strive towards making Ukrain-
ian society more resilient, which couldn’t be done
without sustainable poverty reduction.
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VITA SHNAIDER

OBSERVING THE EU'S HOUSING CRISIS
FROM WAR-RAVAGED UKRAINE:

A RISK OR A CHANCE FOR A EU-PERIPHERAL
HOUSING SYSTEM?*

*The article was prepared between September and November 2024 and does not account for the new-
est developments in the EU and Ukrainian housing policies.

"Europe faces a housing crisis, with people of all ages and families of all sizes affected. Prices
and rents are soaring. People are struggling to find affordable homes. This is why, for the first time,
I will appoint a Commissioner with direct responsibility for housing. [...] Typically, housing is not
seen as a European issue. Some might say we should not get involved. But | want this Commission
to support people where it matters the most. If it matters to Europeans, it matters to Europe.”

"For the oppressed, housing is always in crisis. [...] Discrete moments when housing crises be-
come acute tend to be interpreted away as exceptions to a fundamentally sound system. But it is
an ideological distortion. [...] Housing crisis is a predictable, consistent outcome of a basic charac-
teristic of capitalist spatial development: housing is not produced and distributed for the purposes
of dwelling for all; it is produced and distributed as a commodity to enrich the few. Housing crisis
is not a result of the system breaking down but of the system working as it is intended.”

(David Madden and Peter Marcuse, 20167)

European integration has become a common-sense discussion topic among Ukrainian policymakers
and civil society actors in recent years. It is believed that the EU has unlimited capacity and persistent
will to change the track of Ukrainian development to guarantee economic growth and democratic de-
cision-making. However, the EU itself is constantly transforming in an attempt to catch up with the

Currently, housing constitutes an urgent issue common to Ukraine and the European member-states.
Both European and Ukrainian citizens experience energy poverty, housing shortage and housing un-
affordability. Although European countries developed much more sophisticated financial mechanisms
in housing provision, yet, they face financialisation which makes it more difficult to access housing
for the general population. Ukraine with its depoliticised housing system based on mass privatisation
and oriented exclusively on private homeownership and revolving around private construction faces
the war-imbued destruction of housing stock. How could the EU, where in July this year Ursula von der
Leyen proclaimed the housing crisis, assist Ukraine with rebuilding homes?

1 Directorate-General for Neighbourhood and Enlargement Negotiations. (2024, July 18). Statement at the European Parliament
Plenary by President Ursula von der Leyen, candidate for a second mandate 2024-2029. [News article].

2 Madden, D., & Marcuse, P. (2016). In defense of housing: The politics of crisis. Verso Books. p.10
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This policy paper provides an overview of the Ukrainian housing system, followed by a brief explana-
tion of how the EU navigates the union’s housing policy and directs the housing systems of its member
states and concludes with some ideas of what might happen to Ukrainian housing policy in case of
the integration. The paper is based on the secondary sources about housing systems in Ukraine and

paper encourages policymakers to think contextually and in solidarity rather than striving to replicate

best practices from one place to another.

CHAPTER 1: UKRAINIAN HOUSING
SYSTEM AND EXISTING REGULATIONS

The Ukrainian housing system was shaped by the
socialist experience, privatisation reforms in the
post-socialist period and the consequent estab-
lishment of the “developer finance” mechanism*
for new constructions. The war has been dramati-
cally intervening in the existing system, contribut-
ing to a lack of decent housing and a shortage of
domestic pull of capital to finance new homes. So
far, current initiatives from the national govern-
ment, backed up by international and foreign do-
nors demonstrate the striving to retain the status
quo in the national housing system by financing
private construction companies and promoting
homeownership.

1.1. TENURE STRUCTURE

Overnight in 1992° Ukraine went from the social-
ist system—where housing had been considered
a public good and provided based on the need with
low rents indiscriminately—to the fully privatised
housing markets with any social agenda and state
intervention being stigmatised. The perception of
social assistance from the state as being bad and
distorting competition prevails in public discourse
to this day in the spirit of “zombie communism"®.
Some municipalities even during the war dismissed
the idea of rent regulation or social housing pro-
gram as bringing a distortion to the market.

To start with, socialist buildings dominate the na-
tional housing stock, which was privatised by sit-
ting tenants for the symbolic price’. This created
a pool of debt-free homeowners (95% of Ukraini-
ans resided in the homes they owned as of 2013)%,
who are, yet, estimated to be impoverished, indi-

1

3 Housing Europe is the European Federation of Public, Co-
operative, and Social Housing providers, functioning since 1988
and uniting 44 national and regional federations and 16 partner
organisations across 31 countries.

4 Chiquier, L., & Lea, M. (Eds.). (2009). Housing Finance Poli-
cy in Emerging Markets. World Bank Publications.
5 The Law on housing privatisation dates 1992.
6 Chelcea, L. & Drutg, 0. (2016). ‘Zombie Socialism and the

Rise of Neoliberalism in Post-Socialist Central and Eastern
Europe’, Eurasian Geography and Economics, 57, 4-5.

7 Struyk, R.J. (1996). Housing Privatization in the Former Sovi-
et Bloc to 1995. In: Andrusz, G., Harloe, M., and Szelenyji, I., eds.
Cities After Socialism. Urban and Regional Change and Conflict
in Post-Socialist Societies. Oxford: Blackwell.

8 UNECE. (2013). Country Profiles on Housing and Land Man-
agement. Ukraine. United Nations, Geneva, Switzerland. P. 19.

leave alone performing capital renovations of
their flats*.

Furthermore, privatisation had built on exist-
ing inequalities of socialist housing distribution.
In the USSR, some people were waiting for their
apartments in housing queues and meanwhile re-
sided in dormitories or shared “komunalka”. When
Ukraine proclaimed privatisation reform these
citizens found themself on the losing side, being
able to privatise only a couple metres of their liv-
ing space in deindustrialised neighbourhoods.
Even more so, people who did not have any home,
or those who could return home only after the in-
dependence (like Crimean Tatars) did not have
anything to privatise, sometimes resulting in land
occupations.

Moreover, although housing privatisation theo-
retically would transfer the responsibility of hous-
ing maintenance to owners, in practice, buildings
remained standing on municipal land plots, and
common areas (rooftops, basements, elevators,
staircases) did not acquire owners. The multi
apartment buildings in cities are still mostly man-
aged by municipal enterprises, which got their
budgets cut after socialism. As a result, housing
maintenance remains an unresolved issue with
plenty of Ukrainian housing stock being deterio-
rated and energy inefficient.

Finally, the purchasing ability of the general pop-
ulation is low. Despite the existence of the Law on
Social Housing, there is almost no social housing
stock (around 1098 social housing units for the
whole country) and no state program financing
its development. The rental market is exclusively

9 Alberini, A., & Umapathi, N. (2021, May). What Are the
Benefits of Government Assistance with Household Ener-
gy Bills? Evidence from Ukraine (Policy Research Working
Paper No. 9669). World Bank. Retrieved from https://open-
knowledge.worldbank.org/bitstream/handle/10986/36197/
WPSg669.pdf

10 In 2022 the official data showed that prior to the full-
scale invasion 48,9% of Ukrainians lived in overcrowded con-
ditions, and 40,1% of households did not carry out any major
repairs of their housing. All this considering that 71,3% of
households reside in housing built in the 1960-1980s. Source:
State Statistics Service of Ukraine. (2022). Social and Demo-
graphic Characteristics of Households of Ukraine (According
to Sample Survey Results). Kyiv: State Statistics Service of
Ukraine, p.27, p.30.
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private and shadow, with unregulated rents and
unreported rental income. Before the war, the
share of renters was between 5 and 12%". There-
fore, people who cannot afford homeownership
and rent, ought to rely on their families and live in
overcrowded conditions or inherited apartments.

1.2. PRIVATE HOUSING MARKET PRIOR TO THE WAR

Ukraine, akin to other East European countries,
suffered from the consequences of Global Finan-
cial Crisis (GFC) with devaluation of national cur-
rency, drastic increase of interest rates, collapse
of housing prices and high default rates. To deal
with the crisis, the national government banned
new Forex lending for individuals. Since then, the
volume of mortgage loans dropped by 66% and
the mortgage-to-GDP ratio remained below 5%.
Considering the later political and economic per-
turbations in the country, it became very uncom-
mon and perceived unsafe for households to take
mortgage loans.

Instead, the pre-sale “developer finance” mech-
anism—the acquisition of construction funds
through individual investments—became a rou-
tine for prospective homeowners. Until 2022 the
land market remained under the sale moratorium.
In cities, it meant the inability of private actors to
purchase land directly from the municipalities.
Usually, the construction company would either
purchase a property with land or lease the land
from the municipality, create a detailed plan of
the building, and sell the rights to the future flat
to private investors. After the construction is
finished, investors would step in their rights as
homeowners, and the construction company
would step away. Considering that construction
companies often did not have the land to use as
collateral, they would not as a rule rely on assis-
tance from banks. Instead, construction compa-
nies would function as banks themselves, allow-
ing instalment payments to aspiring investors.
Once the building was completed, the price of
the finished flats typically increased by 30-50%,
reflecting the risks associated with investing in
unfinished properties. As described by Liasheva,
alongside the spread of pre-sale developer fi-
nance in Ukraine by 2019 there has consolidated
a group of investors—workers of the IT industry,
labor migrants, foreigners, etc**. For these groups
of people with excessive capital, an unreliable

11 UNECE. (2013). Country Profiles on Housing and Land
Management. Ukraine. United Nations, Geneva, Switzerland.
P. 19. for 5% and Bobrova, A. "Housing and War: Housing Poli-
cy in the FirstYear of the Full-Scale War." CEDOS, 2023 for 12%
in February 2022.

12 Liasheva, A. (2019). Zpilishchnyj bum v postkrizisnom
Kieve: Rost bez finansov [The housing boom in post-crisis
Kyiv. Growth without finance]. Topoackme WccnegoBanus
n MpakTtunkwy, 4(3): 60—70. DOI: 10.17323/usp43201960-70

banking system did not encourage investments,
whereas investing in housing remained a stable
source of additional income through rent or re-
selling. At the same time, “developer finance” has
conditioned an internal housing market, function-
ing almost exclusively with domestic capital.

1.3. PRIVATE HOUSING MARKET DURING THE WAR
AND WAR-TIME HOUSING PROGRAMS

The war exacerbated the existing problems. Over
the last two years, 10% of total housing stock
was damaged or destroyed®, directly affecting
2 million households. At the same time, rent pric-
es jumped uncontrollably, increasing by 210% in
some cities. Collective sites, created by munici-
palities and NGOs, are temporary and scarce (only
2—4% of IDPs reside there)**. Humanitarian organ-
izations provide financial and organisational assis-
tance to collective sites but cannot offer any mid-
dle-term or long-term housing solutions. And the
ad hoc housing projects, popping up unsystemat-
ically, funded by public and private foreign donors
to provide temporary dwellings, lack the path for
integration in the current legislative system.

Meanwhile, the government, supported by the
World Bank and European Commission financial
institution EIB and EBRD, launched the program
of compensation for damaged and destroyed
housing eVidnovlennya as well as the subsidized
mortgage program YeOselya. Both programs
are oriented toward restoring homeownership
through the support of the construction sector
(private development companies). At the same
time, so far there has been no tangible attention
to the problems of renters (whose numbers grew
rapidly) and vulnerable people (who for a variety
of reasons cannot access eOselya or eVidnovlen-
nya programs). The dangers of these programs
that disproportionately benefit homeowners
from Ukrainian-controlled territories include not
only the potential lack of finances to fund eVid-
novlennya, but also the pitfalls of “house price/
privatised Keynesianism”*> with already vulner-
able households being encouraged to take on
mortgage debt with eOselya program. In the
third chapter, the pitfalls of predatory lending are
discussed in more detail, considering the similar
tendencies occurring in CEE countries after their
integration into the EU.

13 World Bank, Government of Ukraine, European Union,
and United Nations. Ukraine: Third Rapid Damage and Needs
Assessment (RDNA3), February 2024.

14 International organisation for Migration (IOM), Ukraine
Displacement Report, April 2024.

15 Crouch, C. (2009). Privatised Keynesianism: An unacknowl-
edged policy regime. British Journal of Politics and International
Relations, 11(3), 382-399.
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Thus, the war has distorted a housing regime com-
mon for post-socialist countries**—socialist hous-
ing stock has been severely shrunk and the tenure
structure of mass homeownership has been un-
dermined. Considering the 6.5 million Ukrainians
displaced abroad, some of the pressure has been
redirected from housing provision in Ukraine to
elsewhere. But the question of housing 3.7 million
internally displaced people and potential return-
ees remains pending. The data shows increasing
numbers of poverty with g million Ukrainians liv-

to be originally internally displaced. The lack of
affordable housing in Ukraine (no matter social
or private rental) is making people return to their
homes: 16% of 4.4 min returnees stated the lack
of affordable housing as a primary reason to re-
turn home, meanwhile affected people continue
At the same time, the “developer finance mech-
anism” which has been serving well-off people is
not accessible to the majority of the population
who now are losing to the warfare their homes
privatised from the state earlier.

The question is whether EU integration can offer
Ukraine some new financial and political mecha-
nisms to ensure housing is affordable and accessi-
ble for the population in a post-war state.

CHAPTER 2: HOUSING POLICY
ATTHE EU LEVEL

Housing has always been a highly politicised topic.
Despite shelter constituting a basic human need,
housing in liberal market systems has been com-
modified to a much greater extent than health or
education—which are primarily publicly provid-
ed services in Europe. Housing became a storage
of excessive capital, used to generate constantly
growing revenues. Hence, the value of housing in
European politics has been shifting increasingly to-
ward its predominant use as a financial instrument.
This leads to escalating rent prices, shortage of
available apartments, growing homelessness and
spreading of tourist short-term rentals—all result-
ing not only but also from the incentive of landlords

16 Allin all, the combination of mass homeownership and
low mortgage-to-GDP ratio place Ukrainian in the type of
familial residential capitalism, comparable to the peripheral
European countries (according to Schwartz and Seabrooke’s
“varieties of residential capitalism” (VoRC) typology).

17 “Most damaged properties (86%) are primary residenc-
es and the majority (57%) of them are located in the frontline
raions” according to International Organization for Migration.
(2024). Ukraine—Housing, Land, and Property: Ukraine residen-
tial damage, property rights, and recovery.

to maximise the profits from the real estate’®. The
European Union does not consider housing a ser-
vice of general interest (akin to energy, water, and
public transport), thus, EU member states are not
allowed to disrupt the competition in their housing
markets with social agenda. Housing Europe re-
searchers compare the housing market to a broken
tap—there is a leak designating the people falling
out of the system, being unable to access afforda-
ble housing options. While the EU’s approach is
to designate social housing to take upon itself the
deficiencies of the market by targeting vulnera-
ble groups, this approach cannot solve the root of
the leak problem for all who fall out of the system.
What has to be done is to close the tap—to address
the financialisation of housing rather than some ef-
fects of housing unaffordability.

The main aim of the European Union Treaty was to
create a single internal market that would ensure
the free circulation of goods, services, and capi-
tal as well as fair competition between member
states. Accordingly, the legislation on competition
was positioned in the center of the union’s policy,
resulting in the general prohibition of state aid,
with only some sectors being exempted from the
ruling. To ensure economic stability and growth,
the European Commission regularly examines the
budgets of member states for compliance with
the EU’s fiscal rules. Those countries which have
budget deficits beyond the permitted levels have
to apply cuts and austerity measures to their pub-

development in all European countries™.

The housing policy so far remains a competence
of individual member states, therefore, the EU
cannot directly influence national housing poli-
cies. Inthe next subchapters, | overview the points
of intervention in the hands of the EU to influence
member-states housing policy in a broad sense
from the public housing development to the roll
out of housing finance.

18 Gabor, D. & Kohl, S. (January 2022). "My Home is an Asset
Class”: The Financialization of Housing in Europe. The Greens/
EFA: Brussels.

19 “The Maastricht Treaty specifies reference values for the
general government sector of the various EU Member States:
3% of gross domestic product (GDP) for the government deficit
and 60% of GDP for government debt (the Maastricht criteria).”

20 More details on the uneven benefit of EU policies on hous-
ing companies in the private and public sector in Vincze, E. &
Betavatzi, E. (April 2024). The Impact of EU Policies on Housing
and Urban Development. Rosa Luxemburg Stiftung: Brussels.
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2.1. SOCIAL HOUSING AS A SERVICE OF GENERAL
ECONOMIC INTEREST

Currently, social and public housing falls under
the category of SGEI (services of general eco-
nomic interest)—meaning the social housing sec-
tor is subjected to competition rules but can get
exemption from the state aid prohibition if the
sector exhibits public service obligations (Arti-
cle 106(2) of the Treaty on the Functioning of the
European Union). This sets housing apart from
other social services like public health or educa-
tion systems which are considered non-economic
in nature and do not require specific exemption.
The same social function but followed by finan-
cial transactions makes housing an economic ser-
vice in the EU.

Therefore, if the EU Commission decides that
a country’s social housing sector is too extensive
and disrupts the competition in the housing mar-
ket it can push a country to limit the social hous-
ing sector. There occurred two notorious cases in
Sweden and the Netherlands where their univer-
salistic social housing systems were undermined
and transformed to comply with the competition
law into a more targeted system. Sweden did it by
obeying and transforming the national laws. The
Netherlands did it by limiting the beneficiaries
of the social housing after the European General
Court ruling:

“In light of the extensive leeway that the
Member States have in terms of defining
a SGEI, the EGC ruled that this preroga-
tive must be exercised in keeping with Eu-
ropean competition rules and the rules
of the internal market, and that in order
to be compatible, and therefore to quali-
fv for exemption from the rules against
subsidies, the State subsidies had to be
granted in accordance with various cri-
teria. [...] for instance, required an accu-
rate and clear definition of the general
interest mission granted and a link to
the beneficiaries of this service, namely
economically disadvantaged persons.”

(p.9 of the ruling, 2018)**

According to Housing Europe experts, the transi-
tion to a more targeted system has several nega-
tive effects. First of all, people with middle income
like nurses, teachers, and firefighters now struggle
to find affordable housing near their workplace in
central areas of big cities, giving an example of
Amsterdam (Housing Europe expert 1). Secondly,

21 Judgment of the General Court (Eighth Chamber, Extend-
ed Composition) of 15 November 2018 Stichting Woonlinie and
Others v European CommissionT-202/10 RENV Il and T-203/10
RENV II. Date : 23/11/2018; Auteur : Virginie Toussain

the change has led to the residualisation of social
housing—it becoming a place primarily for the
poorest households with other families leaving
the buildings and blocks and negatively affecting
the social mix (Housing Europe expert 2).

Still, when weighed against housing’s position in
the economy, its social function remains second-
ary in the perception of the EU Commission. It
is also true for the judgments of the Directorate
General for Economic and Financial Affairs, over-
viewing the states’ budgets and prescribing aus-
terity measures in the cases of deficits.

"Actually austerity measures are not
working and if you take money out of key
infrastructures, like education, care, so-
cial housing, social accompanying, it has
a detrimental effect in the long-term on the
well-being of people. [...] But still, the ap-
proach of the Commission is more austerity,
and this July [2024] they started the exces-
sive deficit procedure against 7 countries.
[...]The Commission is so fixed on the deficit
rates, that you need to always save money,
to respect the Maastricht criteria, you can’t
have more than 3% of the GDP deficit, and
basically all the expenditure that is linked to
social housing is on this sheet, contributing
to the deficit, so a lot of countries say: 'OK,
then we will not construct social housing
now.'So this is actually stopping a lot of our
[social housing providers] construction in
some countries.”

(Housing Europe, expert 1)

2.2. REPRODUCING INEQUALITIES BETWEEN
EU-CORE AND EU-PERIPHERY

Clearly, each European state has a distinct hous-
ing system, this includes not only the difference in
their tenure structures and the percentage of so-
cial housing in the total stock but also the diverse
and changing mechanisms of financing within the
housing markets. These factors influence the rela-
tionship between the EU Commission and mem-
ber states. According to a Housing Europe expert,

"We see that the Commission is using dou-
ble standards, big countries like Germa-
ny or France can get away with a higher
[excessive budget] deficit and the smaller
countries like Greece, Slovakia, Romania,

/4

they really need to ‘eat less'.

(Housing Europe, expert 1)

Why does this happen? One of the major reasons
for such inequality is how states’ public spend-
ings are structured. The simple way to finance
social housing is for a Housing Ministry or Public
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Housing Fund to lend money to social housing
providers—this would be treated as public debt.
However, some countries developed more so-
phisticated schemes which provide "sufficient
distance between public sector and social housing
companies for them to be considered off balance
[non-public or private—V.S.] from the point of
view of the calculation of public debts and budget
deficits” (Housing Europe, expert 2). For example,
in France, 70% of the capital investment coming
to finance social housing comes from a private in-
stitution which manages saving funds and is pub-
licly owned (Caisse des Dépots et Consignations).
"And the EU Commission knows what’s happening.
And it says 'Fine. From the public deficit point of
view, we call it private and from the market dis-
tortion point of view, we call it public'.” (Housing
Europe, expert 2).

Thus, to develop a social housing fund, a country
without historically accumulated social housing
stock and constrained by GDP would have not
only to act from scratch in terms of experience
and capacity-building of housing operators and
managers but also to find a way to overcome the
limitations of European fiscal rules. And even if
there is a political will to develop social housing
stock, this might not be supported by the EU:

“Let’s say you're this CEE country and you
set up a new agency or fund or some new
mechanism to deliver public housing you
need to seek approval from the EU Com-
mission and it has happened that pro-
grams have been rejected as not being
compatible with SGEI requlations or fair
competition.”

(Housing Europe, expert 2)

Furthermore, the fiscal limits combined with the
competition law, influence the readiness of some
countries to develop the social housing stock at
all. According to the Housing Europe expert (2):

"I have been in contact with a country in East-
ern Europe quite a lot recently. They have a
small public housing sector today which is
housing they didn't fully privatise from the
former communist system. [...] And they re-
alised that for the first time in 20-30 years,
they had to build new social housing. And
what | heard from people from this country
is that the opinion of the Commission in Swe-
den and the Netherlands is very confusing
to them and it gives them some doubt about
what possibilities they have for their new
public housing. They are afraid of putting lots
of effort into setting up a system of providing
public housing and in the end, it’s all a waste
of their time, because the EU Commission

[might] say 'No-no, you can't do this." So it
gives them a lot of doubt about what pos-
sibilities they have. And that’s probably the
biggest impact that | see in these countries
with small public housing sectors today.”

As a result, the EU-core countries have at thei
disposal a variety of schemes for shaping the pub-
lic housing sector, strengthened by their often
better economic situation and larger revenues
to issue public debt. In contrast, new and EU-pe-
riphery member states are often struggling with
lower GDP and absent alternatives to direct pub-
lic investment, preventing them from developing
social housing stock even when there appears to
be a political will to develop this sector. Thus, in-
stead of setting priorities and levelling up the help
to the sector according to need, the EU preserves
the unequal disposition of its member states in re-
lation to their public housing development.

2.3. OTHER EU POLICIES TOUCHING
UPON THE HOUSING SECTOR

Housing policies and markets are deeply embed-
ded in other spheres of social and economic life.
Whereas competition rules are the exclusive com-
petence of EU bodies, some shared competencies
are influenced by the EU as well. Social policy,
policies on territorial cohesion, environment and
energy have an explicit impact on the quality of
dwelling of European households. For example,
(2024) sets a target to fully decarbonise the EU'’s
building stock by 2050. This means that landlords
and housing operators have to invest in energy
renovations (more energy-efficient heating sys-
tems, insulation etc). This directly influences the
economy of the tenants: if the country does not
introduce rent support or caps on rent increases,
the cost of renovations could end up not at the
landlord's but at the tenant’s side. The EU also in-
troduces funds to facilitate renovations through
loans and partial compensations to smooth out
the process. Similarly, in other fields, it is the re-
sponsibility of member states to follow the direc-
tives, but the union usually provides financial as-
sistance and policy guidance.

The main issue lies in the discrepancy between
“administrative traditions” in different member
states. Similarly to the social housing systems,
the less groundwork and political will the country
has to channel and overview the investments ar-
riving with the EU policies, the more detrimental
their effects can be on the lives of ordinary citi-
zens. And the injustice stems from denying the
peripheral countries a tradition of robust housing
policy-making. The socialist period is considered a
waste and a useless interruption of history, despite
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producing mass housing and introducing Europe
to a system dominated by publicly owned housing
as a substantial share of the tenure stock. In effect,
the privatisation and restitution policies have in-
terrupted and disparaged the “tradition” of state-
led housing policy and not vice versa.

2.4. FINANCIALIZATION OF HOUSING AND CAPITAL
MARKET UNION

Yet, the public housing sector constitutes only
a smaller part of the housing system of any EU
country. Most of the housing in the EU is privately
owned, either by individual landlords or by large
housing companies. Owner occupancy and pri-
vate rentals dominate the tenure structure, as
homeownership remains the prevailing ideology
in Europe*. Similarly, the public debt of EU mem-
ber states lags behind the private debt, a big part
of which is household debt in mortgages™. Colin
Crouch prescribes the growth of private debt to
what he calls “privatised Keynesianism”—a new
policy regime developed over the 30 years be-
fore and culminating in the Global Financial Crisis
(GFQ). “Instead of governments taking on debt to
stimulate the economy, individuals did so” in the
environment of unregulated financial markets
which enabled irresponsible and predatory lend-
ing, having led to the financial collapse*“.

Housing has been at the centre of the crisis since
it is seen as an asset that typically only increas-
es its value after purchase, representing a perfect
collateral. Getting ever more involved in finan-
cial operations, housing becomes financialised*.
And although housing financialisation is seen as
an opportunity to free more finance, its effects on
how housing is perceived, produced and used are
adverse for a tenant. Housing ceases to serve as
a shelter and a space of social reproduction, it be-
comes a space for production of capital, regardless
of whether it is occupied or vacant, short-term or
long term, decent or deteriorated.

Housing financialization enables growing inequal-
ity not only between the aspiring and actual prop-
erty owners, but between the core and periphery
countries. As Dorothy Bohle explains®®, peripheral

22 Kohl, S.(2020). The political economy of homeownership:
A comparative analysis of homeownership ideology through
party manifestos. Socio-Economic Review, 18(4), 913-940.

23 Bohle, D. (2017). Mortgaging Europe’s periphery (LEQS
Paper No. 124/2017). LSE 'Europe in Question' Discussion Paper
Series. London School of Economics and Political Science, p.3.

24 Crouch, C. (2009). Privatised Keynesianism: An unacknowl-
edged policy regime. British Journal of Politics and International
Relations, 11(3), 382-399.

25 Gabor, D. & Kohl, S. (January 2022). "My Home is an Asset
Class”: The Financialization of Housing in Europe. The Greens/
EFA: Brussels.

26 Bohle, D. (2017). Mortgaging Europe’s periphery (LEQS
Paper No. 124/2017). LSE 'Europe in Question' Discussion Paper
Series. London School of Economics and Political Science, p.3.

(specifically post-socialist) EU countries prior to
GFC became entrenched in cheap and ample cred-
it from wholesale interbank markets and foreign
currency mortgage lending (FOREX) due to the
free movement of capital framework suggested
by their accession in the European Union. Howev-
er, due to their reliance on the foreign financing,
during the GFC peripheral EU countries experi-
enced sudden interruptions in capital flows which
led to banking crises, to solve which they had to
turn back to the creditors.

Yet, as the GFC originated in the US, there it
was the flawed securitization® of private debt in
housing mortgages by major lending institutions
that catalysed the market collapse. The secu-
ritization is a mechanism employed by banks to
spread the risk and provide liquidity. And while
the GFC had a detrimental effect on indebted
households that suffered predatory lending by
losing their homes to banks in foreclosures and
on buyers of securities some of which being pub-
lic institutions made losses to their communities,
recently the EU has put efforts in reframing secu-
ritisation of mortgage lending as “simple, trans-
parent and safe” (STS)*® in the Capital Markets
Union (CMU) proposal.

CMU proposal has been discussed since 2014 as
through the creation of a single borderless cap-
ital market in the EU. According to Fernandez
and Aalbers, this goal is to be achieved through
enabling the free movement of collateral, with
housing established as the most liquid and relia-
ble: “This absence of requirements regarding the
collateral used in the STS process is the chief mo-
tivation for us to believe that this new financial
infrastructure will result in an increase in hous-
ing finance.”*° Researchers suggest that the ef-
fect of CMU will be the “rescaling” of secondary
mortgage markets from the domestic markets to
a pan-European market. In their opinion, this pro-
cess will reduce the differences between national
housing finance systems, by rolling-out the secu-
ritisation and increasing mortgage-to-GDP ratio.
All in all, this policy would spread and reinforce
housing-centered financialisation®:

1

27 Securitization involves bundling various types of debt (such
as mortgages, loans, or credit card debt) into securities that are
then sold to investors.

28 “STS securitization does not include any safeguards beyond
increasing the quality of reporting, transparency, and compara-
bility” (Fernandez, R., & Aalbers, M. (2017). Capital Market Union
and residential capitalism in Europe: Rescaling the housing-cen-
tred model of financialization. Finance and Society, 3(2), p-44).

29 Fernandez, R., & Aalbers, M. (2017). Capital Market Union
and residential capitalism in Europe: Rescaling the housing-cen-
tred model of financialization. Finance and Society, 3(2), p-43

30 Ibid., p.33.
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"Once established, increasing numbers of
households rely on rising housing wealth
in a regime of housing-centred financiali-
zation, with electoral preferences shifting
towards favouring the continued liberaliza-
tion of housing finance.”*

The Capital Markets Union proposal paves the way
for CEE countries, which previously navigated the
GFC without significant securitisation challenges,
to potentially encounter such issues. In this re-
gard, one can speculate that CEE countries slowly
enter the “subordinated financialization”—a term
coined by Lapavitsas (2013) to explain a develop-
ment “where peripheral countries are joining an
increasingly financialized world economy while
lacking the state power and capacities for shaping
the processes of financialization.”*

CHAPTER 3: EU INTEGRATION: PREVIOUS
EXPERIENCES AND SOME SPECULATIONS
ONTHE UKRAINIAN CASE

Previous chapters described the context of Ukrain-
ian housing system and war-time housing policy
and European legislation influencing housing sys-
tems and finances. This chapter will look at the
existing intersections of Ukrainian and EU trajecto-
ries in housing and suggest some speculations on
what effects an integration into the EU might have
on the Ukrainian housing system.

3.1. UKRAINIAN INTEGRATION IN THE EU
AS THE ENERGY UNION

Ukraine has been actively cooperating with the
EU institutions for a while now in the field of en-
ergy policy. Since 2015, “"EU” has taken on an ad-
ditional meaning: the Energy Union. Within this
union a single integrated energy market is creat-
ed as “the latest incarnation of a long history of
imagining Europe’s political unification through
commitment to decarbonization and the pursuit
of energy security have been integrated under
a unified framework. The “energy security” means
the control over the energy sources which EU citi-
zens consume. As such, the Energy Union has also
become a route to reach beyond the borders of
the European Union and access the North African
renewables in 2014 within Connecting Europe Fa-
cility (CEF), Turkish key energy transit grid in 2015,
and connect with Ukrainian Ukrenergo in 2022.

However, prior to Ukrainian inclusion in the Energy
Union, Ukraine has been guided and supported by
the EU in modernising the national building stock

31 Ibid,, p.45.

32 In Bohle, D. (2017). Mortgaging Europe's periphery (LEQS
Paper No. 124/2017). LSE 'Europe in Question' Discussion Paper
Series. London School of Economics and Political Science, p.9.

(the largest energy consumer in Ukraine). With the
support of the German Federal Ministry for Eco-
nomic Affairs and Climate Action (BMWK) and the
EU Commission, the Ukrainian government has
developed a concept for an Energy Efficiency Fund
(EEF) that finances energy efficiency measures for
residential buildings. This program aims to lower
household energy costs, thereby reducing the need
to provide energy-related subsidies for low-income
families. The program, launched in 2018, was orig-
inally set to conclude in 2025. As of October 2023,
the EEF in Ukraine has awarded grants to over
1,500 homeowner associations (HOAs) for the
modernization and refurbishment of multi-fami-
ly residential buildings, which can reduce energy
consumption by 20-50%. However, only 20% of
Ukrainian multi-apartment buildings have estab-
lished HOAs, and it is primarily the more affluent
homeowners who can afford to invest even in the
subsidised energy-efficient upgrades. While this in-
itiative marks a positive step in energy-saving poli-
cies, italso underscores the deepening inequality in
energy poverty among the population.

3.2. UKRAINE FACILITY PLAN

Regarding housing policy, the scope of the EU's
involvement and financing has expanded signif-
icantly during the course of the war. The latest
EU’s financial assistance program, estimated to
be realised over the course of 2024-2027 and pro-
vide over 5o billion EUR in loans, grants and tech-
nical assistance®. EIB and EBRD are the primary
financial institutions channelling the funds to sup-
port the reforms in Ukraine as part of the recovery
efforts.

In UFP housing needs are positioned within the
"Human Capital" framework, with an estimated
cost of recovery of 72.8 billion EUR. The UFP does
not cover all costs needed, but focuses on desig-
nated policy areas and reforms. In the first Pillar,
Reform7."“Ensuringaccessto housing for peoplein
need” presupposes two branches of investment in
housing. Investment 4.a. prescribes EUR 600 mil-
lion to be allocated to the State Budgets for 2026
and 2027 to cover the compensations for housing
damaged or destroyed as a result of hostilities
(state program eVidnovlennya). Investment 4.b.
supplies the State Budgets for years 2024—2027
with EUR 450 million to provide housing for seven
thousand veterans and their families.

Moreover, the technical assistance package will
go to the Ministry of Restoration to draft the Law
on Housing Policy, and a new version of Law on

33 Here and later on UFP, unless specified otherwise, source:
Ministry of Economy of Ukraine. (2024, March). Ukraine Facility
Plan 2024—2027.
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Social Housing. In this regard EIB has announced
the construction of social housing in Ukraine. The
idea behind the housing reform is to end privatisa-
tion, establish an institution of social/public hous-
ing operators and, thus, enable the development
of the public housing sector. However, this plan is
progressing at a more measured pace compared
to the swift implementation of the eVidnovlenn-
ya and eOselya programs (1.3.) supporting home-
owners and private construction companies.
These programs are financed not only by EIB, but
also the World Bank. And their effect on the hous-
ing markets in Ukraine could be much more influ-
ential than the reform of housing legislation itself.

3.3. DEVELOPING MORTGAGE MARKETS
IN TIMES OF WAR?

Ukrainian Finance Housing Company (UFHC,
Ukrfinzhytlo) is a state-owned financial institu-
tion created to implement an affordable home
mortgage lending program eOselya. The pro-
gram is designed to provide support for critical
workers (servicemen, veterans, combatants,
healthcare professionals, scientists, teachers),
displaced persons and other Ukrainians will-
ing to buy homes. In 2022 the program offered
mortgages for 3% interest rate to critical workers
and in 2023 was expanded to allow all citizens to
qualify for a 7% interest rate. The eligibility cri-
teria include stable employment, a 20% down
payment, and either not owning property or, if
owned, the total area should not exceed 52.5 m?2
per person, plus 21 m2 for each additional fam-
ily member. The idea is to support the primary
housing market: critical workers can purchase
property in buildings less than 10 years old, while
others are eligible for properties built within the
last 3 years.

UFHC s primarily capitalised by the national Min-
istry of Finance with government bonds. Based
on the bonds, UFHC raises funds on the open
market taking loans from banks and carrying out
repo operations (repurchase agreements). The

ry market as a result of the financing attracted by
UFHC. The war-time development of an other-
wise stagnant mortgage market is seen as a way
to engage with well-off and employment-secure
citizens, tying them to the jobs, homes and the
country.

Since there is a prospect of eOselya program
to be supported by international financial insti-
tutions, the legal council for a bridge financing

has been selected—a law firm “Integrities” based
in Ukraine, Germany and the UK. Integrities of-
fers not just the guidance to develop affordable
mortgage lending but also “as soon as interna-
tional capital markets become accessible, issue
mortgage-backed international securities to
As previously noted, securitization proved inef-
fective for core Western economies during the
Global Financial Crisis, yet it has since been po-
litically reimagined to target peripheral markets.
In the EU, this could materialize through the
Capital Markets Union proposal, while in post-
war Ukraine, it may be recommended by inter-
national financial institutions.

What we witness in overall war-time housing pro-
vision programs in Ukraine is the policy resem-
bling the reaction to GFC in East European coun-
tries when the priority was to provide a safety net
for housing markets and well-off lenders. In the
Ukrainian case, homeowners and well-off lenders
receive the most support through the modernisa-
tion of building stock, compensation for damaged
and destroyed housing and cheap mortgages.
On behalf of these groups the housing market is
keeping its value. Yet, people who lack the capi-
tal for even entering the housing market are left
overboard. Researchers claim that the post-GFC
policy trend to exclude poorer households from
the subsidised mortgage-market took a form of
“a class-based bifurcation of the household cred-
it market” when "State mortgage subsidies were
then used in most of our cases to broaden the scope
of this new, more regulated lending, while this also
caused housing prices to rise. Precarious households
that did not qualify for this market were channelled
towards consumer loans, micro-credit, and non-
bank loans that come with higher risks">*. It is worth
noting how promptly these solutions were devel-
oped and introduced in Ukraine, while alternative
policies, including social housing construction or
even rent-to-buy remain locked behind the slow
legislative process. Not just the path-dependency
of mass homeownership policy should be blamed
for this development, but the approach of foreign
donorship and assistance which preserves the sta-
tus quo of lax regulations and weak markets on the
periphery and capitalises on it.

CONCLUSIONS

As a condition of becoming an EU member state,
a country assumes the responsibility of aligning
its legislation with EU regulations. In the realm
of housing policy, this entails adjustments to

34 Gagyi, A., & Mikus, M. (2022). Housing finance in the af-
termath of the foreign-currency mortgage crisis in Eastern Eu-
rope: Editorial. Critical Housing Analysis, 9(1), p.42.
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social, energy, and urban development frame-
works, although, in principle, housing strategies
are expected to remain under national mandate.
In practice, however, the European Commission
already plays an active role in shaping Ukraine’s
housing legislation and provides financial support
for specific housing programs.

Should Ukraine achieve EU membership, it will
not mark the beginning of European influence;
the political and economic dynamics of the EU
are already shaping Ukrainian policies and, in
some cases, directing them. To genuinely re-
form the housing sector, Ukraine requires more
than local capital reinforced by subsidies for
private construction firms or the consolidation
of homeowners. A comprehensive strategy is
essential—one that transforms the sector to en-
sure adequate housing for the most vulnerable
populations. This would involve more than pilot
initiatives for social housing; it demands a signif-
icant reallocation of financial resources to estab-
lish a robust public housing system and regulate
the private market.

The failure of other post-socialist countries in
the EU to establish effective public housing sys-
tems is often attributed to a lack of political will.
In Ukraine, this issue is similarly evident. How-
ever, a deeper predicament lies in the deliberate

dismantling of the socialist legacy in peripheral
states as a part of their transition process. Where-
as the core EU countries evolved sophisticated
financial mechanisms to smooth the traps of the
competition law and maintain some support of
their increasingly neoliberalising public sectors,
the periphery was compelled to reject its legacy
altogether, entering the new economic system
defencelessly.

However, the aim of this paper is not to demand
joining the exploitatory powers, but to stop the
reproduction of inequalities through selective
housing policies that benefit some groups of
population and some countries. What Ukraine
requires is not an unfettered free market but the
restoration of social infrastructures dismantled
during privatisation reforms. These social guaran-
tees—often considered economically unfeasible
for a post-war nation—are what core European
countries managed to partially preserve and build
on. A genuinely progressive approach should aim
to address inequalities, and as Europe works to
resolve its own housing crises, it must adopt solu-
tions that support peripheral countries in their
strivings for social justice rather than market suc-
cess. Finally, finding the socially and economical-
ly just way to fulfil the housing need in Ukraine,
could direct the solution for housing unaffordabil-
ity in the EU itself.
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THE UKRAINIAN HEALTHCARE SYSTEM IN
THE CONTEXT OF EUROPEAN INTEGRATION

Ukraine's healthcare sector is often overlooked in favor of other sectors that are considered more im-
portant - be it the economy, the military, or the judiciary. However, health care is critical to the func-
tioning of society as a whole and is only becoming more important for civilians and veterans alike as the
full-scale Russian invasion continues into its third year. Health care is and will continue to be critical to
the basic functioning of Ukrainian society, the prevention of epidemics, and the treatment of the many
wounded and disabled soldiers. The sector, like many others in Ukraine, is dependent on external fund-
ing chronically underfunded. Since 2017, it has also been undergoing its first comprehensive reform
since Ukraine's independence. Now, a few years in, it is therefore useful to look at the key develop-
ments in Ukrainian healthcare in recent years, in order to understand what actions are appropriate and
helpful for the successful recovery and support of Ukrainian healthcare.

1. CONTEXT—REFORM OF 2017

Ukraine's healthcare system inherited a Soviet
infrastructure and organizational architecture in
the 1990s, based on centralized government and
public funding. Since 2017, it has been undergoing
its first comprehensive reform.

The reform focused on 4 aspects:

1. introduction of family medicine to strengthen
primary care;

2. funding based on the volume of services pro-
vided rather than hospital capacity;

3. introduction of "service packages," which would
define bundles of services that can be provided
in hospitals in different areas;

4. introducing international standards into the
system.

The aim of the reform was to innovate the inher-
ited and redundant “Semashko” system. The sys-
tem was focused on inpatient care, which resulted
in a very large infrastructure of health care facili-
ties which resulted in extensive healthcare capac-
ities. Many institutions were closed and staff dis-
missed. Positive aspects of the reform include the
digitalization of the system, centralization of the
budget in the hands of one institution (NHSU—

National Health Service of Ukraine, similar to the
British NHS). This allowed more transparency in
tracking the allocation of resources, e.g. through
online boards of the NHSU. The decentralization
of responsibilities gave local authorities and hos-
pitals more leverage over their resources, allow-
ing for more flexibility and faster responses to cri-
ses. It can however localize abuse of workers and
make resistance to it and broader mobilization of
workers and unions harder. A nurse described in
when local authorities refer unions and workers
to the ministry or NHSU but the latter refer them
back to local authorities citing decentralization.
On the other hand, this system often encourag-
es exploitation of workers and corruption at the
hospital level. This is particularly the case since no
uniform monitoring tools have been developed in
the system to date.

One aspect of the reform that gained a lot of
praise is the introduction of “accessible medi-
cines” program, that allows patients with certain
chronic illnesses to get medication free of charge.
Currently the program targets mostly wide-
spread diseases such cardio-vascualr diseases,

1

1 This and other referenced expert interviews were con-
ducted for a masters thesis about healthcare reform—a sum-
mary of which can be found online.
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more costly treatments are not always available
though, forcingpatients use the help of civil socie-
ty organizations that specialize in their ilinesses to
get medication or pay out-of-pocket.

Another positive aspect has been the prioritization
of primary care, which was marginalized in the old
system. Currently, in most cases, the first doctor
a patient encounters in the healthcare system is
the family doctor with whom they have a con-
tract. Family doctors play the role of gatekeepers
role of gatekeepers and issue referrals for patients
that need specialist care. In the old system, many
patients took advantage of the opportunity to see
specialists directly, which led to an inappropriate
allocation of resources in the system. Patients can
now choose their own family doctor, whereas be-
fore they were assigned to hospitals and doctors
based on where they lived.

A common criticism was the inability of the re-
form to address the lack of resources and low
salaries in the medical field. Funding remained at
the level of 2-3% of GDP, drastically lower than
most 11% of GDP. This led to an increase in the
already existing petty corruption and exploitation
of workers, such as delays in the payment of sala-
ries. The restructuring of the system was achieved
through closures and mergers of hospitals based
on a strict number of patients that hospitals de
facto treated. This resulted in numerous layoffs
of medical workers, which were often not proper-
ly communicated, and those who actively fought
to not get their workplaces closed down were of-
ten harassed by local governments. The laid off
workers were to be assigned other workplaces,
equivalent to their original ones. However, many
were offered jobs tens of kilometers away from
their homes, meaning that the cost of commut-
ing would be too high for their wages to make the
new jobs a viable alternative.

In general, workers unions and local doctors
were not sufficiently involved in the design and
implementation of the reform. The issue of lack
of communication between government struc-
tures and the medical community remains one
of the biggest problems in Ukrainian healthcare,
hindering the proper development of the health-
care sector.

2. RECENT DEVELOPMENTS
INTHE SYSTEM, PUBLICCONTROL
AND ROLE OF TRADE UNIONS

The covid pandemic burdened ukrainian health-
care and delayed the implementation of the re-
form. In 2022 healthcare workers, many of whom
were faced with even bigger challenges that arose
after the start of full scale invasion. The system it-
self also continuously suffers from infrastructural
damages caused by russian bombings. In an in-
terview from may 2024 a WHO representative in
Ukraine Jarno Habicht stated:

"Since February 2022 and as of today,
WHO has confirmed 1,773 attacks on the
healthcare system in Ukraine, which have
claimed the lives of at least 136 healthcare
workers and patients. In 2024, the attacks
intensified."”

The healthcare infrastructure has suffered signifi-
cant damage, especially in areas close to the front
line: up to 14% of facilities were completely de-
stroyed and up to 48% were partially damaged. At
the same time, 40% of all attacks on the health-
care system during this period were on the pri-
mary healthcare level, which impedes Ukrainians'
access to basic medical services. Emergency med-
ical centers accounted for 15% of the attacks.”

In July 2024 the Ukrainian Ministry of Health also
ag'é‘c':'lné'h'd 214 facilities were completely destroyed
beyond repair, with the damage concentrated in
the eastern provinces of Ukraine, where most of

ities could have been restored since 2022 however.

Since 2022 a public control council at the NHSU

sion of the council includes:

"public control over the activities of the
NHSU, interaction with public associations
and other civil society institutions in the
healthcare sector, in particular, to prevent
corruption, informing the NHSU about pub-
lic opinion on the formation and implemen-
tation of state policy in the field of state fi-
nancial guarantees of health care and the
Program of Medical Guarantees.”

Candidates have to have at least a bachelor's de-
gree (which already excludes many nurses), and the
following fields: healthcare, management and ad-
ministration, public management and administra-
tion, law, social and behavioral sciences (specialty
"economics"). The list clearly shows the preference
for economic and managerial perspective. In the
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izens living in Ukraine could vote, which excludes
a lot of refugees and many healthcare profession-
als among them) top 5 candidates were from an
association advocating for cannabis for veterans,
“Ukrainian law society” (three candidates) and can-
didate from “All-ukrainian physicians association”.
Only the latter organization is addressing health-
care policy as a whole, but it still doesn't fill the task
that unions usually do such as negotiating decent
salaries and preventing labor rights infringements.
There were only two candidates from unions and
they scored under 2% of votes, similarly to many
candidates representing patients with chronic, rare
and terminal diseases. With the council being one
of the few officially acknowledged effective ways
to give feedback to NHSU, the problems of exclu-
sion of healthcare workers on local levels and pa-
tients who don't benefit from the reform seems not
to be solved.

3. FUNDING AND RESOURCES
ALLOCATION

be on the level of 5% of GDP. Ukraine has never
achieved this level since independence - govern-
mental financing of healthcare was always around
3% of GDP. Due to reallocation of resources be-
cause of war effort, healthcare received less fi-
billion hryvnia) of the state budget were allocated
to healthcare, which is 24,4 billion more than in
medicines” programe (159 billion hryvnia), other
declared priorities include development of the re-
habilitation system in the healthcare sector, men-
tal healthcare and procurement of medical equip-
ment among other things.

Many aspects of healthcare are dependent on for-
eign aid of different types (specific programmes
for healthcare from WHO, UN, USAID etc,,
financial aid from international partners, dona-
tions from grassroot organizations etc.), a pre-
cise estimation of these resources is unlikely. In
the interviews conducted in the end of 2022, the
head of NHSU, one of the leaders of a big patients
rights organization and a member of a medics as-
sociation all argued that due to big waves of mi-
gration abroad due to war, the current amount of
available resources is adequate for the system,
also considering that many hospitals were active-
ly being closed down and merged and that many
workers were laid off. However, this perspective
ignores the criticism of overwork and unfair sal-
aries of medics who remained in Ukraine. More-

and the respondents showed that the more ed-

ucated and wealthy fled, while the elderly and
less well-off stayed. Since the elderly are a group
that generally requires more health care resourc-
es, such statements are questionable. The future
development of healthcare has to be grounded
on the needs-informed approach. Gaps in demo-
graphic and public health data need to be filled
to adequately address existing needs. The health
system has been underfunded regardless of which
group has remained in the country, but given that
the elderly have special and broader health needs,
there are ways to address them specifically—ex-
pand the "affordable medicines" program, prefer-
ably not only in terms of the number of nosolo-
gies, but also in terms of the quality and variety of
treatments available, as now mostly the cheapest
drugs are reimbursed, which raises a number of
other issues (such as the ineffectiveness of some
variants of a drug and the resulting need to pay
out-of-pocket for more effective biosimilars). The
other important policy direction is more complex;
it relates to ensuring that there are enough spe-
cialized facilities and personnel to address the
problems of the elderly (e.g. palliative services,
inpatient capacity, etc.). This would mean re-
versing some of the policies implemented since
2017—such as the mass closure of "redundant"
facilities in favor of reprofiling, as well as the de-
velopment of a coherent strategy to ensure there
are enough medical staff for these functions. This
can include accessible and affordable retraining
programs and the development of new subjects
in universities, as well as ensuring fair and attrac-
tive salaries and the enforcement of labor rights.
Some of these measures would also benefit other
groups, such as injured and disabled veterans, but
both require more funding. In all possible scenar-
ios, Ukraine will face an increase in the number
of disabled people, which means that prioritizing
health care is inevitable.

However some recent developments point to pri-
vatization once again being a preferred “solution”.
A list of services that patients can pay for out-of-
circumstances in which it is legal to pay private-
ly at all—such as when patients want to receive
a consultation without a referral (which will in-
crease given staff shortages and thus longer wait-
ing times), or to receive medicines that are not
covered by the "accessible medicines" program
(of which there are many). While this measure
seems to attempt to bring transparency to "grey
payments" in hospitals, it once again ignores the
pressing issues of the shortage of health workers
and the underfunding of the system, ultimate-
ly opting for de facto privatization as a solution.
There needs to be an evidence-based reconsidera-
tion of anti-corruption strategy—most corruption
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in health care, especially at the lower levels, is the
result of unfair pay and feelings of undervaluation
rather than personal moral failings. The literature
on anti-corruption also suggests that eliminat-
ing corruption is a complex process that requires
more than introducing transparency without ad-
dressing cultural and socio-economic issues.

4. LABOUR RIGHTS AND STAFF SHORTAGE

tion that would massively impact workers rights
in Ukraine in a negative way. It would allow fir-
ing workers more easily, legalizing 12-hour work
shifts and allow employers to disrupt vacations of
the employees. Although initially planned to be
passed in 2025, the timeline and next steps are
currently unclear.

A separate series of anti-labour laws have been
passed since the beginning of war. Recently a res-
olution allowing the reduction of salaries of med-
ical personnel to a minimum wage in case NHSU
doesn't have enough funds was passed. Especially
with the beginning of war exploitation of medical
workers, especially nurses, became commonplace.
Countless reports about this can be observed in
the public communication channels of unions,
first and foremost the nurses union Bud' yak Nina.
Because of the nature of such conflicts, there is
no systematic data about scope of exploitation.
According to the interview with a nurse from the
nurses union, nurses are especially marginalized in
context of these shadow payments, as it is doctors
who are paid by patience and they decide whether
and in what way they share bribes with the nurses.
Many nurses are working much more de facto than
their contracts state and don't get paid for the real
amount of work. Considering that full scale inva-
sion added further responsibilities and made the
situation more stressful, many female workers are
likely experiencing not just double, but triple their
pre-war workload.

the workforce in healthcare shrank by around 14
percent since the beginning of full scale invasion
(meaning the loss of 89,000 medical profession-
als in one year (UHC 2022, 34)). The head of the
in a recent interview that there will be a shortage
of doctors in the system by 2030. This is especially
true for doctors who deal with war-related issues,
such as physiotherapists and psychologists.

There is no conclusive data about how many
healthcare workers emigrated and where they
have gone, but it is known that there were around

522 thousand healthcare workers in Ukraine in

doctors who got their degrees acknowledged
for work in Germany, but as the process is very
many qualified doctors lack sufficient language
skills, it could be the case in the next years that
more ukrainian doctors will start working in Ger-
Germany, although it is easier to get thedegree
acknowledgement (it takes 6 months unlike in
case of doctors), the problem of language compe-
tence is similar.

5. INTERNATIONAL AID AND PARTNERSHIPS

Ukraine works with many international organi-
zations in the sector of healthcare. Multiple pro-
grams concerning implementation of the reform
and other topics are being carried out with organ-
izations such as USAID, the World bank and UN.
International organizations however still focus
on neoliberal measures as the main policy prin-
ciple—privatization, competition and decentrali-
zation often under the disguise of “combating of
corruption” is encouraged. Decentralization was
praised by some experts such as the former head
of NHSU, allegedly giving an opportunity to tack-
le the pandemic more efficiently. Considering that
Ukraine still has quite a high out-of-pocket pay-
ments ratio and that medical workers cite low sal-
aries among the main reasons for corruption and
leaving the profession it is not clear how further
austerity can positively influence the develop-
ment of healthcare in Ukraine and achieve self-re-
liance as the USaids report claims. It is therefore
necessary to counteract these tendencies and
take into account the already existing negative
impact of resource scarcity.

Ukraine also receives various kinds of aid from the
EU, single states and organizations such as the
IMF. This includes military and humanitarian aid,
as well as funds to support macroeconomic stabil-
ity. The latter includes funds for salaries of health
workers, meaning that even the very low salaries
currently paid in the health sector are dependent
on foreign aid. This means that the dependence
on foreign aid is structurally embedded in the cur-

rent system and is unlikely to be substituted soon.
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6. PROPOSALS FOR FURTHER ACTION

INTEGRATION OF HEALTHCARE ISSUES INTO
LABOR RIGHTS AND UNIONS DISCOURSES

Given the deliberate erosion of workers' rights
by the Ukrainian government, it is useful to inte-
grate the issues of workers' rights for medics and
underfunding into similar discourses taking place
in other countries. It is also necessary to use the
institutional and organizational power of trade
unions and confederations to disseminate infor-
mation and advocate for the restoration and im-
provement of the protection of workers' rights.

Taking into account intra-Ukrainian discourses, it
is important to transform trade unions from pas-
sive corporate entities, as they were understood in
the Soviet Union and are still widely seen as such
in Ukraine, into institutions that enable workers to
mobilize and provide bargaining tools.

EU ACCESSION

It may be useful to negotiate some social guar-
antees and improvements in labour rights and
their implementation in the context of Ukraine's
accession to the EU. While the accession process
in general is not "unconditional" as some argue,
it lacks a clear prioritization of social justice, la-
bor rights protection and fair redistribution of
resources. Ukraine received a very low score of
one out five possible points in the sector of so-
cial policy and employment in an February 2023
to weaken trade unions and promotes neoliberal
notions of competition as a means of improving
health care outcomes for doctors and patients. It
is useful to include explicit demands for the resto-
ration of workers' rights and theirimplementation
in the health sector, as well as for the inclusion of
trade unions and a reorientation of health policy
towards the goals of adequate funding and fair
salaries instead of continued austerity. This is all
the more important as EU accession does not in-
clude many demands for the health sector, as the
EU does not interfere with nationally oriented
health systems, except for some aspects of pub-
lic health and safety. An emphasis on common
struggles—for example, citing the struggle of
British health care workers against similar policies
in the NHS—could be justified, especially consid-
ering that Ukraine is striving to build a similar sys-
tem. Proactive networking with Ukrainian unions,
especially grassroots unions such as the "Be like
Nina" nurses' movement, would be beneficial.

One precaution that must be taken, however,
is not to negatively influence public opinion in
Ukraine, as creating too many obstacles to EU
accession can be perceived as a manifestation of

general anti-Ukrainian sentiment. Given the de-
lays in arming the Ukrainian military and the gen-
eral lack of a coherent strategy for dealing with
Russia and ending the war on Ukraine's terms to
ensure a real and lasting peace, there is a breach
of trust with Western governments and countries
in general. These sentiments need to be takeninto
account in the further process of EU integration
in order not to lead to the rise of Euroscepticism
in Ukraine. Similarly, the notion of corruption in
Ukraine has been weaponized and exaggerated
by pro-Russian factions inside and outside the EU.
These issues need to be addressed carefully and
based on the actual realities of Ukrainian society
in order to be taken seriously.

Where the EU needs to take a firm position is on
social policy, redistribution, workers' rights and
trade unions. Historically, these issues have not
been a top priority in the EU integration process,
which is why the case of Ukraine can be used to
rethink this policy vector. This is especially im-
portant in terms of health care, as the EU doesn't
have many specific requirements in this area, but
many improvements could be achieved by target-
ing Ukraine's problematic situations with labor
rights and unions. Ukraine's extensive decentral-
ization must be taken into account, as it has led to
a lack of coherence in social and health policy and
requires a close assessment as opposed to general
demands.

GENERAL ADVOCACY PRINCIPLES

Advocacy for any Ukrainian cause including
healthcare must take into account the context of
a full-scale invasion. The social-chauvinist argu-
ments that place health care and other social sec-
tors as the antithesis of the war effort are harmful
to the cause and will create mistrust in Ukraini-
an society towards all actors who make such at-
tempts. In any context the role of Russia as impe-
rialist aggressor can't be doubted. The neoliberal
policies of ukrainian government shouldn't be in-
strumentalized to diminish the role of russian im-
perialist and genocidal intentions in Ukraine. Pit-
ting Ukrainian medics' struggles for fairer working
conditions and salaries against the war effort is a
dead-end strategy that will not be understood by
Ukrainians and will make further constructive ad-
vocacy impossible.

Especially given the weakness of Ukrainian trade
unions and the general distrust of health workers
and patients towards state institutions, they are
the same part of civil society that bears a large
part of organizing and financing the war effort
at the grassroots level. Many doctors and nurses
stayed in regions close to the front lines or be-
came combat medics. Former health workers are
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also often involved in helping those who stayed
and work on the front lines. Any advocacy also
needs to take into account the traumatic and
stressful experiences of Ukrainian health workers
and patients, not the perception of Ukraine or the
Ukrainian government by Western actors.

CONCLUSION AND FINAL POLICY
SUGGESTIONS

In conclusion, Ukrainian health care is undergo-
ing a reform that has both negative and positive
aspects. The general neoliberal policies don't pri-
oritize fairness and reduction of inequalities. The
health sector remains underfunded and structural-
ly dependent on foreign aid, even for basic needs
such as salaries for medical personnel. Russian ag-
gression and deliberate destruction of infrastruc-
ture, as well as constant pressure on medical work-
ers, exacerbate the situation significantly.

Advocacy for improvements in Ukraine's health
sector must include the voices of Ukrainian med-
ics and patients, be sensitive to the broader con-
text of the Russian invasion, and integrate efforts
into broader discourses of advocacy for social jus-
tice and equity.

Following suggestions are therefore presented
for consideration as a basis for further advocacy:

1. A reversal of austerity policies in health
care and beyond is needed. Instead of
adjusting demand to increasingly limited
resources, the opposite approach must
be taken. In practice, this means aban-
doning closures of medical facilities and

staff layoffs, as well as privatization, as
the main instruments of health policy
implementation.

Instead, an empirically based needs as-
sessment must be carried out to deter-
mine the actual scope of the health care
system needed and to determine the best
way to provide it.

Grassroots unions need to be supported,
as do individual activists among health
workers and all other local efforts to build
dialogue and reduce power dynamics in
the health sector. The rather negative por-
trayal of trade unions in Ukrainian society
due to their Soviet legacy, passivity, and
corruption must be taken into account.

Anti-labor laws passed since 2022 must be
reversed and replaced by adequate guar-
antees of labor rights and mechanisms for
their implementation.

Ukraine's policy of decentralization must
be taken into account - many processes,
and especially the distribution of resourc-
es, take place at the local level, which
means that awareness of regional condi-
tions is important for informed advocacy.
This can be achieved through networking
with trade unions and other local actors.

Pro-social reforms need to be part of the
EU integration process and clearly stated
as conditions for accession, on a par with
judicial and anti-corruption reforms.
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