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This working paper examines the social and economic 
reconstruction of Ukraine from a Social Europe pers-
pective. It addresses the critical needs arising from the 
ongoing war and Ukraine’s aspirations for EU integra-
tion. The document analyzes Ukrainian legislation, 
economic challenges, and the impact of war on social 
structures. It highlights the potential for Ukraine to 
align with EU standards, emphasizing labor rights, so-
cial welfare, and economic modernization. The paper 
explores the role of corruption, neoliberalism, and the 
window of opportunity created by the war for transfor-
mative change. It discusses Ukraine’s economic needs, 
international aid, and Spain’s commitment to post-war 
support. Key areas such as judicial reform, labor market 
standards, education, healthcare, and social protection 
systems are analyzed. The document aims to map Ukra-
ine’s needs and facilitate its path to EU membership, 
stressing the importance of a social component in the 
reconstruction process.
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This working paper examines the social and economic re-
construction of Ukraine from a Social Europe perspective. 
It addresses the critical needs arising from the ongoing war 
and Ukraine’s aspirations for EU integration. The document 
analyzes Ukrainian legislation, economic challenges, and the 
impact of war on social structures. It highlights the potential 
for Ukraine to align with EU standards, emphasizing labor ri-
ghts, social welfare, and economic modernization. The paper 
explores the role of corruption, neoliberalism, and the window 
of opportunity created by the war for transformative change. 
It discusses Ukraine’s economic needs, international aid, and 
Spain’s commitment to post-war support. Key areas such as 
judicial reform, labor market standards, education, healthca-
re, and social protection systems are analyzed. Policy recom-
mendations are provided to guide Ukraine’s integration into 
the EU, focusing on social justice, solidarity, and sustainable 
development. The document aims to map Ukraine’s needs and 
facilitate its path to EU membership, stressing the importance 
of a social component in the reconstruction process.

A B S T R A C T



This document has been prepared by a group of promi-
nent Ukrainian experts in collaboration with the Alter-
natives Foundation. Its main objective is to produce a 
mapping of the critical social and economic needs of 
Ukraine and the European and Spanish contribution to 
the reconstruction of the country from a comprehensive 
socioeconomic perspective. Our purpose is to highlight 
Ukraine’s current social and economic needs in the pu-
blic sphere, and facilitate its path to EU membership. Ad-
ditionally, this work aims to gain sufficient support from 
citizens and policy makers for this task.

These two fundamental dimensions, social and econo-
mic, must be understood within the current  framework. 
On the one hand, the negotiations to end the war spon-
sored by the Trump 2.0 Administration. At the time of 
the conclusion of the first version of this document (end 
of March 2025), a negotiation process imposed by the 
Trump Administration was underway, with the partici-
pation of several actors including Moscow, Kyiv, Brussels 
and several European member states, among others. On 
the other hand, the current process of negotiations for 
Ukraine’s future accession to the EU. Ukraine’s gradual 
incorporation into the club of twenty-seven is insepara-
ble from the country’s post-war reconstruction: accession 
process and economic resilience go hand in hand. 

This document takes as its point of reference the 
European Political Community Summit in Granada in 
October 2023 under the Spanish EU Presidency, when 
the leaders of fifty countries expressed their support for 
Ukraine. From there, the European and Spanish perspec-
tives on Ukraine should be anchored in the frame of So-
cial Europe. This frame includes labor and environmental 
standards, improved working conditions, union activity, 
healthcare, pensions, and other essential services such as 
education. All of these aspects, along with the country’s 
own demographics and human capital, have been severely 
damaged after three years of war with Russia. This must 
be complemented with a medium- to long-term vision 
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funds economic recovery and social protection. The Fa-
cility instrument will allow the EU to provide Ukraine 
stable and predictable financial support. According to 
Commission officials, the implementation of the Ukraine 
plan is progressing quickly, having already been delive-
red €16 billion to date. Other projections suggest that the 
amount for reconstruction could reach $1 trillion in the 
long term. 

We should not forget that the EU budget will be se-
verely strained by the major eastern enlargement, and 
new funds will be needed to offset net gainers and losers 
and changes in redistributive policies. Meeting EU acces-
sion criteria could require sustained annual investments 
equivalent to 3-5% of Ukraine’s GDP over the next deca-
de. This raises crucial questions for the EU on financial 
sustainability: mechanisms, strategies, possible sources—
EU budgets, bilateral aid, private sector investments, debt 
restructuring, or new financial instruments.

The short and medium term impact of the injection 
of European funds on Ukraine’s defence industry and the 
economy remains to be seen. For example, only in March 
2025, €1.9 billion  were provided to support Ukraines de-
fence and innovation. In October 2024. the EU agreed 
to advance the G7 pledge to support Ukraine’s economy 
with €45 billion from Russia’s immobilised assets.

The future is here, and is open. There is a lot of work 
underway as it requires close monitoring and improve-
ments. High-level political events dedicated to the swift 
recovery and long-term reconstruction. Previously, seve-
ral preparatory Recovery Conferences on Ukraine URC’s) 
took place in Lugano (July 2022), London (June 2023), 
Berlin (June 2024, which focused on monitoring private 
investment), the Swiss Peace Conference (June 2024) or 
the URC2025 which will take place in Rome on July 10 
and 11 July 2025. From Lugano to Rome, the participants 
should include a broad range of stakeholders: govern-
ments, international organizations, financial institutions, 
businesses, regions, or municipalities. In particular, the 

of the type of society and country to be built. Ukraine’s 
reconstruction does not strictly concern infrastructure 
or industry, but will necessarily have a social component 
from the perspective of its future EU membership, as an 
essential requirement of the entire negotiation process.

In the current context of negotiations for a cease-fire 
and/or a peace deal, we should urgently incorporate the 
perspective of Social Europe in the roadmap toward a ne-
gotiated and just peace, respectful of international law. 
Only in this way can the EU have a clear map of the needs 
to be covered.

In this regard, in this document, we address two main 
cross-cutting issues. First, the current needs of Ukraine 
in terms of social policies and standards (labor market, 
labor and environmental standards, minimum wage, 
pensions) and institutions (trade unions). Second, the 
economic needs of Ukraine for its reconstruction (finan-
cial instruments, programs). Additionally, we will set out 
some general considerations on EU/ Spain contribution 
to social welfare building and the economic reconstruc-
tion of the country (finance, institutional support, etc).

Ukraine’s economic needs and the 
international Recovery Conferences

Ukraine’s accession will require a massive, unpreceden-
ted EU investment and financial effort. In the spring of 
2023, the World Bank estimated the financing needs to 
rebuild Ukraine at €383 billion. More recently, the fourth 
Rapid Damage and Needs Assessment, - jointly developed 
by the World Bank, the government of Ukraine, the Euro-
pean Commission (EC), and the UN - estimated the total 
cost of reconstruction and recovery at $524 billion over 
the next decade, and a direct damage of $176 billion by 
the end of December 2024.

The European Commission has reaffirmed support 
to Kyiv through the € 50 billion Ukraine Facility, which 



role of civil society and local communities must be em-
phasized. Their participation is crucial to ensure that re-
construction efforts are responsive to the real needs on 
the ground and foster genuine, sustainable development. 
Including their perspectives will lead to more effective 
and inclusive policies that reflect the aspirations of the 
Ukrainian people.

In addition to post-war rebuilding, full EU integration 
will demand fundamental transformations in governan-
ce, public services, or environmental protections. Accor-
dingly, his document addresses URC2025 cross cutting 
issues such as governance and rule of law, social services 
and labor standards, infrastructure, energy, environment, 
healthcare, or education.

Spain’s commitment to post-war Ukraine

In this context, the EU and Spain must maintain its com-
mitment to medium- and long-term support for Ukrai-
ne’s prosperity and its progressive integration into the 
European economic framework. Special mention should 
be made of Spain’s contribution to humanitarian aid 
and cooperation. The aid directed to Ukraine so far in 
humanitarian aid amounts has been “selfless.” So far, it 
has been channeled through two channels. First, huma-
nitarian aid itself. Second, urgent aid, aimed at the 3.6 
million internally displaced persons, covering tasks such 
as electricity supply and basic infrastructure repairs.

According to data from the Spanish government, 
Spanish Cooperation allocated more than €100 million 
to humanitarian action in Ukraine between February 
2022 and the end of 2024, and an additional €10 mi-
llion has been announced. In addition, €400 million 
has been allocated in financial aid for reconstruction. 
This is in addition to military equipment and training 
for 7,000 Ukrainian soldiers within the framework of 
the EUAM mission.

Last February, Spanish President Pedro Sánchez an-
nounced a new military assistance package for Ukraine 
worth €1 billion in 2025. This financial allocation falls 
under the Bilateral Security and Defense Agreement and 
is in addition to the more than €1 billion granted last 
year. This agreement, signed in May 2024 and lasting for 
10 years, covers areas such as humanitarian assistance, 
the reconstruction of the country, and the search for a 
just and lasting peace based on international law.

Spain should further develop the Social Road map for 
Ukraine within the framework of its future EU members-
hip. Beyond the security component, Spain’s significant ad-
ded value could be its contribution to Social Europe. This 
would mean, first, putting more resources on the ground 
(humanitarian, social, economic); second increasing the 
presence of social actors and institutions; and third, fur-
ther involvement in international peace conferences.

At the Berlin Conference, the EU joint reconstruc-
tion offer gave the Member States the green light to move 
forward. One of the main tasks now will be to fill the hu-
manitarian and social gaps caused by the Trump Admi-
nistration’s dismantling of the US Development Agency 
2.0. As a consequence, EU Member States will have to 
increase budget lines. Also, a specific objective for the 
Rome Conference in June 2025 should be to improve the 
coherence of the Ukraine Donor Platform’s actions on 
the ground. Particularly in the social area, Spanish stake-
holders (governments and unions) will need to better le-
verage synergies with other actors such as the European 
Commission (DG EMPL and DG ENEST) or the Interna-
tional Labour Organization (ILO).



Ukraine stands at a historic crossroads as it rebuilds its 
social and economic systems amid the devastation of a 
full-scale war and pursues its long-term goal of integra-
tion into the European Union (EU). The challenges and 
opportunities of this process are complex, rooted in 
Ukraine’s unique history, its neoliberal economic struc-
ture, and the transformational impact of war. This wor-
king paper highlights key points about Ukraine’s legal, 
economic, and social systems, emphasizing the potential 
for integration from a Social Europe perspective.

The ongoing war has not only caused immense human 
suffering and economic damage but has also profoundly 
reshaped Ukraine’s social and political landscape. The 
conflict has strengthened national unity and solidarity, 
while also accelerating the process of de-oligarchization 
and industrialization. These developments have created a 
window of opportunity for Ukraine to pursue a more just 
and equitable path to reconstruction and EU integration.

Ukrainian Legislation: Strengths and 
Alignment with EU Standards

Contrary to common narratives, Ukrainian labor and so-
cial legislation mostly aligned with EU standards and of-
ten surpasses them. In most areas, Ukrainian law at least 
formally fulfills or exceeds the minimum requirements 
set by the EU, offering robust protections for workers, 
employees’ rights, and union activities. For instance, 
Ukraine’s Labor Code includes provisions that are more 
worker-friendly than the minimal standards outlined in 
EU directives. This reflects a foundation that, with pro-
per implementation and enforcement, could support ra-
pid and meaningful integration into the European legal 
framework.

However, the challenge lies not in legislation but in en-
forcement. Limited resources, weak institutional capacity, 
and systemic inequalities hinder the effective application 
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Notably, this model is exclusive. While it benefits lo-
cal Ukrainian businesses, it only partially extends to Eu-
ropean and North American investors, who often frame 
their exclusion from these privileges as “corruption.” This 
system has not only polarized Ukrainian society but also 
hindered industrial development and deepened structu-
ral imbalances in the economy, moving Ukraine further 
from EU standards.

The War and the Window of Opportunity

The full-scale war has dramatically shifted Ukraine’s eco-
nomic trajectory, opening a window of opportunity for 
transformation. Over the past two years, emergency me-
asures have accelerated industrialization and introduced 
unprecedented levels of taxation on oligarchs. For the 
first time, Ukraine’s business elite has recognized the 
necessity of contributing to state stability by investing in 
local industries and supporting education, technology, 
and social infrastructure. This shift reflects a newfound 
understanding that their long-term survival depends on 
the survival and prosperity of the Ukrainian state.

At the same time, the Ukrainian government is more 
willing than ever to adopt EU-demanded reforms to secu-
re financial and military support. These dynamics create 
a unique alignment of interests that could enable Ukra-
ine to rapidly integrate into the EU, provided the right 
policies are implemented.

Working alongside the EU institutions: the Commis-
sion, EEAS, European Parliament 

In the current context of Ukraine’s integration into the 
EU, strengthening coordination on the ground is essen-
tial. This collaboration can have two positive effects: on 
the one hand, greater efficiency and better results, and on 

of these laws. Addressing this gap is a critical priority for 
ensuring that Ukraine’s legal framework translates into 
tangible benefits for its population.

The Role of “Corruption”: Myths and Realities

The discourse around corruption in Ukraine often reflects 
a double standard that fuels colonial thinking. While co-
rruption undeniably exists in Ukraine, it is not unique to 
the country. The EU itself grapples with corruption within 
its member states, from scandals involving public procu-
rement to tax evasion by multinational corporations.

Yet, corruption in Ukraine is frequently weaponized 
as a rhetorical device to justify unequal power dynamics 
between “richer” EU members and their “poorer” neigh-
bors. This blame game obscures systemic issues and ig-
nores the structural role of global financial systems in 
perpetuating inequality. Instead of treating corruption 
as a uniquely Ukrainian issue, it should be viewed as part 
of a broader, shared challenge that requires cooperation 
and reform on both sides.

Neoliberalism: The Structural
Challenge to EU Integration

The primary obstacle to Ukraine’s integration into the EU 
lies not in its laws or corruption but in its deeply entren-
ched neoliberal economic model. For decades, Ukrainian 
oligarchs—a powerful class of big business owners—have 
shaped tax policies to their advantage. Through legal me-
chanisms, they have secured extremely low tax rates for 
themselves while shifting the tax burden onto employees 
through income taxes, VAT, and excise duties. This creates 
a “neoliberal paradise” where deregulation and low taxa-
tion for indigenous big businesses dominate but exacer-
bate economic inequality and poverty.



the other, the progressive adaptation of Ukrainian state 
and local governments to EU standards and procedures.

The European External Action Service (EEAS) coordi-
nates with the Commission and the national delegations 
deployed in Kyiv. The EU Delegation, with more than 
50 people, and the EU advisory mission within the fra-
mework of the ESDP (security/defense) provide expertise 
and oversight. The EEAS also operates in the social sphe-
re: humanitarian assistance, social security, and digitali-
zation. However, results could be improved, for example, 
in the areas of internally displaced persons and the rein-
tegration of veterans (the million people returning from 
war); or in education and training programs. Currently, 
there is room for improvement in rapid response and 
short-term action.

A Path to Integration

Ukraine’s integration into the EU is not only possible 
but also increasingly feasible due to the shifting political 
and economic landscape. The war has created a unique 
opportunity for Ukraine to redefine its social contract 
and pursue a more just and equitable path to develop-
ment. By embracing the principles of Social Europe—an 
approach that prioritizes social justice, solidarity, and 
sustainable development—Ukraine can build a more in-
clusive and prosperous society for all its citizens.

This working paper has highlighted the strengths 
and weaknesses of Ukraine’s legal, economic, and social 
systems, emphasizing the potential for integration from a 
Social Europe perspective. While challenges remain, the 
war has also created a momentum for change that should 
not be missed. By working together with its European 
partners, Ukraine can leverage this opportunity to build 
a better future for itself and contribute to the vision of a 
Social Europe that benefits all its members.
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NATURAL RESOURCES 

Ukraine, approximately 1.2 times the 
size of Spain, lies at the eastern edge 
of Europe and has a generally mod-
erate continental climate. Although 
much of the country is significantly 
colder than the Iberian Peninsula, 
summer temperatures in Yalta close-
ly resemble those in Barcelona, typi-
cally being just 1-2 degrees cooler.

The country boasts exceptional-
ly fertile chernozem or “black earth” 
soils, covering about two-thirds of 
its territory, ideal for cereals and 
oilseeds. Ukraine is the number one 
exporter of sunflower seeds and oil, 
as well as one of the major exporters 
of cereals, poultry meat etc. Spain is 
now the second largest importer of 
Ukrainian goods after Poland.

Ukraine also possesses substan-
tial mineral resources, including 
iron ore, coal, manganese, titanium, 
and uranium, which have histori-

cally supported robust industrial 
sectors such as machine-building, 
metallurgy, and chemicals. Current-
ly, Ukraine’s primary non-agricultur-
al exports are iron ore, as well as iron 
and steel products. While Ukraine 
holds significant rare-earth mineral 
deposits, their development is hin-
dered by outdated geological data—
since these deposits have not been 
exploited or adequately assessed in 
recent years—as well as considerable 
technological, environmental, and 
infrastructure challenges1.

DEINDUSTRIALIZATION AND 
DEPOPULATION OF UKRAINE IN 

COMPARATIVE PERSPECTIVE

At the time of gaining independence 
in 1991, Ukraine was not merely an ag-
ricultural country but was considered 
a highly developed industrial state, 
with strong machine-building, met-

CHAPTER 1

PROSPECTS OF 
ECONOMIC 

MODERNIZATION
by Zakhar Popovych 
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allurgy, and chemical industries con-
tributing significantly to its economy. 

Despite these natural advantages, 
Ukraine has faced significant eco-
nomic and demographic challeng-
es since gaining independence. The 
country has undergone severe de-in-
dustrialization, with manufacturing 
shrinking from 45% of GDP in 1992 
to just 8% in 2022. The once-thriving 
machine-building and heavy indus-
tries have largely declined, replaced 
by an economy increasingly depend-
ent on agriculture and raw material 
exports. Additionally, Ukraine has 
suffered from sustained population 
decline due to low birth rates, high 
mortality, and emigration, exacerbat-
ed by geopolitical instability and war. 

The ongoing war has spurred a 
partial industrial revival, particu-
larly in arms production and other 
sectors supporting the war effort. 
However, the long-term sustainabil-
ity of this military-driven growth re-
mains uncertain. 

While Ukraine remains a stra-
tegically important country with 
vast economic potential, unlock-
ing sustainable growth will require 
substantial investment in industrial 
revitalization, infrastructure devel-
opment, and social policies aimed at 
reversing depopulation trends.

In 1991, when Ukraine gained 
independence, it had a population 
of 51.6 million, surpassing Spain’s 

39.1 million at the time. However, 
due to migration, and demographic 
decline, Ukraine’s population today 
is estimated at 37 million2, which is 
about 76% of Spain’s current 48.9 
million — a figure close to Spain’s 
population in 1991.

Before gaining independence 
in 1991, Ukraine’s economic per-
formance was more comparable to 
that of major EU countries and sig-
nificantly exceeded that of Eastern 
European nations like Poland and 
Romania, which later joined the EU.

In 1991, Ukraine’s Gross Domes-
tic Product (GDP) per capita, ad-
justed for Purchasing Power Parity 
(PPP), was approximately $20,1723. In 
comparison, Poland’s PPP GDP per 
capita was $12,110, and Romania’s 
stood at $14,677. Among EU coun-
tries at that time, Spain had a PPP 
GDP per capita of $31,726, while Por-
tugal’s was $27,856. This means that 
Ukraine’s PPP GDP per capita was 
about 64% of Spain’s in 1991.

However, following the col-
lapse of the Soviet Union, Ukraine’s 
economy suffered severe shocks, in-
cluding hyperinflation, de-industri-
alization, and political instability. 
Since then, Ukraine’s PPP GDP per 
capita has never exceeded $19,000, 
with its 2024 estimate standing at 
$17,250, which is only 35% of Spain’s 
current level.

1. PROSPECTS OF ECONOMIC MODERNIZATIONTHE SOCIAL AND ECONOMIC RECONSTRUCTION OF UKRAINE

In terms of overall economic 
size, Ukraine’s GDP (PPP) in 1992 was 
estimated at $416 billion, surpassing 
the Netherlands and reaching ap-
proximately 60% of Spain’s GDP at 
the time. Over the years, Ukraine’s 
GDP (PPP) has never exceeded $750 
billion. As of 2024, it is estimated at 
$655 billion, which represents about 
24% of Spain’s GDP and 45% of the 
Netherlands’ GDP.

Before gaining independence 
Ukraine was a major industrial power-
house of the Soviet Union with strong 
machine-building and high tech in-
dustries. According to Deutsche 
Bank’s 1990 evaluations4, Ukraine was 
one of the most economically potent 
Soviet republics. Beyond its agricultur-
al strength, which accounted for 46% 
of Soviet agricultural output, Ukraine 
also possessed a diverse industrial base 
and vast mineral deposits. Notably, 
Ukraine had a higher degree of indus-
trialization than Russia, with a strong 
machine-building sector, metallurgy, 
and chemical industries playing a cru-
cial role in its economy. Additionally, 
Ukraine boasted better infrastructure, 
including a more developed transpor-
tation network, higher-density railway 
systems, and modern industrial fa-
cilities. While Ukraine had a slightly 
lower degree of self-sufficiency in in-
dustrial goods compared to Russia, it 
still surpassed all other Soviet repub-
lics in this regard.

Ukraine also played a key role in 
Soviet heavy industry and materials 
production. The country accounted 
for approximately one-third of total 
Soviet steel production and was a 
major center for ferrous and non-fer-
rous metal manufacturing. Its heavy 
industry included locomotive con-
struction and other advanced indus-
trial products. In the chemical sector, 
Ukraine contributed about 20% of 
the Soviet Union’s total coal and ba-
sic chemical production, including 
fertilizers and synthetic fibers. Ad-
ditionally, Ukraine’s mechanical en-
gineering sector produced around 
20% of the USSR’s total industrial 
output, further solidifying its status 
as a critical hub for Soviet industrial 
development.

In addition to its strong heavy 
industry, Ukraine was also a key pro-
ducer of consumer goods within 
the Soviet Union. Its light industry 
played a significant role in supplying 
household appliances and electron-
ics, accounting for approximately 
12% of the Soviet Union’s refriger-
ator production and 34% of its TV 
sets. Ukraine’s automotive industry 
was also an important contributor, 
particularly in the production of 
motorcycles and small cars, which 
were widely used across the USSR. 
These sectors underscored Ukraine’s 
role not only as an industrial power-
house but also as a major supplier of 
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consumer durables within the Sovi-
et economy.

However, in 1990s extractivist 
policies pursued by local Ukrainian 
oligarchs and multinational corpo-
rations pushed Ukraine to abandon 
its machine-building industries and 
integrate into the world market pri-
marily as a supplier of raw materi-
als—mainly grains and agricultural 
products, iron ore and iron, as well as 
ammonia and other basic chemical 
products. The latter sector suffered a 
major setback when rising gas pric-
es virtually halted ammonia produc-
tion. These policies, combined with 
economic instability and external 
shocks, prevented sustained growth.

This shift in the economic 
priorities of Ukraine’s governing 
elites led to a profound structur-
al transformation in the country’s 
industry. In the early 1990s, ma-
chine-building was the dominant 
industrial sector, accounting for 
approximately 31% of industrial 
output, while metallurgy contrib-
uted around 10%. However, by the 
2000s, metallurgy had overtaken 
machine-building as the leading 
industry, contributing over 38% 
of industrial output due to glob-
al demand for raw materials and 
a decline in domestic industrial 
production. Meanwhile, the share 
of machine-building in industrial 
output dropped below 10%, reflect-

ing the sector’s long-term decline 
and the broader de-industrializa-
tion trend in Ukraine.

By the 2010-2020s, agriculture 
emerged as the dominant sector, with 
agricultural exports accounting for 
41% of total exports5 and agriculture 
contributing 8.2% of GDP in 20226 (in 
some years it even exceeds 12%). 

Furthermore, manufacturing 
value added in Ukraine has declined 
dramatically, from 45% of GDP in 
1992 to just 8% in 20227, illustrating 
the severe contraction of the indus-
trial sector and the shift towards an 
extractive economic model. So if in 
the mid-1990s Ukraine was twice as 
industrialized as Spain by this indi-
cator, it is now significantly behind 
Spain. This transition marked a sig-
nificant shift from an industrialized 
economy towards a more extractive, 
export-driven model.

BEYOND ECONOMIC METRICS: 
SOCIAL AND LIVING STANDARDS

While GDP per capita and other eco-
nomic indicators are essential meas-
ures of well-being, they do not fully 
capture the differences in quality of 
life. In 1990, Ukraine had univer-
sal healthcare coverage, nearly full 
employment, and extensive social 
services that provided citizens with 
a baseline level of security. Educa-

THE SOCIAL AND ECONOMIC RECONSTRUCTION OF UKRAINE

tion and literacy rates were high, 
and housing was largely affordable, 
though often in deteriorating condi-
tion. Public transportation was wide-
ly available and inexpensive.

In terms of human development, 
in 1990, Ukraine’s Human Develop-
ment Index (HDI) was 0.725, placing it 
above Portugal (0.703) but slightly be-
low Spain (0.762). By 2021, Ukraine’s 
HDI had risen to 0.773, but Spain 
(0.904) and Portugal (0.866) had wid-
ened the gap, reflecting differences in 
long-term economic stability, health-
care quality, and social protections.8

Life expectancy has also seen a 
significant divergence. In 1990, life 
expectancy at birth in Ukraine was 
70 years, compared to 77 years in 
Spain and 75 years in Portugal. By 
2021, Ukraine’s life expectancy was 
73.4 years (68.4 for males and 78.3 
for females), while Spain reached 
84.0 years (81.2 for males and 86.7 
for females), and Portugal 82.4 years 
(79.5 for males and 85.2 for females)9. 
These figures highlight how dis-
parities in healthcare systems, so-
cio-economic stability, and living 
conditions have grown over time.

Unlike Spain and Portugal, Po-
land and Romania share a more 
comparable post-socialist trans-
formation with Ukraine. In 1990, 
Poland’s HDI was 0.726, nearly iden-
tical to Ukraine’s 0.725, while Ro-
mania was slightly lower at 0.708. 

However, by 2021, Poland’s HDI had 
surged to 0.881, and Romania’s had 
climbed to 0.821, leaving Ukraine be-
hind at 0.773.

A similar trend is evident in life 
expectancy. In 1990, Poland’s life 
expectancy was 71 years, and Roma-
nia’s 69 years, close to Ukraine’s 70 
years. By 2021, Poland had increased 
to 78.3 years (74.4 for males, 82.3 for 
females), and Romania to 76.6 years 
(72.8 for males, 80.7 for females), 
whereas Ukraine remained at 73.4 
years.

Poland and Romania both faced 
economic hardships in the 1990s 
but benefited from EU accession in 
the 2000s, leading to foreign in-
vestment, infrastructure develop-
ment, and institutional reforms. By 
contrast, Ukraine’s economic and 
political instability, lack of deci-
sive reforms, and prolonged oligar-
chic dominance hindered progress. 
While Poland and Romania signifi-
cantly improved their public servic-
es and social protections through 
EU-driven reforms, Ukraine strug-
gled.

Education remains one of 
Ukraine’s strengths. In 2021, its 
gross enrollment ratio in tertiary 
education was 83.4%, reflecting a 
strong commitment to higher ed-
ucation. Poland and Romania had 
similar levels—75.1% in Poland and 
73.4% in Romania—but their ed-
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ucational institutions have better 
international recognition and offer 
more mobility and employment op-
portunities within the EU.

These indicators illustrate that 
while Ukraine was once comparable 
to or even ahead of Portugal and on 
par with Poland and Romania in hu-
man development, it has since fallen 
behind due to economic instability, 
deindustrialization, and systemic 
governance challenges. Meanwhile, 
Poland and Romania, benefiting 
from EU integration, rapid econom-
ic growth, and institutional reforms, 
have improved their living standards 
considerably.

UKRAINE’S EUROPEAN 
ASPIRATIONS AND THE REALITY 

OF INTEGRATION

Ukraine entered independence in 
1991 with an industrial base com-
parable to many EU countries—po-
tentially exceeding Spain’s in terms 
of heavy industry—yet with a much 
lower level of consumer goods avail-
ability and overall living standards. 
This disparity fueled widespread 
public support for breaking away 
from the Soviet Union and seeking 
integration with the European Un-
ion, which was seen as the pathway 
to economic modernization and im-
proved quality of life.

The goal of EU integration was 
central to Ukraine’s post-Soviet iden-
tity. It served as the primary justifi-
cation for market reforms and a key 
source of legitimacy for the country’s 
ruling elites. However, while the pub-
lic overwhelmingly supported Euro-
pean integration, neither Ukrainian 
nor EU leaders ever pursued it with 
full commitment—except perhaps 
in moments of euphoria in the ear-
ly 1990s and following the start of 
Russia’s full-scale invasion in 2022, 
which significantly reshaped geopo-
litical priorities.

Any perceived deviation from 
the European promise was met with 
public frustration, culminating in 
the Euromaidan Revolution of 2014. 
However, in practice, Ukraine’s path 
to EU integration was slow, and 
lacked clear strategic commitment. 
Only in the wake of the ongoing war 
with Russia has the political will for 
real integration into the European 
project intensified—though many 
structural challenges remain.

OLIGARCHIC PRIMARY 
ACCUMULATION POLICIES

Before gaining independence 
Ukraine was a part of the Soviet Un-
ion where all industrial enterprises 
were owned by the state and there 
were no owners of significant capital 
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except some criminal “underground 
millionaires”, but even their fortunes 
were relatively small compared to 
the size of the economy. 

The primary accumulation of 
capital by Ukrainian big business, 
commonly referred to as oligarchs, 
was largely achieved through the 
privatization of state assets under 
highly non-transparent and exploit-
ative conditions. Before this, future 
oligarchs also gained access to large 
state bank credits at almost no in-
terest rates during hyperinflation, 
which allowed them to accumulate 
capital rapidly while the real value of 
repayment diminished. One of the 
most significant mechanisms in this 
process was voucher privatization, in-
troduced in the early 1990s. In theo-
ry, this system was meant to ensure 
that every Ukrainian citizen received 
a share of the national wealth by dis-
tributing privatization vouchers that 
could be exchanged for stock in state-
owned enterprises. However, in prac-
tice, it became a tool for the massive 
and rapid transfer of wealth into the 
hands of a small elite.

Most ordinary citizens were left 
in an impossible position: lacking 
financial literacy, experience with 
markets, or immediate sources of 
income, they were unable to make 
informed investment decisions. The 
most financially literate and fortu-
nate among them managed to sell 

their vouchers—often at a fraction 
of their actual value—to speculators, 
at least getting some compensation. 
However, many others either held 
onto their vouchers and received 
nothing—as the enterprises they in-
vested in were bankrupted, privat-
ized by insiders, or manipulated to 
show no profits—or simply lost their 
assets due to fraudulent schemes.

The legal framework of privati-
zation was systematically exploited 
by oligarchic groups, who leveraged 
political connections to acquire vast 
industrial assets for far below their 
real market value. In many cases, 
state enterprises were transferred for 
free or through rigged auctions where 
only pre-selected bidders could par-
ticipate. Another common tactic in-
volved artificial bankruptcies, where a 
state-owned enterprise would be sad-
dled with debt—often to entities con-
trolled by the same oligarchs—before 
being privatized at a nominal price.

Once the oligarchs secured con-
trol over key industries, they shaped 
a tax and regulatory system that pro-
tected their wealth while shifting the 
fiscal burden onto workers and small 
businesses. Using offshore accounts 
and legal loopholes, large business-
es evaded taxation almost entirely, 
while public services and infrastruc-
ture remained chronically under-
funded. Meanwhile, the political 
influence of oligarchs ensured that 
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competition was stifled, preventing 
the rise of independent businesses 
or innovative industries.

However, the oligarchic accu-
mulation process was not solely a 
product of domestic economic mis-
management and corruption. The 
economic policies of major industri-
alized nations, particularly the Euro-
pean Union and G7 countries, played 
a decisive role in shaping Ukraine’s 
economic trajectory. While Western 
governments pushed for the liber-
alization of Ukraine’s markets to al-
low their consumer goods to flood 
in, they actively blocked Ukrainian 
industrial products from entering 
their own markets through tariffs 
and non-tariff barriers.

For example, the EU maintained 
high tariffs on Ukrainian metallurgi-
cal and chemical products, making 
it difficult for Ukrainian manufac-
turers to compete. In 1994, the EU 
imposed definitive anti-dumping 
measures on imports of hematite 
pig iron from Ukraine, alongside 
similar restrictions on Russia, Po-
land, and Brazil. These duties were 
calculated as a variable levy, ensur-
ing that Ukrainian exporters could 
not compete effectively in European 
markets.10

Beyond metallurgy, Ukraine’s 
chemical industry was also subject to 
numerous anti-dumping investiga-
tions throughout the 1990s and ear-

ly 2000s, further limiting access to 
the European market. Ukraine’s lack 
of Market Economy Status (MES) at 
the time led the EU to use alterna-
tive methodologies in determining 
dumping margins, often leading to 
excessively high duties that restrict-
ed Ukrainian exports11.

Additionally, Ukrainian electri-
cal equipment and machinery faced 
substantial trade restrictions in EU 
markets. While specific tariff rates 
varied, the EU imposed high import 
duties and technical certification 
barriers that made it difficult for 
Ukrainian manufacturers to enter 
the European market, even as Euro-
pean consumer goods—such as au-
tomobiles (which, at the same time, 
were subject to Ukrainian tariffs, re-
stricting imports and protecting lo-
cal car manufacturers), electronics, 
and household appliances—faced 
minimal barriers entering Ukraine. 
This led to a rapid deindustrializa-
tion of Ukraine’s domestic produc-
tion base and increased dependence 
on foreign imports12. 

Beyond trade policy, interna-
tional financial institutions such as 
the International Monetary Fund 
(IMF) and the World Bank (WB) lev-
eraged Ukraine’s difficult economic 
situation to push policies that un-
dermined the country’s industrial 
and technological potential. IMF 
loan conditions often included pri-
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vatization of remaining state-owned 
enterprises, deregulation, austerity 
measures, and restrictions on state 
subsidies for industrial production. 
The World Bank’s structural adjust-
ment programs further encouraged 
Ukraine to abandon high-tech in-
dustries and engineering in favor of 
integrating into the global economy 
as a supplier of raw materials13.

While Ukrainian oligarchs out-
wardly supported foreign direct 
investment (FDI), in practice, they 
ensured that such investment was 
only possible in partnership with an 
established Ukrainian oligarch. Al-
though foreign capital was not legally 
restricted, an intentionally complex 
bureaucratic system—similar to the 
Licence Raj14 system in post-inde-
pendence India—effectively blocked 
independent foreign investors from 
operating in Ukraine. The licensing 
system involved numerous permits, 
unclear regulations, and bureaucrat-
ic delays, making it nearly impossi-
ble for foreign businesses to establish 
themselves without a local part-
ner who could navigate the system 
through political and administrative 
influence. When Western experts 
talk about ‘corruption in Ukraine,’ 
they are most often referring to this 
intentionally complex bureaucrat-
ic environment, which functioned 
similarly to the ‘Licence Raj’ system 
in India after independence. Rather 

than being a series of isolated bribes, 
this system was a structured means 
of restricting competition and main-
taining oligarchic control over key 
industries by forcing external inves-
tors to rely on established political 
and economic elites. This arrange-
ment ensured that foreign invest-
ment did not threaten oligarchic 
dominance but instead reinforced 
their control over key sectors of the 
economy. Some oligarchs reportedly 
told foreign investors with a smirk 
that they were not welcome, saying, 
‘We will loot this country ourselves’.

These policies ensured that 
Ukraine remained trapped in a raw 
material export-based economic 
model, primarily supplying metals, 
agricultural products, and other 
commodities to the world market, 
while being prevented from develop-
ing its own competitive industries. 
The result was the systematic elim-
ination of Ukraine’s potential as an 
industrial competitor. Instead of be-
coming an independent producer of 
high-value goods, Ukraine was grad-
ually pushed into the role of a pe-
ripheral economy dependent on raw 
material exports and foreign-manu-
factured imports.

While domestic oligarchs played 
a key role in consolidating econom-
ic power, their actions were greatly 
facilitated by the economic policies 
imposed by Western institutions and 

1. PROSPECTS OF ECONOMIC MODERNIZATION



3332

governments, which systematically 
favored foreign capital and consum-
er goods over Ukraine’s industrial 
development. This external econom-
ic pressure, combined with the 
self-serving interests of Ukraine’s 
political and business elite, ensured 
that the country’s industrial mod-
ernization was delayed or entirely 
abandoned, leaving Ukraine vulner-
able to economic crises and external 
dependency.

RUSSIAN IMPERIALISM AND 
THE POLITICAL CONSCIOUSNESS 

OF UKRAINIAN OLIGARCHS

In the 1990s, the majority of Ukrain-
ian elites and emerging capitalist 
classes were primarily focused on 
self-enrichment through the loot-
ing of state property. However, by 
the end of the decade, segments of 
the elite recognized the necessity of 
building state institutions to provide 
a degree of security, especially given 
the potential resurgence of Russian 
imperial ambitions. Despite these 
concerns, many Ukrainian elites 
still hoped that NATO and the EU 
would integrate Ukraine as an equal 
partner, a prospect that ultimately 
did not materialize. Consequently, 
Ukraine remained vulnerable.

One of the most significant de-
cisions affecting Ukraine’s long-

term security was its agreement to 
relinquish the world’s third-largest 
nuclear arsenal, following the disso-
lution of the Soviet Union. In return, 
Ukraine signed the Budapest Memo-
randum (1994)15, under which Russia, 
the United States, and the United 
Kingdom assured Ukraine of its ter-
ritorial integrity and security. Howev-
er, these assurances proved symbolic 
rather than enforceable.

Until 2014, this precarious bal-
ance held as Russia lacked the mil-
itary capability for a direct invasion, 
while Ukraine pursued a multi-vec-
tor foreign policy, attempting to bal-
ance its relations with both Russia 
and the European Union. However, 
as Ukraine’s financial situation wors-
ened, external pressures from both 
the EU and Russia increased. Both 
sides sought Ukraine’s unilateral 
economic alignment, either through 
an EU Association Agreement or 
membership in the Russian-led Cus-
toms Union. When Chancellor An-
gela Merkel and other EU leaders 
refused to offer substantial financial 
assistance, Ukraine faced an immi-
nent economic crisis. As a result, 
President Viktor Yanukovych’s gov-
ernment postponed signing the EU 
Association Agreement and instead 
secured a loan from Russia. This de-
cision, perceived as a symbolic shift 
away from European integration, 
provoked the Euromaidan Revolu-
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tion, which ultimately led to Yanuk-
ovych’s removal from office.

Russia exploited the subsequent 
instability by launching a military in-
tervention, leading to the annexation 
of Crimea16 and the outbreak of war 
in the Donetsk and Luhansk regions. 
This development shocked both the 
Ukrainian public and its political 
elite. The experience of Russian oc-
cupation demonstrated to Ukraine’s 
oligarchs the precariousness of their 
economic assets under Russian con-
trol. The property rights of busi-
nesses in occupied territories were 
systematically violated, prompting 
even oligarchs who had previously 
maintained close ties with Russia to 
recognize the necessity of an inde-
pendent Ukrainian state. Owners of 
major enterprises—including indus-
trial and agricultural firms, banks, 
retail networks, online platforms, 
and logistics companies—realized 
that their business operations de-
pended on the protection provided 
by Ukraine’s state institutions. This 
was particularly evident in compa-
nies such as Nova Poshta (“Ukraine’s 
UPS”) and Rozetka (“Ukraine’s Ama-
zon”), which became increasingly pa-
triotic in their stance.

Despite growing recognition 
of the need for a strong state and 
armed forces, Ukrainian oligarchs 
resisted paying the necessary taxes 
to support these institutions. Prof-

it-shifting practices in the iron ore 
and agricultural export sectors per-
sisted, with only minimal progress 
toward fair taxation of big business-
es. Russia, observing the slow pace of 
Ukrainian state-building, assumed 
that time was on its side. Moscow be-
lieved that Ukraine would eventually 
collapse under the economic strain 
of the war in Donbas and continued 
oligarchic corruption.

When Volodymyr Zelensky was 
elected president in 2019, the Krem-
lin interpreted it as a sign of Ukrain-
ian political collapse, anticipating 
a weakened government that might 
negotiate a settlement. However, 
Zelensky’s refusal to recognize Rus-
sian-appointed “representatives” of 
Donbas in Ukraine’s political sys-
tem shattered these expectations. 
Instead, his administration pursued 
policies aimed at enhancing trans-
parency, reducing corruption, and 
imposing fair taxation on oligarchs, 
alongside a renewed emphasis on 
strengthening the armed forces. 
These actions signaled to Putin that 
Ukraine was not on the verge of im-
plosion, prompting him to escalate 
toward a full-scale invasion in 2022.

Russia’s full-scale invasion in 
2022 had a catastrophic impact on 
Ukraine’s industrial sector. Target-
ed strikes on power plants, trans-
portation networks, and industrial 
facilities led to a sharp decline in 
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production capacity. Many factories 
were forced to halt operations due to 
power outages, lack of raw materials, 
and logistical challenges associated 
with disrupted supply chains. The 
blockade of Ukraine’s Black Sea ports 
further restricted exports, leading to 
severe financial losses across indus-
tries reliant on foreign markets.

The war also exacerbated labor 
shortages as millions of Ukrainians 
fled to neighboring countries, and 
many skilled workers enlisted in the 
armed forces. Consequently, many 
industries struggled to maintain 
even minimal production levels. En-
tire industrial hubs in regions like 
Donetsk, Luhansk, and Zaporizhzhia 
suffered irreversible damage, with 
some facilities reduced to rubble.

IT SERVICES AND 
DIGITALIZATION POLICIES

In the early 2000s, Ukraine expe-
rienced a significant digital gap 
compared to European standards, 
particularly regarding broadband 
internet access. However, the coun-
try swiftly improved its internet in-
frastructure, achieving extensive 
coverage through affordable broad-
band—substantially cheaper than 
the European average—and reliable, 
inexpensive mobile data networks. 
These advancements, coupled with 

lax copyright enforcement, enabled 
Ukrainians near-unrestricted access 
to research materials and cultural 
products at minimal cost.

This infrastructure development 
laid the groundwork for the rap-
id growth of Ukraine’s IT industry, 
which emerged as a remarkable ex-
ception within an otherwise vulner-
able industrial sector, particularly 
amid ongoing Russian aggression. 
By 2021, Ukraine had firmly estab-
lished itself as a significant global 
hub for outsourced IT services, ben-
efiting from a highly educated work-
force and competitive labor costs. 
The sector generated more than $7 
billion in export revenues annually, 
employing approximately 300,000 
IT professionals.

The 2022 invasion inevitably im-
pacted this growth, causing the first 
notable decline in Ukrainian IT ser-
vice exports, with revenues decreasing 
by around 5% in 2023.17 Nevertheless, 
the sector displayed exceptional ad-
aptability by transitioning swiftly to 
remote work and leveraging interna-
tional support networks to maintain 
operational continuity.

A key element in bolstering 
Ukraine’s digital resilience has been 
governmental digitalization initia-
tives, particularly those led by the 
Ministry of Digital Transforma-
tion. The introduction of the Diia 
platform—a unified portal and app 
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providing over 130 public servic-
es, including digital identification, 
business registration, and document 
management—marked a significant 
leap forward in state digital services. 
Compared to European counterparts 
like Spain’s Cl@ve and Adminis-
tración Electrónica, Ukraine’s cen-
tralized Diia stands out due to its 
integrated and user-centric design.

In recent years, internet usage in 
Ukraine has notably increased, with 
80% of Ukrainians reporting daily 
internet use in 2023, up from 72% 
in the previous year. This progress 
indicates Ukraine’s commitment 
to enhancing digital accessibility, 
bringing it closer to EU averages, 
where 94% of households had inter-
net access and 80% of individuals 
used the internet daily as of 2024.18 

Despite these advances, consid-
erable challenges remain. Although 
Ukraine boasts extensive mobile net-
work coverage, fixed broadband sub-
scriptions remain among the lowest in 
Europe, likely exacerbated by wartime 
disruption and ongoing economic 
difficulties. Nonetheless, Ukraine’s 
fixed broadband subscription rate 
surpasses the global average and sig-
nificantly exceeds rates in countries 
like Tunisia, Algeria, and Morocco, 
and closely aligns with Turkey’s level.

Furthermore, digital literacy re-
mains unevenly distributed across 
the population, limiting the full 

societal impact of these digital ini-
tiatives. While Ukraine maintains a 
high per capita number of IT spe-
cialists relative to its population, 
sustained investment in digital ed-
ucation and infrastructure is crucial 
to ensure long-term competitiveness 
and economic recovery.

Thus, while Ukraine’s digitali-
zation and IT sector policies have 
effectively mitigated some wartime 
disruptions, continuous strategic 
efforts and investments remain es-
sential to fully capitalize on their 
economic and social potential, align-
ing closely with Ukraine’s evolving in-
dustrial and defense policy priorities.

UKRAINE’S SHIFT TOWARD 
INDUSTRIAL POLICY AND DEFENSE 

PRODUCTION

Prior to the full-scale invasion, 
the Ukrainian government large-
ly viewed military modernization 
as a matter of increasing defense 
spending and purchasing Western 
weapons. Ukraine’s once-potent mil-
itary-industrial complex, which had 
been substantial in the late Soviet 
era, was seen as technologically out-
dated. As a result, economic policy 
prioritized developing Ukraine as an 
“agricultural superpower”, with the 
goal of using agricultural exports to 
finance weapons procurement.
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However, following the full-scale 
Russian invasion in 2022, Ukraine’s 
ability to effectively resist and uti-
lize high-tech weaponry shocked 
both Russian military planners and 
Western allies. Nevertheless, the cau-
tious and limited supply of advanced 
weapons from the West forced 
Ukrainian leadership to reconsider 
its long-term defense capabilities. 
The realization grew that indigenous 
military production, research, and 
development were essential for sur-
vival. While Ukraine’s defense sec-
tor remained somewhat outdated, it 
became clear that even a moderate 
domestic arms industry would be 
crucial for sustaining resistance in a 
protracted war.

For the first time in Ukraine’s 
post-Soviet history, genuine efforts 
were made to invest in domestic 
industrial development, primarily 
within the defense sector. This grow-
ing recognition of industrial self-suf-
ficiency gradually pushed Ukrainian 
leadership toward adopting a con-
sistent industrial policy and, eventu-
ally, considering a more structured 
approach to science, technology, 
and innovation policy. While this 
process remains slow and fraught 
with challenges, the necessity of a 
sustainable, technology-driven in-
dustrial base has become increasing-
ly evident for Ukraine’s survival and 
future economic development.

Now the Ukrainian government 
has shifted away from its historical-
ly laissez-faire economic approach, 
recognizing the need for direct in-
tervention to sustain key industries 
and prevent further economic col-
lapse. This shift marked a significant 
departure from pre-war economic 
policies, which prioritized deregula-
tion and foreign investment without 
strong state involvement in industri-
al planning.

Key policies implemented include19:

	 State support for defense pro-
duction: The war underscored 
Ukraine’s urgent need for self-suf-
ficiency in arms production. The 
government expanded domestic 
manufacturing of drones, artillery, 
and munitions to reduce depend-
ency on Western supplies. Invest-
ments in private defense startups 
were also encouraged, fostering 
an innovative and adaptive mili-
tary-industrial sector.

	 Subsidies for relocated enterpris-
es: To prevent industrial collapse 
in frontline areas, the government 
provided financial assistance to 
companies willing to relocate op-
erations to safer regions in west-
ern Ukraine. Special economic 
zones were established to facilitate 
this transition, offering tax breaks 
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and logistical support to displaced 
businesses.

	 Trade protections and localization 
laws: In an effort to stimulate lo-
cal production, the government 
imposed procurement regula-
tions that prioritized Ukrainian 
manufacturers. These laws aimed 
to ensure that a greater share of 
government contracts, particular-
ly in defense and infrastructure, 
benefited domestic firms. Howev-
er, concerns remain about com-
pliance with international trade 
agreements.

	 Strategic partnerships with West-
ern countries: Ukraine actively 
sought co-investment agreements 
with its Western allies to modern-
ize key industries. The European 
Commission and international fi-
nancial institutions pledged funds 
to support industrial recovery, 
with a focus on defense produc-
tion, energy security, and trans-
portation infrastructure20.

While these policies represent 
progress, they also highlight persis-
tent challenges:

1.	 Financing Gaps: Despite govern-
ment subsidies, many businesses 
struggle to access affordable cred-
it. High-interest rates and limit-

ed access to long-term financing 
remain barriers to industrial ex-
pansion.

2.	 Technological Modernization: 
Ukrainian industries lag behind 
Western counterparts in terms of 
automation and efficiency. Out-
dated machinery and production 
methods hamper competitive-
ness in international markets.

3.	 Market Access and Trade Restric-
tions: Ukraine faces significant 
hurdles in exporting industrial 
goods due to logistical disruptions 
and regulatory barriers imposed 
by trading partners. The Europe-
an Union’s Carbon Border Adjust-
ment Mechanism (CBAM) poses an 
additional challenge for high-emis-
sion sectors like metallurgy.

4.	 Energy Security: Ongoing Rus-
sian attacks on Ukraine’s energy 
infrastructure threaten industri-
al stability. While investments in 
renewable energy are underway, 
reliance on fossil fuels and cen-
tralized power grids remains a 
vulnerability.

Addressing these issues requires 
a long-term, multi-faceted approach 
that integrates financial support, 
technological investment, and struc-
tural reforms.
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FROM INDUSTRIAL TO THE 
INNOVATION, TECHNOLOGY AND 

SCIENCE POLICY

The need for technological mod-
ernization and a coherent science 
and technology policy is critical for 
Ukraine’s survival. However, these 
areas remain underdeveloped. While 
some technological programs exist—
particularly in the defense sector, 
such as long-range missile develop-
ment, drone warfare, and electronic 
warfare—the state primarily relies on 
fragmented, proprietary, and redun-
dant private-sector research without 
a clear national strategy.

Currently, Ukraine allocates 
substantial financial resources to de-
fense. The volume of state defense or-
ders reaches billions of dollars. In the 
2025 budget, approximately $17.5 bil-
lion21 has been earmarked for weap-
ons production and procurement, 
with at least $1 billion dedicated to 
establishing new production facilities 
and developing new types of weap-
onry. In contrast, total state budget 
expenditures on science amount to a 
mere $0.08 billion22 this year.

This stark imbalance raises serious 
concerns. It suggests that government 
leadership either underestimates the 
critical role of fundamental scientific 
research in national defense or avoids 
responsibility for technological poli-
cy, expecting weapons manufacturers 

to independently develop and fund 
necessary innovations. Regardless of 
the reason, such an approach will in-
evitably lead to wasted resources and, 
more importantly, lost time due to 
parallel, proprietary research efforts. 
This fragmented strategy narrows the 
scope of technological exploration—
an approach that could have dire 
consequences in Ukraine’s ongoing 
technological competition with its 
aggressor.

The exchange and utilization 
of intellectual property and know-
how in the defense sector must be 
properly regulated and coordinated 
by the state—at a minimum, follow-
ing models like those in the United 
States, but possibly in a more radical 
manner given Ukraine’s urgent na-
tional security needs.

Ukraine’s science, technology, 
and innovation (STI) policy remains 
a critical yet underdeveloped ele-
ment of its national strategy, facing 
systemic challenges exacerbated by 
the ongoing war. Despite possess-
ing significant scientific potential, 
a strong institutional legacy, and a 
highly skilled workforce, structur-
al weaknesses continue to hinder 
the country’s ability to translate re-
search into tangible economic and 
defense capabilities.

The European Commission’s lat-
est report on Ukraine underscores 
this issue, noting that despite some 
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progress—such as integration into 
Horizon Europe and advancements 
in smart specialization strategies—
Ukraine remains only moderately 
prepared in the field of science and 
research. Addressing this gap is es-
sential for ensuring Ukraine’s long-
term resilience and technological 
sovereignty23.

EXTENT OF WAR DAMAGE, 
RECONSTRUCTION NEEDS, 

AND DEBT BURDEN

The Russian full-scale invasion that 
began in February 2022 has inflicted 
devastating damage on Ukraine. Re-
ports from the World Bank and the 
IMF estimate that Ukraine’s recon-
struction will require at least $411 
billion as of 2023, with long-term 
projections reaching $1 trillion24. 
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Gráfico 1: Monthly estimate war damage to the Ukranian economy.

Source: Kyiv Schoolof Economics. 
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These figures underscore the mag-
nitude of investment needed to re-
build critical infrastructure, support 
displaced populations, and modern-
ize key sectors. 

Simultaneously  war has precip-
itated a sharp increase in Ukraine’s 
public debt, which surged by 60% 
between early 2022 and Novem-
ber 2024, reaching nearly $100 bil-
lion. This escalation is attributed to 
heightened military expenditures, 

economic contraction, and reliance 
on external financial assistance. 
Servicing this debt diverts critical 
resources from reconstruction and 
social services, posing a significant 
obstacle to economic revitalization25.

In response to the mounting debt 
crisis, Ukraine has engaged in nego-
tiations with international creditors 
to restructure its obligations. No-
tably, in September 2024, Ukraine 
successfully restructured over $20 

billion in international bonds, 
achieving a 37% principal reduction 
and significant coupon adjustments. 
This agreement is projected to save 
Ukraine approximately $11.4 billion 
over the next three years, providing 
essential fiscal relief during the on-
going conflict.

However, challenges persist, par-
ticularly concerning GDP-linked 
warrants issued during a 2015 debt 
restructuring. These instruments 
obligate Ukraine to substantial pay-
ments as its economy grows, poten-
tially leading to significant financial 
outflows in the coming years. Ad-
dressing the terms of these warrants 
remains a critical component of 
Ukraine’s debt management strategy.

Recognizing the enormity of 
Ukraine’s reconstruction needs, 
the international community has 
convened multiple conferences to 
coordinate aid and support. The up-
coming Ukraine Recovery Confer-
ence (URC2025), scheduled for July 
10-11, 2025, in Rome, aims to unite 
governments, international organiza-
tions, financial institutions, business-
es, and civil society. The conference 
will focus on fostering resilience and 
facilitating long-term reconstruc-
tion, adhering to the principles estab-
lished in previous forums26.

A significant development in in-
ternational support is the $50 bil-
lion loan package finalized by the G7 

nations in October 2024. This loan, 
backed by interest generated from 
frozen Russian assets, includes a $20 
billion contribution from the United 
States27. The innovative use of these 
assets aims to provide Ukraine with 
necessary funds without further ex-
acerbating its debt burden.

Despite ambitious commit-
ments, the gap between pledges and 
disbursements remains significant, 
as highlighted in reports by the Euro-
pean Council on Foreign Relations28. 
Full EU integration entails not just 
rebuilding but fundamentally trans-
forming Ukraine’s governance, 
economy, and society. The European 
Commission’s accession criteria re-
quire alignment with EU standards 
in areas such as labor laws, environ-
mental protections, and public ser-
vices. To achieve this, experts suggest 
sustained annual investments equiv-
alent to 3-5% of Ukraine’s GDP over 
at least a decade.

Moreover, integration will de-
mand coordinated support from 
international financial institu-
tions, such as the European Bank 
for Reconstruction and Develop-
ment (EBRD), which has outlined 
Ukraine’s potential as a hub for in-
novation and growth post-recovery.

Recent developments have in-
troduced additional complexities 
to Ukraine’s reconstruction ef-
forts. On February 17, 2025, reports 
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Gráfico 2: Ukranian External Debt.
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emerged that U.S. President Donald 
Trump proposed a deal requiring 
Ukraine to transfer 50% of its reve-
nues from critical minerals, oil and 
gas, ports, and infrastructure to the 
United States as compensation for 
military aid provided during the 
ongoing conflict. This demand, 
amounting to $500 billion, has 
been met with significant concern 
from Ukrainian officials and inter-
national observers. Critics argue 
that such an agreement could se-
verely undermine Ukraine’s eco-
nomic sovereignty and long-term 
development prospects, effectively 
transforming the nation into an 
economic dependent of the U.S. 
Ukrainian President Volodymyr 
Zelensky has reportedly rejected 
the proposal, citing the lack of ad-
equate security guarantees and the 
disproportionate nature of the de-
mands. This situation underscores 
the delicate balance Ukraine must 
navigate between securing immedi-
ate support for reconstruction and 
preserving its economic autonomy.

These challenges are further 
compounded by ongoing peace nego-
tiations between the U.S. and Russia, 
from which Ukraine has been nota-
bly excluded. The absence of Ukrain-
ian representation in discussions 
directly impacting its sovereignty 
raises concerns about the legitimacy 
and sustainability of any agreements 

reached. European allies have also ex-
pressed unease over being sidelined, 
emphasizing the necessity of includ-
ing all stakeholders in the peace pro-
cess to ensure a comprehensive and 
enduring resolution.

As the U.S. signals a potential 
reduction in its commitment to 
Ukraine, the European Union has 
stepped up its support, emphasizing 
its dedication to Ukraine’s war ef-
fort and long-term stability. The EU 
recently announced an enhanced 
commitment to financial and mil-
itary aid, underscoring its strategic 
interest in ensuring Ukraine’s resil-
ience and alignment with European 
values. This shift highlights Europe’s 
increasing role in Ukraine’s war and 
reconstruction efforts as U.S. priori-
ties evolve.

President Ursula von der Leyen29  
emphasized the EU’s critical role in 
ensuring Ukraine’s financial stabili-
ty and defense. She highlighted that 
the EU has committed €135 billion 
(approximately $145 billion) in sup-
port—more than any other ally—
including $52 billion in military 
assistance, matching U.S. contribu-
tions. She further outlined Europe’s 
plans to scale up defense produc-
tion and spending, reinforcing both 
European and Ukrainian military 
capabilities. The EU is carrying its 
full share of military assistance and 
stands ready to do even more.

China has also expressed read-
iness to participate in Ukraine’s re-
building efforts, claiming that it 
has the resources to execute recon-
struction quickly and cost-effective-
ly30. However, China’s involvement 
is closely tied to broader geopoliti-
cal negotiations, including so-called 
‘peace negotiations’ from which 
Ukraine and the EU have been ex-
cluded. These negotiations, domi-
nated by the U.S. and Russia, have 
raised concerns about the sustain-
ability and fairness of any proposed 
resolutions. Given this exclusion, 
the war is likely to persist for an ex-
tended period, leading to further de-
struction and a growing debt burden  
for Ukraine.

These challenges are further 
compounded by ongoing peace nego-
tiations between the U.S. and Russia, 
from which Ukraine has been nota-
bly excluded. The absence of Ukrain-
ian representation in discussions 
directly impacting its sovereignty 
raises concerns about the legitimacy 
and sustainability of any agreements 
reached. European allies have also ex-
pressed unease over being sidelined, 
emphasizing the necessity of includ-
ing all stakeholders in the peace pro-
cess to ensure a comprehensive and 
enduring resolution.

In summary, while internation-
al support is crucial for Ukraine’s 
recovery, it is imperative that such 

assistance does not compromise the 
nation’s sovereignty or long-term 
development. A balanced approach, 
involving transparent negotiations 
and equitable partnerships, is es-
sential to rebuilding a resilient and 
self-sufficient Ukraine.

CURRENT PERFORMANCE 
OF UKRAINIAN ECONOMY

Ukraine’s economy has faced sig-
nificant challenges since Russia’s 
invasion in 2022. That year, the 
country’s gross domestic product 
(GDP) contracted by approximately 
30%, with total estimated damage to 
infrastructure, businesses, and hous-
ing exceeding $135 billion. The most 
heavily impacted sectors included 
energy, transportation, and industry. 
However, despite these setbacks, the 
economy showed a modest recovery 
in 2023, growing by 5.3%.

The Ukrainian economy has 
demonstrated remarkable resilience 
in the face of persistent war-relat-
ed disruptions, supply chain frag-
mentation, and external financial 
dependencies. In 2024, the country 
achieved moderate economic re-
covery, though significant uncer-
tainty remains regarding long-term 
growth prospects. Various interna-
tional organizations provide differ-
ing forecasts for 2025, reflecting the 
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complexity of the ongoing crisis. 
This chapter presents an overview of 
Ukraine’s economic performance in 
2024, examines key structural con-
straints, and analyzes the outlook for 
2025 in the broader context of social 
and economic reconstruction from a 
Social Europe perspective.

According to preliminary esti-
mates from the Ministry of Econ-
omy of Ukraine, GDP grew by 3.6% 
in 2024, while the Institute for Eco-
nomic Research and Policy Con-
sulting provided a slightly higher 
estimate of 3.8%. These figures align 
closely with earlier projections from 
international financial institutions. 
The World Bank had forecasted a 
3.2% increase in GDP, while the Eu-
ropean Bank for Reconstruction 
and Development (EBRD) expected 
growth to reach 3.0%.

Despite a positive growth rate, 
the Ukrainian economy remains 
fragile, with structural weakness-
es constraining its full recovery. 
Growth in 2024 primarily reflects 
economic adaptation to wartime 
conditions, including the resilience 
of key industries and external finan-
cial support, but it remains well be-
low pre-war potential.

Major Structural Challenges and 
Constraints include:

1.	 Workforce Loss Due to Emi-
gration and Conscription. The 
ongoing conflict has led to sig-
nificant workforce depletion due 
to both emigration and military 
conscription. Since 2022, an es-
timated 6.5 million people have 
left Ukraine, many of whom were 
of working age, leading to severe 
labor shortages in key sectors. 
Additionally, over 1 million indi-
viduals have been mobilized into 
the armed forces, further strain-
ing the civilian labor market. 
These trends have disproportion-
ately impacted industries such 
as construction, manufacturing, 
and services, leading to reduced 
productivity and increased la-
bor costs. The long-term effects 
of workforce depletion remain a 
major concern for economic re-
covery and demographic sustain-
ability. 

2.	 Infrastructure Damage and En-
ergy Sector Crisis. The war has 
severely damaged critical in-
frastructure, particularly in the 
energy sector. Russian attacks 
on power plants and transmis-
sion lines caused widespread 
blackouts and heating shortages 
throughout 2024. Estimates sug-

gest that damage to the electric 
power sector alone exceeded $11.4 
billion, while total restoration 
costs could reach $30 billion. 
These disruptions have directly 
affected industrial output, busi-
ness operations, and household 
welfare.

3.	 Rising Poverty and Social Vulner-
ability. The prolonged conflict has 
led to severe social consequences. 
Since 2022, an additional 1.8 mil-
lion people have fallen below the 
poverty line, bringing the total 
number of people living in pov-
erty to 9 million. Inflation, wage 
stagnation, and employment in-
stability have further deteriorat-
ed living standards. Although 
external financial assistance has 
helped mitigate some of these 
effects, social vulnerabilities con-
tinue to pose risks to long-term 
economic stability.

Despite the war, Ukraine’s private 
sector has demonstrated remarkable 
adaptability. Certain industries, such 
as agriculture, IT services, and man-
ufacturing, have partially recovered, 
supported by improved logistics and 
external demand. However, many 
small and medium-sized enterpris-
es (SMEs) remain financially fragile, 
struggling with liquidity constraints, 
reduced investment inflows, and 

persistent uncertainty about future 
operations.

QUIETLY ABANDONING 
NEOLIBERALISM

Initially, the Ukrainian govern-
ment pursued an economic strate-
gy emphasizing liberalization and 
deregulation as a means to sustain 
economic activity during wartime. 
However, as highlighted by Dr. Luke 
Cooper in his research on Ukraine’s 
economic resilience, this approach 
posed risks to national defense and 
economic stability. Excessive privat-
ization and labor market flexibility 
mirrored some of the missteps made 
in the post-Soviet transition period, 
creating vulnerabilities rather than 
strengthening economic recovery.

Recognizing these challeng-
es, policymakers gradually shifted 
towards greater state intervention 
in key economic sectors. By 2024, 
Ukraine had started to abandon 
neoliberal economic policies, in-
creasing direct state involvement in 
infrastructure projects, financial sta-
bilization, and industrial policy. This 
shift, documented by Luke Cooper in 
his article ‘Ukraine is Quietly Aban-
doning Neoliberalism31‘, reflects a 
broader realization that sustained 
national resilience requires a co-
ordinated economic strategy that 
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balances market mechanisms with 
strong state support.

Further reinforcing this shift, 
a study by Brian Milakovsky and 
Volodymyr Vlasiuk in their Frie-
drich-Ebert-Stiftung (FES) report32  
emphasizes the necessity of revers-
ing decades of deindustrialization. 
The authors argue that Ukraine’s 
survival and long-term resilience 
depend on reviving domestic in-
dustries, strengthening state-led 
investment in strategic sectors, and 
ensuring that reconstruction ef-
forts support economic sovereignty 
rather than deepening dependency 
on external markets. The Ukrainian 
government has increasingly prior-
itized industrial policy, recognizing 
that wartime market failures require 
proactive state-led interventions to 
sustain essential production and in-
frastructure.

The state’s expanding role in 
economic governance has been par-
ticularly evident in the management 
of reconstruction funds, industrial 
revitalization efforts, and labor pol-
icies aimed at preventing further 
workforce depletion. This approach 
aligns with broader European eco-
nomic models that emphasize social 
protection, strategic investments, 
and public-private partnerships to 
foster sustainable growth in post-cri-
sis economies.

POLICY RECOMMENDATIONS 

1.	 Increase Taxation on Extractivist 
Industries: Implement higher tax 
rates on corporations engaged in 
raw material extraction (e.g., min-
ing, metallurgy, and large-scale 
agricultural exports) to ensure 
they contribute fairly to state rev-
enues.

2.	 Tax Incentives for Manufac-
turing & Engineering: Provide 
tax benefits and subsidies for 
high-value manufacturing, ma-
chine-building, and industrial 
R&D to encourage technological 
advancement and industrializa-
tion.

3.	 Close Loopholes for Fake Individ-
ual Entrepreneurs (FOPs): Reform 
the tax system to prevent large 
companies from exploiting tax 
benefits meant for small entre-
preneurs, ensuring fair tax con-
tributions.

4.	 Strengthen Transfer Pricing Reg-
ulations: Enhance oversight on 
multinational corporations to 
prevent profit shifting and tax 
avoidance, ensuring fair corpo-
rate taxation within Ukraine.

5.	 Debt Restructuring & Cancella-
tion: Advocate for cancellation 

and restructuring of Ukraine’s 
external debt to free up resources 
for reconstruction, investment, 
and social development.

6.	 Strategic State Investments in 
Industrial Revitalization: Ex-
pand public investment in 
high-tech industries, including 
machine-building, defense, and 
advanced manufacturing, to mod-
ernize Ukraine’s industrial base.

7.	 Localization & Public Procure-
ment Laws: Implement policies 
requiring government contracts 
to prioritize domestic produc-
tion, particularly in defense, 
infrastructure, and transport in-
dustries.

8.	 Establish Special Economic 
Zones for Industrial Growth: Cre-
ate designated industrial hubs 
with tax incentives and infra-
structure support for high-value 
production while avoiding arti-
ficial support for unproductive 
sectors.

9.	 Public-Private Partnerships for 
Industrial Development: Foster 
collaboration between the state 
and businesses to drive industrial 
modernization, reduce depend-
ency on raw material exports, and 
develop domestic production.

10.	Export Market Diversification: 
Reduce reliance on raw material 
exports by expanding Ukraine’s 
global market presence in man-
ufactured goods and high-tech 
industries.

11.	 Increase R&D Funding & Coor-
dination: Expand government 
funding for scientific research, 
particularly in applied sciences, 
defense technologies, and indus-
trial innovation, to support long-
term economic growth.

12.	Integrated Defense-Technology 
Strategy: Ensure that investments 
in military R&D also contribute 
to the development of civilian in-
dustries, fostering technological 
spillovers and dual-use innova-
tions.

13.	Talent Retention & Brain Circu-
lation: Offer competitive salaries, 
research grants, and international 
collaboration opportunities to re-
tain top Ukrainian scientists and 
engineers, preventing brain drain.

14.	Strengthen International STI 
Collaboration: Deepen engage-
ment with EU Horizon programs 
and global research networks 
to secure funding, technology 
transfers, and access to advanced 
scientific developments.
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15.	Develop State-Led Innovation 
Clusters: Establish research and 
industrial clusters focusing on 
critical fields such as energy, elec-
tronics, AI, aerospace engineer-
ing, and advanced materials to 
drive technological advancement.

This integrated policy agen-
da aims to transition Ukraine from 
an extractivist economic model to 
an advanced industrial and knowl-
edge-based economy, ensuring 
long-term growth, technological sov-
ereignty, and economic resilience.
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CHAPTER 2

The ongoing war in Ukraine has had 
a devastating impact on the coun-
try’s social fabric, exacerbating exist-
ing vulnerabilities and highlighting 
the critical need for robust social 
protection systems. This chapter 
delves into the intricate challenges 
faced by Ukraine’s social protection 
systems in the wake of the conflict, 
drawing upon the insights presented 
in the Friedrich-Ebert-Stiftung (FES) 
report, “In Search of the Progressive 
Paths to Rebuild Ukraine.” 33    

THE SOCIAL IMPACT OF THE WAR

The ongoing war has inflicted a dev-
astating toll on Ukraine’s population, 
resulting in a substantial loss of life, 
widespread displacement, and severe 
economic hardship. The OHCHR 
has verified a total of 35,160 civilian 
casualties during Russia’s invasion of 
Ukraine as of 31 July 2024. Of them, 

23,640 people were reported to have 
been injured. However, OHCHR spec-
ified that the real numbers could be 
higher. According to data from the 
National Police, more than 55,000 
people are missing in Ukraine. As a 
result of the hostilities, as of March 
2024, more than 13,000 children 
were left without parental care, and 
1,759 of them were orphaned.   

As of April 2024, the Interna-
tional Organization for Migration 
(IMO) estimated that approximately 
3.5 million persons were internal-
ly displaced within Ukraine. Pro-
tracted displacement is becoming 
more prevalent, as 82% of all inter-
nally displaced persons (IDPs) have 
been displaced for longer than one 
year. As of the end of 2023, 39% of 
all IDPs have been displaced more 
than once. The estimated number 
of Ukrainians living abroad because 
of the war, as of the end of January 
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2024, was 4.9 million. Most (almost 
80%) are women, with the largest 
share of women aged 35-44 (13%) and 
children. According to UNHCR, by 
the end of 2023, 1.2 million Ukraini-
ans had been forcibly displaced (less 
often left on their own) to Russia.

EXACERBATION OF EXISTING 
VULNERABILITIES

The war has disproportionately im-
pacted vulnerable groups, including 
internally displaced persons (IDPs), 
older persons, people with disabili-
ties, and women. IDPs face immense 
challenges in accessing adequate 
housing, securing employment op-
portunities, and obtaining essential 
services. Older persons and individu-
als with disabilities often encounter 
difficulties evacuating from conflict 
zones and finding accessible accom-
modation. Women, in particular, 
have been disproportionately affected 
by the war, facing a heightened risk 
of gender-based violence and an in-
creased care burden due to the break-
down of social support networks.

HOUSING INSECURITY

As of 2024, the key unresolved issue 
of the overall integration process of 
IDPs in Ukraine is equitable access to 

housing. The state housing programs 
that existed before the war, such as 
housing programs for young families, 
have been very limited in their cov-
erage and were relatively ineffective, 
as they were primarily focused on 
supporting property purchases, thus 
remaining unavailable for the low-in-
come population. Since the armed 
conflict between Russia and Ukraine 
began in 2014, the housing problems 
of IDPs have never been comprehen-
sively addressed, especially in terms 
of long-term solutions.

Due to the mass household pri-
vatization of previously state-owned 
housing stock in the 90s, for the cost 
of administrative fees, most Ukrain-
ians still live in the flats and houses 
they own. As social housing options, 
including social housing stock itself 
and rent subsidies, are scarce due to 
underinvestment and a non-profit 
rental market remains underdevel-
oped, displacement (and/or los-
ing one’s home due to bombing) in 
Ukraine usually means moving from 
accommodation people owned to 
rented accommodation. The need 
to pay rent (and to spend money on 
furnishing a new apartment and 
buying necessities, as many IDPs fled 
the war and lost all their belongings) 
significantly affects the livelihood 
of IDPs, as before displacement, this 
was not a part of their expenses and 
many cannot afford to furnish these 

new and often very temporary or un-
certainty temporary (i.e., the length 
of stay is unclear due to renters and 
lenders’ circumstances and the lack 
of protection of rights) homes. The 
situation of those who rent is com-
plicated by the lack of regulations in 
the private rental market (e.g., there 
are no rent caps or similar mecha-
nisms to stop rental prices rising), 
including tenant’s rights protection, 
such as anti-eviction mechanisms.

CHALLENGES FOR OLDER PERSONS

The dominant social category among 
those remaining in conflict zones is 
older persons. The consequences 
of the war highlighted the value of 
reciprocal support between the gen-
erations in a family and communi-
ty, especially the strong dependence 
of older adults on their informal 
networks and difficulties in main-
taining adequate living conditions 
without it, especially in situations of 
forced internal displacement.

Before the full-scale invasion, 
many older adults in Ukraine found 
themselves at the intersection of 
factors contributing to their vul-
nerability and multiplying it. Older 
persons are the most economically 
disadvantaged group of the popula-
tion, with the highest level of mate-
rial deprivation and poverty. Around 

80% of single elderly Ukrainians, 
mostly women, live below the official 
poverty line, with 90% of pensioners 
unable to pay for even basic medi-
cal needs, despite having about five 
chronic diseases, on average. 

Although the solidarity pension 
system (PAYG) guarantees a pension 
to all, the level of pension provision is 
low. The average pension in Ukraine 
as of 1 October 2024 is 5,851 Ukrain-
ian hryvnia (UAH) (equivalent to 
€131). Most pensioners (62%) receive 
pensions below UAH 5,000 (€112), 
and 26% below UAH 3,000 (€67). 
The replacement rate of the retire-
ment income in Ukraine equalled 
30% in 2021, which means a high 
risk of poverty after retirement. 

As pensions often fail to ensure 
decent living standards, many who 
reach pension age keep participat-
ing in the labor market. Neverthe-
less, they are often excluded from 
the formal labor market due to wide-
spread age discrimination and other 
structural barriers. Therefore, older 
people frequently take low-skilled 
jobs, regardless of their qualifica-
tions, and are likely to work infor-
mally. As of 1 January 2021, only 8% 
of those aged 60 and older partici-
pated in the labor force. At the same 
time, older adults made up 7.3% of 
the informally employed (and almost 
10% of the informally employed 
in rural areas). Since the full-scale  
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aggression, the State Statistics 
Service of Ukraine has stopped 
publishing data from labor force ob-
servations. Thus, recent data is una-
vailable, but these numbers may have 
risen with growing inflation.

 
VULNERABILITY OF PEOPLE 

WITH DISABILITIES

The lack of even temporary accom-
modation that meets the needs of 
IDPs with disabilities and/or re-
duced mobility, including older 
adults (but not exclusively), exacer-
bates their vulnerability and exposes 
them to danger if they choose to stay 
at home (as their homes are usually 
better adapted to their needs) and 
may lead to their institutionaliza-
tion if they opt for evacuation. The 
flaws in the provision of communi-
ty-based social services for PWDs 
and older adults, such as assisted 
living and sheltered accommoda-
tion, often additionally complicate 
the lack of housing. As a result, since 
the beginning of the full-scale war, 
despite strong aspirations towards 
designing and implementing dein-
stitutionalization reform for adults 
expressed by the government, many 
PWDs and older adults who are dis-
placed and/or have their houses 
damaged are being placed into resi-
dential care facilities, although they 

do not need residential care. This 
may constrain their independence 
and may lead to social exclusion. 
It contradicts the UN Convention 
on the Rights of Persons with Dis-
abilities, adopted by Ukraine, and 
the right of PWDs to exercise their 
right of independent living that 
cannot be suspended in emergen-
cies, according to the guidelines  
on deinstitutionalization, including 
in emergencies. Yet, it must be rec-
ognized that the lack of infrastruc-
ture, funds and labor force makes it 
extremely hard to guarantee those 
rights for vulnerable older persons. 

INCREASED CARE BURDEN 
ON WOMEN

The war has also increased the care 
burden for women and the time they 
spend in underpaid reproductive 
work. Prior to the war, the network 
of childcare facilities in Ukraine was 
insufficient to cover the demand 
because, since Ukraine gained in-
dependence in 1991, a significant 
number of public kindergartens and 
especially nurseries were shut down, 
their buildings were privatized and 
used for commercial purposes, 
and private ones are not available 
for low-income families and single 
mothers. During the war, the func-
tioning of kindergartens is impos-

sible due to the destroyed social 
infrastructure and safety reasons. 
This may further limit the options 
for women in the labor market, 
which may be especially difficult for 
those who have lost their jobs due to 
the war.

FISCAL CONSTRAINTS AND THE 
GOVERNMENT RESPONSE

The Ukrainian government has been 
grappling with significant fiscal con-
straints in its efforts to address the 
escalating social needs arising from 
the war. The economic downturn 
and the imperative for increased 
military expenditure have severely 
limited the financial resources avail-
able for social protection programs. 
Despite these constraints, the gov-
ernment has taken various measures 
to mitigate the social impact of the 
war, including the implementation 
of cash assistance programs, the pro-
vision of housing support, and the 
launch of employment initiatives.

The growing pressure on the sys-
tem of social provision caused by the 
detrimental impact of the war on the 
population’s economic wellbeing, 
housing, and social infrastructure 
destruction and damage has to be 
addressed amid the economic down-
fall, decreasing budget revenues and 
increased spending on warfare; the 

hardest time was the first year of the 
war. In 2022, the real gross domestic 
product (GDP) fell by 29%. The eco-
nomic recovery only began in 2023, 
with GDP growth of at least 5.3%. 
Although the GDP growth forecast 
for 2024 is positive, at 4.5-4.6%, 
Ukraine’s economy is having diffi-
cult times and will take a long time 
to recover to pre-war levels. 

SHRINKING BUDGET REVENUES 
AND INCREASED EXPENDITURES

Compared to the first half of 2021, 
total budget revenues in the same 
period of 2022 decreased by 16.7% in 
real terms and increased by 18.2% in 
2023. If calculated excluding foreign 
grants and budgetary institutions’ 
own revenues, budget revenues de-
creased by 25.4% and 25.5%, respec-
tively, in real terms. 

In addition, the revenues from 
the unified social tax were also re-
duced, especially in the first year of 
the war, due to massive job losses and 
informal employment, which might 
have also increased in 2022. Most of 
all, it hit the revenues of the Pension 
Fund, which, in turn, had to be co-fi-
nanced from the state budget to en-
sure the payment of PAYG pensions. 

Although, unlike in 2022, state 
budget revenues in 2023 are more 
planned relative to expenditures, the 
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budget deficit remains high. Thus, in 
the first ten months of 2022, the state 
budget was executed with a deficit of 
UAH 638.7 billion, UAH 1.3 trillion in 
2023, and in 2024 the state budget 
deficit amounted to 1.571 trillion. In 
all three years, the deficit has been 
covered by the sale of domestic gov-
ernment bonds and international 
aid in the form of grants and loans.

PRIORITIZATION OF DEFENSE 
SPENDING

Most of the funds from state and 
local budgets are spent on nation-
al defence, which, according to the 
budget legislation, is financed ex-
clusively from the state budget. In 
2022, defence spending accounted 
for 42.2% of Ukraine’s consolidated 
budget expenditures; in 2023 and 
the first half of 2024, it was slight-
ly more than half. Almost 100% of  
the budget revenues in 2024 will be 
allocated to the country’s defence 
and security.

SOCIAL SPENDING AMIDST 
CONSTRAINTS

At the same time, the government 
has identified timely financing of 
the most critical social expenditures 
as one of the priorities of budget fi-

nancing. In 2024, UAH 470 billion 
was allocated from the state budget 
for social protection, which is UAH 
9 billion more than in 2023, ac-
counting for about 14% of the total 
central fiscal expenditures. These 
are expenditures on cash benefits 
to low-income families and IDPs; 
housing and utility subsidies (HUS); 
some other cash transfers; pension 
indexation; and certain social servic-
es to be financed from the national 
budget, such as social support for 
military personnel. 

Additionally, almost UAH 15 bil-
lion was allocated to veterans. Most 
of the sum was planned to be spent 
on housing for veterans and their 
families; it also includes UAH 3.8 
billion for the new service of veteran 
assistants established by the govern-
ment in 2023 and another UAH 1 bil-
lion for prosthetics.

RELIANCE ON INTERNATIONAL AID

While significant, these expenditures 
have not been sufficient to meet the 
demand for welfare and social servic-
es and cover the expenses for recon-
struction and repair of the damaged 
and destroyed infrastructure. As of 
December 2023, the World Bank es-
timated the overall recovery and re-
construction needs that cover the 

period 2024-2033 at $486 billion 
(€440 billion), which is approximate-
ly 2.8 times the estimated nominal 
GDP of Ukraine for 2023. Social pro-
tection and livelihoods comprise 9% 
of the total ($44 billion).

Considering the limitations of 
the state budget, a substantial part of 
state expenditures, including those 
on social policy, have been covered 
by international aid as grants and 
loans have been forming a signifi-
cant part of budget revenues during 
2022-2024. In early spring 2022, the 
IMF provided Ukraine with $1.4 bil-
lion, and the EU provided a conces-
sional loan of €1.2 billion. In 2023, 
the budget revenues from interna-
tional aid accounted for UAH 1.13 
trillion (or $30.9 billion), with the 
most significant sum (UAH 400.5 bil-
lion) coming from the USA. Ukraine 
also received non-repayable fund-
ing from Japan, Norway, Germany, 
Spain, Finland, Ireland, Switzerland, 
Belgium and Iceland, totalling up to 
UAH 25 billion. The funds were al-
located to the state budget through 
the World Bank’s Trust Fund as part 
of the PEACE in Ukraine project.

POLICY RECOMMENDATIONS

Ukraine’s reconstruction presents 
an opportunity to redefine its wel-

fare model along progressive lines, 
ensuring that social protection is 
not merely a crisis response but a 
central pillar of sustainable devel-
opment. Drawing from the lessons 
of European welfare states, several 
key policy directions should be pri-
oritized. The FES report highlights 
the need for a comprehensive and 
progressive approach to social pro-
tection in postwar Ukraine. The fol-
lowing policy recommendations are 
derived from the report’s findings:

1. Universal and Rights-Based 
Social Protection: Strengthen 
Social Assistance Programs

	 Increase the coverage and adequa-
cy of social assistance programs 
to ensure that they reach all those 
in need, particularly vulnerable 
groups such as IDPs, older persons, 
people with disabilities, and wom-
en.

	 Simplify the application process 
for social assistance programs and 
ensure that information about 
these programs is readily available 
to all.

	 Consider implementing a univer-
sal basic income (UBI) as a way to 
provide a basic level of income se-
curity for all Ukrainians.
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	 Establish an adequate pension sys-
tem that ensures a dignified stand-
ard of living for older persons, 
especially given Ukraine’s aging 
population.

2. Housing as a Social Right: 
Invest in Social Infrastructure

	 Develop social housing programs 
to provide affordable rental hous-
ing for IDPs, low-income families, 
and vulnerable groups.

	 Regulate the rental market with 
tenant protection laws, rent con-
trol mechanisms, and stronger an-
ti-eviction policies.

	 Invest in the reconstruction and 
development of social infrastruc-
ture, including housing, healthcare 
facilities, schools, and kindergar-
tens.

	 Ensure that all new and recon-
structed social infrastructure is ac-
cessible to people with disabilities.

	 Promote community-based social 
services to ensure that people have 
access to support within their own 
communities.

3. Labour Market and Inclusive 
Employment Policies: Strengthen 

Labor Rights and Social 
Guarantees

	 Strengthen labor rights and social 
guarantees to protect workers and 
ensure decent working conditions.

	 Increase the minimum wage to 
a living wage and ensure that all 
workers have access to social secu-
rity benefits.

	 Promote collective bargaining 
and social dialogue to ensure that 
workers have a voice in their work-
places.

	 Strengthen public employment 
programs that provide stable, well-
paid jobs, particularly for displaced 
workers and war veterans.

	 Improve labour protections and 
enforce fair wages to prevent the 
expansion of precarious and infor-
mal employment.

4. Promote Gender Equality and 
Expansion of Public Care Services

	 Address the specific needs of wom-
en and girls in the recovery process 
and ensure that they have equal 
access to opportunities.

	 Combat gender-based violence and 
provide support to survivors.

	 Promote women’s economic em-
powerment and ensure their equal 
participation in the labor market.

	 Invest in childcare infrastructure, 
including reopening and recon-
structing kindergartens to reduce 
the unpaid care burden on women.

	 Expand community-based care for 
older persons and persons with 
disabilities to prevent unnecessary 
institutionalization.

5. Veteran and Disability Support

	 Simplify bureaucratic procedures 
for veterans and PWDs to access re-
habilitation, prosthetics, and em-
ployment reintegration services.

	 Guarantee comprehensive mental 
health support, recognizing the long-
term psychological impact of war.

6. Ensure Sustainable Financing

	 Shift away from excessive reliance 
on international aid by progres-
sively increasing domestic social 
spending.

	 Implement fair taxation policies, in-
cluding corporate and wealth taxes, 
to finance welfare expansion and en-
sure equitable economic recovery. 

	 Reform the taxation system to 
ensure that it is progressive and 
effectively captures revenue for so-
cial spending and infrastructure 
development.

	 Explore innovative financing me- 
chanisms, such as a tax on windfall 
profits, to generate additional re-
sources for social protection.

	 Ensure transparency and accounta-
bility in the use of international aid.

CONCLUSION

The war in Ukraine has had a devas-
tating social impact, but it has also 
created an opportunity for a funda-
mental rethinking of social protec-
tion systems. By implementing the 
policy recommendations outlined 
in this chapter, Ukraine can build 
a more just and equitable society 
that prioritizes the well-being of all  
its citizens.

Ukraine’s social protection sys-
tem must evolve beyond wartime 
emergency responses to embrace 
a progressive, rights-based welfare 
model that ensures economic secu-
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rity, social inclusion, and dignity for 
all. The country’s post-war recon-
struction should align with Euro-
pean social standards, emphasizing 
universal social rights, strong public 
services, and equitable redistribu-
tion mechanisms.

By prioritizing social justice in 
its recovery efforts, Ukraine can 
build a resilient, democratic, and 
socially inclusive state, paving the 
way for its deeper integration into a  
Social Europe.
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CHAPTER 3

LABOR MARKET AND 
EMPLOYMENT STANDARDS

ADEQUATE MINIMUM WAGES

Social reconstruction of the Ukrain-
ian labor market requires the gov-
ernment to take measures to ensure 
that the workers receive fair wages, 
with adequate standards set at the 
legislative level and proper adminis-
trative measures to ensure the obser-
vance of those standards.

Under Article 153 of the Treaty 
on the Functioning of the European 
Union (TFEU), the EU supports and 
complements the activities of Mem-
ber States in the field of working con-
ditions34, however, the Article does 
not apply to pay35, therefore Member 
States possess full competence in 
setting the level of minimum wages 
and choosing whether or not to set 
statutory minimum wages at all.

Nevertheless, secondary Euro-
pean Union legislation provides for 
some standards in regards to the 
adequacy of minimum wages and 
to the procedure of setting and up-
dating statutory minimum wages. In 
particular, the Directive 2022/2041 

of the European Parliament (Direc-
tive 2022/2041) and of the Coun-
cil of 19 October 2022 on adequate 
minimum wages in the European 
Union is set to establish a framework 
for adequacy of statutory minimum 
wages with the aim of achieving de-
cent living and working conditions; 
promoting collective bargaining on 
wage-setting and enhancing effec-
tive access of workers to rights to 
minimum wage protection where 
provided for in national law and/or 
collective agreements36. It applies to 
those workers who are employed offi-
cially under an employment contract 
or in any case have “employment re-
lationship as defined by law”, as well 
as to collective agreements or prac-
tice in force in each Member State37.

Under Article 5.5 of the Directive 
2022/2041, Member States ensure 
that statutory minimum wages are 
updated at least every two years or 
at least every four years provided the 
Member State concerned uses an au-
tomatic indexation mechanism. Para. 
6 provides for the establishment or 
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cision to update the statutory mini-
mum wage.

Article 5.4 of the Directive 
2022/2041 provides that Member 
States shall use indicative reference 
values to guide their assessment of 
adequacy of statutory minimum 
wages. Furthermore, it sets a rec-
ommendation to use indicative ref-
erence values commonly used at 
international level such as 60 % of 
the gross median wage and 50 % of 
the gross average wage, and/or indic-
ative reference values used at nation-
al level. This is one of the arguments 
provided by the JRBTU to validate its 
recommendation to set the statutory 
minimum wage at UAH 10 905 which 
equates to 50% of the gross average 
wage in Ukraine - in 2024 it was UAH 
21 809 (EUR 500.25), according to 
the Cabinet of Ministers of Ukraine 
Resolution № 131542. The absence of 
a provision in Ukrainian legislation 
that would comply with Article 5.4 
of said Directive by providing the 
use of indicative reference values is 
one of the reasons why the statutory 
minimum wage is inadequately low 
in Ukraine. 

Lastly, it is worth mentioning 
that according to Article 8 of the 
Directive 2022/2041 Member States 
are to establish an effective statutory 
minimum wage protection mecha-
nism and to strengthen its enforce-
ment. In particular, they have to 

“provide for effective, proportionate 
and non-discriminatory controls 
and field inspections conducted by 
labour inspectorates or the bodies 
responsible for the enforcement of 
statutory minimum wages”; and 
“develop the capability of enforce-
ment authorities, in particular 
through training and guidance, 
to proactively target and pursue 
non-compliant employers”.

According to para. 4.54-5 of the 
Regulation on the State Labour Ser-
vice of Ukraine, the State Labour 
Service of Ukraine conducts moni-
toring in the area of remuneration 
in terms of timely and not lower 
than the statutory minimum wage43. 
Normally, it is allowed to do so by 
conducting regular and extraordi-
nary inspections of businesses with-
out any prior notice, through which 
it examines the observation of labor 
law norms by employers. Further-
more, the Labor Service is empow-
ered to issue fines in the amount of 
twice the statutory minimum wage 
at the time the violation is detected, 
for each employee affected by the vi-
olation, in case the employer fails to 
comply with the statutory minimum 
wage guarantees44. 

However, as it usually is the case 
with Ukrainian labor law, there is 
a significant difference between a 
written rule and its enforcement in 

designation of consultative bodies 
to advise competent authorities on 
issues related to statutory minimum 
wages, and Member States are to en-
able the operational functioning of 
those bodies38. Under Article 7, the 
social partners shall be involved in 
such bodies.

According to Article 10 of the 
Ukrainian Law on Labour Remu-
neration, statutory minimum wage 
shall be updated at least once a year. 
Relevant provisions on minimum 
wage are included in the Law on the 
State Budget for a given year, which 
is drawn up by the Cabinet of Minis-
ters and adopted by the Verkhovna 
Rada. This same paragraph of Arti-
cle 10 provides for negotiations be-
tween the joint representative body 
of trade unions and the joint repre-
sentative body of employers’ organ-
isations at the national level. When 
setting the minimum wage standart, 
the government has to take into 
account the proposals formed as 
a result of such consultations39. As 
can be seen, the role of a consulta-
tive body that advises authorities of 
Ukraine on the issues related to stat-
utory minimum wage is performed 
by the two main representative bod-
ies of the social partners.

Formally most of the provi-
sions of Article 5 of the Directive 
2022/2041 are already implemented 
in the Ukrainian legislation. How-

ever, the practice of statutory min-
imum wages updates differs from 
year to year: for instance, the Law 
on the State Budget for 2025 doesn’t 
provide for any increase in the stat-
utory minimum wage, even though 
the Joint Representative Body 
of Trade Unions (JRBTU) recom-
mended setting it at a considerably 
higher level: the current statutory 
minimum wage in Ukraine is UAH 8 
000 (EUR 183.5), yet the JRBTU rec-
ommended increasing it to at least 
UAH 10 905  (EUR 250.13)40. There 
is even more striking difference be-
tween the current subsistence level 
for able-bodied persons (According 
to Article 9 of the Law on Labor Re-
muneration, the statutory minimum 
wage shall not be lower than subsist-
ence level), which is UAH 3028 (EUR 
70.62) in 2025, and the one deemed 
adequate by the JRBTU - UAH 9639 
(EUR 221.10). Moreover, the latter is 
considered to be the actual (de facto) 
amount of the subsistence minimum 
for able-bodied persons, accord-
ing to the Ministry of Social Policy  
of Ukraine41.

Recommendations provided by 
the Joint Representative Body of 
Employers are not publicly available, 
however it definitely follows from 
the relevant provisions of the Law 
on the State Budget of Ukraine for 
2025 that the recommendations by 
the JRBTU had no impact on the de-
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practice. The phenomena of undoc-
umented employment and of em-
ployment concealed under the legal 
status of sole proprietor or civil con-
tractor are extremely widespread, 
which leads to violations of statutory 
minimum wage guarantees. However, 
the most striking problem as of now 
is that the regular and extraordi-
nary labor inspections by the Labor 
Service have been suspended for the 
period of martial law under Decree 
№303 of the Cabinet of Ministers of 
Ukraine45. Generally speaking, the 
inspections are conducted now only 
if an employee or a trade union files 
a complaint to the Labor Service, if 
certain governmental bodies or a 
court assign the Labor Service to do 
so or if a fire or an accident leading 
to death/industrial injury take place.

Proposals

Even though the setting of the lev-
el of minimum wages and choosing 
whether or not to set statutory mini-
mum wages at all is in the competence 
of Member States of the EU, there are 
certain requirements provided by the 
Directive 2022/2041 which could im-
prove Ukrainian legislation on statu-
tory minimum wages. To this end, it 
is recommended that:

	 recommendations of the Joint Rep-
resentative Body of Trade Unions 
as to the setting and updating the 
statutory minimum wage should be 
taken into greater account in order 
to actually impact the decisions of 
the Parliament and the Cabinet of 
Ministers on the matter;

	 the usage of  indicative reference val-
ues, such as 60 % of the gross medi-
an wage and 50 % of the gross average 
wage, in order to assess the adequacy 
of statutory minimum wages, is in-
corporated into Ukrainian legislation;

	 the moratorium on regular and 
extraordinary inspections by the 
State Labour Service of Ukraine 
should be removed and businesses 
are examined more thoroughly on 
the matter of observing the statu-
tory minimum wage requirements, 
in compliance with Article 8 of the 
Directive 2022/2041.

	
ANTI-DISCRIMINATION 

FRAMEWORK

According to Article 153.1(i) TFEU, 
the Union shall support and com-
plement the activities of the Member 
States in the field of equality be-
tween men and women with regard 
to labour market opportunities and 
treatment at work.

Paragraph 1 of Article 157 TFEU 
establishes the obligation of Mem-
ber States to ensure the application 
of the principle of equal pay for male 
and female workers for work of equal 
value or for work of equal work. Para-
graph 2 of the same article defines the 
term “pay”: “regular remuneration or 
regular salary of a basic or minimum 
nature, and any other remuneration 
paid directly or indirectly, in cash 
or in kind, by an employer to an em-
ployee in connection with the latter’s 
employment”. It further explains what 
equal pay without discrimination on 
the basis of sex means, namely: “a) 
that remuneration for the same work 
paid on a piece-rate basis is set on the 
basis of the same unit of measure-
ment; b) that remuneration for work 
paid by the hour is the same for the 
same work.” 	

The peculiarity of the person-
al scope of Article 157 TFEU is that 
despite the use of the identical con-
cept of “employee” used in Article 45 
TFEU on the movement of workers, 
the provision on equal pay for men 
and women applies to all workers, 
regardless of citizenship, including 
third-country nationals employed in 
EU Member States. 

Another important factor in de-
termining the scope of Art. 157 TFEU 
is the concept of male and female 
sex, and, as a result, the application 
of the provisions of the article to 

transgender persons. In this regard, 
the judgment of the EU Court of 
Justice in P v S and Cornwall County 
Council of 30.04.1996 is important, 
where it was recognized that the pro-
hibition of discrimination cannot 
refer only to discrimination based 
on the fact that a person belongs to 
one or another sex, and therefore it 
also applies in the case of discrimi-
nation due to a change in sex (gen-
der) of the person concerned [4]. 

The case law of the EU Court of 
Justice also played a key role in inter-
preting the concept of “equal work or 
work of equal value”: in its judgment 
of 26.06.2001 in Susanna Brunnhofer 
v Bank der österreichischen Post-
sparkasse AG, the Court noted that 
in order to determine the equal value 
of work, “it is necessary to ascertain 
whether, taking into account a num-
ber of factors, such as the nature of  
the work, the requirements for pro-
fessional training and working condi-
tions, these persons can be considered 
to be in a comparable situation”46. 

At the same time, it is necessary 
to distinguish the concept of remu-
neration from those financial as-
pects of social security that are not 
covered by Article 157, in particular, 
pensions, child benefits, working 
conditions, social benefits47. Instead, 
the prohibition of discrimination in 
these areas is regulated by EU sec-
ondary legislation. 
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In addition to Article 157 TFEU, 
Council Directive 75/117/EEC “on 
the approximation of the laws of the 
Member States relating to the appli-
cation of the principle of equal pay 
for men and women” was directly re-
lated to the first group, but it expired 
in 2009 pursuant to the provisions of 
Article 34 of Directive 2006/54/EC. 
The latter still remains the basis of 
secondary EU legislation on gender 
equality in labor and social relations. 
It concerns the implementation of 
the principle of equal opportuni-
ties and equal treatment of men and 
women in the areas of access to work 
(employment, promotion and voca-
tional training), working conditions, 
including remuneration, and occu-
pational social security programs 
(Article 1 of the Directive).

The correlation between the 
scope of Directive 2006/54/EC and 
Article 157 TFEU is interesting. In 
particular, as noted in the scientif-
ic and practical commentary to Art. 
157 TFEU, the Court’s case law places 
working conditions within the exclu-
sive scope of the Directive, despite 
the fact that they may have material 
consequences for employees. In ad-
dition, compensation for unlawful 
dismissal is remuneration and falls 
within the scope of Article 157, but 
the conditions of reinstatement es-
tablished by national law fall within 
the scope of the Directive48.

An important distinction in Di-
rective 2006/54/EC is between di-
rect and indirect discrimination. 
According to Art. 2 of this Directive, 
the term “direct discrimination” 
applies when one person is treated 
less favorably on the grounds of sex 
than another person is, would be or 
would have been treated in a com-
parable situation. Direct discrimi-
nation is absolutely prohibited and 
cannot be justified even for reasons 
of protecting public order. Indirect 
discrimination within the meaning 
of Article 2 of Directive 2006/54/
EC occurs “when an apparently neu-
tral provision, criterion or practice 
places persons of one sex at a par-
ticular disadvantage compared with 
persons of the other sex, unless that 
provision, criterion or practice is ob-
jectively justified by a legitimate aim 
and the means of achieving that aim 
are appropriate and necessary”. 

The criterion of equal social se-
curity is regulated by Directive 79/7/
EEC “on the progressive implemen-
tation of the principle of equal treat-
ment of men and women in matters 
of social security”. This Directive ap-
plies to social security programs or 
social assistance in cases of sickness, 
disability, old age, occupational in-
juries and diseases, and unemploy-
ment. At the same time, it does not 
apply to the provisions of the nation-
al legislation of the Member States 

on survivors’ benefits and family 
benefits (Article 3 of the Directive). 

The recently adopted Pay Trans-
parency Directive 2023/970 is also 
worthy of attention. Its purpose is 
to strengthen the application of the 
principle of equal pay for equal work 
or work of equal value for men and 
women through pay transparency 
and strengthening of enforcement 
mechanisms. In particular, the new 
act stipulates that in case of a pay 
gap between men and women of 5% 
or more, employers will have to con-
duct a joint pay evaluation togeth-
er with employee representatives. 
Member States will be required to 
introduce effective and proportion-
ate penalties, such as fines, for em-
ployers who violate these rules. Any 
employee who suffers damage as a re-
sult of a violation will have the right 
to claim compensation49. According 
to Art. 34 of the Directive, Member 
States must bring their national leg-
islation into line with its provisions 
by July 7, 2026. 

Ukrainian legislation and prac-
tice on the matter of countering 
gender-based discrimination in 
the labor market are not advanced 
enough to fit the European stand-
ards. There are rather declarative 
provisions of the Constitution (arti-
cle 24) and of the Code of Laws on 
Labor of Ukraine (articles 21 and 
22.2) that prohibit discrimination, 

but there is a lack of real mecha-
nisms to combat discrimination of 
employees50.

In order to align with EU labor 
standards, it is necessary to conduct 
a detailed assessment of wage dispar-
ities based on gender, employment 
type, and industry. The last report 
on the matter of gender-based pay 
gaps was presented by the State Sta-
tistics Service of Ukraine in 202151, 
and, in accordance with data that 
it provides, the average disparity 
between wages of male and female 
workers in Ukraine is about 18,6%. 
In 2023 the National Strategy for 
Overcoming the Gender Pay Gap un-
til 2030 was approved by the Cabinet 
of Ministers of Ukraine. The positive 
aspect of the document is that it po-
sitions a task to update labor legis-
lation on equal pay for equal work 
for men and women and encourages 
to accelerate labor inspection in or-
der to effectively detect and combat 
discriminatory practices52. However, 
none of these tasks are of much rel-
evance right now, as there were no 
major changes in labor legislation 
on the matter, and labor inspections 
are largely inactive during the peri-
od of martial law, as explained in the 
previous subchapter. 
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Proposals

	 The State Statistics Service of 
Ukraine should be mandated to 
publish annual reports on gender 
pay gaps, providing detailed break-
downs by sector, age group, and 
employment type.

	 Ukraine should implement the 
principles of the EU Pay Transpar-
ency Directive (2023/970) ahead of 
its 2026 deadline, requiring com-
panies to conduct gender pay au-
dits and disclose salaries.

	 Workers and trade unions should 
be given access to wage transparen-
cy reports to help identify discrim-
ination and advocate for fair pay.

COMPARATIVE ANALYSIS OF
 DIRECTIVE 89/391/EEC AND 
UKRAINIAN OCCUPATIONAL 

SAFETY LEGISLATION

Occupational safety and hygiene are 
key aspects of labor relations that im-
pact workers’ health and production 
efficiency. In the European Union, 
the fundamental document in this 
field is Council Directive 89/391/EEC 
(hereinafter – the Directive), which 
establishes general principles for pre-
venting occupational risks, ensuring 
health and safety at the workplace. In 

Ukraine, occupational safety is regu-
lated by the Code of Laws on Labor of 
Ukraine (KZpP), the Law of Ukraine 
“On Occupational Safety,” and subor-
dinate regulations.

This article critically examines 
the compliance of Ukrainian legisla-
tion with the provisions of Directive 
89/391/EEC, identifying key discrep-
ancies and problematic aspects.

Key Principles of 
Directive 89/391/EEC

The Directive is based on the follow-
ing key principles:

	 Preventive approach – employers 
are required to prevent risks rather 
than merely eliminate their conse-
quences.

	 Risk assessment – a systematic 
analysis of workplace risks.

	 Hierarchy of safety measures – 
risks must first be eliminated, then 
reduced, and only as a last resort, 
personal protective equipment 
(PPE) should be used.

	 Training and informing employees 
– regular training on workplace 
safety.

	 Consultation and participation of 
employees – a mandatory mecha-
nism for involving employees in 
safety decision-making.

	 Employer’s duty – ensuring safe 
working conditions is a direct  
responsibility.

	 Employee responsibilities – coop-
eration in complying with safety 
standards.

Ukrainian Legislation: 
Key Provisions

The main regulatory act is the 
Law of Ukraine “On Occupational 
Safety,” which establishes:

	 Employer responsibility for ensur-
ing safe working conditions.

	 The need for training and inform-
ing employees about risks.

	 Workplace certification proce-
dures.

	 Oversight by state bodies, such as 
the State Labor Service of Ukraine.

Critical Analysis of Compliance 
with Directive 89/391/EEC

1. Preventive Approach

Ukrainian legislation provides for 
several preventive measures (e.g., 
workplace certification and regular 
medical examinations). However, 
in practice, these are often formal 
procedures: employers may conduct 
them “for reporting purposes” rath-
er than genuinely reducing risks.

Unlike the EU, Ukraine lacks 
clear mechanisms for implementing 
proactive safety measures (e.g., sys-
tematic risk analysis, internal safety 
audits, etc.).

2. Risk Assessment

 In Ukraine, risk assessment is pri-
marily limited to workplace certi-
fication, conducted once every five 
years. In the EU, the approach is 
more flexible – assessments are car-
ried out regularly, especially when 
production changes occur.

 Additionally, the Ukrainian sys-
tem focuses more on compliance 
with regulations rather than assess-
ing actual threats. The Directive, in 
contrast, emphasizes continuous 
improvement in safety measures.
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3. Hierarchy of Safety Measures
 

In Ukraine, PPE is often the primary 
means of protection, contradicting 
the European approach. For exam-
ple, in mines or construction sites, 
workers are given helmets and respi-
rators, but the root causes of danger 
(such as faulty ventilation systems) 
are not eliminated.

4. Training and Informing Employees

In Ukraine, training is often a mere 
formality – reduced to signing a 
logbook. In the EU, employees par-
ticipate in training sessions, hazard 
simulation exercises, etc.

5. Consultation and Employee 
Participation

Ukraine has “occupational safety 
committees,” but they lack sufficient 
influence. Employers often make  
decisions unilaterally.

6. Control and Responsibility

The EU enforces strict penalties 
for safety violations. In Ukraine, al-
though legislation provides for lia-
bility, fines are often minimal or not 
enforced at all.

7. Lack of Real Inspections 
and Control

 
Although Ukrainian legislation out-
lines a state control mechanism, ac-
tual labor law inspections are rarely 
conducted.

 In particular, there is no effec-
tive oversight of:

	 Fire safety compliance – most busi-
nesses avoid inspections, and reg-
ulatory agencies may be corrupt.

	 Vibration and noise control – while 
standards exist, they are often not 
enforced. This is especially true in 
manufacturing, where noise lev-
els exceed permissible limits, yet 
workers are not provided with ade-
quate protective equipment.

	 Electrical safety – most enterprises 
do not conduct regular electrical 
equipment inspections, leading to 
hazardous situations.

8. The lack of inspections

The lack of inspections allows em-
ployers to cut costs on occupational 
safety, directly endangering workers’ 
health and lives

CONCLUSIONS AND 
RECOMMENDATIONS

	 Formalization vs. Real Safety – In 
Ukraine, occupational safety of-
ten focuses on “compliance with 
norms” rather than genuinely re-
ducing risks.

	 Need for Risk Assessment Reform 
– Risk assessments should be con-
ducted more frequently, especial-
ly when technological processes 
change.

	 Strengthening Control and Ac-
countability – There is no real 
oversight of labor law compliance 
in Ukraine. Employers should face 
stricter penalties and independent 
supervision.

	 Restoring Effective Inspections – 
The State Labor Service of Ukraine 
should be granted more authority 
to conduct unannounced inspec-
tions, as is practiced in the EU.

Ukrainian legislation has the po-
tential to align with EU standards, 
but without effective enforcement, it 
remains largely declarative.

RIGHT TO STRIKE

Since the beginning of Russia’s full-
scale invasion of Ukraine on Febru-
ary 24, 2022, the country has been 
under martial law, which has been 
repeatedly extended in response to 
the prevailing circumstances. Un-
der martial law, according to Arti-
cle 8 of the Law of Ukraine “On the 
Legal Regime of Martial Law,” mili-
tary command, along with military 
administrations, may temporarily 
restrict constitutional rights, includ-
ing the right to peaceful assembly.

However, the issue of the right 
to strike is becoming increasingly 
relevant, given the need to restore 
democratic mechanisms for express-
ing citizens’ positions after the end 
of martial law, as well as changes in 
labor legislation.

The right to strike is one of  
the fundamental second-generation 
rights that ensures the protection of 
workers’ socio-economic interests. 
This issue is particularly significant 
given the increased restrictions on 
labor rights due to military circum-
stances.

Analysis of Research 
and Publications

The right to strike has been studied 
by many scholars, including M.V. 
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Baglai, N.B. Bolotina, V.M. Rudenko, 
O.I. Protsivskyi, and others. Howev-
er, in light of modern socio-labor 
challenges, there is a need for fur-
ther analysis of the legal regulation 
of strikes, particularly in the con-
text of Ukraine’s post-war economic  
recovery.

Research Objectives and Tasks

The aim of this study is to conduct a 
comprehensive analysis of the theo-
retical and practical aspects of exer-
cising the right to strike in Ukraine 
under current conditions. The tasks 
include:

1.	 Examining challenges related 
to the restriction of the right to 
strike.

2.	 Comparing Ukrainian legislation 
with international norms, par-
ticularly the decisions of the ILO 
Committee on Freedom of Asso-
ciation.

3.	 Developing recommendations for 
improving the legal regulation of 
strikes.

The Right to Strike in Ukrainian 
and International Law

According to Article 44 of the Con-
stitution of Ukraine, workers have the 
right to strike to protect their eco-
nomic and social interests. However, 
this right is restricted in cases where 
a strike may threaten national securi-
ty or the health of other citizens.

At the international level, the 
right to strike is recognized by:

1.	 The International Covenant on 
Economic, Social, and Cultural 
Rights.

2.	 ILO Conventions No. 87, 98, and 
154, as well as recommendations 
on the protection of freedom of 
association.

3.	 The Charter of Fundamental 
Rights of the European Union 
(Article 28).

4.	 Case law of the European Court 
of Human Rights (e.g., “Ve-
niamin Tymoshenko and Others 
v. Ukraine”) and the European 
Court of Justice (e.g., Viking and 
Laval cases).

ILO Committee Conclusions 
on the Right to Strike

Key principles established by the ILO 
Committee include:

1.	 The right to strike is a legitimate 
means of protecting workers’ 
economic and social interests.

2.	 Strike bans can only be justified 
in cases of severe national crises.

3.	 Protest strikes and solidarity ac-
tions are legal if they aim to pro-
tect workers’ rights.

4.	 Strike declaration procedures 
should be simple and not burdened 
with excessive requirements.

Challenges to Exercising the Right 
to Strike in Ukraine

Under martial law, citizens’ labor 
rights are significantly restricted, 
necessitating the creation of legal 
mechanisms to protect workers after 
the cessation of hostilities. Nation-
al legislation, particularly Articles 
17–28 of the Law of Ukraine “On the 
Procedure for Resolving Collective 
Labor Disputes (Conflicts),” regulates 
strike organization, but the absence 
of a specialized law complicates their 
implementation.

RECOMMENDATIONS

1.	 Adopt a specialized law regulat-
ing the procedure for strikes in 
both peacetime and wartime.

2.	 Introduce independent arbitra-
tion procedures for resolving la-
bor disputes.

3.	 Align national legislation with 
the practices of the European 
Union and the ILO.

The right to strike remains an es-
sential mechanism for protecting 
workers’ labor rights, even under 
martial law. It is crucial to ensure its 
implementation in accordance with 
international standards, which will 
contribute to the restoration of de-
mocracy and Ukraine’s economy af-
ter the war.

CONCLUSIONS

As discussed above, workers’ rights 
and labor standards in Ukraine are 
an important issue that has sig-
nificant impact on the livelihood 
of Ukrainian people in the time of 
war, and will play a crucial role in 
social reconstruction of Ukraine in 
the postwar period. The current la-
bor legislation (the Code of Laws 
on Labor of Ukraine) can, in many  
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instances, provide for an effective 
protection of workers’ rights. At-
tempts to deregulate employment 
relations by adopting a new Labor 
Code or another act that would sig-
nificantly diminish the protections 
that the current Code provides. 

Although there are some do-
mains in which Ukraine’s labor 
legislation fails to provide as much 
protection to the worker as com-
pared to European standards (for 
instance, anti-discrimination frame-
work), all in all the written law is not 
the main issue here. What is more 
significant is practical observation 
of labor law rules by employers, the 
government and trade unions in 
Ukraine. In many cases workers find 
themselves unable to enjoy their 
rights enshrined in legislative acts, 
as their practical realization is often 
far from what is written on paper. 
Undocumented employment and 
employment that is concealed un-
der the legal status of sole proprie-
tor or civil contractor are common 
examples of such detachment of the 
real experience of labor from what 
the law says. Another example is the 
de facto inability of workers to or-
ganize a strike, as explained in the 
previous subchapter.

What Ukrainian labor market 
needs are stronger unions that would 
effectively protect their members’ 
interests. It also needs independ-

ent labor inspections to be reacti-
vated as soon as possible in order to 
detect and combat severe workers’ 
rights violations that many employ-
ers commit. Lastly, it needs for those 
standards of the EU labor law that 
would further improve workers’ po-
sition on the labor market to be im-
plemented, while at the same time 
maintaining what is left of social 
standards that Ukraine inherited 
from the Soviet legislation on labor, 
as many of those provisions actually 
benefit the workers and are still rel-
evant today, contrary to what some 
neoliberal politicians may say.
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CHAPTER 4

Gradually the problem of corruption 
began to occupy a dominant place 
in the public imagination. The an-
ti-corruption policy introduced, in 
particular, aimed to bring corrupt 
officials to justice (in this sense, ju-
dicial reform is closely linked to an-
ti-corruption policy). The second task 
of anti-corruption policy is to build 
stable state institutions, but only two 
mechanisms are used to achieve this: 
the mechanism of cleansing the gov-
ernment of corruption and the selec-
tion of ‘integrity’ people. At the same 
time, all these tasks are achieved by 
what can be called the principle of 
radical transparency, as it is postulat-
ed that maximum transparency (for 
control) at all levels of work ensures 
a higher level of trust in the state. 
At present, anti-corruption policy 
measures exist in the midst of a spe-
cific anti-corruption discourse that 
puts any civil servant or public sec-

tor employee under suspicion of cor-
ruption (the imaginary dimension of 
this suspicion does not reduce the 
impact of its consequences). Thus, 
the picture in which an employee 
sees himself or herself as being ac-
cused of corruption forces them to 
refuse to perform some socially im-
portant functions that are part of the 
responsibilities of a particular posi-
tion - this has narrowed the ability to 
tolerate discretion both at the level of 
public admissibility and at the level 
of subjective discretion (self-censor-
ship). Ultimately, this state of affairs 
is becoming a significant obstacle to 
starting work in the public sector, 
which without people may literally 
collapse in the coming years (espe-
cially when it comes to work in social 
infrastructure). ‘Anti-corruption’, as-
sembled on such foundations, causes 
destruction where it does not no-
tice it, and surprisingly organically  
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coincides with neoliberal discourse 
in Ukraine today.

It seems that these points are 
lacking when external observers an-
alyse the information about corrup-
tion that they receive from Ukraine, 
as well as when planning statements 
about corruption in Ukraine. 

CORRUPTION OFFENSES

Since 2014, Ukraine has begun to 
develop its anti-corruption infra-
structure, including specialized law 
enforcement and judicial infrastruc-
ture. As of 2025, Ukraine has the 
National Anti-Corruption Bureau 
of Ukraine, which is responsible for 
pre-trial investigation of corrup-
tion offenses, the Specialized An-
ti-Corruption Prosecutor’s Office, 
which provides procedural guidance 
to pre-trial investigations, and the 
High Anti-Corruption Court, which 
receives all criminal proceedings. 
These bodies deal with all corrup-
tion offenses, but not with all the 
perpetrators of these crimes. These 
are primarily high-level officials of 
state and law enforcement agencies, 
and representatives of elected bodies 
(deputies of various levels)53. When 
the subject of a crime crosses a cer-
tain threshold (1.5 million or 5.8 mil-
lion depending on the crime), it also 
falls into this specialized anti-cor-

ruption vertical. In all other cases, 
anti-corruption crimes are investi-
gated by the regular law enforcement 
vertical: National Police - relevant 
prosecutor’s office - court of general 
jurisdiction.

The High Anti-Corruption Court 
became operational in 2019. Its cre-
ation was a requirement of the In-
ternational Monetary Fund, as well 
as the public, as it was stated that 
the regular law enforcement vertical 
did not have a sufficient level of trust 
to lead the anti-corruption fight. 
On the other hand, the creation of 
a special vertical can also be seen 
from a class perspective. Significant 
resources have been invested in the 
creation of the anti-corruption ver-
tical. The working conditions in 
these bodies and their material re-
sources are on average better than 
in any other judicial bodies, and the 
workload is lower compared to the 
regular vertical. Therefore, it is nat-
ural that stronger candidates were 
selected for these bodies on average. 
At the same time, the ‘users’ of this 
vertical - the suspects - are in the vast 
majority of cases representatives of 
higher social strata, as they have sig-
nificant financial resources (albeit 
acquired through criminal means). 
Therefore, to a certain extent, the 
High Anti-Corruption Court is a 
specialised court not only for senior 
officials, but also a court for the up-

per social strata, where they receive 
“better justice” than in the regular 
justice system (this is evidenced, in 
particular, by the number of acquit-
tals, which reaches 10%, while in 
the regular vertical this figure bare-
ly reaches 1%; we caution that this 
figure cannot be compared with the 
similar figure in the EU and the US, 
which is 25-30%, as the way they are 
calculated is very different).

The study of prosecution of judg-
es for corruption offences shows that 
the level of prosecution of judges by 
the regular vertical after 2014 and 
before the start of the anti-corrup-
tion vertical was only slightly lower 
than today, so we can say that the 
anti-corruption vertical did not start 
the trend of anti-corruption prose-
cution, but picked it up.

The High Anti-Corruption Court’s 
judges use modern legal approach-
es to ensure the rights of suspects54. 
However, this has led to criticism from 
some parts of civil society, as humane 
approaches in criminal proceedings 
(e.g., the use of bail as a Measures of 
Restraint instead of custody wherever 
possible) run counter to expectations 
of immediate punishment for corrupt 
officials, as custody is often seen in 
the media as part of the punishment.

One of the practices of the Spe-
cialized Anti-Corruption Prosecu-
tor’s Office during martial law is 
to enter into plea agreements with 

suspects, where the amount of the 
fine paid is used for the needs of 
the army. On the one hand, this ap-
proach is pragmatic, but on the oth-
er hand, it goes somewhat against 
the public demand for fair punish-
ment of senior officials, and most 
importantly, it creates conditions 
when the judicial system is tasked 
with replenishing the state treas-
ury rather than upholding justice. 
However, the use of plea bargains 
is natural in the sense that the an-
ti-corruption vertical in Ukraine was 
largely inspired by experts from the 
United States, where plea bargains 
are the most commonly used tool. 
In this regard, the expertise of Euro-
pean colleagues could be useful.

Probably in response to this 
trend, the legal mechanism of civil 
forfeiture became more intensive in 
2024 (the mechanism itself was in-
troduced in 2021)55. It is about the 
recovery of unjustified assets of pub-
lic officials and individuals in favour 
of the state, if such assets amount to 
between UAH 1 million and UAH 9 
million. So far, the expert communi-
ty has not had any complaints about 
this procedure. To prevent abuse, 
civil forfeiture applies only to assets 
acquired after 2019 and is conduct-
ed by the aforementioned the High  
Anti-Corruption Court.
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ANTI-CORRUPTION DISCOURSE, 
RADICAL TRANSPARENCY 

PRINCIPLE AND COMMODIFICA-
TION OF PUBLIC GOODS

In addition to the criminal justice 
system aimed at prosecuting corrup-
tion offenses and the civil forfeiture 
mechanism, Ukraine also has a sys-
tem of asset declarations by officials 
authorized to perform state func-
tions. In fact, this includes all civil 
servants, as well as a number of oth-
er entities (e.g., heads of higher ed-
ucation institutions). Access to the 
declarations of income and assets is 
publicly available through the website 
of the National Agency on Corrup-
tion Prevention. Due to the openness 
of this data (but not only), anti-cor-
ruption journalistic investigations 
have developed significantly, and in 
some cases, criminal proceedings 
have been opened against the sub-
jects of these journalistic materials.

The National Agency on Cor-
ruption Prevention is responsible 
for verifying declarations. In 2023, 
664,000 declarations were submit-
ted. Based on the results of the risk 
assessment, the declarations are ei-
ther subject to automated verifica-
tion (checking with state registers, 
about a third of declarations are sub-
ject to this) or full verification (if the 
risks are high or there are reports 
from law enforcement agencies, in-

vestigative journalists, etc.; as of 
February 2025, 303 declarations are 
under full verification)56.

The anti-corruption discourse 
is based on what can be called the 
principle of radical transparency, 
where the demand for transparency 
is not always commensurate with the 
possible risks and, most importantly, 
the goals. E-declaration and access 
to information to the public aims 
to increase the level of trust in the 
public service and build integrity in 
the public service. At the same time, 
open access to data reduces the at-
tractiveness of the public service as 
a place to work, because the specific 
anti-corruption discourse has made 
the desire to be a civil servant strong-
ly associated with the desire for cor-
rupt gain. While open access to data 
can be justified by public importance 
in the case of top-level officials, open 
declarations for lower-level officials 
border on invasion of privacy.

The principle of radical trans-
parency has a significant impact not 
only on the civil service, but also on 
social spheres, such as education, 
healthcare, social security, etc. In 
these spheres, the policy of radical 
transparency is combined with the 
process of commodification of pub-
lic goods - the transition from the 
paradigm of public goods to the par-
adigm of services (medical, educa-
tional, etc.). All this is described by 

the formula ‘money follows the pa-
tient/student/etc.’ In this way, there 
is a gradual abandonment of insti-
tutional funding and a transition to 
funding based on the principle of 
profitability - the more services are 
provided, the more funds are allocat-
ed, thus the state encourages market 
relations in socially important are-
as. This also means that the distri-
bution of resources between public 
sector institutions is based on purely 
formal criteria and market logic, and 
does not take into account or poor-
ly takes into account the specifics of 
these institutions and the commu-
nities in which they operate.

Commodification, combined 
with the principle of radical transpar-
ency, has as one of its consequences 
excessive bureaucratization of pro-
cesses, which is explained by the need 
for efficient spending. In practice, 
this is perceived as excessive control, 
which could cultivate fear in local 
decision-making. In some areas, the 
situation is critical, as paperwork can 
take up to 40% of the working time 
of a public sector employee, such as 
a medical practitioner. For many em-
ployees, this is a significant deteriora-
tion in working conditions.

The anti-corruption discourse at 
the grassroots level without a simul-
taneous increase in wages in this sec-
tor makes it impossible to talk about 
reformatting the public sector and 

discussions about the commons, so 
that private services become the only 
option. Ironically, given the extreme-
ly low salaries in the public sector, 
grassroots corruption has provided 
a certain leveling of incomes com-
pared to the private sector. The level 
of grassroots corruption has fallen 
from 61% to 15% over 15 years. At the 
same time, salaries in the public and 
municipal sectors do not allow cov-
ering household expenses, especial-
ly now that inflation rates are high 
due to the war. This leads to the fact 
that the public sector is dominated 
by pensioners who use it as a way of 
additional income, people of pre-re-
tirement age who have no other em-
ployment opportunities, and those 
whose partner or family can provide 
support. The anti-corruption dis-
course as it exists today is a contin-
uation of the neoliberal discourse, 
with its ideas of individualism and 
the displacement of the commons.

THE COURT AS THE BASIS OF 
THE RULE OF LAW AND SUCCESS-

FUL EUROPEAN INTEGRATION

Judicial reform in Ukraine has been 
going on for more than 30 years with 
varying intensity. However, it makes 
sense to talk not about one judicial 
reform, but rather about reforms, as 
the directions of work have differed 
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significantly, and there is no conti-
nuity in the implementation of these 
reforms. Since 2014, we have seen a 
more or less consistent policy in re-
forming the judiciary. We should also 
note that the Ukrainian judiciary has 
made tremendous progress since the 
early 2000s in terms of improving 
human rights standards, a fact that 
is often forgotten today.

The central leitmotif of the ju-
dicial reform today is the ideas of 
‘cleansing’ and ‘integrity’5, and the 
reform is therefore aimed at dismiss-
ing all unworthy judges and recruit-
ing new and honest candidates. Since 
2010, Ukraine has had a competitive 
system for selecting judges, which, 
according to experts, has functioned 
well and ensured a gradual renewal 
of the judiciary. However, after the 
Revolution of Dignity, the issue of 
cleansing the judiciary became one 
of the public’s demands. This is due 
to the fact that society felt that judges 
seemed to have sided with the author-
itative regime of Yanukovych, as they 
widely used custody as a measure of 
restrain for protesters. According to 
the HUDOC such actions by the court 
did violate the rights of citizens. How-
ever, the reasons for such unjust de-
cisions were not always related to the 
dishonesty or political dependence 
of judges - in many cases, there was 
an overly formal application of the 
law, which is inherent in Ukrainian 

law enforcement paradigm. Today, 
for example, a similar situation oc-
curs with collaboration crimes, when 
courts recognise people as collabora-
tors based on purely formal criteria.

The issue of excessive formalism 
in the judicial system has a signifi-
cant impact on the ability to carry 
out judicial reform as such. Today, 
this issue is extremely marginal-
ised. There is an opinion that judges 
should be limited in their activities 
as much as possible (to radicalise 
this thesis, it is said that artificial in-
telligence can easily replace a judge). 
In recent years, there have been 
more cases of legislative restrictions 
on the discretion of judges in sen-
tencing, meaning that a judge can-
not always take into account all the 
circumstances to impose a fair and 
necessary punishment in a particu-
lar case. On the other hand, it should 
be noted that Ukrainian judges have 
learnt to apply the formal criteria 
in a very creative way, which allows 
them to maintain a balance between 
legality and justice.

Speaking about the legal system 
and civil society in general, it is im-
portant to know that the main hopes 
are not placed on the courts or the 
law enforcement system in a broad-
er sense, but on fair laws. This ap-
proach may somewhat slow down the 
European integration process, since 
along with the adaptation of legisla-

tion, the judiciary plays a major role 
in the European integration process.

Changing the law enforcement 
paradigm from a formalist to a more 
discretionary/nuanced one is a com-
plex process that takes a long time. 
In this process, special attention 
should be paid to legal education. 
The concept of higher legal educa-
tion focuses primarily on compli-
cating access to the legal profession 
through the introduction of external 
assessments and the creation of a 
6-year end-to-end education system. 
Absolutely insufficient attention is 
paid to the issue of acquiring critical 
analysis skills in relation to social 
processes taking place in society.

The dominance of formalism in 
Ukrainian courts is also related to 
the working conditions of judges. 
First and foremost, it is an excessive 
workload: statistically, one judge in 
Ukraine has 1,000 cases per year, 
but specific values can vary from 200 
cases to 10,000. This workload is 
also associated with a staff shortage 
of about 40% .57

Judges are relatively well remu-
nerated for their work, but not com-
parable to the private legal sector. 
The problem of remuneration also 
exists for other court employees, 
assistants, secretaries, etc. Their re-
muneration is low, which results in 
a rapid turnover of personnel in the 
courts; there are informal practices 

of judges paying extra money to their 
assistants. In general, financial sup-
port for the courts is centralized and 
channeled through the State Judicial 
Administration, which sometimes 
leads to problems with distribution 
of resources. Due to the war, budget 
expenditures on the judiciary cov-
er no more than 70% of the actual 
needs of the judiciary.

Judges, especially young judges, 
do not feel protected. This is primar-
ily due to weak judicial self-govern-
ment bodies. Although the judicial 
reform envisages strengthening ju-
dicial self-government, in practice, 
independent expert bodies (Ethics 
Council, Public Integrity Council, 
etc.) have been given preference in re-
forming issues, and judicial self-gov-
ernment bodies are losing their 
powers with each round of reforms. 
This is also related to the anti-cor-
ruption discourse, which favors ex-
pert knowledge over the principle of 
association. In such an environment, 
it is increasingly difficult for judges 
to build judicial self-organization 
and create new professional stand-
ards from below. This also contrib-
utes to less horizontal interaction 
between judges, which is an integral 
part of the legal paradigm shift. In 
addition, the lack of a voice in politi-
cal processes, particularly in judicial 
reform, makes it impossible to create 
a sense of stability among judges.
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The principle of radical trans-
parency and the anti-corruption 
discourse somewhat distort the pro-
cedures for selecting both new judges 
and forming judicial self-government 
bodies. Potential candidates may be 
afraid to apply for competitions, as 
they may suffer significant repu-
tational damage if they are unsuc-
cessful, as there is no certainty as 
to which of the facts of their biogra-
phy will be perceived as integrity or 
non-integrity. Competitions are held 
under the sign of identity, where the 
candidate’s personality is assessed 
as such, rather than professionalism 
(which should by definition include 
integrity as consistency in beliefs, 
thoughts and actions). Anti-corrup-
tion discourse requires the right 
people, and often goes far beyond the 
requirement to ‘be honest/integrity’ 
In its most radical manifestation, 
the anti-corruption discourse in its 
current state does not need judges 
as actors performing the socially im-
portant function of fairly applying 
the law through discretion, but rath-
er needs ‘right’ decisions. Again, it is 
not about having ‘our people’ with 
concrete names in the judiciary, it is 
about having a certain type of people 
who would make the ‘right’ decisions. 
This way of renewing the judiciary is 
quite disturbing, as it does not en-
sure pluralism of opinions and thus 
independent development of the ju-

diciary (in other words, the judiciary 
will always require external experts 
for its development).

THE SOCIAL AND ECONOMIC RECONSTRUCTION OF UKRAINE



89

CHAPTER 5

RISKS OF OPTIMIZING 
EDUCATIONAL INFRASTRUCTURE

In 2023, during the negotiation 
process on Ukraine’s accession to 
the European Union, the European 
Commission decided that Ukraine 
needed to optimize the infrastruc-
ture of higher educational institu-
tions due to demographic changes58.  
In 2024, the European Commission 
noted the positive progress in opti-
mization, assessed it favorably and 
emphasized that the process needed 
to continue59. The consolidation of 
higher educational institutions was 
identified as one of the tasks relative 
to the implementation of the strate-
gic goal of enhancing the efficiency 
of management in the field of  higher 
education development in Ukraine, 
as outlined in the Strategy for the 
Development of Higher Education in 
Ukraine for 2022–2032 (hereinafter 
referred to as the “Strategy”), which 

was approved by the Cabinet of Min-
isters of Ukraine in 202360.  

The need for consolidation was 
explained by two factors: the demo-
graphic crisis and the excessive du-
plication of educational training 
programs. There are too many uni-
versities, but the number of entrants 
is decreasing. It was stated in the 
Strategy that in Kyiv, 35 higher ed-
ucational institutions offered bache-
lor’s degree programs in law. In the 
report on the results of the audit of 
educational institutions reform in 
2024 (hereinafter referred to as the 
Court of Auditors), the Court of Au-
ditors of the Verkhovna Rada provid-
ed the following information61:

According to the data from the 
Ukrainian Education Ombudsman 
Service, as a result of Russia’s full-
scale invasion and hostilities on the 
territory of Ukraine since February 
24, 2022, 2.1 million Ukrainian chil-
dren, including those of school age, 
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have left the country. According to 
the State Statistics Service, in 2007, 
the number of children born 17 years 
earlier (in 1990) was 657.2 thousand; 
in 2023 (born in 2006), it was 460.4 
thousand; and by 2038 (born in 2021), 
it is projected to be 272.0 thousand.

Therefore, the policy of higher 
educational institution consolida-
tion is a key component of the Eu-
ropean integration process and one 
of the requirements imposed by the 
European Commission for Ukraine’s 
accession to the European Union. 
However, several factors raise doubts 
about whether this policy would 
have a positive impact on higher ed-
ucation in Ukraine and contribute 
to the realization of the vision of the 
European Higher Education Area, 
which was agreed upon by the minis-
ters of education of EU countries in 
the Rome Communiqué of 202062:

A. The absence of reliable statistics. 
The statistical data used by the 
Cabinet of Ministers of Ukraine to 
justify the necessity of consolidat-
ing the higher education system 
is incomplete and contradictory. 
Since 2001, no population census 
has been conducted. The statis-
tics provided by the Ministry of 
Education and Science of Ukraine 
(hereinafter referred to as MES of 
Ukraine) regarding the number of 
higher educational institutions 

contain inconsistencies, as evi-
denced by the report of the Court 
of Auditors: 

 “According to the data 
from the Ministry of Education 
and Science (MES) dated April 
4, 2024, as of the beginning of 
2024, there were 418 higher edu-
cation institutions (HEIs) operat-
ing in Ukraine, of which 230 were 
state-owned (including 171 under 
the management of MES). At the 
same time, according to the sum-
marized information from MES 
dated May 31, 2024, as of the be-
ginning of 2024, the total num-
ber of HEIs in Ukraine was 656, 
of which 311 were state-owned 
(including 213 under MES man-
agement). Moreover, according to 
the State Statistics Service, at the 
beginning of the 2023/2024 aca-
demic year, 314 HEIs were prepar-
ing higher education students, 
184 of which were state-owned.”

The European Commission 
also recognizes the issue with sta-
tistical data.

In other words, the Ukrainian 
government does not have enough 
information to claim that there 
are too many universities or what 
number is sufficient to meet educa-
tional needs, as it is unknown how 
many universities are functioning 
in Ukraine or how many people live 
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in Ukraine. The optimization of in-
frastructure poses significant social 
risks due to the lack of informa-
tion, particularly for regions that 
are considered underpopulated. 

B.  The disregard for the increase in 
the number of entrants who de-
cide to pursue a second degree. 
Despite the fact that during the 
years of independence in Ukraine, 
the birth rate and the number 
of minors entering universities 
have indeed decreased (particu-
larly since a significant number 
of these students join European 
universities), there is still a signif-
icant number of older applicants 
who need to change their jobs 
or acquire new skills, especially 
considering the fact that a signif-
icant part of manufacturing was 
destroyed as a result of the Rus-
sian-Ukrainian war. Supporting 
older students in earning their 
degrees is an important compo-
nent of developing education-
al inclusivity. In particular, the 
recommendations in Draft 2 of 
the Rome Communiqué of 2020 
state the following63:

“The policy of the social di-
mension should support not only 
current students but also potential 
students in their preparation and 
transition to higher education. 
Participation in higher education 

should be a lifelong possibility, 
including for adults who decide 
to enter or continue their higher 
education later in life.” 

In practice, the optimization 
of the higher education system 
can lead to a reduction in oppor-
tunities for lifelong education for 
Ukrainian citizens, which is an im-
portant aspect of developing an in-
clusive educational environment.

C. At the legislative level, Ukraine 
does not have legal guarantees re-
garding the right of workers and 
university students to participate 
in decision-making or discus-
sions regarding the consolidation 
of universities. The consolidation 
of state-owned higher education 
institutions is regulated by Parts 
1 and 2 of Article 31 of the Law of 
Ukraine “On Higher Education,” 
which stipulate that decisions 
regarding the establishment, re-
organization, or liquidation of a 
higher education institution are 
made by the Cabinet of Ministers 
of Ukraine, and that the reorgan-
ization or liquidation of a higher 
education institution must not 
violate the rights of students en-
rolled there.Ukrainian legislation 
does not require the government 
to hold prior consultations with 
labor collectives, trade unions, or 
student self-governance bodies of 
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the higher education institutions 
it intends to reorganize. The ne-
cessity of such consultations may 
be specified in a collective agree-
ment between a trade union and 
a higher education institution; 
however, the accountability for 
violating collective agreements is 
minimal.

This centralized approach 
contradicts the vision of the 
Rome Communiqué, which states 
that the European Higher Educa-
tion Area should be built on re-
spect for democracy and restricts 
the organizational autonomy of 
universities. The absence of le-
gal guarantees ensuring that the 
voices of university collectives will 
be considered in decision-mak-
ing creates a significant risk of 
government abuse, particularly 
the risk that the labor and educa-
tional rights of stakeholders will 
not be upheld in practice.

D.  The absence of restrictions on 
the privatization of property in 
institutions undergoing con-
solidation or reorganization. In 
December 2025, the Verkhov-
na Rada of Ukraine adopted the 
budget for 2025. In its resolu-
tion, the Rada suspended certain 
provisions of the Law of Ukraine 
“On Education” and “On Privat-
ization”, which had prohibited 

the sale of property belonging 
to higher education institutions. 
The amendments allowed privat-
ization under the condition that 
the institution is in a state of re-
organization, with 90% of the 
income from property sales allo-
cated to the development of high-
er education institutions64.

The heads and academic coun-
cils of universities are responsible 
for making decisions regarding the 
management of institutional prop-
erty in accordance with Ukrainian 
law. In state-owned higher education 
institutions, the heads are elected by 
the labor collective in accordance 
with the Law of Ukraine “On Higher 
Education.” However, the bodies of 
public oversight in universities (aca-
demic councils, supervisory boards, 
and student self-governance bodies) 
do not have the authority to veto de-
cisions made by the university head 
concerning economic matters and 
serve only as advisory bodies in this 
regard. Additionally, there are no 
legal provisions requiring that the 
privatization of university property 
be agreed upon with trade unions of 
higher education institutions.

Taking into account the fact that 
Ukraine’s higher education system 
suffers from a lack of funding, there 
are serious corruption risks. The pri-
vatization of property as part of the 

optimization of higher education 
infrastructure may, in practice, lead 
to the liquidation and reduction of 
educational facilities, which, as a re-
sult, could negatively affect aspects 
such as the number of seats available 
in classrooms.

Finally, the practice of university 
consolidation in 2024 exposed sever-
al significant problems in the policies 
of the Ukrainian administration and 
the Cabinet of Education and Science. 
In particular, the Court of Auditors 
of the Verkhovna Rada reported that 
due to a lack of statistical data and 
the absence of approved criteria, de-
cisions regarding the consolidation 
of universities were made on a case-
by-case basis and without considering 
the stance of higher education insti-
tutions. This process led to protests 
from students and professors.

In some cases, the Cabinet of 
Education reorganized institutions 
immediately after issuing a positive 
assessment of the report from the 
head of the educational institution. 
This raises questions about the Cabi-
net’s actual commitment to improv-
ing the quality of higher education 
through its optimization policy.

None of the 11 consolidations 
that took place in 2024 was fully 
completed, primarily because the 
Cabinet of Education failed to car-
ry out a comprehensive inventory of 
assets. All of this casts doubt on the 

conclusions of the European Com-
mission, which positively assessed 
the optimization of higher educa-
tion infrastructure.

 

Recommendations

The policy of optimizing the high-
er education system in Ukraine, 
implemented at the request of the 
European Commission, should be 
significantly reconsidered, including 
the following recommendations:

1.	 The optimization of higher ed-
ucation institutions should be 
based on comprehensive statis-
tical data that fully reflects the 
demographic situation, the state 
of educational infrastructure, the 
number of students, the distribu-
tion of programs, etc., at both the 
national and regional levels.

2.	 The policy of university optimiza-
tion should consider not only the 
number of underage and young 
applicants pursuing their first 
degree but also the number of 
older applicants seeking a second 
degree. Opportunities for lifelong 
learning should be expanded by 
increasing the number of partial-
ly or fully state-funded places.
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3.	 University staff and students 
should participate in discussions 
and decision-making regarding 
the reorganization of state-owned 
higher education institutions. 
Changes to Ukrainian legislation 
are necessary to provide clear le-
gal guarantees ensuring the par-
ticipation of university working 
collectives in the reorganization 
process.

4.	 The authority of public oversight 
bodies in supervising the privati-
zation of property in reorganized 
universities should be strength-
ened.

“According to the Department 
of the Educational Ombudsman of 
Ukraine, as a consequence of the full-
scale invasion by the Russian Fed-
eration and military actions on the 
territory of Ukraine, starting on Feb-
ruary 24, 2022, 2.1 million Ukraini-
an children, including school-age 
children, have left Ukraine. Accord-
ing to the State Statistics Service 
(SSS), in 2007, the number of chil-
dren born 17 years earlier (in 1990) 
was 657.2 thousand; in 2023 (born 
in 2006) — 460.4 thousand; and in 
2038 (born in 2021), it is projected 
to be 272.0 thousand.”

The problems with ensuring 
students rights

The Rome Communiqué recogniz-
es the importance of protecting 
student rights within the Europe-
an Higher Education Area and the 
development of student-centered 
learning. According to Annex 3 of 
the Rome Communiqué65, EHEA 
member states must:

“Make student-centered learn-
ing a reality by supporting higher 
education institutions in their ef-
forts to initiate or sustain structured 
dialogue on innovation and the im-
provement of learning and teaching, 
involving students, faculty, and rele-
vant stakeholders.”

The implementation of stu-
dent-centered learning principles 
is defined as one of the operational 
objectives within Ukraine’s Higher 
Education Development Strategy 
for 2022-2032 (hereinafter referred 
to as the Strategy)66, which was ap-
proved by the Cabinet of Ministers 
of Ukraine in 2023.

Ukraine has a well-developed 
legal framework for ensuring stu-
dent rights. Article 62 of the Law 
of Ukraine “On Higher Education” 
guarantees students a broad spec-
trum of rights, including: the choice 
of the form of education, safe and 

non-harmful working and living 
conditions, participation in shaping 
their individual learning plans, the 
right to submit proposals regarding 
tuition fees and payment conditions, 
access to dormitory housing, etc.

Student self-government in pub-
lic universities, according to Article 
40 of the Law of Ukraine “On High-
er Education”, has the authority 
to: approve student expulsions and 
evictions from dormitories; partic-
ipate in discussions and decisions 
on improving the educational pro-
cess, scientific research, scholar-
ship distribution, leisure activities, 
health programs, and student living 
conditions. Student representatives, 
though in limited numbers, partic-
ipate in university rector elections, 
while representatives of student un-
ions and self-governing bodies are 
members of the university’s highest 
collegial governing body, the Aca-
demic Council.

Student unions are also granted 
significant participation rights un-
der the Law of Ukraine “On Trade 
Unions.”

In accordance with Article 73 of 
the Law of Ukraine “On Higher Ed-
ucation,” Ukraine has an Education-
al Ombudsman, who has extensive 
rights to: monitor compliance with 
education laws, initiate official in-
vestigations and notify law enforce-
ment agencies of violations, provide 

legal consultations and represent 
students in court.

Despite the strong legal frame-
work, several factors negatively 
impact students’ rights in higher ed-
ucation:

A. Evasion of obligations regarding 
the protection of students’ rights 
by central executive authori-
ties and the crisis of the judicial 
system. Executive authorities 
(ministries, the educational om-
budsman) have significant pow-
ers to oversee university activities 
but rarely exercise them, citing 
the autonomy of higher educa-
tion institutions in their policies. 
As a result, students are left to 
defend their rights by turning to 
the courts. However, the judicial 
system in Ukraine has a number 
of systemic issues, as noted in the 
European Commission’s reports 
on the state of negotiations re-
garding Ukraine’s accession to 
the European Union.

B. Ukrainian legislation does not 
grant extensive supervisory pow-
ers to student self-government 
bodies. These bodies primari-
ly have advisory functions, and 
their approval is not required for 
decisions regarding dormitory 
accommodation fees, tuition fees 
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for contract-based education, 
class schedules, grading systems, 
and other similar matters. 

It is also important to note 
that the aforementioned student 
self-governance rights are guar-
anteed by Ukrainian law only for 
state universities. In contrast, the 
powers of student self-govern-
ment bodies in private universi-
ties are regulated exclusively by 
their respective charters.

C. Personnel decisions are made by 
bodies where students are either 
minimally represented or not 
represented at all. The Educa-
tional Ombudsman is appoint-
ed by the Cabinet of Ministers 
through a competition conduct-
ed by the Ministry of Education, 
with no student involvement in 
the selection process.

At university workforce meet-
ings where rectors are elected, 
students are granted only a 15% 
quota. In the university’s high-
est governing bodies, students 
are represented by the head of 
the student self-government and 
the heads of student trade un-
ions, each having only one vote, 
while the majority of the Aca-
demic Council consists of heads 
of structural divisions.

As a result, practice shows that 
there are numerous cases where 
the broad guarantees provided by 
Ukrainian legislation are not upheld 
by university administrations. Inde-
pendent student trade unions report 
various violations of students’ rights, 
including breaches of housing 
standards in dormitories, excessive 
academic workload, eviction of stu-
dents, delays in social payments, and 
illegal increases in dormitory fees67.

University administrations may 
also fail to provide student self-gov-
ernment bodies with the funding 
guaranteed by law. These factors 
negatively impact students’ rights 
and their ability to participate in de-
cision-making processes.

Recommendations

Although Ukraine already has a 
strong legal framework, further leg-
islative improvements are needed to 
ensure the practical implementation 
of the Rome Communiqué’s prin-
ciples of student-centered learning 
and student rights. The European 
Commission should pay special at-
tention to the protection of student 
rights and consider the following 
recommendations:

1.	 The powers of student self-gov-
ernment bodies, as outlined in 
the Law of Ukraine “On Higher 
Education,” should be extended 
to private universities.

2.	 Student representation quotas in 
university governing bodies that 
make staffing decisions should be 
increased. Additionally, the Edu-
cational Ombudsman selection 
process should be reformed to 
include student and civil society 
participation.

3.	 Legislative guarantees should 
be introduced to give student 
self-governance bodies and stu-
dent unions the right to organize 
strikes.

4.	 Student self-government bodies 
should be financially independ-
ent from university administra-
tions—possibly receiving funding 
directly from the state or munici-
pal budget.
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CHAPTER 6

CONTEXT OF EUROPEAN INTEGRA-
TION REGARDING HEALTHCARE

In general, the EU’s competence 
in the field of health is limited, as 
health is still largely organised at na-
tional level. Most cooperation takes 
place in the field of public health. 
Article 168 of the Treaty on the Func-
tioning of the European Union68 lists 
the objectives of preventing disease 
and illness by promoting healthy 
lifestyles, facilitating access to bet-
ter and safer health care, promoting 
innovative, efficient and sustaina-
ble health systems, and countering 
cross-border threats.

Specifically in relation to health, 
Section 22 of the Association Agree-
ment69 (Articles 426-428) lists the 
following health-related issues:

1. The strategic objective of cooper-
ation in the field of health shall 
be to increase the level of public 
health security and the protection 
of human health as a prerequisite 
for sustainable development and 
economic growth. 

2. Co-operation with the EU should 
contribute to strengthening the 
health system and its potential 
in Ukraine, in particular through 
reforms, further development of 
primary health care and the fight 
against infectious and non-com-
municable diseases such as HIV/
AIDS and tuberculosis (which are 
major problems in Ukraine and are 
likely to be exacerbated by the war).

The importance of health care 
for public health and security is also 
mentioned in various chapters, such 
as the chapter on environmental 
policy, cooperation in science and 
technology, information technology 
development, etc.

It may be necessary to look at 
other areas of Euro-integration that 
may be indirectly relevant to the 
health sector, such as labour mar-
ket or labour and social rights pro-
visions. 

For example, the Association 
Agreement also sets out Ukraine’s 
commitments in the area of social jus-
tice policies, employment and equal 
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opportunities. The strategic objec-
tives are to promote the decent work 
agenda, employment policy, health 
and safety at work, social dialogue, so-
cial protection, social inclusion, gen-
der equality and non-discrimination. 
Article 422 also states that Ukraine 
should promote corporate social re-
sponsibility and accountability and 
encourage responsible business con-
duct. Finally, Ukraine is expected to 
ensure gradual approximation to the 
EU legal framework, standards and 
practices in the field of employment, 
social policy and equal opportunities.

It should also be noted that, not-
withstanding the specific regula-
tions on health care in the context 
of European integration, Ukrainian 
health care remains highly depend-
ent on external funding. EU Member 
States play an important role in this. 
This may indirectly promote the har-
monisation of Ukrainian health care 
with European standards and prac-
tices, but it also leads to a domestic 
power imbalance.

Policy recommendations

1.	 Increase healthcare funding to at 
least 5% of the annual budget of 
Ukraine and ensure financial ad-
aptability. 

One of the most important 
prerequisites for building an 

effective health care system is 
ensuring adequate funding. Euro-
pean experience70 shows that EU 
countries spend on average 8-12% 
of their annual budgets on health 
care. As Ukraine is heavily de-
pendent on external funding and 
in a constant state of crisis, it will 
not be able to achieve such indica-
tors. However, the long-term goal 
should be to attract more resourc-
es to the system, not to adapt 
needs to inadequate funding. 

Another important priority 
should be to move away from ex-
ternal financing. External fund-
ing has a negative impact on the 
balance of power in the system. If 
citizens (including health profes-
sionals and patients) are not the 
main stakeholders in the system, 
they do not have enough influ-
ence on the system. Their needs 
are not prioritised71.

Research from middle- and 
low-income countries with prob-
lems similar to Ukraine’s with 
the informal economy and fiscal 
challenges shows that adaptabil-
ity of financing and a unified sys-
tem are key factors in achieving 
universal health coverage (UHC) 
(Domapielle et al. 2022)72. Achiev-
ing UHC is also a goal for Ukraine, 
but there are no strategies to sig-
nificantly increase funding. The 
main methods are still to close 
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hospitals and reduce staff. In a 
recent WHO study73 on financ-
ing, the only proposal to attract 
resources to the system was to in-
crease excise taxes on unhealthy 
goods. But this is not a sustaina-
ble long-term solution. Similarly, 
decentralisation and partial devo-
lution of funding to local authori-
ties is not an optimal way forward. 
This could lead to fragmentation 
of the system and make it impos-
sible to fight for workers’ rights in 
a coordinated way.

The following items are relat-
ed to the lack of funding:

2.	 Strengthening the ‘Affordable 
Medicines’ programme. 

Strengthening the Affordable 
Medicines Programme 

The Affordable Medicines Pro-
gramme74 should be expanded to cov-
er medicines not only for the most 
important diseases, but also for as 
many different diseases as possible, 
according to treatment protocols. 
This will allow patients to receive 
more affordable medicines, and the 
government reimbursement of 50-
90% of the price will help reduce the 
financial burden on the population. 

Today, the programme is one of 
the largest parts of the health budget 

- 80% by 202575. However, many es-
sential medicines are unavailable 
or only available intermittently. In 
addition, the mechanisms for trans-
ferring surplus medicines from one 
region to another are not transpar-
ent and slow.

Increasing funding for rare and 
other chronic diseases 

Patients with rare diseases require 
expensive and specialised treatment, 
which is often not available due to 
high costs. In order to ensure access 
to the necessary treatment, it is im-
portant to increase funding for the 
treatment of rare and chronic dis-
eases in general. This will ensure so-
cial justice and the ability to receive 
necessary medical care regardless  
of diagnosis.

This is particularly important as 
Ukraine still has a relatively high level 
of out-of-pocket payments76. The treat-
ment of chronic, incurable diseases 
often requires long-term treatment 
planning and the ability to adapt to 
patients’ needs. This in turn requires 
the availability of appropriate medi-
cines. The lack of affordable treatment 
will increase out-of-pocket payments 
and reduce patients’ quality of life, in-
cluding their ability to work. In addi-
tion, since the outbreak of full-scale  
war, EU countries have evacuation  
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programmes for seriously ill patients 
and generally provide access to medi-
cines for most Ukrainian refugees. This 
will make it difficult for people to return  
to Ukraine.

3.	 Modernising the infrastructure 
of healthcare facilities.

 
Improving the infrastructure of 
healthcare facilities is an impor-
tant element of the reform. The in-
troduction of health districts will 
allow for the creation of multidis-
ciplinary centres based on narrow-
ly focused secondary care facilities. 
This will help to improve the qual-
ity of medical services, make more 
efficient use of resources and en-
sure a wider coverage of patients 
in the regions.

In cities, it is possible to merge 
outpatient services from separate 
polyclinics into one polyclinic 
department in a specialised or 
multidisciplinary hospital, be-
cause the treatment protocols 
offered require increasingly de-
tailed instrumental and labora-
tory tests to diagnose and treat 
diseases. Such tests are not possi-
ble in a general practitioner’s of-
fice during routine examinations. 

At the same time, structural 
inequalities caused by the aus-

terity-driven reorganisation of 
the system - such as serious ine-
qualities in access to healthcare 
between rural and urban areas77- 
need to be taken into account in 
future policy development. 

4.	 Return of Ukrainian medical spe-
cialists.

 
Attracting qualified health work-
ers who have fled or migrated is a 
strategic task. A number of meas-
ures should be taken, such as in-
creasing salaries and expanding 
social benefits. 

Research is needed into the spe-
cific needs of doctors and the condi-
tions for their return to Ukraine. In 
most EU countries, the way to work 
in medicine is through recognition 
of a diploma and confirmation of 
qualifications. In Germany78, for ex-
ample, this is not only a very long 
process, but often involves a two-
stage examination with theoretical 
and practical parts. In addition, a 
sufficient level of language skills is 
required (usually B2, which corre-
sponds to 450 hours of study). For 
nurses, this scenario can take up 
to a year or more, and for doctors 
it can take years. Accordingly, often 
even socio-economic incentives will 
not be enough to encourage return. 

Those who find it difficult to learn 
the language or who had better pros-
pects in Ukraine will be more likely 
to return. They should therefore be a 
group of interest.

5.	 Establishing a Regulatory Body to 
Control Prices and Improve Ac-
cess to High-Cost Medicines.

To reduce market prices for 
medicines and ensure access to 
high-cost drugs, Ukraine should 
establish a National Pharmaceu-
tical Market Regulator. This body 
would oversee pricing, regulate the 
availability of medicines, and sup-
port the development of the do-
mestic pharmaceutical industry.79

A key measure would be the in-
troduction of reference pricing, 
whereby medicine prices in Ukraine 
are compared to average prices in 
neighboring countries such as Po-
land, Hungary, and Slovakia. This 
approach would help identify and 
eliminate inflated market prices. Ad-
ditionally, price caps should be set 
for essential medicines included in 
the national list or reimbursed by 
the state. Similar mechanisms are 
successfully implemented in Norway 
and Germany, where regulatory bod-
ies ensure price fairness through on-
going monitoring and adjustments.

To improve access to high-cost 
drugs, the reimbursement system 
must be reformed to include med-
icines for rare and severe diseas-
es. This can be achieved through 
cost-sharing programs involving the 
state, pharmaceutical companies, 
and patients. France provides a suc-
cessful example, where its healthcare 
system covers the cost of expensive 
drugs through specialized bodies 
such as the Haute Autorité de Santé 
(HAS)80.

Promoting domestic produc-
tion of medicines is another crucial 
step in lowering prices. The govern-
ment could provide subsidies for 
the development of generics—af-
fordable equivalents of expensive 
drugs. India’s success in becoming 
a global leader in affordable medi-
cine production demonstrates the 
effectiveness of this strategy. Si-
multaneously, reducing VAT rates 
for manufacturers investing in ad-
vanced technologies would enhance 
the competitiveness of Ukraine’s 
pharmaceutical industry.

A competitive environment 
should also be fostered by introducing 
an electronic procurement platform 
for medicines, allowing pharma-
ceutical companies to compete for 
state contracts by offering lower 
prices. New Zealand’s PHARMAC 
effectively employs this approach, 
achieving significant budget savings.
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Finally, a unified medicine price 
monitoring system must be imple-
mented to ensure pricing trans-
parency and prevent unjustified 
markups. In Germany, this role is 
fulfilled by the Gesundheitsfonds, 
which oversees the efficient use of 
funds in the pharmaceutical sector. 

Implementing these measures 
would reduce market prices for med-
icines, expand access to high-cost 
drugs, and provide financial relief to 
the population. This would contrib-
ute to the development of an effec-
tive and accessible healthcare system 
that meets the needs of modern  
society.

THE SOCIAL AND ECONOMIC RECONSTRUCTION OF UKRAINE



107

CHAPTER 7

This document represents an attempt 
to highlight key challenges and op-
portunities facing workers and wage 
laborers in Ukraine, viewed through 
the lens of both “Social Europe” as-
pirations and the realities of “Social 
Ukraine” in the context of ongoing 
war. It is crucial to acknowledge that 
this analysis is not exhaustive. The 
complexities of Ukraine’s socio-eco-
nomic landscape are immense, and 
a truly comprehensive examination 
would require far greater depth and 
breadth. Instead, we have focused on 
issues we deem particularly perti-
nent to the well-being and rights of 
the Ukrainian workforce, aiming to 
contribute to a broader conversation 
about the nation’s future.

Our findings reveal a stark di-
chotomy: on one hand, Ukraine pos-
sesses a robust legal framework in 
many areas, particularly regarding 
labor rights, education, and social 
protections. On the other hand, the 
practical implementation of these 
laws is often severely hampered by 

a confluence of factors, including 
economic constraints, corruption, 
bureaucratic hurdles, and, most crit-
ically, the devastating impact of the 
ongoing war.

Several key sectoral areas emerge 
as requiring urgent attention and re-
form:

	 Labor Market and Employment 
Standards: While the existing la-
bor code provides a foundation, 
its enforcement is weak. Undoc-
umented employment, informal 
work arrangements, and violations 
of minimum wage guarantees are 
widespread. Strengthening inde-
pendent labor inspections, empow-
ering trade unions, and aligning 
with EU directives on minimum 
wage adequacy and anti-discrim-
ination are crucial. The right to 
strike, currently restricted under 
martial law, must be restored and 
protected post-conflict.

CONCLUSIVE 
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	 Social Protection Systems and 
Welfare: The war has exacerbated 
existing vulnerabilities, particu-
larly for IDPs, older persons, peo-
ple with disabilities, and women. 
Housing insecurity, inadequate 
pensions, and increased care 
burdens are pressing concerns. 
While the government has made 
efforts to maintain social spend-
ing, reliance on international 
aid is significant. A shift towards 
a universal, rights-based social 
protection system with increased 
domestic funding, progressive 
taxation, and investment in so-
cial infrastructure is essential.

	 Education Reform and Skills De-
velopment: The push for high-
er education infrastructure 
optimization, while driven by 
demographic concerns and EU 
recommendations, risks under-
mining access and inclusivity. 
There is a need for reliable sta-
tistics, consideration of lifelong 
learning, and meaningful par-
ticipation of university staff and 
students in decision-making. 
Student rights, though legally 
guaranteed, are often not upheld 
in practice, necessitating strong-
er student self-governance and 
independent oversight.

	 Science and Research Policy: 
Ukraine must radically trans-
form its approach to science and 
research. As highlighted in the 
Ukraine Report 2024 (Chapter 25 
– Science and Research), despite 
being recognized as an emerging 
innovator, performing at 32.5% of 
the EU average according to the 
European Innovation Scoreboard 
2024, Ukraine’s performance is in-
creasing at a slower rate than the 
EU. This is widening the gap be-
tween Ukraine and the EU, hinder-
ing its integration and long-term 
competitiveness. A fundamental 
shift in policy is needed to boost 
research and development fund-
ing, enhance collaboration with 
European research networks, and 
ensure talent retention to foster a 
knowledge-based economy.

	 Healthcare and Basic Medi-
cal Services: Ukraine’s health-
care system faces severe funding 
shortages, infrastructure chal-
lenges, and a brain drain of med-
ical professionals. Expanding the 
“Affordable Medicines” program, 
improving infrastructure, devel-
oping a rehabilitation system, 
and reforming medical education 
are vital. Deinstitutionalization 
of psychiatric care and establish-
ing a regulatory body for medi-
cine prices are also critical.

7. CONCLUSIVE REMARKS

It is imperative to emphasize the 
extreme volatility of the current situ-
ation. The trajectory of Ukraine’s in-
tegration into European structures, 
and indeed its very socio-economic 
fabric, is inextricably linked to the dy-
namics of the war. The path to reform 
and recovery will be critically shaped 
by the potential outcomes of cease-
fire negotiations, peace agreements, 
and the evolving security landscape.

Currently, Russia’s approach is 
unequivocally aimed at destroying 
Ukraine as an independent nation, 
as an economic entity, and as a so-
cial body. The systematic targeting 
of civilian infrastructure, the forced 
displacement of populations, and 
the ongoing atrocities underscore 
this devastating reality. However, the 
fundamental assumption underpin-
ning this document is unwavering: 
Russia will not prevail in its attempt 
to destroy Ukraine. The resilience of 
the Ukrainian people, their unwa-
vering commitment to sovereignty, 
and the support of the internation-
al community give us confidence 
in Ukraine’s ultimate survival and 
eventual triumph.

This document, therefore, is of-
fered as a contribution to the on-
going effort to envision and build 
a better future for Ukraine’s work-
ers and citizens. It is a call for sus-
tained engagement, critical analysis, 
and unwavering solidarity with the 

Ukrainian people as they navigate 
this extraordinarily challenging pe-
riod in their history. The task ahead 
is immense, but with determination, 
creativity, and a commitment to so-
cial justice, Ukraine can emerge from 
this crisis stronger, more equitable, 
and more deeply integrated into the 
European family of nations.

THE SOCIAL AND ECONOMIC RECONSTRUCTION OF UKRAINE
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