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Abstract

The article examines the labour migration of Ukrainians to the Warmia-Masuria province. Such research methods
as systematic, comparative, behavioural, statistical data analysis, document analysis, focused interviews and
case study helped to identify current trends and key challenges presented by migration flows of Ukrainians to
the province. The main factors affecting Ukrainian labour migration to the province are analysed, with particular
emphasis placed on quantitative descriptions of the features of Ukrainian employment in the region. It is concluded
that there are prospects for further labour migration of Ukrainian workers to Warmia-Masuria.

Keywords

labour migrants, Ukrainian workers, Warmia-Masuria province

1. Introduction

Migration and its consequences have long been high on the international agenda. The complex
and cross-sectoral nature of the issue leads to the awareness that the motives that urge the popu-
lation to resettle abroad are economic, political, social, cultural, or even environmental in nature.
However, upon analysing the trends of international migration flows, we can conclude that the
economy is the most important motivation for migrants, in particular the search for a better-paid
job and better living conditions. This, in turn, is expressed in the development of labour migration,
which involves the movement of able-bodied people with the intention of employment.

As of today, Ukraine is an active exporter of labour. Under the influence of transformations in
geopolitics and the global economy, the largest share of Ukrainian labour migrants is concentrated
in Poland. According to unofficial estimates, 1.5 million labor migrants from Ukraine were in Poland
in 2021. Now, in the context of full-scale Russian aggression against Ukraine, it is difficult to esti-
mate the exact number of Ukrainian labour migrants in Poland, as approximately another 1.4 mil-
lion Ukrainians migrated to this country after February 24, 2022, mostly as refugees.

The present stage of Polish-Ukrainian relations emphasises the strengthening of close ties and
the establishment of international cooperation between Ukraine and the Warmia-Masuria province,
which demands renewed scrutiny of labour migration of Ukrainians to this province.

What are the key trends in the labour migration of Ukrainians to Poland? What factors activate
the flow of labour migrants from Ukraine to Warmia-Masuria? What peculiarities do Ukrainians face
when seeking employer declarations and work permits in Poland? What role does the employment

1 The article was produced within the framework of the Ilvan Vyhovsky Award and is based on the results of
an internship at the University of Warmia and Mazury in Olsztyn at the Institute of Political Science in the period
from 01.02.2021 to 02.04.2021.
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centre of the Warmia-Masuria province play in the employment of people from Ukraine? Which
agencies mediate the employment of Ukrainians in Poland? What role do Ukrainian labour mi-
grants play in crime increase in Poland? Do Ukrainian labour migrants and their families face
discrimination? How did COVID-19 affect the employment and working conditions of Ukrainians
in Poland? How did the Russian full-scale invasion of Ukraine change the migration pattern of
Ukrainians in Poland?

The article consists of several parts. The first part provides a brief overview of the research
methodology. A general description of the labour migration of Ukrainians to the territory of Poland
is given in the second part of the work. An analysis of the reasons for the transfer of a significant
share of the Ukrainian working population to the Warmia-Masuria province in Poland is carried out
in the third part of the work. The fourth part of the work reveals the procedural and quantitative
characteristics of the employment of Ukrainian labour migrants. The current challenges of labour
migration from Ukraine to the Warmia-Masuria province are characterised in the fifth part of the
paper. The sixth part of the work includes the results of a study of current trends and problems of
Ukrainian labour migration to the Warmia-Masuria province.

2. Methodology

The article is based on an analysis of relevant literature, internet resources, and focused inter-
views. Among the Ukrainian scholars who have studied the labour migration of Ukrainians to Poland,
it is worth highlighting such as O. Malynovska, T. Nahorniak, Y. Pachos, A. Zubyk, E. Libanova,
A. Karpenko, H. Zasorina, B. Skochynska-Prokopovych, |. Luchakivska, and O. Levytska. These
researchers have considered the causes, directions, and consequences of Ukrainian labour migra-
tion to Poland, along with its quantitative, qualitative and regional characteristics, modern realities
and challenges, Polish migration policy, and migration dynamics.

Among contemporary interpretations of migration processes, the most striking in this context are
the works of E. Lee, W. Zelinskyi, A. Lewis, J. Berry, Luis Garnizo, and George J. Borjas. The most
appropriate for the assessment of migratory sentiments of society, in our opinion, is Everett Lee’s
notion of push and pull factors. Migration is interpreted as a function of the relative attractiveness
of home and host countries, and the presence of barriers is interpreted as a restriction of migration
processes. According to Everett Lee’s migration model, a push is a factor that motivates people
to leave a place for reasons that may be economic, cultural, or environmental. Within these three
groups of factors, there are many conditions that cause push. Among the most notable are ‘limited
capacity’, discrimination, loss of wealth, and war. As with the push factor, the pull factor that moti-
vates people to move to a new place has economic, cultural, and environmental dimensions, which
may include employment opportunities, better living conditions, social security, and an attractive
climate. According to Everett Lee, all migration factors can be divided into four groups: 1. Factors
associated with the area of origin; 2. Factors associated with the destination; 3. Intervening obsta-
cles; 4. Personal factors (Nosek 2018).

Wilbur Zelinskyi's concept of mobile transition also takes a prominent place in migration re-
search. This innovative approach takes into account the role of globalisation in changes in interna-
tional migration and considers migration processes in connection with other dynamic processes,
namely economic growth, development of transport, new channels of information transmission,
changes in economic opportunities, and growth of population welfare (Synkovets 2016).

Dual labour market theory, developed in 1954 by the British economist Arthur William Lewis,
stands out among the economic theories concerning migration processes. The key thesis of the the-
ory is that the main reason for migration is primarily the difference in wages resulting from changes
in labour supply and demand in sending and receiving countries, (Jaskutowski and Pawlak 2016).

The neoclassical economic approach focuses on the study of ‘human capital’ and interprets la-
bour migration as a result of economic development. According to the theory, a difference in wages
is the main factor of migration and serves as a key pushing factor in recipient countries and, ac-
cordingly, an attractive factor in donor countries. Migration flows are directed from less-developed
countries with a surplus of labour and low-wage jobs to more developed countries with limited
labour and high wages. Thus, migration flows will exist as long as there is a significant wage gap.
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In addition, the institutional approach asserts that the level of support for migration from various
governmental and non-governmental organisations, humanitarian organisations, law firms, social
services, and mafia structures will directly affect the share of migration (Verbovyi 2011).

For the implementation of our research, interviews with the leader of the Ukrainian minority in
Warmia-Masuria and the management of Ukrainian schools in Gérowo ltawieckie and Bartoszyce,
as well as with representatives of the management of the province and county employment agen-
cies in Olsztyn, were extremely valuable. These interviews revealed interesting facts about the
lives of Ukrainian labour migrants in Poland, details about the peculiarities of teaching children
of Ukrainian labour migrants, and changes in Ukrainian schools in Poland. An important resource
for the study of the problems of adaptation of Ukrainian labour migrants in Poland, specifically the
situation in the Warmia-Masuria province, is the information provided by the representatives of the
Police and Labour Inspectorate. In addition, visits to Greek Catholic churches in Elblagg, Frombork,
and Olsztyn allowed us to talk to priests about the life of Ukrainian labour migrants.

The research methodology is based on the principles of integrity, logical consistency, complete-
ness, and scientific pluralism.

A mixed-method approach was adopted for the study. Labour migration was analysed as a sys-
temic phenomenon, the formation of which is influenced by environmental processes. The com-
parative method was used to compare the dynamics of the number of work permits, seasonal
permits, and employer declarations in Poland and in the Warmia-Masuria province and to differ-
entiate quantitative indicators of the national and gender aspects of the issuance of work permits
in the province. Behaviour analysis was carried out to understand that of Ukrainian workers in
the Warmian-Masurian province. Statistical data analysis was used to provide information on the
issuance of work permits, seasonal work permits, and employer declarations; on the spheres of
activity and professions chosen by Ukrainians, the mediation of the Employment Centre and Polish
employment agencies, the legality of Ukrainian work in the province, and on offences committed by
foreigners in Olsztyn. Documents including the provisions of the Law of May 2, 2020, “On special
decisions related to the prevention, counteraction, and combating of COVID-19, other communica-
ble diseases, as well as the crises caused by them” were analysed, as was other relevant Polish
legislation.

In addition, to better understand the challenges of labour migration of Ukrainians to Warmia-
Masuria, the case study method was applied to analyse the case of the educational problem in
Gorowo ltaweckie, a measles outbreak, and the inhumane treatment of Ukrainian workers at fac-
tories in Nowe Miasto County.

3. Key characteristics of Ukrainian labour migration to Poland

It is well known that Ukrainian labour emigration is growing every year, causing an acute prob-
lem for the state and its economy. Ukrainian domestic problems, in particular low wages, are the
primary reason for this development. More specifically, factors that prompt Ukrainians to seek work
in other countries are high unemployment, the reduction or disappearance of certain industries,
economic backwardness in certain regions, the lack of demand for a certain profession, or the im-
possibility of the full realisation of personal potential within the country (Fenik 2019).

According to Ukrainian political commentator O. Radchuk (2019), the intensification of migra-
tion flows from Ukraine is due not only to the level of wages, which is several times lower than
wages in neighbouring countries, including Poland, but also an unfavourable investment climate,
the difficulty of starting a business, and the lack of competitiveness of the Ukrainian economy. By
gaining access to world labour markets, Ukrainians were able to recognise, firstly, the weakness
of Ukrainian opportunities to compete with other countries for labour resources, and, secondly,
the existence of competition for labour migrants from Ukraine between countries such as Poland,
Hungary, the Czech Republic, Slovakia, and Germany.

The significant intensification of Ukrainian emigration since 2014 is related to Russia’s military
operations in Ukraine. Unfavourable social policy in Ukraine also led to an increase in the volume
of migration of citizens in 2015-16. The annexation of Crimea and the war in the east of Ukraine led
to a complication of the socio-economic situation. In addition, those who were forced to leave their
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homes in the Crimea, Donetsk, and Luhansk regions began to look for opportunities to improve
their living conditions, as they faced the negative consequences of legal uncertainty regarding their
status as internally displaced persons, lack of state support, and illegal restrictions on certain rights
(Nahorniak, Pachos 2018)

One of the turning points in the migration of Ukrainians to Poland was the beginning of the full-
scale invasion of Russian troops into Ukraine, which caused a significant wave of Ukrainian refu-
gees abroad, mostly to Poland. The full-scale war in Ukraine changed the portrait of a Ukrainian who
migrates abroad for temporary residence and work. According to the sociological study ‘Refugees
from Ukraine in Poland, the Czech Republic and Romania’ conducted by the Migration Platform
EWL, the Fund for Migrant Support in the Labor Market and the Center for East European Studies
of the University of Warsaw, the majority of refugees from Ukraine were women who left Ukraine
due to the presence of minor children. Most of them do not know Polish language, have no close
relatives there (Kryzhanivska 2023).

In the context of the above, Poland is an attractive place for Ukrainians, thanks not only to higher
wages, but also to the development of migration networks, linguistic and cultural kinship, historical
ties, geographical proximity, and a partial level of job security.

Poland has transformed from an emigration state to an immigration state. Immigration in Poland
has its own specific features, including the domination of migrants from neighbouring non-EU coun-
tries, including, above all, Ukrainians, and a predominance of short-term and seasonal immigra-
tion. The greatest motivation for immigrants is economic, which leads to high rates of employment
among migrants (Adamczyk et al. 2022).

It should be noted that an important factor in the emigration of Ukrainians to Poland is Poland’s
favourable migration policy. This policy is based on geographical and cultural proximity, which is
explained by the mobility between neighbouring states and the fact that their population usually
adapts easily to Polish society. Additionally, Poland prioritises increasing the scale of legal employ-
ment of foreigners who possess skills in demand in its labour market. Poland is actively expand-
ing the network of interregional cooperation with Ukraine, opening its own borders to Ukrainians,
signing relevant agreements and memoranda, and improving the social and economic security of
migrants from Ukraine (Brunarska et al. 2022).

According to the ‘Labour Immigration Barometer’, geographical proximity is the most frequent
reason why Ukrainians go to work in Poland, influencing 53% of migrants. The next factor is money
(44%), and in the third place is a low language barrier (34%). It is thanks to such factors that three
out of four Ukrainian labour migrants return to Poland (Shataieva 2018).

Statistics provided by Poland’s Office for Foreigners show that at the end of 2021, more than
300,000 citizens of Ukraine had a valid residence permit in Poland. The share of Ukrainians among
foreigners in Poland is almost 57%. In terms of gender, 54% of Ukrainians with residence permits in
Poland are men and 46% are women. About 60% are between the ages of 18 and 40, while people
under 18 make up about 12% and people over 40 make up about 28% (Obywatele 2021).

At the All-Ukrainian Forum ‘Ukraine 30. Labour Resources’, which took place on 20 July 2021,
the Ukrainian ambassador to Poland, A. Deshchytsia, made a statement on the labour migration
of Ukrainians to Poland. First of all, the ambassador noted the tendency to increase the number of
labour migrants — since 2014, for example, the number of labour migrants had increased by a fac-
tor of two or three. Emphasising that about 1.5 million Ukrainians at that time have been working
in Poland, A. Deshchytsia claimed that 600,000 of them officially pay taxes to the social insurance
fund and the rest work legally under employment contracts without paying taxes (Zahorodnia 2021).

It is worth noting that the growth of employment of Ukrainian migrants in spheres beyond con-
struction or cleaning gradually destroys the received wisdom regarding the limited variability of
work opportunities for Ukrainians in Poland. Furthermore, the ambassador stressed that Ukrainian
migrants now not only come to Poland to work but also consider starting and developing their own
businesses, as evidenced by the following statistics: in 2014 there were 680 companies in Poland
at least partially owned by Ukrainians, whereas in 2021 there were already 16 thousand such com-
panies (Zahorodnia 2021).

According to EastWestLink, a Polish employment agency for foreigners, as of 2019, the larg-
est number of labour migrants among Ukrainians in Poland were aged 26-35, but there is a trend
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towards an increase in the number of 18 to 25-year-olds. Traditionally, men predominate among
labour migrants, accounting for approximately 60%, but the number of women is also gradually
increasing (Ukrainska 2019).

It is also important to take Social Insurance data into account. Experts note that the informa-
tion on foreigners collected by this institution is crucial not only for the social insurance system,
but for the economy and, in particular, the labour market. According to the organisation’s data, in
April 2021, a record number of 780,500 foreigners were insured in Poland. This represents an
increase over the previous month of 14.5 thousand, among which 10.3 thousand are citizens of
Ukraine. In general, Ukrainians make up the largest group among foreigners registered for insur-
ance, about 75%. For comparison, at the end of August 2020, the number of foreigners registered
with the Social Insurance Institution (ZUS) stood at 689,000, including 507,000 citizens of Ukraine.
The number of foreigners applying for insurance was affected by the COVID-19 pandemic. Initially,
a significant increase in the number of Ukrainian citizens arriving in Poland was a consequence
of the reopening of the borders after the first lockdown period. At the same time, these data point
to a high demand for labour migrants in Poland, and may also suggest that foreigners prefer legal
work that provides health insurance and, accordingly, access to health care (The number 2021).

Thus, it can be concluded that the most prominent motive for the labour migration of about
1.5 million Ukrainians to Poland is economic in nature, although geographical and cultural proxim-
ity, the possibility of legal employment, and Polish migration policy are also quite important factors.

4. Ukrainian labour migration to the Warmia-Masuria province

First of all, over and above the general positive features of employment in Poland, the Warmia-
Masuria province is attractive to labour migrants due to the concentration of a significant part of the
Ukrainian diaspora here. According to official data, about 11,000 Ukrainians now live in Warmia-
Masuria. However, unofficial estimates number Ukrainians in the Warmia-Masuria province at
about 75-85 thousand people (Astramowicz-Leyk and Turchyn 2022).

Close interregional cooperation has been established between certain regions of Ukraine and
the Warmia-Masuria province. The provincial government attaches great importance to relations
with Poland’s eastern neighbour, Ukraine. The presence of a significant and active Ukrainian minor-
ity in Warmia-Masuria makes cooperation between Ukraine and the province an important aspect
of the international policy of both parties. The cooperation of the province with the Rivne region,
initiated on 8 November 1994 with an agreement on friendship and cooperation, is especially well-
developed. The regions cooperate across a wide range of fields: utilities, communication systems
and transport, construction of infrastructure facilities, economy and trade, small and medium busi-
nesses, entrepreneurship, agriculture, regional planning and environment, organisation of events,
etc. (Prokop 2019).

The existence of a developed network of cooperation, to some extent, inspires confidence in
those who plan labour migration to the province.

The presence of many enterprises and companies that Ukrainians can consider potential em-
ployers encourages labour migration to the Warmia-Masuria province. The capital and largest city
in Warmia-Masuria, Olsztyn, boasts an expanded network of enterprises involved in the timber in-
dustry and the industrial processing of agricultural products. As of today, Olsztyn is the main region-
al centre of the woodworking and furniture, food (dairy, meat, and breweries), and light industries.
The transport industry, production of building materials, and printing products are also developing.
Mining also plays a part (Olsztyn 2005).

Projects aimed at supporting foreigners in the province also serve to increase Ukrainian im-
migration. One example is the project ‘Support system for foreigners living in the Warmia-Masuria
province in the field of social adaptation and integration’, which lasted from January 2018 until
September 2020. The main goal of the project was to raise the standard of integration services for
foreigners in the Warmia-Masuria province and deepen the integration of foreigners with Polish
society (Proiekt 2018).

Another noteworthy project was ‘Support for the Integration of Migrants in the Warmia-Masuria
province’, also funded by the national budget and the National Asylum, Migration and Integration
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Fund. The project ‘Support for the integration of migrants in the Warmia-Masuria province’ lasted
from May 2020 to May 2021, with the primary goal of providing comprehensive support to at least
one thousand foreigners living within the Warmia-Masuria province, facilitating the integration pro-
cess. The key objectives of the project were: 1. Improving the social and living conditions of mi-
grants in difficult transitional situations; 2. Improving communication skills through the introduction
of Polish language courses that include elements of Polish culture and history; 3. Improving the
competence of migrants in the fields of civil rights and responsibilities, Polish values, labour law
and the labour market, and living conditions; 4. Supporting foreigners in job search, career develop-
ment, and business relations; 5. Organising intercultural events and establishing a platform for the
study of similarities and differences between migrants and wider Polish society; 6. Highlighting the
positive features of migration as a process that brings enrichment to local communities, which in
turn promotes the integration of foreigners (Pidtrymka 2020).

In our opinion, the implementation of such projects can contribute to the awareness of migrants
from Ukraine of their value to the province, as well as to the understanding that they can rely on
some support there.

Thus, the main factors influencing Ukrainian labour migration to Warmia-Masuria have been
identified as low wages in Ukraine, the low competitiveness of the Ukrainian economy, the devel-
opment of migration networks, the geographical, linguistic, and cultural proximity of Ukraine to the
province, the development of employment opportunities, and the availability of official support for
migrants, including projects to promote integration.

5. The peculiarities of Ukrainian migrants’ employment in Poland

5.1. Current trends in issuing employment permits to Ukrainians in Poland

The analysis of the employment of Ukrainian labour migrants in Poland should be considered in
the context of how such documents as work permits, seasonal work permits, and employer declara-
tions might be obtained.

One of the options for the official employment of foreigners in Poland is a work permit. Work
permits in Poland are issued by the local authorities at the place of residence of the employer or
the registered office of the company. In Polish practice, work permits for foreigners can be of five
types: Type A— a foreigner performs work on the basis of an employment contract with an employer
residing or staying in Poland. Type B — a foreigner works for a Polish company and as part of his/
her duties stays in Poland for a period of more than 6 months a year. Type C — a foreigner is sent
to a branch of a foreign employer in Poland for a period longer than 30 days. Type D — a foreigner
works for a foreign employer that performs no organised activities in Poland and is delegated to the
territory of Poland for the implementation of certain temporary assignments. Type E — a foreigner
works for a foreign employer and is sent to the territory of Poland for a period longer than 30 days
in six months, for purposes other than those specified in the other permit types (Mialova 2017).

The introduction of a visa-free regime with the European Union has made it easier for Ukrainians
to work in Poland. One can enter Poland with a biometric passport and then apply for a work permit,
as Poland is one of the few EU countries that offer a work permit on the basis of a visa-free regime.
In fact, EU member states have the right to allow such a possibility internally, because the visa-free
agreement itself does not provide for such a procedure (Tokariuk 2019).

It is worth noting that on 4 January 2022, several changes were made to Polish legislation that
simplify the conditions for labour migration. For Ukrainian migrants, this means the possibility of
obtaining a work permit in Poland for a period of up to 2 years, issued on the basis of a seasonal
work permit and the employer’s statement of the intention to employ a foreigner (Yakovlieva 2022).

Until 2020, a dynamic increase in the number of issued permits was observed (see Fig. 1). It
should be understood that the intensification of obtaining work permits in Poland by Ukrainians was
to a large extent connected with the beginning of Russian armed aggression against Ukraine. In
2020, the COVID-19 pandemic caused a decline in the issuance of permits. The largest number of
permits within the analysed period was issued in 2019 — 330,495 permits.
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Dynamics of issuing work permits to Ukrainians in Poland
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Figure 1. Issuance of work permits to Ukrainians in Poland (2014-21)

Source: Labour Market Department of Ministry of Family and Social Policy in Poland.

Analysing the situation with the employment of Ukrainians in the Warmia-Masuria province, it is
worth considering the number of permits issued by the provincial government to citizens of Ukraine.
Since the largest number of permits was issued to Ukrainians at the national level in 2019, and
there was a decline in 2020, it makes sense to choose these two years for the sample. In addition,
we consider it important to add a gender aspect to the study.

Table 1. Issuance of work permits to citizens of Ukraine in the Warmia-Masuria province (2019-2020)

Year of issuance of the
. For women For men Total
permit
2019 2,368 4,965 7,333
2020 1,561 3,306 4,867

Source: Labour Office of the Warmia-Masuria province.

As can be seen from Table 1, more permits were issued to men — 35% more permits than to
women in 2019 and 36% more permits than in 2020. It is also worth noting the downward trend in
the issuance of work permits to Ukrainians in the province in 2020, when 33% fewer contracts were
issued than in the previous year. However, these dynamics can be explained by the coronavirus
pandemic, which at that time had a strong global impact on public life and, in particular, employ-
ment opportunities and conditions. In this context, it should also be noted that according to the
Labour Office of the Warmia-Masuria province in 2019-2020, Ukrainians as a nationality received
the largest number of work permits. For comparison, in 2019 the second largest number was grant-
ed to citizens of Belarus, who received 564 permits, which is approximately one-eighth the number
of permits received by Ukrainians.

An important aspect of the modern labour migration of Ukrainians to Poland is the demand for
highly qualified Ukrainian workers in various spheres of public life. That is, Ukrainians can work
not only as construction or agricultural labourers, but also as, for example, office managers or IT
specialists. Polish authorities often listen to employers’ requests to facilitate the employment of
Ukrainian workers (Tokariuk 2019).

Ukrainians who receive work permits in the Warmia-Masuria province choose different fields of
activity and groups of professions. Table 2 presents the variability of Polish proposals in the field of
activity for foreigners in 2020 (see Table 2).

Analysing the data from Table 2, it can be concluded that in 2020 most permits were issued to
Ukrainians in the processing industry, a total of 1,277, while the areas of public administration and
national security, financial and insurance activities, organisations and extraterritorial teams were
not represented by Ukrainians with official work permits.
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Table 2. Polish offers of work permits for foreigners in 2020 by sphere of activity

Spheres of activity Number of permits Number of permits issued
issued to Ukrainians

Farming, forestry, hunting, fishing 52 33
Mining and extraction 3 3
Processing industry 2,013 1,277
Production and supply of electricity, gas, steam, hot water, and 2 2
air conditioning
Water delivery; wastewater management and reclamation 1 1
Construction 1,352 1,019
Wholesale and retail trade; repair of motor transport 187 167
Transport and warehouse management 1,259 855
Accommodation and catering 247 51
Information and communication 8 7
Financial and insurance activities 0 0
Real estate services 29 0
Professional, scientific, and technical activities 265 203
Activities in the field of administrative and support services 1,315 1,087
Public administration and national security; compulsory social 0 0
welfare
Education 4 4
Healthcare and Social Care 16 10
Activities related to culture, entertainment and recreation 27 15
Other services 119 112
Households with hired employees; households that produce 13 13
goods and provide services for their own needs
Organizations and extraterritorial teams 0 0

Source: Labour Office of the Warmia-Masuria province.

In terms of selected professions, such professions as artisan and contractor predominated — at
37% and 35%, respectively (see Fig. 2). It is important that in 2020, only 5 Ukrainians here received
a permit to work in public authorities or to hold positions in management structures, which is not
even 1% of the total number of permits.

Chosen professions

B Contractors
Specialists
Technical and practical staff
Office workers
Trade and service workers

Farmers, gardeners, foresters and fishermen

1% B Artisans
14% 1% . . .
B Operators and installers of machines and devices

2% 1%

Figure 2. Professions chosen by Ukrainians with work permits in 2020

Source: Labour Office of the Warmia-Masuria province.
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In 2020, most permits were issued to Ukrainians in the Warmia-Masuria province for a period
of more than two years — 2,695 permits — with only 10 permits being issued for periods up to three
months (see Fig. 3).

Validity of work permits

3000 2,695
2250
1500 1,232
922
750
10
0
up to 3 months from 3 months to 1 year  from 1 year to 2 years over 2 years

Figure 3. Validity of work permits of citizens of Ukraine in the Warmia-Masuria province in 2020

Source: Labour Office of the Warmia-Masuria province.

5.2. Seasonal work permits for citizens of Ukraine in Poland

Another opportunity for employment of Ukrainians in Poland is provided by obtaining a seasonal
work permit. This document is issued on the basis of an application by the entity that entrusts work
to a foreigner. A seasonal work permit may be issued for no more than nine months in a calendar
year. To apply for a seasonal work permit, the employer applies to the district employment service.
While waiting for an extension of the seasonal work permit, a foreigner can work for the entire wait-
ing period with the same employer, but only for up to 30 days if he/she wants to work for a new
employer (Adamczyk et al. 2022).

Dynamics of issuance of permits for seasonal work to Ukrainians in Poland
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Figure 4. Seasonal work for Ukrainian citizens in Poland (2018-2021)

Source: Labour Market Department of Ministry of Family and Social Policy in Poland.

The period 2018-21 shows a downward trend in the issuing of seasonal work permits (see
Fig. 4). However, it should be noted that despite the challenges associated with the coronavirus
pandemic, the number of issued seasonal work permits remained at an average level. Concurrent
with the end of the period of intensive seasonal work at the end of May 2020, Poland became
aware of a labour shortage, and accordingly, the demand for foreign workers has recovered.

The trend towards a decrease in the number seasonal work permits issued in the Warmia-
Masuria province from 2019 to 2021 reflected the situation in the country as a whole.
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Issuance of permits for seasonal work to Ukrainians in the Warmian-Masurian Voivodeship
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Figure 5. Seasonal work permits for citizens of Ukraine in the Warmia-Masuria province (2019-2021)

Source: Labour Office of the Warmia-Masuria province.

As can be seen in Figure 5, the year 2020 saw an increase in the number of permits issued to
Ukrainians for seasonal work compared to 2019, with a decline in the following year. In the peak
year 2020, 174 more permits were issued to women than to men. It should be emphasised that the
total number of seasonal work permits issued in the Warmia-Masuria province in 2020 was 948
permits, 912 of which were obtained by Ukrainians. Seasonal work permits issued to Ukrainians in
2020 covered two areas of activity: the provision of accommodation and food services at 13.8%,
with farming, forestry, hunting, and fishing accounting for the remaining 86.2%.

5.3. Issuing employer declarations to Ukrainians in Poland

In addition to permanent and seasonal work permits, migrants looking for employment in Poland
can also take advantage of the opportunity to obtain an employer declaration. If the employer wants
to provide a job to a foreigner in a simplified mode, he/she can submit a declaration to the regional
labour service. Under the terms of the declaration, the term of employment of a foreigner cannot
exceed 24 months, and work for a foreigner does not include seasonal work that requires a permit.
An important advantage for the employee is that if the employer wishes to continue working with
a foreigner after the expiration of the declaration, he/she can apply for a simplified work permit that
does not entail a labour market check (Deklaratsiiu 2021).

Dynamics of submitted employer declarations to Ukrainians in Poland
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Figure 6. Employer declarations for citizens of Ukraine in Poland (2018—-2021)

Source: Labour Market Department of the Ministry of Family and Social Policy in Poland.

The year 2020 saw a decline in the issuance of employer declarations to Ukrainians in Poland
— 1,329,491 declarations compared to 1,475,923 declarations in 2019 [see Fig. 6]. This situation is
largely connected with the spread of COVID-19, and an increase in the number of issued declara-
tions is observed in 2021 — 305,613 more declarations than in 2020.
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Dynamics of submitted employer declarations to Ukrainians in the Warmiam-Masurian Voivodeship

57,035

60,000
45,000 42,629
30,000 25.479

19,636
- :. I

0
2018 2019 2020 2021

Figure 7. Employer declarations for citizens of Ukraine in the Warmia-Masuria province (2019-2021)

Source: Labour Market Department of the Ministry of Family and Social Policy in Poland.

By contrast, at the level of the Warmia-Masuria province, a sharp increase in the number of
issued declarations can be observed from 2018 [see Fig. 7]. The largest number was issued in
2019 - 57,035 employer declarations. However, other provinces issued a greater number of such
declarations than Warmia-Masuria (Boiko 2022).

5.4. Employment of Ukrainians in the Warmia-Masuria province through the Employment
Centre and employment agencies

The Employment Centre also plays an important role in the employment of Ukrainians in the
Warmia-Masuria province. According to official data, in 2019, the top five countries in terms of the
number of employed people in the Warmia-Masuria province through the Employment Centre were
Poland, Ukraine, Georgia, Belarus, Moldova, and Russia [see Fig. 8].

Employment in the Warmian-Masurian Voivodeship through the Employment Center

1,654
749
104 S8 25 17
|| —
Poland Ukraine Georgia Belarus Moldova Russia

Figure 8. Employment in the Warmia-Masuria province gained through the Employment Centre in 2020

Source: Information on the activities of employment agencies provided by the Marshal of the Warmia-Masuria province.

Temporary employment in the Warmia-Masuria province is also interesting to analyse. In 2019,
the employment authorities of the province concluded civil law agreements with representatives
from 12 foreign countries. Interestingly, the number of Poles hired temporarily was significantly
lower than the number of Ukrainians — 1,302 Poles and 2,444 Ukrainians (see Fig. 9).
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Figure 9. Temporary employment in the Warmia-Masuria province in 2019

Source: Information on the activities of employment agencies provided by the Marshal of the Warmia-Masuria province.

In addition, the Employment Centre of the Warmia-Masuria province analysed 418 contracts
for temporary employment of Ukrainians in 2019 to determine which professions were most repre-
sented (see Table 3).

Table 3. Professions chosen by those temporary employed in Warmia-Masuria province in 2019

Chosen profession Nump gr of

Ukrainians
Adjuster and operator of metalworking machines 1
Plasterer 1
Waiter 1
Welder 1
Installer of building structures 2
Contractor of construction works 3
Kitchen helper 3
Machine operator 4
Washing machine operator 5
Administration and development specialist 7
Locksmith 7
Office and hotel assistant and cleaner 9
Storekeeper 13
Operator of machines for the plastic production 28
Worker in another field 123
Butcher and fish processor 210

Source: Labour Office of the Warmia-Masuria province.

Among the employment agencies that helped Ukrainians the most to get a job in the province
in 2019 [see Fig. 10], the Ukrainian Services agency should be singled out. In 2019, this agency
hired 1,219 Ukrainians for temporary work, which amounts to nearly half of the 2,444 Ukrainians
temporarily employed through employment agencies.
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Employment of Ukrainians through employment agencies in 2019
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Figure 10. Employment of Ukrainians in the Warmia-Masuria province through employment agencies in 2019

Source: Information on the activities of employment agencies provided by the Marshal of the Warmia-Masuria province.

5.5. Legal status of Ukrainian migrants in the Warmia-Masuria province

During the first 10 months of 2020, 151 inspections were conducted on the legality of employ-
ment of foreigners in the Warmia-Masuria province. The local department of the border service re-
viewed the status of more than 4,200 workers from abroad and found more than a thousand people
working illegally. 90% of detected illegal workers were Ukrainians. However, it should be under-
stood that such a high figure reflects the large proportion of workers from Ukraine in the province.
Foreigners who work informally in Poland also include citizens of Azerbaijan, Bangladesh, Belarus,
Georgia, India, Indonesia, Moldova, Mongolia, Nepal, and Uzbekistan (Sered 2020).

From January to the beginning of June 2021, the legality of employment of 954 foreigners, most-
ly Ukrainians and Belarusians, was checked in the Warmia-Masuria province, and 91 violations
were revealed. A striking case was that of an employer who is an entrepreneur in the manufactur-
ing sector in Etk County and illegally employed 15 foreigners, including four Ukrainians (U.P.M.P
2021).

The most frequent centres of illegal labour in the Warmia-Masuria province are such counties as
Dziatldowo, ltawa, Ketrzyn, Nidzica, and Olecko. Polish companies that have headquarters in the
country’s largest cities send migrants to the region for illegal work. According to employees of the
State Traffic Inspection, workers, most of whom are Ukrainians, worked illegally, mainly in industrial
enterprises, as well as in the fields of construction and trade (Sered 2020).

In addition to employment offences, Ukrainian labour migrants commit other crimes, which,
although not critical, destabilise the situation in Poland itself and negatively affect the international
image of Ukraine. In general, the legal status of foreigners in Poland is regulated by the Law of 12
December 2003, which lays out the rules and conditions of entry of foreigners into the territory of
the state, transit through its territory, their stay and departure from Poland, and the competencies
of the authorities in these cases. According to Article 289, the police have the right to control the
legality of the stay of foreigners in Poland in case of reasonable suspicion, violation of public order,
or committing a crime (PolUkr 2014).

According to A. Jurkun, press secretary for the municipal police headquarters in Olsztyn, the
coronavirus pandemic led to the beginning of changes to legislation that provide for special solu-
tions for foreigners in Poland. The changes concern aspects of extending a foreigner’s stay, validity
of work, or validity of a residence card or temporary identity card.

In addition, A. Yurkun has noted that violations of the law by foreigners in Poland tend to be
incidental. Analysis of statistics for 2020 shows that the share of crimes committed in Olsztyn and
Olsztyn County by foreigners is insignificant. A total of 2,134 offences were detected within the
municipal police headquarters in Olsztyn, only 35 of which were committed by foreigners, which
accounts for a mere 1.6% of the total.

The largest number of offenders who are citizens of other states was recorded in 2018 — 44 peo-
ple [see Table 4]. Despite the fact that in 2019 and 2020 there were fewer violations by foreigners,
the general upward trend in the number of offences committed by foreigners in Poland should be
noted with reference to 2015 and 2016 levels.
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Table 4. Offences committed by foreigners in Olsztyn County in 2020

Year Number of foreign offenders
2015 15
2016 12
2017 18
2018 44
2019 33
2020 35

Source: Author’s tabulation based on information provided by the Municipal Police Headquarters in Olsztyn.

The means by which Ukrainian labour migrants secure employment in Poland are a work permit,
a seasonal work permit, and an employer declaration. According to recent statistics, Ukrainians
have received the most work permits in the Warmia-Masuria province. There were also the larg-
est number of Ukrainian temporary workers employed through the Employment Centre. As for the
diversity of professions chosen by Ukrainians, the traditional attitude that Ukrainians can work in
Poland only for those jobs that Poles themselves do not want to do is no longer relevant. Labour
migrants from Ukraine not only work as employees in various fields, but can also run their own
businesses. However, a significant number of labour migrants from Ukraine are working illegally in
Poland.

6. Modern challenges of labour migration from Ukraine to the Warmia-Masuria
province

Despite a number of advantages of Ukrainian labour migration to Poland and in particular, to the
Warmia-Masuria province, Ukrainian labour migrants face various challenges and problems, often
due to discriminatory treatment based on nationality.

To assess the currentintegration policy of Poland, we consider it appropriate to use the Integration
Policy Index (MIPEX), which is a consortium of European organisations led by the Migration Policy
Group and covers 52 countries. The MIPEX index is multidimensional, as it analyses integration
policy in eight directions: labour market mobility; family reunification; education; long-term stay;
participation in the political life of the country; obtaining citizenship; protection against discrimina-
tion, and health care.

Non-EU citizens have faced a number of obstacles in Poland. Thus, according to MIPEX for
2020, the country’s integration policy is estimated at 40 out of 100 points. Poland’s approach to
the integration of migrants MIPEX classifies as “equality on paper”. As in most Central and Eastern
European countries, immigrants in Poland enjoy some basic rights but do not have equal opportu-
nities. Official Warsaw still needs to invest in equal rights and equal opportunities for immigrants,
which are below the average in Poland compared to most MIPEX countries (MIPEX 2020).

Poland’s current policy encourages the public to perceive immigrants not as equals but as stran-
gers. Immigrants in Poland face many obstacles in several areas, mainly in the labour market,
education, health care, and political participation. Mobility in the Polish labour market is assessed
as partially unfavourable, as foreigners can get a job here and start a business, but they do not
have access to the support and benefits available to Polish citizens. Under such a restrictive policy,
the public experiences a higher level of xenophobia and a lower level of social trust, which leads to
fewer contacts and positive experiences with immigrants. Poland’s integration policy is rated below
the EU average (MIPEX 2020).

When considering the manifestations of discriminatory treatment of Ukrainian labour migrants
by Poland, it is necessary to investigate the problem of education. According to residents of Gérowo
ltaweckie, a city in Warmia-Masuria where a Ukrainian school operates, there is a problem with
the education of the children of labour migrants. After the beginning of the war in Ukraine, the flow
of labour migrants began to increase significantly. As a result, from 2015 to 2021, the number of
children of labour migrants and internally displaced persons seeking to study in Ukrainian schools
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in Poland increased. In general, these institutions contributed to the education of such children,
and the payment for accommodation in the dormitories was optimal for all. It should be noted that
in Ukrainian schools in Poland, it is mandatory to study Ukrainian language, literature, and history.

However, problems began to arise after the adoption of a law on the education of foreigners in
Poland in 2021, according to which school principals must treat students from national minorities
as Polish citizens. The Ministry of Education of Poland calculates subventions for the education of
students from national minorities, and principals, in turn, provide information on the number of such
students. However, the government’s new decision that students from Ukraine should be treated
as foreigners, not as representatives of national minority, has been paradoxical, as it led to the situ-
ation that they cannot study in Ukrainian schools in Poland and, consequently, cannot study their
native language, literature, and history. First is the matter of discrimination against Ukrainians on
the basis of nationality. Complicating the matter are demands from the Polish Ministry of Education
for the return of previous subventions allocated for the education of Ukrainians in schools.

Prior to the adoption of the new law, the school only had a positive impact on the development
and future of children of Ukrainian labour migrants. Parents had an economic motive to give seek
a good education for their children. Currently, the situation in schools remains controversial, as the
principal has no right to ask parents whether they want their children to study as minority citizens
or as foreigners. This problem is thought to have arisen with the appointment of the new Minister
of Education, a former provincial governor in Lublin who was not very sympathetic to Ukrainians.
Conversely, students of Polish schools in Ukraine do not suffer the same restrictions to study native
language and history as students of Ukrainian schools in Poland have.

An unpleasant challenge for Ukrainians in Poland was the spread of the thesis that infectious
diseases come to Poland from Ukraine. In 2018, 359 cases of measles were recorded in Poland.
At the beginning of 2018, the first outbreak of measles (6 people) took place at the factory in the
Warmia-Masuria province, it was revealed that the first two people to fall ill were natives of Ukraine.
In this context, the information portal “Sputnik Polska” noted the statements of local officials and
ordinary residents. The first believed that Ukrainians were responsible for the situation, while or-
dinary residents called for the deportation of sick Ukrainians back to their country of origin. It was
also emphasised that the treatment of sick Ukrainians should not be provided at the expense of
the Polish public purse. In addition, “Sputnik Polska” journalists inferred that the entire European
continent is at risk of diphtheria brought by workers from Ukraine (Lubicz Miszewski 2018).

Ukrainian workers sometimes face poor working conditions at factories in Warmia-Masuria. For
example, in 2017, more than thirty Ukrainians were held in inhumane conditions and forced to work
in food processing factories in Nowe Miasto County. Border guards observing these factories saw
that they were in operation, but suspiciously, no workers were leaving them. During the inspection,
it was determined that the Ukrainians were there in spartan conditions. It should be noted that
among the 48 identified, 35 did not have work permits or contracts, and two were staying in Poland
illegally (Monitor Info 2017).

One of the leaders of the Ukrainian minority in Warmia-Masuria shared stories about the prob-
lems that often arise for Ukrainian labour migrants on their way to the province. First of all, there are
cases when employers refuse to pay Ukrainians who work illegally. Our recounts being approached
by men who worked illegally on the roads. Their employer had not paid their salary for six months,
later promising to pay when they finished work and returned home. The employer failed to keep
his promise, leaving the 21 people with a total debt of approximately 26 thousand euros. The men
turned to our respondent for help, who, in turn, found a lawyer for them. In an unprecedented deci-
sion, the court sided with the labourers, ordering the owner of the enterprise to forfeit all the money,
despite the fact that the workers did not have official employment. However, having transferred all
the property to close relatives, the employer did not have money that could be collected, and it took
years before the issue was resolved.

The leader of the Ukrainian minority in the province considers it a challenge for labour migrants
to go through the lengthy bureaucratic procedure of obtaining official employment and a work per-
mit. According to the head of the Olsztyn branch of the Association of Ukrainians in Poland, the
work of Ukrainians is not properly valued, and Ukrainians themselves agree to lower wages than
a Polish citizen would receive. Unfortunately, our respondent also has emphasized that during his
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practice with Ukrainian labour migrants, accidents have occurred, some of them fatal. There are
also cases of blackmail and threats from the Polish population. For example, after a fight in which
a Ukrainian took part, he was threatened with reprisals against his family if he testified to the police.

The COVID-19 pandemic has also caused significant complications for labour migrants. These
problems were widespread and not limited to the Warmia-Masuria province. First of all, Ukrainians
faced the problem of sudden job loss. Therefore, those who had work permits but lost their jobs had
to obtain another work permit. Due to the spread of the coronavirus infection, the number of ap-
plications for permits increased, as did the waiting time to receive them, and many migrants have,
for a considerable time, lost the opportunity to work officially (Cope et al. 2021).

The processing of requests for a Polish residence permit took even longer. The declaration of
a public health emergency on 16 March 2021 caused the province offices to suspend the personal
reception of applicants, thus making it virtually impossible for people to access the offices. Although
the offices were to resume receiving clients by the end of May 2021, some of them did not resume
their work until the end of July. In addition, a significant complication for labour migrants was the
requirement of timely submission of certain additional documents, which were difficult to obtain due
to the work schedule of the institutions that issue them (Cope et al. 2021).

Due to the epidemic, changes in the legislation came into force on 2 May 2021, providing spe-
cial solutions for foreigners staying in Poland. Regulatory changes gave those seeking to stay in
Poland, as well as those prevented from leaving by measures against the spread of infection, the
opportunity to stay legally in Poland.

Terms for the following activities were extended until 30 days after the lifting of the epidemic
measures:

» the legal stay of foreigners in Poland, if such terms expired during the epidemic period;

« such documents as ‘karta pobytu’, temporary identity cards issued to foreigners, and “consent to
tolerant stay”, as well as documents issued for a specific period of time to EU citizens;

e submission of documents for legalisation of stay;

 validity of previously issued work permits, including seasonal permits, as well as applications

from employers for employment of a foreigner (Office for Foreigners 2020).

New provisions in the law allowed employers to change working conditions, in particular to re-
duce working hours or wages or send an employee to a remote work regime (Office for Foreigners
2020). Although such changes should have helped to reach a compromise between the worker and
the employer and maintain safe working conditions, this often led to the employer’s abuse of the
opportunity to change working conditions by significantly worsening them.

The pandemic had a particularly negative effect on the work of female labour migrants. First and
foremost, having lost their jobs, Ukrainian women were left without income and social security. It
is important that most migrant women are the main breadwinners in the family and support other
family members by sending money transfers to Ukraine, which became impossible after the loss of
their jobs. In addition, migrant women were often not paid their final wages, and landlords did not
make concessions (Cope et al. 2021).

Therefore, the labour migration of Ukrainians to the Warmia-Masuria province, as well as to
Poland in general, cannot be interpreted as an exclusively positive process. The presence of dis-
criminatory treatment, cases of severe working conditions, and the outbreak of the coronavirus
pandemic contribute negatively to the general picture of the employment situation of Ukrainians in
Warmia-Masuria.

7. Conclusions

Ukrainian labour migration to the Warmia-Masuria province presents a mixed picture. Low wag-
es and high unemployment in Ukraine, on the one hand, and the demand for labour and attractive
working conditions in neighbouring Poland, on the other, are key drivers of Ukrainian labour migra-
tion. It should be understood that close ties between countries, geographical location, and a certain
similarity between languages and cultures contribute to the choice of Ukrainian workers’ place of
migration.
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The Warmia-Masuria province, in turn, attracts Ukrainians both with the presence of enterprises
ready to employ Ukrainians and with the large Ukrainian minority in the region. Ukrainians make up
the largest share of foreigners working in the Warmia-Masuria province.

Indeed, Ukraine is leading in terms of issued work permits in Poland. In 2016, among foreigners,
82.8% of permits were issued to Ukrainians; by 2021, this indicator had decreased significantly,
but remained at the level of 68.5%. The Warmia-Masuria province issued the most permanent and
seasonal work permits in 2019 and 2020 to Ukrainians, and, Ukrainians also made up the largest
number of temporary employees to find work through the Employment Centre. While men from
Ukraine received more work permits than Ukrainian women, the situation with seasonal work per-
mits is reversed.

Despite the presence of a significant number of labour migrants from Ukraine in Warmia-
Masuria, the fact remains that the majority of Ukrainian migrants choose other provinces for em-
ployment. This is confirmed by statistics on the issuance of work permits. For example, in 2021, the
most permits for seasonal work were issued to Ukrainians in the Masovia province — 47% of the
total amount, while in the Warmia-Masuria province — only 0.78%. The largest number of general
work permits for Ukrainians was also issued in the Masovia province — 17%, at the same time the
number of issued work permits in Warmia-Masuria was 1.1 % (Employment 2022).

The nature of Ukrainian employment in Poland is changing dynamically, as Ukrainians choose
new professions, contribute to the most developed spheres of Polish society, and run their own
businesses. However, competition for employment remains an important factor. The bureaucracy
surrounding the issue of work permits or other relevant documents for a potential employee is fre-
quently cited as grounds for refusing employment. In this case, it is easier for the employer to hire
a Pole who does not need an additional work permit. However, such actions can also be consid-
ered discriminatory, as the selection was not based on the skills and competence of the applicant
(Bachanski 2022).

In 2020, inspections for the legality of employment of foreigners in the Warmia-Masuria prov-
ince revealed that 90% of informally employed workers were Ukrainians. Other types of offences
committed by Ukrainians in the province also come into play. These can have a negative effect on
Ukraine’s image abroad, which is formed in part from an assessment of the behaviour of its citizens.

Ukraine’s relations with the Warmia-Masuria province provide many prospects for cooperation,
which may further positively affect the working conditions of Ukrainian migrants in the province.
However, the prospects for improving the employment of Ukrainians in Warmi-Masuria can not be
interpreted unambiguously for Ukraine, as migration is not only a “brain drain”, but the non-return of
citizens to their home country changes the demographic situation, involves family separation, and
heightens socio-economic tensions.

Important trends in the labour migration of foreigners to Poland can be traced on the basis of
a survey of 332 out of 361 district labour services in Poland. 70% of respondents consider the
impact of foreigners on the labour market to be quite positive, 27.7% of respondents consider it
neutral, and 2.2% consider it rather negative.

Only 0.6% of respondents considered the assignment of work to foreigners to lead to the high-
intensity displacement of Polish workers from the labour market, while 24.6% assess the intensity
as medium or low, and 74.8% did not observe such a phenomenon. Asked whether the main motive
for employers to hire foreigners is the opportunity to offer worse working conditions that domestic
workers would not accept, 36.8% of respondents rather agreed, 35.7% rather disagreed; 7.2%
completely agreed with this statement, and 7.9% of departments surveyed did not agree at all.

This leads to the conclusion that migrants in Poland have a mostly positive impact on the local
labour market, and that issuing work permits to foreigners has almost no effect on the displace-
ment of Polish workers from the labour market. However, Polish employers often use foreigners as
cheap labour (Employment 2022).

Taking into account the consequences, both positive and negative, of the labour migration of
Ukrainians to Poland, and in particular to the Warmia-Masuria province, it is worth noting optimistic,
pessimistic, and realistic assessments of the potential development of the situation. An optimistic
scenario predicts the stabilisation of the Ukrainian economy and the improvement of the labour
situation in Poland, which will reduce the volume of labour migration from Ukraine. The pessimistic
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scenario includes significant weakening of Ukraine’s economic development, which will tend to
increase migration and make seasonal migration more long-term. Before the start of the full-scale
military incursion of the Russian Federation into Ukraine, a realistic scenario predicted that eco-
nomic indicators in Ukraine would show no significant change. However, evaluating the current
situation with decline in the domestic economy by a third and increase in migration flows, it can be
considered that the pessimistic scenario has come true, mostly due to the full-scale war in Ukraine.
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Introduction

The new challenges and threats created by the Russian—Ukrainian war have destabilised the
socioeconomic system of Ukraine, decreased the effectiveness of its economic processes, limited
the competitiveness of internal production and economic complexes, and strengthened the ad-
verse conditions of transformations in the field of socioeconomic relations. Creating socioeconomic
stabilisation for the oblasts of the Carpathian region of Ukraine is a fundamental prerequisite not
only to guarantee the appropriate quality of life of the population but also to minimise the conflict in
society, reduce social tensions, and increase citizens’ level of satisfaction.

The economic, social, political, and military turbulence that Ukraine is currently experiencing
due to the war with the Russian Federation has slowed the country’s development and led to the
socioeconomic regression of certain regions, creating an existential challenge for the country. The
key economic factors in restoring socioeconomic development and economic stability are the pres-
ervation and effective realisation of the potential of the entrepreneurial sector, as well as the capi-
talisation of the factors of production. Ukraine’s economic progress requires the effective migration
of businesses and their production equipment and other capacities to safer regions. The relocation
of elements of the economic system serves as a tool for preserving business activity and creativity
and accumulating and commercialising new technologies. According to a study by the Advanter
Group (11-13 March 2022), due to the war, 54% of enterprises completely ceased operations in
Ukraine, 25% almost stopped their activities, 21% relocated (2% completely, 12% partially, 7% in
the process), and 31% of enterprises did not have time to relocate (Econ.T 2022).
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The absence or further decline in business activity in the country will lead to the stagnation of
national and regional economies. Since the entrepreneurial sector is a catalyst for the intensifica-
tion of industrialisation processes, economic innovation, and technological progress, a priority for
the economic policy must be developing an instrument to mitigate the threats and risks to national
and regional economic security and preserving and developing business potential and industrial
capital.

Business migration to the Carpathian region of Ukraine has an ambiguous impact on the social
and economic development of the territory, leading the researchers to formulate the following hy-
potheses:

H1: Business migration allows for preserving the entrepreneurial potential of the territory, region,
and country, thus ensuring economic recovery through the restoration of budget sustainability.

H2: Business migration leads to a significant loss of resources (financial, intellectual, innovative,
and technological) in regional business donor economies.

The purpose of the article is to argue for the need to improve the tools of state support for local
businesses and relocated elements of the economic system to preserve and develop the potential
of the country’s entrepreneurial sector.

1. Literature review

1.1. Social and economic environment of business migration regulation.

The increasingly negative demographic, social, and economic consequences of internation-
al migration in wartime present a challenge to the development of Ukraine’s economic system.
However, migration also performs the so-called market-adaptation function when, given a surplus
in the labour market, low income and wages, and other conditions, it allows a migrant person to
provide themselves and their family with the necessary earnings (Rahman 2013; Mulska et al.
2020; Boiko et al. 2021). In this context, immigration can be seen as a natural result of economic
relations or corruption. Several studies have shown that migration during periods of economic de-
velopment has numerous positive effects, such as balancing the structural characteristics of the
employment sector; increasing the knowledge, professional qualifications, and specialised skills of
the employee; and generally increasing intellectual and human resource capital, thereby improving
financial and resource opportunities for further development (Goémez and Girdldez 2017; Hear et
al. 2017; Katsarski 2019). Therefore, the managed migration process is favourable to the wartime
economy concerning the country and its territories; the system of cross-border, interregional and
international relations; and finally, Ukraine’s European integration.

The impact of business migration to the Carpathian region is ambiguous among the determi-
nants of socioeconomic stabilisation. On the one hand, these processes save businesses and
jobs. On the other hand, the critical risks of the processes include a significant loss of resources
(financial, intellectual, human (Licke and Saha, 2019), innovative, and technological (An et al.,
2014; Mulska et al., 2020)) in the regional economy from which the business migrates. The tools of
state support for local businesses and relocated elements of the economic system must be intensi-
fied and improved in the face of the existential challenges today (An, Kang and Lee 2014; Cifranic
2016; Vasyltsiv et al. 2022) to preserve and develop the potential of the entrepreneurial sector,
restore economic growth and security to the country and its territories, and capitalise on factors of
production and innovative progress.

Today, international business migration is becoming a new trend in the migration processes of
Ukraine, and it has two forms. The first, ‘classic’ form refers to an entity removing its registration
in Ukraine and registering as an economic agent as a resident of another state or as a new enter-
prise abroad and transferring some of its capital there (Brouwer et al. 2004; Cohen and Morrison
2005). The second, ‘hidden’ form of business migration refers to when a migrant person starts their
own business in another country, either immediately or over time, after working as a hired worker
(Collings et al. 2007; Hemmasi et al. 2010; Balbontin and Hensher 2019).

Poland currently has the highest number of labour migrants from Ukraine and almost the high-
est rate of economic growth among the EU countries — according to expert estimates, the country
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will become one of the 20 largest economies in the world by 2030. Poland’s clear and transparent
legislation, judicial system, and moderate level of tax burden significantly incentivise business mi-
gration from Ukraine to Poland (Levytska et al. 2022; Mulska et al. 2022). However, other countries,
such as the Czech Republic, Germany, Hungary, Romania, and Great Britain et. are also adopting
similar policies, which threaten to draw more businesses out of Ukraine.

For Ukraine, these trends are critically threatening. Individuals capable of entrepreneurship are
skilled at overcoming difficulties, creating new jobs, and generating innovative ideas and solutions.
Thus, along with business migration, there is also the movement of capital and other assets, among
which intangible elements such as intellectual property are given special priority. The result of mi-
grating innovation activity reduces the innovative and technological competitiveness of the national
economy.

Business migration abroad also means that specific entrepreneurial skills, experience in organ-
ising and doing business, business technologies, and connections and relationships are leaving the
country. Ukrainian businesses abroad become centres for attracting Ukrainian business partners,
market infrastructure actors, employees, and families. Educational emigration is also stimulated,
as businesses often want the Ukrainian employee to be prepared and immediately adapted to the
realities of the country where the business is registered and functioning.

2.2. Organisational and economic policy of Ukraine to support businesses during the war.

Since the beginning of the war war, central and regional governments have implemented sev-
eral measures to stabilise the activities of the entrepreneurial sector in Ukraine, provide organisa-
tional and financial support for relocated businesses, and reduce current and potential risks and
threats. These measures include:

(1) Regulating the free transportation of the property of business enterprises, institutions, and or-
ganisations (Resolution CMU 2022b);

(2) Providing a plan of urgent measures to move, if necessary, the production capacities of busi-
ness entities from the territories where hostilities are taking place or where there is a threat of
hostilities (Resolution CMU 2022a);

(3) Developing the Ministry of Economy’s programme for the relocation of enterprises, which pro-
vides for the provision of a package of state support for the selection of a location and trans-
portation to the new location;

(4) Assisting in the resettlement of employees and the search for new employees, as well as the
restoration of logistics, the purchase of raw materials, and the search for markets (MEU 2022).

At the initiative of the government, other informational and organisational measures have been
taken to support and provide for the functioning of relocated businesses in Ukraine. In particular,
information platforms for business relocation assistance have been developed at the central level.
The main tasks of these platforms are to ensure a quick process of finding a location for the re-
sumption of business; establish direct contacts between territorial communities and businesses
ready for relocation; provide a free platform for supporting business relocation, which is intended
for both businesses that have applied for relocation and for enterprises that intend to help others
with relocation; and provide Telegram channels to monitor the needs of relocated businesses and
businesses in the process of relocation, as well as chatbots for communication between regional
authorities and relocated enterprises.

In addition, the Ukrainian Cabinet of Ministers has developed a new tax model for wartime busi-
ness. The main elements of the tax model are:

(1) Lending to enterprises under the programme ‘5-7-9%’ in the amount of up to UAH 60 million at
0% interest during martial law;

(2) A simplified taxation system: for large businesses, it is possible to pay only a single tax, pro-
vided that the annual turnover of the enterprise/company does not exceed UAH 10 billion.
For individual entrepreneurs of groups | and Il, a single tax is voluntary (if there is no income
during wartime, individual entrepreneurs may also not pay single social contribution (SSC)).
Furthermore, individual entrepreneurs of groups Il and Il do not need to pay SSC for mobilised
workers — it will be paid at the expense of the state budget;
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(3) Reduction of VAT on fuel from 20% to 7% (in particular, on its import), as well as the abolition
of excise taxes on petroleum products;
(4) Increase in rent for mining (IFin 2022).

3. Methodology

The article uses a set of general scientific methods and techniques, such as theoretical and
logical generalisation, to identify the latest determinants of the state regulation of business devel-
opment and the need to preserve entrepreneurial capital. It takes a systematic approach to study
the development of state and regional business support in wartime, the conceptual foundations of
business migration management processes, the development of strategic directions for implement-
ing state and regional business migration policies, and the economic mechanisms for regulating
business migration.

Structural-logical and semantic analyses are used to investigate the developmental environ-
ment for relocated businesses, and grouping is used to identify the risks and threats that business
migration post to the national economy, the economic system of the Carpathian region, the internal
consumer market, and business entities. In addition, the article adopts methods of analysis and
synthesis to generalize the tools that can be used to manage business relocation processes.

Statistical analysis enables the researchers to analyse the current state, trends, and structural
changes in international and internal business migration, and cluster analysis is used to assess the
characteristics of regional economies as a determinant of business attractiveness for relocation.
Finally, strategic management justifies institutional support for the regulation of internal and inter-
national business migration.

The study’s sources are the laws of Ukraine, decrees of the President of Ukraine, resolutions
of the Cabinet of Ministers of Ukraine, normative legal acts of the Ministry of Economy of Ukraine,
statistical materials of the State Statistics Service of Ukraine, analytical materials of internal and
international economic organisations, and publications of internal and international experts. The
outlined trends in business migration are highlighted based on expert and statistical data from the
time period between 24 February and 20 April 2022.

4. Results

The problem of providing relocation to safe regions of Ukraine or other countries has become
acute for business entities that find themselves in hot zones where active hostilities are expected,
to preserve business activities and provide conditions conducive to development. As of 16 April
2022, the Ukrainian Ministry of Economy received 1,630 applications for relocation from enter-
prises (Fig. 1a, b). About 400 enterprises were relocated, over 200 of which resumed work in a new
place (MEU 2022). Strategic enterprises and companies that produce essential goods, as well as
enterprises that were able to independently dismantle and transport their capacities, received prior-
ity for financial and organisational support from the state.

The Carpathian region of Ukraine has become the main economic hub for relocated businesses
(Fig. 2) because it has a higher level of wartime economic security compared to other regions, high
export potential, opportunities for the restoration and growth of foreign trade with the EU countries,
and an employment-surplus regional labour market which can provide jobs and reduce the cost
of production. Thus, in the Lvivska oblast (20 April 2022), 400 applications for business relocation
were processed, of which 93 units of various sectors of the economy (mechanical engineering,
food, woodworking, light, and chemical industries) successfully carried out relocation, preserving
more than 600 jobs (LODA 2022).

In the Lvivska oblast, a programme was developed to support relocated businesses by provid-
ing irrevocable financial assistance in the amount of UAH 100,000 when registering an enterprise
within the region and more than an additional UAH 100,000 subject to the creation of 20 jobs.
The programme provides compensation for connection to the power grid (UAH 750,000 per enter-
prise), as well as two vouchers for marketing services (UAH 50,000) and product certification (UAH
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a) The 10 biggest industries that applied for business relocation in Ukraine by the number of relocated enterprises

B micro (1-10 people)
= small (11-50 people)
B medium (51-250)
large (251 people and more)

B no data

b) Structural distribution of applications for business relocation by enterprise size and number of jobs, shown by percentage

Figure 1. Business relocation applications: Industry scale (units) and structural distribution (%), 2 April 2022

Source: Systematised based on the data from MEU (2022).

80,000) (Business 2022b). Thus, the Lvivska oblast has every opportunity to become the largest
industrial hub in the country.

Furthermore, the Lvivska oblast has become the main point of relocation not only for production
enterprises but also for high-tech companies. Before the war, Lviv was the third-largest IT capital
of Ukraine after Kyiv and Kharkiv, with about 30,000 people working in IT in Lviv. The number of
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Ukraine (units), 6 April 2022
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IT specialists in Lviv reached 70,000-100,000 during the war (6 April 2022) (UNIAN 2022). The
number of IT companies in the Lviv cluster has increased by 40 units since the beginning of the
war in the country.

Eighty-one units were relocated to the Zakarpatska oblast (Uzhhorod, Mukachevo and Beregovo)
(15 April 2022); of them, 54 enterprises are already functioning, and 27 are in the process of place-
ment (13 April 2022) (Business 2022b). These are companies from the IT, medical, agro-industrial,
light, and pharmaceutical industries. The oblast does not consider applications for the relocation
of businesses whose activities are harmful to the environment or create risks for the tourism and
recreational industry (Business 2022a).

About 100 enterprises (6 April 2022) applied for relocation to the lvano-Frankivska oblast. AlImost
20 of these units moved their production facilities from territories where active hostilities continue
(Zhasminova 2022). Light and forest industry enterprises (in particular, furniture and modular hous-
es), as well as companies from the creative industry, have relocated to the region.

In the Chernivetska oblast, the relocated business are industry-specific. These are enterprises
that specialise in manufacturing non-ferrous metals, electric motors, chemical reagents, and main-
tenance of special equipment, as well as wholesale and IT enterprises. Forty enterprises have
been relocated (6 April 2022), and 20 have launched production facilities (Social 2022).

Before the outbreak of hostilities in Ukraine, there was a trend toward both clear and hidden
business migration abroad. The main reasons for the increase in business migration were Ukraine’s
socioeconomic conditions, which were mostly unfavourable in comparison with the EU countries,
its high tax burden, and the low level of investment attractiveness in the territories and sectors of
the economy. It is noteworthy that at the beginning of 2022, there were 21,800 companies with
Ukrainian capital in Poland, which was 2.5 times more than German enterprises and 5 times more
than Dutch enterprises. The war and, consequently, problems with logistics and the shortage of raw
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materials, led to the intensification and spread of various forms of business migration from Ukraine
to Poland. Since the beginning of the war, 5% of businesses (enterprises of the creative, IT, and
light industries) have migrated abroad (Liga Business 2022).

International business migration (evacuation) has the greatest impact on the entrepreneurial
sector of the national economy. The entrepreneurial sector’s degree of influence depends on both
the volume of business migration abroad and the quality characteristics of the relocated busi-
nesses. The departure of highly qualified specialists, subjects of strategic sectors of the economy,
enterprises with unique resources, technological potential, and so on will negatively impact the
national and regional economies, making it impossible to create economic stability and realise the
potential of the entrepreneurial sector.

International business migration will likely increase due to the indefinite end of the war, the
weakening of the country’s economic security, the damage to logistics chains, and the lack of eco-
nomic opportunities for the entrepreneurial sector. Damaging aspects of doing business in Ukraine
contribute to the market for business migration, including the relocation of businesses to the EU
countries. The development of audit and advisory networks will contribute to business migration out
of Ukraine and increase the country’s risk of losing entrepreneurial capital.

Business in wartime Ukraine operates under conditions of complete uncertainty, complex se-
curity risks, and socioeconomic unpredictability and turbulence. In such a situation, it is critically
important to ensure that businesses are properly prepared to respond to emergencies and that
authorities implement adaptive measures to reduce the level of elasticity in numerous factors, in-
cluding the military threat on the north-eastern, eastern, and southern borders of the state and the
systemic crisis and stagnation of the economy.

5. Discussion

During the Russian—Ukrainian war and martial law in Ukraine, internal and international busi-
ness migration generates distinct threats to the Ukrainian economic system and regional econo-
mies, including the oblasts of the Carpathian region of Ukraine, the internal consumer market, and
business entities.

The most significant threats to the Ukrainian economic system are the reduction of business
activity, the declining GDP of the country, and the limiting or non-existent tax revenues to local
budgets. In one month of the war, the total direct losses of small and medium-sized businesses
in Ukraine reached 80 billion USD. In the first quarter of 2022, Ukraine’s GDP fell by 16% (Guba
2022), and the forecast estimate of Ukraine’s GDP contraction in 2022 is 21% (Forbes 2022).

The other threats to the national economy are:

(1) Inefficient infrastructure with high resource and energy consumption required for production,
excessive development of raw materials industries, low level of innovation, detachment of the
financial sector from the real economy, and inefficient functioning of sectors that provide social
development;

(2) Lack of innovative and technological development in industrial enterprises, deterioration of the
scientific and technical potential of industry, and reduction of the share of high-tech industries
due to large-scale migration of capital and labour;

(3) Deepening disparities between consumer spending and economic investment, and structural
imbalances in the development of the internal consumer market;

(4) Significant loss of financial, intellectual, and human resource support for the development of
Ukraine, reduction of export potential, and continuous transformation of the geography of in-
dustrial enterprises’ export processes.

An enormous threat that business migration poses to regional economies, including the oblasts
of the Carpathian region, is increasing the financial burden on local budgets related to financing
the support and development programmes for relocated businesses in the region. This may lead
to a significant deficit of resource support for the economic development of the regions; asynchro-
nous territorial development due to the uneven allocation of relocated businesses; the replacement
of high-tech production with low-tech; and increasing the cost of production due to the lack of re-
gional programmes for cooperation between industry and scientific and technological institutions.
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In addition, regional economics may experience low efficiency in technological parks and business
incubators. Furthermore, against the background of state support for relocated and local enter-
prises prioritising jobs for internally displaced people, there is a risk of deepening the structural
and sectoral disparities of regional labour markets due to the growing unemployment rate among
the local population. Another significant risk for regional economies in wartime is the worsening of
budget imbalances among regions (creating tensions in the budget and tax sphere) due to the high
probability of relocated businesses having low participation in value chains, as well as the risk of
reverse business relocation.

Concerning the internal consumer market, business relocation in Ukraine may pose the follow-
ing risks:

(1) Prolonged growth of the overall level of prices for consumer goods, including food, raw mate-
rials, and suppliers’ goods, and a decrease in purchasing power, which will lead to structural
deformations in the internal consumer market;

(2) Reducing the diversification of product supply structures, thereby failing to meet the growing
demand and requirements of consumers for the quality and range of products.

Several risks pertain directly to business entities, namely:

(1) Loss of competitive advantages due to the lack of an adaptive marketing strategy, limited in-
formation about the local market, and temporary innovation and market lag compared to local
competitors;

(2) Increased risk of bankruptcy, lack of high capital turnover, and problems with recruitment.

6. Summary and concluding remarks

The uncontrolled spread of business migration within Ukraine and from Ukraine to EU countries,
as well as the non-optimal organisational and economic mechanisms for supporting relocated and
local businesses in wartime conditions, negatively impacts the stability of the social and economic
system of Ukraine. Business migration to the Carpathian region has increased due to factors such
as the indefinite end of the war, the weakening of economic security in Ukraine as a whole and in
those regions where active hostilities are taking place, damage to logistics chains, and the lack
of economic opportunities for the entrepreneurial sector. Sectoral differences have been identi-
fied among relocated businesses in the oblasts of the Carpathian region: the Zakarpatska oblast
hosts companies from the agro-industrial complex, service sector, and IT sphere; the Chernivetska
oblast contains companies working on non-ferrous metallurgy, electronics, wholesale trade, and
IT; the Lvivska oblast is popular among food, light, chemical, woodworking, construction, and IT
companies; and many companies from the light, forest, and creative industries have migrated to
the Ivano-Frankivska oblast.

To neutralise the threats of business migration to the oblasts of the Carpathian region of Ukraine,
it is necessary to form and implement appropriate organisational, financial, and economic meas-
ures to preserve and develop entrepreneurial capital during the Russian—Ukrainian war. Such
measures would support the social and economic stability of the country and its regions and equal-
ise spatial-structural and social disparities. Measures of mitigating threats to relocated businesses
and minimising the risks of destabilising the social and economic system of the regions can be
categorised into three modes. The first mode, hibernation mode, includes implementing resource
mobilisation and a partnership model of doing business, providing financial and organisational sup-
port to export-oriented businesses, and granting permission to foreign entities and individuals to
invest in military bonds, the digitalisation of business processes, and so on.

The measures of the second mode, business migration mode, include simplifying the procedure
for obtaining budget support for a relocated business, providing various forms of assistance to relo-
cated enterprises, reducing the cost or delaying payment for renting warehouses for relocated busi-
nesses, and creating industrial clusters in the region. The final mode, business evacuation mode,
contains measures such as applying modern business technologies, innovations, and intellectual
property; developing cooperation practices for small and large relocated businesses abroad; and
involving the Ukrainian diaspora in organisational and financial assistance to relocated businesses.
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Recommendations

Regional policies regarding the development of relocated businesses and the mitigation of rel-
evant threats must prioritise supporting industries and individual enterprises in the following ar-
eas: high-tech business, which is capable of providing innovative development of the economy as
a whole as well as progressive energy-efficient technological equipment; industries whose prod-
ucts will directly contribute to the development of the internal market and import substitution; in-
tegrating the regions of the country; solving the problems of depressed territories; and supporting
cross-regional cooperation.

Measures to neutralise the threats to business activity in Ukraine and to business migration to
the oblasts of the Carpathian region should be identified according to three business response
modes, which correlate to the changing level of threats and critical risks in war conditions. These
three modes are hibernation, relocation, and evacuation (Table 1).

Table 1. Toolkit for supporting business activity in wartime

Modes The main measures

Hibernation Implement resource mobilization and the partnership model of doing business

Provide financial and organizational assistance to export-oriented businesses

Conduct work to obtain financial assistance from international institutions

Maximally digitalize business processes and use electronic services

Strengthen bilateral cooperation with EU countries in terms of a temporary simplification of customs
and licensing procedures

Relocation Simplify the procedure for obtaining budget support for relocated businesses

Expand forms of regional order for the goods and services of relocated enterprises without complex
long-term contracts

Provide various forms of assistance to relocated enterprises

Reduce the cost or delay payment for relocated businesses renting warehouses

Create industrial clusters in the region

Provide tax holidays for enterprises of radio engineering, the electronic industry, and mechanical
engineering

Evacuation Improve business conditions in Ukraine in general

Apply modern progressive business technologies, innovations, and intellectual property

Create specialized grant programmes and projects to activate the system of communications with
relocated businesses abroad

Develop cooperation practices for small and large relocated businesses abroad

Develop platforms for finding international projects for relocated Ukrainian enterprises

Source: own elaboration.

To preserve entrepreneurial capital and the pace of business activity in wartime Ukraine, the key
measures of central and regional governments are those that can be effective in hibernation mode,
that is, the temporary provision of a significant part or all of business operations. These measures
include:

(1) Implementing resource mobilisation and the partnership model of doing business, according to
which units become partners of the state in the process of providing for the needs of the popu-
lation and simultaneously increasing the mobility of business processes and the adaptability
of organisational and entrepreneurial structures. The most successful practice is based on the
model of public—private partnership, which involves businesses in targeted projects to stabilise
the economy and restore social infrastructure;

(2) Providing financial and organisational assistance to export-oriented businesses. The main
task of these businesses in wartime is to increase export volumes to increase foreign ex-
change earnings to the regions of Ukraine. Preserving the geography of exports by simplifying
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export-import procedures should be a priority since the result of investments in this direction

provides potential financial resources. Key measures to this end are:

a) Restoring transport and logistics infrastructure (roads, warehouses, points of registration of
goods);

b) Creating reserve routes, particularly reorienting part of the goods flow from sea to land.

(3) Conducting work to obtain financial assistance from international institutions and allowing for-
eign legal entities and individuals to invest in military bonds;

(4) Maximally digitalise business processes and use electronic services;

(5) Strengthen bilateral cooperation with EU countries in terms of a temporary simplification of
customs and licensing procedures.

An important task for state authorities is to develop adaptive triggers that can affect the process
of business development in the oblasts of the Carpathian region (relocation mode). For the relocat-
ed business, it is necessary to implement organisational, institutional, financial, and informational
measures to support the business’s adaptation and development. Such measures include:

(1) Simplifying the procedure for obtaining budget support for relocated businesses, especially in-
troducing a single window for budget assistance to be obtained by relocated enterprises, which
will be financed through government-targeted military bonds or a special fund of international
assistance for the restoration of the country;

(2) Expanding forms of state (as well as regional and local) order for the goods and services of
relocated enterprises without complex long-term contracts;

(3) Providing various forms of assistance to relocated enterprises, such as irrevocable financial
assistance to production enterprises from local budgets, provided that new jobs are created,;
voucher support for micro and small businesses; and financing the cost of purchasing equip-
ment for the light, food, and machine-building industries;

(4) Reducing the cost or delaying payment for relocated businesses renting warehouses;

(5) Creating industrial clusters in the region, which will increase economic efficiency and labour
productivity and profitability, as well as facilitate the access of production units to highly skilled
labour, services of financial and credit and trade organisations, and infrastructure and scientific
and educational resources;

(6) Provide tax holidays to enterprises of radio engineering and the electronic industry, as well
as mechanical engineering (railway, aviation). Such an initiative will strengthen the industrial
potential of the region, effectively capitalise on production factors, and create high competitive-
ness. In a few years, the active relocation of industrial enterprises to the western regions of
Ukraine will transform the geography of the country’s industrial potential.

The business evacuation mode (relocation from the territory of Ukraine to another country) is the
most dangerous for the economy of the country and the region, as it increases the migration poten-
tial of the region and the country, leaching it of intellectual, human, and entrepreneurial resources.
By contrast, business re-immigration to Ukraine, the replacement of business migration abroad
with business migration to safer regions of Ukraine, and the accumulation of migration capital en-
courage the development of a hibernation regime.

The key government initiatives in the sphere of business relocation abroad should be:

(1) Improving business conditions in Ukraine in general and in its regions. First, some compo-
nents of the business environment of Ukraine require improvement; these components include
international trade, insolvency problems, the taxation system, the execution of contracts, and
connection to digital international networks. It is noteworthy that EU countries have been found
to have the best conditions in the world for foreign trade activities (World Bank 2020). The busi-
ness environment of Ukraine and the Carpathian region requires the implementation of certain
measures to improve its ability to neutralise threats against raiding, corruption, political lobby-
ing, pressure from controlling structures, and the monopolisation of regional economies;

(2) Applying modern progressive business technologies, innovations, and intellectual property;

(3) Forming specialised grant programmes and projects to activate the system of communications
with relocated businesses abroad and create reverse flows of relocated businesses;

(4) Developing cooperation practices for small and large relocated businesses abroad as well as
enterprises that remain in Ukraine, which will reduce the risks of production and sales opera-
tions for business units in the region and provide new directions of development;



Studia Regionalne i Lokalne 2023 « Special Issue on Ukraine 35

(5) Develop platforms for finding international projects for relocated Ukrainian enterprises, which
will contribute to creating a partnership environment between Ukrainian and foreign companies
and providing working projects for relocated businesses in the IT sector, creative industry, en-
gineering, and consulting;

(6) Involve the Ukrainian diaspora in organisational and financial assistance to relocated busi-
nesses.

The proposed toolkit for supporting business activity in wartime and levelling the threats of units’
migration to the oblasts of the Carpathian region of Ukraine in the projection of three modes will
eliminate the outlined intimidations to relocated business and minimise risks in the projection of so-
cio-economic development of Ukraine in general and the Carpathian region in particular. Therefore,
further research will be the development of a regional programme to support relocated business
for the development of the entrepreneurial sector and ensure the economic stability of the territory.
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Abstract

Current glocalisation processes require the identification of priority areas for Ukraine’s further integration into the
international economy. The right choice of direction, tools and forms of implementation allows the government to
determine, justify and implement a competitive strategy for the country. The study aimed to determine the relation-
ship between international economic integration and Ukraine’s global competitive power. Identifying Ukraine’s sec-
toral comparative advantages in trade with the EU and evaluating the index of the regional orientation of Ukraine
for specific groups of goods and services made it possible to define the effects of economic collaboration with the
European region. The assessment of the complementarity index of Ukrainian—European trade relations revealed
that Ukraine and the European Union are main trading partners. Furthermore, the analysis of the mechanism of the
Association Agreement between Ukraine and the European Union proved that the agreement actively contributes
to the growth of Ukraine’s global competitive power. Comparative analysis in historical retrospect revealed priority
areas for improving the integration processes which help to form the main competitive advantages of the country.

Keywords

integration, collaboration, competitive advantages, liberalisation, international trade, association

Introduction

Independent Ukraine has become a member of many integration associations, which have influ-
enced the formation of its global competitive power in various ways. The WTO has enumerated 18
free trade zones in which Ukraine participated in 2020. These international integration associations
(IIA) cover 45 countries of the world and concern the trading of goods, services and other aspects
of mutual regulation between countries. However, most of these IlIAs are anaemic and do not af-
fect Ukraine’s global competitive power. Furthermore, almost all agreements including Russia and
Belarus are not currently implemented due to the war. Since the European Council granted Ukraine
the status of a candidate for the European Union in June 2022 at the summit in Brussels, the course
of European integration has become not only a generally recognized direction of the further devel-
opment of Ukraine but also a strong motivator for Ukrainian people, business and economy.
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Since 2014, the strategic course of Ukraine’s socioeconomic and political transformations
has been very closely linked to the idea of European integration. In particular, the Association
Agreement (AA) with the EU has become a key mechanism for determining the pace and direction
of Ukrainian reforms and mechanisms for global competitiveness.

European integration is recognised as a priority area of the strategic development of Ukraine.
In this aspect, it is essential to assess the attractiveness of European markets and the level of
prospects for cooperation between Ukraine and the EU. The leadership of this regional market is
mainly based on a high level of commodity diversification of exports and imports, as well as a low
concentration of foreign trade flows, which reduces the risks of foreign economic activity associated
with change. It should be noted that the dynamic compaosition of such an analysis will also indicate
the high prospects of European markets.

The study of prospects for cooperation with the EU should be carried out by analysing not only
the total volume of trade flows but also their structures. An important area of study for Ukraine’s
cooperation with European companies is the possibility of Ukraine’s in-depth integration into com-
plex technological chains of manufacturing both raw materials and products. This fact is indicated
by current changes such as the increase in the general objects of production, provisions, and the
progressive structure of the economy.

Literature review

When studying the economic and trade effects of Ukraine’s participation in the processes of
international economic integration and disintegration, it is essential to consider the scientific com-
munity’s work and separate the transformation of Ukraine’s global competitive power from its par-
ticipation in l1lAs. There is no clear consensus in the international academic literature on whether
integration leads to an increase or decrease in the global competitive power of a participating
country. However, the interdependence of these processes is evident.

The development of international economic integration and disintegration processes signifi-
cantly affects the distribution of competitive power in the world economy. It should be noted that
the unification of countries into interstate integration groups results from the countries’ desire to
increase their joint global economic and competitive power; thus, a country’s global competitive
power and international economic integration are interrelated processes. For example, Palinchak,
Zayats and Bokoch (2020) have noted that the member states of the same international integration
group receive different economic and trade effects from the union. Whether a country will benefit
from becoming part of the integration process is studied quite closely.

Most studies focus on the participation of countries in lIAs. However, the literature on the impact
of Ukraine’s involvement in international integration on its global competitive power is less consist-
ent. Given that the AA with the EU is a crucial mechanism that determines the pace and direction of
Ukrainian reforms and the EU is Ukraine’s leading trading partner, it is essential to study the impact
of Ukraine’s membership in international integration on its global competitive power.

Numerous studies have investigated the EU states and their level of global competitiveness. For
example, Paola Annoni and Lewis Dijkstra (2019) studied the spatial variations of the regional global
competitive power of the EU compared to the average international integration union. Lucia Bolea,
Rosa Duarte, Geoffrey J. D. Hewings and Julio Sanchez-Choiz (2021) predicted scenarios for the
development of disintegration in the EU. Marcin Szczepanski (2019) analysed European competi-
tion policy, covering all trade and competition relations forms. Amanda Alves, Eric Brousseau and
Timothy Yu-CheongYeung (2021) explored the interaction between the institutions of the EU and
the member states. lvan Arribas, Sami Bensassi and Emili Tortosa-Ausina (2020) quantified the
processes of strengthening or hindering global trade through regional trade agreements, and Son
Thanh Nguyen and Yanrui Wu (2021) identified network trading models. Eleonora Cutrini (2019)
empirically studied the evolution of spatial differences between the member states of the EU and
highlighted the growing polarisation in recent years. Cutrini concluded that a strong production
base and high-productivity specialisation are key explanatory variables for differentiated paths of
economic development and, as a result, increased EU competitiveness. Jan in ,t Veld (2019) exam-
ined the macroeconomic benefits of the EU single market by simulating a scenario where tariffs and
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non-tariff barriers are reintroduced and determined that such a scenario would significantly reduce
intra-regional trade. Less open trade means a reduction in the size of the market and a weakening
of competition and, consequently, competitiveness.

Linda Glawe and Helmut Wagner (2021) examined whether a member state of the EU is on the
path of high or low institutional growth. Based on the method of synthetic control, Nauro Campos,
Fabrizio Coricelli and Luigi Moretti (2019) identified the effects of growth from EU membership and
proved that the EU membership significantly and positively impacts global competitiveness, except
for the case of Greece. Olena Zayats (2020) identified the competitive power of [IAs and calcu-
lated the EU’s competitiveness index. Lavinia-Maria Cernescu, Claudia Bitea and Luisa lzabel
Dungan (2018) determined the global competitiveness ranking of the EU member state Romania
and predicted what the country needs to do and when it will be able to reach the stage of an innova-
tion-oriented economy. Maria C. Latorre, Zoryana Olekseyuk, Hidemichi Yonezawa and Sherman
Robinson (2019) assessed Brexit and, based on in-depth macroeconomic analysis, concluded that
there will be losses for both the UK and the EU.

Vasilios Plakandaras, Aviral Kumar Tiwari, Rangan Gupta and Qiang Ji (2020) considered the
future economic and trade climate throughout the EU. The European Court of Auditors (2018)
examined the rules of global competition, which are extremely important for the proper function-
ing of the EU single market. Kryztof Beck (2021) identified differences in the business cycles of
the EU. Bas Karreman, Matrtijn J. Burger and Fred van Eenennaam (2019) dedicated their work
to identifying European regions where competition between cluster organizations has been iden-
tified. European regions with such a location pose a more serious threat to each other’s global
competitiveness. John Gibert and Eva Muchova (2018) analysed the change in the export shares
of Central and Eastern Europe since the fifth enlargement of the EU. Martijn Burger, Ronald Wall
and Bert van der Knaap (2013) combined information from international economics, business and
urban geography to develop a measure of revealed competition between territories for investment.
Nebojsa Stojcic, Perica Vojinic and Zoran Aralica (2018), using the method of synthetic control,
studied the impact of trade liberalisation and changes in exports in the new EU member states.
Lucjan T. Orlowski (2020) argued that a more profound integration of EU markets is required to ac-
celerate economic growth.

The analysis of the competition policy of member states or cluster support strategies in the EU
has thus been comprehensive. However, to date, no study has compared Ukraine’s global com-
petitive power dynamics, based on the World Economic Forum (WEF) criteria, with the overall AA
implementation process.

Aim
The study aims to measure the causal relationship between international economic integration
and Ukraine’s global competitive power to identify areas that lead to the growth of Ukraine’s global

competitive power. One of the objectives is to assess Ukraine’s global competitive power dynam-
ics, based on WEF criteria, in relation to the implementation of the AA with the EU.

Methods

A comprehensive study of Ukraine’s global competitive power in the framework of integration
with the EU was conducted to empirically prove the relationship between Ukraine’s participation in
international economic integration and its global competitive power. The study indicated the need
to analyse changes in Ukraine’s national economic structure due to the reorientation to trade with
the EU. Identifying Ukraine’s sectoral comparative advantages in trade with the EU can help predict
the mechanism for ensuring Ukraine's competitive power in the long run and determine whether
a synergistic effect is being realised within the framework of Ukraine and the EU’s integration. As
a result, the index of the regional orientation of Ukraine for specific groups of goods and services
was assessed.

The regional orientation index was calculated according to the formula:
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where EX,, is the export of goods t by country k to region r; EX, is the total exports by country k to
region r; EX,,, is the export of goods t by country k to countries outside the region r; and EX,, is the
total exports by country k to countries outside the region r.

If the value of the index is more than 1, the country’s exports tend to be relatively more oriented
to this region than to other countries outside the region. Conversely, if the value of the index is less
than 1, the country has no advantage in favour of the region in the export of goods. Thus, a country
has revealed comparative advantages if the value of the index exceeds 1 and revealed compara-
tive disadvantages if the value of the index is less than 1.

Results

The study of the mechanism of the AA between Ukraine and the EU showed that the provi-
sions of the agreement determine the possibility of realising certain economic effects of the global
competitive power of Ukraine, such as the probability of increasing the competitiveness of goods
(competition effect) by reducing tariff barriers; increasing market size (economies of scale) due to
preferential access to national markets of the developed European countries, the vast majority of
which are leading players in world trade; and the likelihood of increasing Ukraine’s attractiveness
to European investors (due to regulatory approximation to the EU acquis).

Nowadays, the EU is one of Ukraine’s main trading partners in goods and services. From 2013
to 2019, Ukraine had a negative balance of trade in goods, but this balance improved after the sign-
ing of the AA. At the same time, the export of goods to EU countries was growing. In 2020, there
was a general decrease in the trade in goods between Ukraine and the EU (by 14.4% compared to
2019) as well as a general decrease in the trade in services (by 13.2% compared to 2019).

Among EU countries, Ukraine imports most from Poland, Italy and France, and exports to
Poland, Italy and Germany. In general, Ukraine had a positive balance of trade in goods with EU
countries such as Belgium, Bulgaria, Italy, Spain, Cyprus, Latvia, Malta, the Netherlands, Portugal,
Romania, Slovakia and Hungary. It had a negative trade balance with the rest of the EU.

As a result of the choice of the European vector of integration, the commodity structure of trade
in Ukraine was reoriented. Thus, since 2015, there has been a decrease in the export of mineral
products, chemical products and related industries; pulp of wood or other fibrous cellulosic materi-
als, base metals and articles thereof; and machinery, equipment and electrical equipment. At the
same time, export grew in the sector of vegetable products, fats and oils. The largest increase in
Ukraine’s exports to the EU took place in the sectors of vegetable products and fats and oils of
animal and vegetable origin.

These trends confirm the negative static effects of trade reduction resulting from the reorienta-
tion from the eastern vector to the European one. In addition, such trends determine the reduction
of Ukraine’s global competitive power in industry and a new vector of Ukraine’s competitive power
and the possibility of its implementation in the agricultural sector.

In recent years, the reorientation of trade in services in the European direction was fixed. In
2019, Ukraine’s export of goods to EU countries increased by 7.7%. The import of services from
the EU increased by 6.2% in 2019. The directions of Ukraine’s reorientation to exports of services
from 2013 to 2019 are shown in Table 1. Table 2 shows the export structure of Ukraine’s trade in
services with the EU from 2013 to 2019 and its share in the general structure of Ukraine’s export
of services. The leading European exporters of services to Ukraine were Germany, Great Britain,
Cyprus and Poland.
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Table 1. Reorientation of the export of services from Ukraine during 2013-2019 (in USD millions)

Total CIS countries EU countries Asia | Africa | America
Export
2013 14,233.2 5,814.9 4,195.7 1,427.0 153.0 1,581.9
2014 11,520.8 4,034.3 3,991.6 1,350.7 131.3 1,242.8
2015 97,36.6 3,544.8 2,927.9 1,120.3 1451 1,134.7
2016 9,868.0 3,727.9 3,004.9 1,154.5 125.1 1,132.9
2017 10,714.3 3,763.9 3,452.7 1,301.9 149.3 1,184.8
2018 11,637.9 3,701.3 3,979.9 1,480.9 161.4 1,338.2
2019 15,628.9 4,469.0 1,951.3 178.6 1,631.9
Import
2013 7,523.0 1,466.5 4,212.0 1,585.1 35.1 580.4
2014 6,373.1 1,204.0 3,148.8 920.8 44.3 694.8
2015 5,523.0 839.6 2,750.1 850.9 39.4 609.7
2016 5,326.5 672.6 2,421.6 888.8 40.7 773.4
2017 5,476.1 650.4 2,532.5 1,086.3 80.8 724.9
2018 6,308.8 688.5 3,355.8 1,334.7 155.8 535.5
2019 6,942.2 3,728.9 1,613.3 207.9 599.9

Source: Combined by authors based on data from SSSU (2021).

The structure of Ukraine’s export of services and goods was in a state of turbulence from 2013
to 2019. However, service providers felt fewer shocks from the reorientation and, in 5 years, made
up for the change and even increased exports in 2019.

Table 2. Ukraine’s service export structure in 2013—2019 (in million USD)

Total trade data Trade with EU
Groups of services 2013 | 2015 | 2018 | 2019 2018 2019
Export

Material resources processing 1,722.1 1,078.3 1,699.3 1,640.1 1,033.0 1,050.9
services
Repair and maintenance services not 349.7 192.2 242.7 270.1 68.8 90.9
included in other categories
Transport services 7,981.8 5,263.2 5,851.4 9,109.9 1254.9 1,325.2
Travel services 358.1 200.9 298.9 335.0 57.9 56.4
Construction services 224.8 291.6 150.3 125.7 37.6 35.1
Insurance services 87.3 46.1 45.0 75.5 30.3 33.5
Financial services 337.8 190.8 107.5 133.6 60.8 81.6
Royalties and other services related 97.4 51.0 42.8 55.4 17.3 32.7
to the use of intellectual property
Telecommunications, computer and 1,477.2 1,585.6 2,115.0 2,575.9 806.4 992.6
information services
Business services 1,543.8 816.7 1,060.7 1,278.2 515.7 572.3
Services for individuals, cultural and 36.0 15.8 19.1 21.6 14.7 12.3
recreational services
Government services 17.2 4.3 5.2 7.7 3.0 4.5
Total 14,233.2 9,736.7 11,638.0 15,628.9 3,900.2 4,288.0

Source: Combined by authors based on data from SSSU (2021).
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This positive trend can be observed in the export of services for the processing of material re-
sources, transport services, services in the field of telecommunications and information, and busi-
ness services. Compared to 2013, all these sectors are characterized by a significant decline in
exports in 2015 and a recovery (and sometimes even an increase) in 2019. In addition, exports of
services to the EU increased in almost all sectors in 2019 compared to 2018.

The armed conflict of 2022 radically changed the structure of Ukraine’s foreign trade. At the
same time, almost half of Ukraine’s trade turnover (49.9%) currently falls on the EU, which has
significantly increased its importance for Ukraine’s foreign trade. The export and import of goods
showed an almost uniform reduction (by 20%), leading the trade balance to remain negative in the
amount of about USD 1 billion. However, with a 19.9% decrease in the value volume of merchan-
dise turnover, physical volume decreased by 32.3%, which indicates an increase in world prices for
the leading foreign trade goods of Ukraine.

The reduction in exports is based on a decrease in supplies of metals and their products, miner-
al products, food and agricultural products, machines, equipment and transport. At the same time,
there was a slight increase in the export of fuel and energy products, as well as wood and pulp and
paper products (by 2.6%). Such changes caused an increase in the food and agricultural sector’s
share in the commodity structure of Ukrainian exports (from 37.5% to 44%), while the share of met-
als and products decreased.

The European orientation of Ukraine’s foreign trade defines new requirements for doing busi-
ness, including forming partnerships with various organisations in the EU. Therefore, it is beneficial
to determine whether these countries are “natural trading partners”.

The complementarity index of Ukrainian—European trade relations was assessed by Shnyrkov
and Pliushch (2020) in their study, in which the authors calculated the complementarity index of
trade between Ukraine and the EU for 97 product groups during the period 2011-2018, and then,
using a linear regression model, forecast the complementarity of the product structures of Ukraine
and the EU for 2019 and 2020.

The calculations indicated that Ukraine and the European Union are real trading partners. In
2018, European exports served the needs of the Ukrainian market by 72.72%, and Ukrainian ex-
ports served the needs of the EU market in goods by 79.19%. In 2019, the complementarity of
Ukrainian exports was 82.7%, and in 2020, 84.11%. Furthermore, the complementarity of European
exports to Ukrainian imports was forecasted at 70.71% in 2019 and 70.35% in 2020 (Shnyrkov &
Pliushch 2020). The dynamics of the complementarity index, which have tended to increase gradu-
ally since the signing of the AA, indicate that the EU and Ukraine are real trading partners; their
mutual trade in a free trade area is beneficial for both parties. The establishment of international
partnerships between their enterprises and organisations can thus help strengthen the competitive
power of both Ukraine and the EU.

Using formula 1 and the data in Table 2, the indices of the regional orientation of exports of
goods and services from Ukraine to the EU in 2018—-2019 were calculated. The results of the cal-
culations are shown in Tables 3 and 4.

The analysis of the indices of the commodity orientation of Ukraine’s exports to the EU shows
that in 2018-2019, 9 of the 20 groups of goods had comparative advantages of regional orienta-
tion in the European market. Furthermore, the dynamics of the regional orientation indices show
an increase in value in 10 out of the 20 groups, indicating the gradual realisation of the synergistic
effect of the trade in goods between Ukraine and the EU.

The highest values of the indices are for raw hides and leather, wood and wood products, textile
materials and products, footwear, hats, umbrellas and various industrial goods. Ukraine has the
smallest comparative advantages of regional orientation in terms of the mass of wood, pearls and
precious stones, land vehicles, aircraft, floating vehicles and optical instruments.
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Table 3. Indices of the regional orientation of Ukraine’s merchandise exports to the EU in 2018-2019

Groups of goods 2018 2019 Dynamic

I. Live animals, products of animal origin 0.6 0.5 1
II. Products of plant origin 0.8 0.8

Ill. Fats and oils of animal or vegetable origin 0.5 0.2 1
IV. Completed food products 0.6 0.6

V. Mineral products 2.2 1.8 1
VI. Products of the chemical and allied industries 0.6 0.8 1
VII. Polymeric materials, plastics and articles thereof 0.5 0.6 1
VIII. Untreated leather, tanned leather 23.0 19.6 !
IX. Wood and wood products 3.1 3.6 1
X. Mass of wood or other fibrous cellulosic materials 0.3 0.5 1
XI. Textile materials and products 6.8 7.1 1
Xll. Shoes, hats, umbrellas 6.7 8.3 1
XIll. Products from stone, plaster and cement 1.3 1.6 1
XIV. Natural or cultured pearls, precious or semi-precious stones 0.4 0.4

XV. Base metals and articles thereof 0.8 0.8

XVI. Machines, equipment and mechanisms; electrical equipment 2.1 2.4 1
XVII. Land vehicles, aircraft and floating vehicles 0.4 0.4

XVIII. Optical and photographic devices and apparatus 0.4 0.7 1
XIX. Various industrial goods 2.1 6.2 1
XX. Artworks 10.9 2.8 !

Source: Combined by authors based on data from SSSU (2021).

Regarding the indices of the regional orientation of Ukraine’s exports of services to the EU in
2018-2019, 8 of the 12 groups of services in 2018 and 10 of the 12 groups of services in 2019 had
comparative advantages of regional orientation in the European market. In addition, 8 of the 12
groups of services showed an increase in the regional orientation index in 2019 compared to 2018,
indicating a synergistic effect of trade between Ukraine and the EU.

Table 4. Indices of the regional orientation of exports of services from Ukraine to the EU in 2018-2019

Groups of services 2018 2019 Dynamic

Material resources processing services 3.0 4.7 1
Repair and maintenance services not included in other categories 0.8 1.3 1
Transport services 0.5 0.5

Travel services 0.5 0.5

Construction services 0.7 1.0 1
Insurance services 4.1 2.1 !
Financial services 2.6 4.2 1
Royalties and other services related to the use of intellectual property 1.3 3.8 1
Telecommunications, computer and information services 1.2 1.7 1
Business services 1.9 2.1 1
Services for individuals, cultural and recreational services 6.6 3.5 !
Government services 2.7 3.7 1

Source: Combined by authors based on data from SSSU (2021).
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To continue analysing the impact of integration with the EU on Ukraine’s global competitive
power, the general state of implementation of the AA conditions and their impact on strengthening
Ukraine’s competitive power were considered. The status of compliance with the terms of the AA
was analysed through an information and analytical system for monitoring the implementation of
the AA “Pulse Agreement”, which was introduced by the Government of Ukraine in 2017.

In 2019, 40% of the planned tasks of the year for implementing the AA were completed (EIP
2021). The progress of the annual commitments as of 2020 was 29%. The overall progress in the
implementation of the AA for 2014-2024 is expected to be 52%. Its implementation by areas is
shown in Table 5.

Table 5. Total progress in Ukraine’s implementation of the AA by sphere, %

Sphere 2019 2020 Total* Sphere 2019 2020 Total*
Justice, freedom, 14 42 83 Entrepreneurship 79 32 79
security, human rights
Public health 35 36 41 Energy 44 27 37
Agriculture 64 25 36 Financial sector 26 0 30
Science, technology 61 16 38 Transport, 25 25 27
and innovation, space transport

infrastructure,
postal and courier
services
Public finance 0 50 68 Customs issues 33 100 44
management
Sanitary and 43 7 53 Consumer 0 0 42
phytosanitary protection
measures
Technical barriers to 63 75 82 Political dialogue, 100 0 87
trade national security,
and defence
Taxation 62 33 60 Humanitarian 69 55 74
policy
Education, training and 100 71 67 Government 87 44 80
youth procurement
Statistics and 0 - 56 Social policy and 100 0 39
information exchange labour relations
Environment and civil 28 19 a7 Energy efficiency 69 42 57
protection and housing
Financial cooperation 100 0 24 Intellectual - - 22
and the fight against property
fraud

* Total progress from 1 November 2014 to 31 October 2024.
Source: Combined by authors based on data from EIP (2021).

Ukraine has made some progress in removing technical barriers to trade. This is evidenced by
the presentation in 2019 of new draft industry rules on the machine and electromagnetic safety
compatibility with the European Commission. Parliament has also registered a bill on market sur-
veillance and consumer protection, another unresolved requirement (Report 2019). In addition, in
2020, Ukraine became a full member of the International Organization of Legal Metrology. It signed
the Metric Convention for full participation in the Agreement on Mutual Recognition of National
Standards and Certificates of Calibration and Measurement issued by National Metrological
Institutes.

These regulations will help eliminate duplicate regulatory regimes, which is a necessary step
for further alignment with EU legislation, given the possible start of negotiations on a Conformity
Assessment and Acceptance Agreement for Industrial Products. The convergence of Ukrainian
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and European legislation in this regard can not only strengthen Ukraine’s global competitive power
in trade with the EU but also help simplify trade procedures with other countries, thus affecting
Ukraine’s competitive position on the world stage.

In autumn 2019, the EU approved a Comprehensive Strategy for Ukraine’s implementation
of the AA chapter on sanitary and phytosanitary measures. In 2020, low progress in meeting this
requirement (7%) was shown. The agricultural goods sector is one of the leading sectors in trade
between Ukraine and the EU. Accordingly, it is necessary to consider the prospects of increasing
Ukraine’s global competitive power in this sector, provided that the requirements are met.

Ukraine has also made significant progress in customs. In autumn 2019, new legislation was
adopted. If successfully implemented, it paves the way for the mutual recognition of authorised
economic operators from the EU and Ukraine’s accession to two European customs conventions,
thereby simplifying formalities in the trade in goods and creating a standard transit procedure. In
addition, in 2020, Ukraine fulfilled 100% of the tasks for the year by developing and concluding
a memorandum of cooperation between customs authorities and business entities. The simplifi-
cation of customs formalities between the countries of the Deep and Comprehensive Free Trade
Areas (DCFTA) should affect the mechanism of pricing and the implementation of Ukraine’s pricing
strategies in EU markets, which in turn can strengthen the competitive position of Ukrainian com-
panies in European markets. Furthermore, this will lead to the implementation of EU companies’
pricing strategies in the markets of Ukraine, which may result in the displacement of certain non-
competitive Ukrainian enterprises from markets that focus on price-sensitive consumers.

Regarding financial services legislation, Ukraine has made some progress on current payments
and capital movements, disclosure requirements for issuers of securities, and capital requirements
in the banking sector. The Strategy for the Development of the Financial Sector of Ukraine until
2025 is currently being prepared. Its concept envisages the implementation of the norms of the EU
acquis to ensure the internal market regime. However, this prospect remains uncertain, given the
changes in EU regulation that have taken place since the conclusion of the AA negotiations. The
content of the AA in this regard remains irrelevant. In addition, in 2019, the issue of ensuring the
sustainability of recent reforms in the banking sector, including the nationalisation of Privatbank,
became politically sensitive in the dialogue between the new government and the EU and the
International Monetary Fund (EUEA 2020). Unfortunately, as of 2020, there had been no progress
on regulatory convergence in this area.

Progress in the field of intellectual property rights has also been limited. Although some acts
have already been adopted (for example, the improved protection of design rights for semiconduc-
tor integrated circuits), many bills submitted by the government under the reform package of intel-
lectual property rights contain problematic provisions that the government must revise.

The unbundling of Naftogaz was completed by the end of 2019. Based on the decision of the
Cabinet of Ministers on 18 September 2019, which defined a new model as an “independent system
operator (ISO)”, the new transmission system operator was transferred to the Ministry of Finance.
Reforming the electricity sector remains challenging in the current oligopolistic market structure.
According to EU law, the aim is to move from an over-regulated single-buyer model with cross-
subsidies to a competitive market. Since 1 January 2019, the retail market has been open to large
consumers.

Regarding renewable energy sources, Parliament adopted a new law on auctions to support
renewable energy sources in April 2019, which was enacted in May of the same year. Investments
in the sector, including European and foreign companies, continue at a high rate due to preferential
tariffs. The share of electricity generated from renewable sources increased from below 2% in 2018
to 5% in mid-2019 (EUEA 2020).

However, Ukraine has not yet lifted the ban on exports of unprocessed timber, which contradicts
the DCFTA, despite repeated requests from the EU, accompanied by specific proposals for for-
est conservation, and despite repeated attempts by the Ukrainian authorities to resolve the issue.
Another trade barrier, the lack of a value-added tax (VAT) refund related to soybean and rapeseed
exports, has also not been lifted. The EU and Ukraine have signed an amendment to the AA provi-
sions on trade preferences for poultry meat and its preparation to introduce more predictable condi-
tions to the bilateral trade in poultry products.
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An important step in strengthening Ukraine’s competitive power in EU markets — as well as
among countries with which, according to integration agreements, the EU has a preferential
trade regime — is Ukraine’s participation in the Regional Convention on Pan-Euro-Mediterranean
Preferential Rules of Origin. This document is signed by the European Free Trade Association
(EFTA) countries (Iceland, Liechtenstein, Norway, Switzerland), as well as Albania, Algeria, Bosnia
and Herzegovina, Georgia, Egypt, Israel, Jordan, Lebanon, Kosovo, Northern Macedonia, Morocco,
Moldova, Palestine, Serbia, Tunisia, Turkey, Ukraine, the Faroe Islands and Montenegro. It is an
instrument that establishes identical rules of origin for goods under free trade agreements con-
cluded between its Contracting Parties. The Convention also fixes the so-called “diagonal cumula-
tion principle”, which allows the application of common rules of origin for more than two countries
if they have preferential agreements containing the same rules of origin and cumulation provisions
(Rules 2020).

Ukraine’s participation in the Convention expands its preferential export opportunities and real-
ises its comparative advantages in the value chains. In practice, this strengthens Ukraine’s global
competitive power in the EU markets and the markets with which the EU has preferential trade
agreements, in the EFTA markets and the markets of countries with which the EFTA has preferen-
tial trade agreements, and in the markets of Moldova, Georgia and their trading partners.

Thus, Ukraine adheres to its commitments under the AA. Considering Ukraine’s achievements
in terms of implementing the provisions of the DCFTA to increase its global competitive power,
Ukraine’s progress contributes to a coordinated economic policy of the member states.

Moreover, the gradual progress in meeting the conditions under the AA directly affects the over-
all dynamics of Ukraine’s global competitive power, and the steps taken by Ukraine to adopt the
EU acquis correlate with the increase in Ukraine’s global competitive power index according to the
WEF (Verhun, Zayats & Pryiatelchuk 2020). The comparison of Ukraine’s global competitive power
dynamics with the overall process of AA implementation is presented in Table 6.

Table 6. Comparison of the dynamics of Ukraine’s global competitive power, based on WEF criteria, with the
overall process of the AA implementation

WEF rating
WEF criteria Dynamics Sphere of the AA . Progress' of Dynamic
2018 2019 implementation, %
Institutions 110 104 1 Justice, freedom, security, 83 1
human rights
Intellectual property 22 -
Infrastructure 57 57 — Transport, transport 27 —
infrastructure, postal and
courier services
The energy efficiency of 57 !
housing and communal
services
Health 94 101 ! Public health 36 1
Quialification 46 44 1 Education, training and 67 1
youth
Goods and services 73 57 1 Taxation 60 !
markets Sanitary and 53 !
phytosanitary measures
Technical barriers in trade 82 1
Entrepreneurship 79 !
Customs issues 44 1
Financial system 117 136 ! Financial cooperation, 24 !
fight against fraud
Financial sector 30 !
Innovative potential 58 60 ! Science, technology and 38 !
innovation, space

Source: Combined by authors based on Zayats (2020).
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Comparing the data on the dynamics of Ukraine’s global competitive power, based on WEF
criteria, with the overall process of implementing the AA, we can conclude that the progress of the
AA implementation directly affects Ukraine’s competitive power as measured by the WEF criteria.
Interdependence has been established for 6 of the 7 WEF criteria. The other 5 criteria, which are
not shown in Table 6, do not pertain to the commitments made by Ukraine in the framework of EU
integration.

Conclusions

The study aimed to establish and measure the impact of international economic integration on
Ukraine’s global competitive power and identify areas that lead to the growth of Ukraine’s competi-
tive power. The critical contribution of this work is the analysis of Ukraine’s participation IIAs, as
it reveals the impact of integration on Ukraine’s global competitive power. The paper’s findings
contribute to economic science in the field regarding the proper integration directions of Ukraine.
The results of the literature review and the empirical analysis of data demonstrated that Ukraine’s
integration with the EU will eventually increase Ukraine’s global competitive power.

The results of this study suggest that an important factor influencing the strength of Ukraine’s
global competitive power in the context of EU integration is its preferential access to the markets of
28 European countries and, using the principle of diagonal cumulation, to the markets of 98 coun-
tries with which the EU has preferential trade agreements. The possibility of such preferential ex-
ports strengthens the potential for realizing the comparative advantages of Ukraine as an exporter
of finished products and a participant in value chains.

Second, the study also showed that a factor that strengthens Ukraine’s global competitive power
is its progress in fulfilling the terms of the AA and the gradual convergence of Ukraine’s regula-
tory framework with the EU acquis. A comparison of the dynamics of Ukraine’s global competitive
power, based on WEF criteria, with the overall implementation process of the AA shows the inter-
dependence between these indicators. Accordingly, the acceleration of progress in meeting the
conditions of the AA will increase Ukraine’s competitive power.

Therefore, the study argues that static integration effects resulting from competition, trade reori-
entation and the reallocation of production resources cannot be assessed unambiguously. In terms
of preferential trade with the EU, Ukrainian producers often lose in competition with European
ones, export to the EU consists mainly of goods with a low degree of processing, and, during the
years of AA implementation, trade has not yet fully reoriented to EU markets (especially trade in
goods). To accelerate the growth of exports, in the face of increasing competition from EU produc-
ers, Ukraine should improve the quality and standards of its products, increase the processing of
raw materials and semi-finished products, and create added value in Ukrainian production.

Currently, Ukraine has fulfilled its obligations related to the AA with the EU by 70%. By the end
of 2022, Parliament must adopt the necessary package of laws to start negotiations on Ukraine’s
accession to the EU. This will significantly deepen cooperation between Ukraine and the EU and
expand and qualitatively increase the implementation of the steps of the AA.
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Introduction

Social partnership is the most effective form of building industrial relations because it ensures
the alignment of partners’ interests, achieving social harmony and ensuring equality. Social partner-
ship is the basis for building a democratic society, as well as an effective means of implementing
social policy and reducing social conflicts.

Research results reveal the positive impact of social partnership and dialogue on econom-
ic growth (Uhlerova 2020), sustainable development (ILO 2017; Galgdczi 2020), working condi-
tions, occupational safety and health (Lethbridge 2016; Obisi 2016; Kova¢ 2017), decent work
(Tsymbaliuk et al. 2022), vocational training policy (Winterton 2006), and policies of diversity man-
agement (Cornet & Fatoux 2017).

Social dialogue contributes to the various objectives of sustainable development by improving
working conditions, workers’ rights, and equality at work; guaranteeing access to public services
and redistribution; encouraging growth and innovation; supporting the environment and climate;
and improving governance and participation (ILO 2017).

By analysing the social and labour relations in Ukraine, the practice of conducting social dia-
logue, the role of various parties in social partnership, and the structure and content of collective
agreements, we can conclude that despite the common practice of conducting negotiations and
concluding agreements, the institution of social partnership is only in its initial stage. Currently,
social partnership is characterised by the underdevelopment of institutional features, and there
are several problems in the negotiation process. For example, trade unions are weak as the rep-
resentatives and defenders of employees’ interests, and the state fails to fulfil its functions in the
social partnership.

In Ukraine, the proportion of employees covered by collective agreements has declined. In
2008, 83.4% of employees were covered by collective agreements; in 2021, this indicator had
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fallen to 70.2%. However, this level is still high compared to other countries due to the mandatory
conclusion of a collective agreement at the industrial level.

It should be noted that the norms of Ukrainian labour legislation, particularly regarding social di-
alogue and the conclusion of collective agreements, apply to the labour relations of all enterprises,
institutions, and organisations, regardless of the forms of ownership, type of activity, and sector of
the economy. These norms apply to labour relations in the public sector as well. However, the Law
of Ukraine “On Trade Unions, Their Rights and Guarantees of Activity” has some features in certain
state bodies, particularly in the Armed Forces and the Police of Ukraine.

In Ukraine, collective agreements are concluded at various levels: national, regional, sectoral,
and industrial (organisational). The conclusion of a collective agreement is mandatory only at the
industrial level.

According to Article 4 of the Law of Ukraine “On Social Dialogue in Ukraine” (Parliament of
Ukraine 2011), social dialogue can be implemented on a tripartite or bilateral basis. In the vast ma-
jority of private sectors of the economy, tripartism dominates. In the public sectors of the economy,
social dialogue is implemented on a bilateral basis.

For social dialogue in the public sector, the state, represented by public authorities, acts as an
employer. The employer role makes it impossible for the state to effectively perform other functions
as an arbitrator, mediator, conciliator, and guarantor of the rights and freedoms of members of so-
ciety. Therefore, it negatively affects social partnership and the participation of employees in social
dialogue, as the state, in most cases, aims to protect its interests as an employer.

Employees’ low level of trust in Ukrainian trade unions to represent their interests is not condu-
cive to the development of social partnership and dialogue. According to a survey conducted by
the Razumkov Center in March 2021, only 26.7% of respondents trust the unions, while 49.9% of
respondents do not (Razumkov Center 2021).

The purpose of the study is to develop a method for assessing the development of social part-
nership in the regulation of labour remuneration (DSPRLR), evaluate the DSPRLR in the public
sector in Ukraine, and determine the best practices in social partnership for their dissemination in
public institutions and organisations.

Special attention was paid to structures that provide national defence (Armed Forces of Ukraine,
State Border Guard Service of Ukraine, and Police of Ukraine), which are crucial in the current con-
ditions of war. Thus, the employees of these structures, especially soldiers, must be protected by
the state (as an employer). The state must ensure well-being, social security and other guarantees
to employees and their families.

Literature review

The study of social partnership in different European countries indicates that social dialogue
is an essential instrument for innovative and healthy organisations (Euwema et al. 2015). For ex-
ample, some research results confirm the positive impact of social dialogue and trade unions on
wages and social security (Anzia and Moe 2015; Frandsen 2015; Hamermesh 2015; Hayter 2015;
Riccucci et al. 2019), as well as reducing inequalities in wages and the gender pay gap (Card et
al. 2020), including in the public sector (Antonie et al. 2015; Anastasiade and Tillé 2017; Yang and
Jeong 2020). Comparative study results of the wage-bargaining systems in Belgium, Germany and
the Netherlands find that calibration is an essential component of wage-bargaining systems, while
greater subtlety is necessary concerning the role of the state (Dumka 2016).

Despite the positive impact of social dialogue and trade unions on economic growth, sustainable
development, and the well-being of employees, research (Prosser and Perin 2015; Badigannavar
2017; Tsymbaliuk et al. 2019) shows a weakening of the role of social dialogue and trade unions in
the regulation of industrial relations. Among the shortcomings of social partnership and dialogue,
scientists distinguish legislation limitations and a lack of social dialogue traditions (Vallasek 2019),
declining union density (Bernaciak 2015), and the existence of various national cultures in multina-
tional companies (Buchner and llieva 2017).

Ukrainian scientists (Kolot 2018; Motsna 2019; Danylevych and Poplavska 2020) identify sever-
al problems inherent in social and labour relations and social partnership in Ukraine. These include
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the dominance of paternalistic attitudes in the minds of Ukrainian citizens, the formal nature of the
collective bargaining process, the dominance of employers in collective negotiations, and the low
responsibility of social partners.

The primary problem that hinders social partnership is the low level of efficiency and trust in
trade unions, which is observed not only in Ukraine but in various European countries as well, such
as Great Britain (Heery 2002), Poland (Bernaciak 2017), Ireland, and Italy (Culpepper and Regan
2014).

The plethora of tripartite bodies in post-communist countries seems to suggest the development
of a specific variant of East European corporatism. Analysis of the arrangements indicates that
there is instead a prevalence of illusory corporatism. Nominal negotiations, non-mandatory agree-
ments, and the elimination of most of the private sector from collective bargaining demonstrate that
tripartite procedures are deployed to introduce neoliberal — not social democratic — outcomes (Ost
2000).

Despite the significant research interest in social dialogue’s role in economic growth and sus-
tainable development, tools and techniques for assessing social partnership and dialogue using
quantitative methods remain underdeveloped.

To build typologies of industrial relations systems and labour markets in the European Union,
Gardawski and Towalski (2019) use variables such as collective agreement coverage, trade union
density, and government intervention in the sphere of industrial relations. Among indicators for as-
sessing social partnership, Danylevych and Poplavska (2020) suggest considering wage potential
to ensure not only the reproduction of labour but also professional development and the improve-
ment of the quality of human capital.

A significant number of researchers (Marconi 2004; Depalo, Giordano and Papapetrou 2015;
Gomes 2015; Morikawa 2016; Mahuteau et al. 2017; Vilerts 2018; Rattso and Stokke 2019; Michael
and Christofides 2020) examine wage differences in the public and private sectors of the economy.
Some studies show that the average hourly wages in the public sector are higher than those in the
private sector (Mahuteau et al. 2017), and wage gaps by gender and education are smaller in the
public sector than in private companies (Morikawa 2016). Some research on wages in the public
sector reveals that wage increases for public officials can reduce corruption (Chen and Liu 2018;
Cornell and Sundell 2020; Demirgii¢-Kunt et al. 2021).

Some research on social partnership in the public sector shows changes in the characteristics
of the social partners, objectives, and strategies; social dialogue structures and processes (Ramos
Martin 2018); growing challenges and shrinking opportunities for unions (Kearney and Mareschal
2017); and the insufficient process of social dialogue (Paunovic et al. 2016).

It should be noted that the specifics of industrial relations and social partnership in the public
sector, including wage regulation, remain inadequately studied.

Methodology

To assess the DSPRLR, a set of indicators with standards has been proposed (Table 1).

An expert method was used to verify the reliability of the indicators. In February 2021, an expert
survey was conducted among scientists and specialists in industrial relations. Table 2 contains the
main characteristics of the 13 experts that participated in the survey, which was conducted in the
form of a questionnaire. Experts had to establish the significance of indicators on a scale from 0 to
7.3 scores were required for the indicators to remain in the list. None of indicators was eliminated
due to the survey.
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Table 1. The indicators of the DSPRLR

Indicator Standard
1. Existence of the sectoral agreement yes
2. Timeliness of concluding a sectoral agreement yes
3. Identification of officials responsible for the implementation of the provisions of the sectoral yes
agreement
4. Settlement of labour remuneration issues during collective bargaining under the legislation, % - max (100)
5. Number of social partners’ obligations on labour remuneration - max
6. The ratio of the number of social partners’ obligations on labour remuneration under the current - max (=100)
sectoral agreement compared to the number of obligations under the previous ones, %
7. The ratio of the number of provisions of the sectoral agreement on labour remuneration, which - max (100)
contain specific obligations, to the total number of obligations on labour remuneration, %
8. The ratio of the basic wage of the worker of the 1st category and the minimum wage provided by - max (2110)
law, %
9. The ratio of the 6-category tariff scale for workers [2, 3]
10. The ratio of salaries of top managers and technical staff following the scheme of salaries [4,12]
11. The ratio between the salaries of professionals, specialists, and technical staff of two neighbouring [10, 30]
categories, %
12. The use of analytical methods for evaluating positions and jobs during the development of tariff yes
conditions
13. The use of flexible remuneration models yes
14. Compliance of the list, amount, and procedure for payment of additional rewards and increases to yes
legal norms and norms of the general agreement
15. Existence of provisions on the introduction of personnel participation systems in the distribution of yes
profits
16. Existence of provisions for the introduction of social packages yes
17. Existence of provisions for the introduction of social insurance programmes yes
18. Existence of provisions on gender equality in labour remuneration yes

Source: own elaboration.

A method for assessing the unit and complex indices of the DSPRLR at the sectoral level has
been developed.
Unit indices (/) for indicators for which the established standards are either met (“yes”) or not are
determined in the following order:
— If the actual value of an indicator corresponds to the standard, the unit index (/) is equal to 1;
— If the actual value of an indicator does not meet the standard, the unit index (/) is equal to O.
For the rest of the indicators, the unit indices (/,) are determined based on the standardisation
procedure according to the formula:

= [Xactual _ Xm[n ]
l [me( - Xmin ] ’ (1)

where X, 1S the actual value of the indicator achieved in a particular sector of the economy; X, is
the lowest value for the indicator among the studied sectors of the economy; and X,,,, is the highest
value for the indicator among the studied sectors of the economy.

The complex index of the DSPRLR at the sectoral level (K) is determined by the formula:

n

S 2)
K =il
n

where n is the number of indicators.
The value of the complex indicator can be in the range of 0 to 1. The ranges of the assessments
are:
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[0.8; 1] high level
[0.6; 0.8] higher than average level
Ifke 1 [04;0.6] ; ke average level 3
[0.2; 0.4] lower than average level ®)
[0; 0.2] low level
Table 2. Characteristics of experts
Characteristic ‘ Number of experts
Profession
« Teacher 8
« Scientist 3
¢ Specialist 2
Total 13

Academic status

» Professor 3
» Associate Professor 6
* None 4
Total 13
Degree
« Doctor of sciences 5
* PhD 6
* None 2
Total 13

Work experience

¢ 10 to 20 years 6
» More than 20 years 7
Total 13

Source: Own elaboration.

A comparative analysis of the DSPRLR was carried out on the following services and public
administration bodies: the State Audit Service of Ukraine, the State Treasury Service of Ukraine,
the State Statistics Service of Ukraine, the State Fiscal Service of Ukraine, the Armed Forces of
Ukraine, the State Border Guard Service of Ukraine, the Police of Ukraine, and the Pension Fund
of Ukraine.

The criteria for forming the sample of services and bodies were the availability of concluded sec-
toral agreements and the representation of services and public administration bodies belonging to
different classes under the Classification of Economic Activities CEA-2010. The State Audit Service
of Ukraine, the State Treasury Service of Ukraine, the State Statistics Service of Ukraine, and the
State Fiscal Service of Ukraine belong to Class 84.11, “State Administration of General Nature”.
The Armed Forces of Ukraine belong to Class 84.22, “Activities in the Field of Defence”, and the
State Border Guard Service of Ukraine and the Police of Ukraine belong to Class 84.24, “Activities
in the Field of Public Order and Security”. Finally, the Pension Fund of Ukraine belongs to Class
84.30, “Activities in the Field of Compulsory Social Insurance”.

Analysis of the nature of collective agreements in the public sector

The core indicator of assessing the DSPRLR is the existence of a sectoral agreement. As previ-
ously noted, one of the criteria for forming the study sample was the presence of concluded secto-
ral agreements. According to this criterion, all surveyed services and bodies meet the established
standard, as they have the following sectoral agreements:
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— Sectoral agreement of the State Audit Service of Ukraine for 2017-2021;

— Sectoral agreement of the State Treasury Service of Ukraine for 2016—2020;

— Sectoral agreement of the State Statistics Service of Ukraine for 2020-2022;

— Sectoral agreement of the State Fiscal Service of Ukraine for 2018-2020;

— Sectoral agreement of the Armed Forces of Ukraine for 2019-2023;

— Sectoral agreement of the State Border Guard Service of Ukraine for 2018-2020;
— Sectoral agreement of the Police of Ukraine for 2019-2021;

— Sectoral agreement of the Pension Fund of Ukraine for 2016—2020.

The analysis of the sectoral agreements showed that some are regulations (the sectoral agree-
ments of the Armed Forces and the Pension Fund of Ukraine) and some are acts of social partner-
ship (the sectoral agreements of the State Audit Service, the State Treasury Service, and the State
Statistics Service of Ukraine).

The recognition of the sectoral agreements as regulations and acts of social partnership can
be considered a positive practice in terms of determining the legal nature of these agreements. At
the same time, the norms and provisions of sectoral agreements do not apply to organisations and
institutions that did not participate in the negotiation process and signing of agreements, per Article
9 of the Law of Ukraine “On Collective Bargaining and Agreements” (Parliament of Ukraine 1993).
Thus, despite the social partners’ recognition of sectoral agreements as regulations and acts of so-
cial partnership, they cannot be considered as such, as their rules and regulations are not binding
on all organisations belonging to a particular sector.

The next indicator for assessing the DSPRLR is the timeliness of concluding a sectoral agree-
ment. Among the surveyed services and public administration bodies, only four (50%) have sec-
toral agreements that have not yet expired at the time of research. This may indicate difficulties
in reaching joint agreements between the social partners on some issues, such as remuneration.

It is common practice to extend collective agreements that have already expired, although some
provisions are outdated and do not correspond to current socioeconomic realities, especially in
a situation with military and quarantine restrictions and the necessity of providing occupational
safety. This practice thus negatively characterises collective bargaining and does not contribute to
the development of social partnership and dialogue.

The next indicator for assessing the DSPRLR is the identification of officials responsible for the
implementation of the provisions of the sectoral agreement. This indicator is important because the
absence of responsible persons leads to non-compliance with the norms of the sectoral agreement.
As a result, even the best obligations lose their effectiveness, which reduces partners’ confidence
in social partnership as a tool for regulating industrial relations.

Only the sectoral agreement of the State Statistics Service of Ukraine defines the persons re-
sponsible for implementing the provisions of the sectoral agreement. The sectoral agreements of
the Armed Forces and the State Border Guard Service of Ukraine contain a rule according to which
the partners independently determine the persons responsible for implementing the provisions.
The rest of the agreements do not specify the responsible persons and contain only the general
statement that the partners are liable for their obligations. This practice negatively characterises the
collective bargaining of labour remuneration.

Analysis of the settlement of labour remuneration issues during collective
bargaining in the public sector

The next indicator for assessing the DSPRLR is the settlement of labour remuneration issues
during collective bargaining under the legislation. The assessment of the sectoral agreements’
regulation of remuneration norms, as required by the law, is given in Table 3.
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According to the data in Table 3, no sectoral agreement in the public sector regulates all issues
of labour remuneration. The most progressive agreements from this point of view are those of
the State Fiscal Service, the Armed Forces, and the State Border Guard Service of Ukraine. The
least effective are the agreements of the State Audit Service, the State Treasury Service, and the
Pension Fund of Ukraine.

The lack of specific obligations of the social partners to increase wages and labour remuneration
funds negatively characterises collective bargaining. Most sectoral agreements contain a general
statement that the partners commit to promoting wage increases and labour remuneration growth
but do not specify concrete figures.

Duplicating legislative norms and norms of the general agreement by sectoral agreements can-
not be considered positive. Organisations and institutions must comply with the law, regardless of
whether the norms are provided in the relevant sectoral agreement. The authors argue that sectoral
agreements should include only those rules that expand the list of guarantees and incentives or
offer higher payments to employees.

Itis common practice to appeal to the regulation of relevant norms by the collective agreements
of organisations and institutions. This indicates the decentralisation of collective bargaining from
the sectoral to the organisational level.

Table 4. Comparison of the number of partners’ obligations on labour remuneration in sectoral agreements in the

public sector

Number of joint Number of the Number of The ratio of the number of
Agreements obligations/partners public authority’s the _tra’de Total _nurr_lber obligations compared to
agreed obligations union's of obligations the previous agreement, %
obligations
1. Sectoral agreement of the State Audit Service of Ukraine
for 2013-2015 13 0 4 17 -
for 2017-2021 1 16 6 23 135.3
2. Sectoral agreement of the State Treasury Service of Ukraine
for 2012-2015 15 0 4 19 -
for 2016-2020 18 6 6 30 157.9
3. Sectoral agreement of the State Statistics Service of Ukraine
for 2015-2018 10 8 9 27 -
for 2020-2022 8 8 9 25 92.6
4. Sectoral agreement of the State Fiscal Service of Ukraine
for 2017-2019 0 37 22 59 -
for 2018-2020 0 37 22 59 100.0
5. Sectoral agreement of the Armed Forces of Ukraine
for 2016-2018 28 13 8 49 -
for 2019-2023 21 12 7 40 81.6
6. Sectoral agreement of the State Border Guard Service of Ukraine
for 2015-2017 5 24 8 37 -
for 2018-2020 3 26 8 37 100.0
7. Sectoral agreement of the Police of Ukraine
for 2015-2018 0 28 2 30 -
for 2019-2021 0 32 2 34 113.3
8. Sectoral agreement of the Pension Fund of Ukraine
not available - - - - -
for 2016-2020 7 6 5 18 -

Source: Own elaboration.
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Further essential indicators are the number of social partners’ obligations on labour remunera-
tion and the ratio of their obligations under the current sectoral agreement compared to the number
under the previous ones. The data for the analysis of sectoral agreements on these indicators are
given in Table 4.

According to Table 4, the sectoral agreements of the State Fiscal Service and the Armed Forces
of Ukraine contain the highest number of social partners’ obligations regarding labour remunera-
tion.

The previous sectoral agreements of the State Audit Service and the State Treasury Service of
Ukraine did not create obligations for public authorities and were limited only to joint obligations.
However, the agreements concluded for the subsequent periods included obligations of the public
authorities, which can be considered a positive trend.

When comparing the number of obligations contained in existing sectoral agreements with the
obligations under previous agreements, positive dynamics can be seen in the social dialogues of
the State Treasury Service, the State Audit Service, and the Police of Ukraine.

The comparative analysis of previous and more recent sectoral agreements showed that the
rules of existing agreements mostly duplicate the provisions of previous ones. Most agreements,
which are characterised by an increase in the number of obligations, have such an increase due to
general provisions and recommendations to include relevant rules by the collective agreements of
institutions and organisations.

The ratio of the number of provisions of the sectoral agreement on labour remuneration, which
contain specific obligations, to the total number of obligations on labour remuneration for each
agreement is shown in Table 5.

Table 5. The ratio of the number of provisions of the sectoral agreement on labour remuneration, which contain
specific obligations, to the total number of obligations on labour remuneration

Specific obligations General obligations
Agreements % to the total % to the total
number number
number number
1. Sectoral agreement of the State Audit 11 47.8 12 52.2
Service of Ukraine for 2017-2021
2. Sectoral agreement of the State Treasury 18 60.0 12 40.0
Service of Ukraine for 2016—2020
3. Sectoral agreement of the State Statistics 20 80.0 5 20.0
Service of Ukraine for 2020-2022
4. Sectoral agreement of the State Fiscal 50 84.7 9 15.3
Service of Ukraine for 2018-2020
5. Sectoral agreement of the Armed Forces of 40 100.0 0 0.0
Ukraine for 2019-2023
6. Sectoral agreement of the State Border 33 89.2 4 10.8
Guard Service of Ukraine for 2018-2020
7. Sectoral agreement of the Police of Ukraine 29 85.3 5 14.7
2019-2021
8. Sectoral agreement of the Pension Fund of 11 61.1 7 38.9
Ukraine for 2016—2020

Source: Own elaboration.

According to Table 5, the most successful agreement in regulating labour remuneration based
on social partnership is in the Armed Forces of Ukraine, where 100% of the obligations of the social
partners are specific.

Some of the provisions of sectoral agreements (except for the sectoral agreement of the Armed
Forces of Ukraine) are declarative (non-specific) without naming specific mechanisms for imple-
menting the obligations undertaken by the partners.
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Analysis of the tariff conditions of labour remuneration in the public sector

The next block of indicators for assessing the DSPRLR are indicators that characterise the tariff
conditions of labour remuneration. These indicators can be used to assess the collective bargain-
ing of only those areas of public structures whose sectoral agreements provide for tariff conditions
of labour remuneration; these structures are the State Fiscal Service, the Armed Forces, the State
Border Guard Service, and the Police of Ukraine. As tariff conditions are key in the regulation of
labour remuneration, the non-regulation of these provisions by sectoral agreements negatively
characterises collective bargaining.

Table 6 shows the results of assessing the tariff conditions of labour remuneration.

Table 6. The results of assessing the tariff conditions of labour remuneration

Ratio of
. . between the
the basic wage salaries of .
salaries of
of the worker of top managers the salary scale rofessionals
Agreements the 1st category | 6-category tariff and technical Y protess ’
- . for managers and | specialists, and
and the minimum | scale for workers staff following L .
. specialists, % technical staff of
wage provided by the scheme of . .
. two neighbouring
law, % salaries .
categories, %
Sectoral agreement 317 1.375 15 [4; 10] <10
of the State Fiscal
Service of Ukraine for
2018-2020
Sectoral agreement of 120 2.0 2.3 [5; 20] [7;13]
the Armed Forces of
Ukraine for 2019-2023
Sectoral agreement of 110 1.45 4.51 (unified [7; 9] [2; 9] (unified
the State Border Guard wages scale) wages scale)
Service of Ukraine for
2018-2020
Sectoral agreement of 185 1.12 1.84 [2; 3] <10
the Police of Ukraine
2019-2021

Source: Own elaboration.

Important indicators for assessing the tariff conditions of labour remuneration are indicators that
characterise wage differentiation. The evaluation showed that the tariff conditions do not meet the
established standards; they do not provide an objective differentiation of wages depending on the
work complexity, responsibilities, and qualifications of employees. However, the one exception is
the range of the tariff scale in the sectoral agreement of the Armed Forces of Ukraine.

The significant shortcomings of tariff conditions of labour remuneration also include the lack of
analytical methods for evaluating positions and jobs and flexible remuneration models. Although
some sectoral agreements (the agreements of the State Fiscal Service and the Police of Ukraine)
provide for a range of tariff rates and salaries, such practices cannot be called successful, as they
have various shortcomings, including:

— Very narrow ranges that make it impossible to individualize employees’ wages;

— Lack of overlap in the established ranges, which does not encourage employees who work for
a long time in the organization and have significant achievements but belong to lower categories
and ranks;

— Lack of clear criteria for determining the individual wages of employees within the established
ranges.
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Assessing the practice of providing rewards, guarantees, and benefits in the
public sector

The next indicator for assessing the DSPRLR is the compliance of the list, amount, and pro-
cedure for payment of additional rewards and increases to legal norms and norms of the general
agreement. Not all sectoral agreements contain a list of additional rewards and increases; this
negatively characterizes collective bargaining.

The list of additional rewards and increases is regulated by the sectoral agreements of the State
Statistics Service, the State Fiscal Service, the Armed Forces, the State Border Guard Service, and
the Police of Ukraine.

Analysis of the lists and amounts of rewards and increases showed that they meet the require-
ments of labour legislation and the terms of the general agreement. However, only some of the
additional rewards and increases include higher payments compared to the legislation and general
agreement. The lack of expanding the list of additional rewards and increases cannot be consid-
ered a progressive practice of collective bargaining.

The results of assessing the existence of provisions for the introduction of personnel participa-
tion systems in the distribution of profits, social packages, and social insurance programmes in the
sectoral agreements are shown in Table 7.

Table 7. The results of assessing the existence of provisions for the introduction of personnel participation
systems in the distribution of profits, social packages, and social insurance programmes in the sectoral
agreements

Introduction of personnel Introduction Introduction of
participation systems in the of social social insurance
distribution of profits packages programmes

1. Sector agreement of the State Audit Service of Ukraine - - -
for 2017-2021
2. Sectoral agreement of the State Treasury Service of - - -
Ukraine for 2016—-2020
3. Sectoral agreement of the State Statistics Service of - - -
Ukraine for 2020-2022
4. Sectoral agreement of the State Fiscal Service of + + -
Ukraine for 2018-2020
5. Sectoral agreement of the Armed Forces of Ukraine for - + +
2019-2023
6. Sectoral agreement of the State Border Guard Service - + +
of Ukraine for 2018-2020
7. Sectoral agreement of the Police of Ukraine 2019— - + +
2021
8. Sectoral agreement of the Pension Fund of Ukraine for - - -
2016-2020

Source: Own elaboration.

Only the sectoral agreement of the State Fiscal Service of Ukraine for 2018—2020 provides for
the relevant employer obligations to introduce personnel participation systems in the distribution of
profits. Since the participation of employees in the distribution of profits is a progressive practice
and an essential element of the democratisation of governance, the lack of such norms does not
contribute to the development of social partnerships in the public sector.

No sectoral agreement provides for introducing social packages. However, some of them (the
agreements of the State Fiscal Service, the Armed Forces, the State Border Guard Service, and
the Police of Ukraine) contain obligations to provide employees with a wide range of social guaran-
tees and benefits. This practice can be considered positive because it characterises the employer
as socially responsible and positively affects employees’ loyalty.
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The sectoral agreement of the Police of Ukraine provides for the introduction of health insurance
programmes, which can be considered a progressive practice. In addition, the agreements of the
Armed Forces and the State Border Guard Service of Ukraine contain obligations to provide medi-
cal services to employees, which is also a positive practice.

An important indicator for assessing the DSPRLR is the existence of provisions on gender
equality in labour remuneration in the sectoral agreement. The agreements of the State Treasury
Service, the State Statistics Service, the State Fiscal Service, and the Police of Ukraine include
the relevant obligations (Table 3), which is good practice regarding the creation of equal economic
opportunities for men and women.

Assessing the complex index of the DSPRLR in the public sector

Table 8 presents the initial information for calculating the complex index of the DSPRLR in the
public sector.

Table 8. The initial information for the calculation of the complex index of the DSPRLR in the public sector

Indicator Standard Xinax Xonin
1 yes - -
2 yes - -
3 yes - -
4 - max (100) 75 0
5 - max 59 18
6 - max (=100) 157.9 81.6
7 - max (100) 100 47.8
8 - max (2110) 317 110
9 [2, 3] 2 1.12

10 [4, 12] 451 15
11 [10, 30] 2 20
12 yes - -
13 yes - -
14 yes - _
15 yes - —
16 yes - -
17 yes - —
18 yes - -

Source: Own elaboration.

The calculation of the complex index of the DSPRLR in public organisations is given in Table 9.
The clustering of the studied public organizations in terms of the DSPRLR is illustrated in Fig. 1.

According to the complex index of the DSPRLR, the State Fiscal Service of Ukraine holds the
best position among the studied public organisations. The worst level of social partnership develop-
ment is found in the Pension Fund of Ukraine. The cluster with an average level includes the State
Fiscal Service, the Police, the Armed Forces, and the State Border Guard Service of Ukraine. None
of the studied public organisations showed above-average or high levels of the DSPRLR.

The results of the study of the DSPRLR in the public sector reflect the general practice of collec-
tive bargaining in Ukraine not only at the sectoral level but also at the national and regional levels.
There is a tendency to decentralize the collective bargaining regulation from the national, sectoral,
and regional levels to the organisational ones. This conclusion corresponds with a common trend
in industrial relations in various countries (Amable 2016; Pallini 2016; Rodriguez et al. 2016; Ibsen
& Keune 2018; Rocha 2018; Jonker-Hoffrén 2019; Zisimopoulos et al. 2019).
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Table 9. The calculation of the complex index of the DSPRLR in public organisations

Unit indices
Indicator State Audit Trzt;stﬁry Sti:iastt(iecs FSitsa::tzl Armed BS(:?J; Police of pension
Serwc_e of Service of | Service of | Service of Force_s of an rd Ukraine Fund_ of
Ukraine Ukraine Ukraine Ukraine Ukraine Serwc_e of Ukraine
Ukraine
1 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
2 1.0000 0.0000 1.0000 0.0000 1.0000 0.0000 1.0000 0.0000
3 0.0000 0.0000 1.0000 0.0000 0.0000 0.0000 0.0000 0.0000
4 0.0000 0.1667 0.3333 1.0000 1.0000 0.8333 0.6667 0.0000
5 0.1220 0.2927 0.1707 1.0000 0.5366 0.4634 0.3902 0.0000
6 0.7038 1.0000 0.1442 0.2412 0.0000 0.2412 0.3893 0.0000
7 0.0000 0.2337 0.6169 0.7069 1.0000 0.7931 0.7184 0.2548
8 0.0000 0.0000 0.0000 1.0000 0.0483 0.0000 0.3623 0.0000
9 0.0000 0.0000 0.0000 0.0000 1.0000 0.0000 0.0000 0.0000
10 0.0000 0.0000 0.0000 0.0000 0.0000 1.0000 0.0000 0.0000
11 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
12 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
13 0.0000 0.0000 0.0000 1.0000 0.0000 0.0000 1.0000 0.0000
14 0.0000 0.0000 1.0000 1.0000 1.0000 1.0000 1.0000 0.0000
15 0.0000 0.0000 0.0000 1.0000 0.0000 0.0000 0.0000 0.0000
16 0.0000 0.0000 0.0000 1.0000 1.0000 1.0000 1.0000 0.0000
17 0.0000 0.0000 0.0000 0.0000 1.0000 1.0000 1.0000 0.0000
18 0.0000 1.0000 1.0000 1.0000 0.0000 0.0000 1.0000 0.0000
Complex 0.1570 0.2052 0.3481 0.5527 0.4769 0.4073 0.5293 0.0697
index
Source: Own elaboration.
High level
Above average level
PY (]
Average level o
[
[ )
Below average level
(]
[ )
(] Low level
0 2 4 6 8

Figure 1. Clustering of the studied public organizations in terms of the complex index of the DSPRLR

Note: 1 — Pension Fund of Ukraine, 2 — State Audit Service of Ukraine, 3 — State Treasury Service of Ukraine, 4 — State Statistics
Service of Ukraine, 5 — State Border Guard Service of Ukraine, 6 — Armed Forces of Ukraine, 7 — Police of Ukraine, 8 — State
Fiscal Service of Ukraine.

Source: Own elaboration.
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Under such conditions, the collective agreements at the organisational level should be strength-
ened. At the same time, the research results showed that such agreements end up playing a crucial
role in regulating industrial relations and labour remuneration (Glassner & Keune 2012; Rodriguez
et al. 2016; Addison et al. 2017; Hyman 2018; Anner et al. 2020).

In the private sector, the individualisation of industrial relations has shifted the emphasis from
collective to individual bargaining. In the public sector of the economy, the weakening of the role of
collective bargaining regulation at the sectoral level has various causes. The main cause is that the
public sector of the economy has budget funding and the expenses for labour remuneration and the
social security of employees depend significantly on the government’s policy decisions. In this re-
gard, the negotiation process of the social partners during the conclusion of collective agreements
can be conducted only in the direction of the distribution of allocated budget funds, considering the
legal norms and provisions of higher-level agreements.

Discussion

The study revealed problems of collective bargaining in the public sector which hinder the devel-
opment of social partnership, democratic principles, the social protection of employees, and decent
wages. The study was based on assessing various indicators of social partnership. However, the
survey did not consider civil servants’ level of satisfaction with social dialogue and the policies of
labour remuneration and social security. Thus, an important area of further research is the survey
of civil servants to determine their satisfaction with social dialogue, labour remuneration, and social
security policies. The survey results could be compared with social partnership assessments of
various public organisations.

The indicators that characterise social partnership were accepted as holding equal significance
in this study, although they may have different weights in reality. Determining the significance of
indicators and taking them into account when calculating a complex index requires additional re-
search.

An additional important indicator is the extent to which the social partners comply with the
provisions of the sectoral agreement. In Ukraine, there is no practice of social partners publishing
reports on the implementation of their obligations. It is therefore impossible to determine the level
of agreement implementation. The fulfilment of some obligations should be examined separately
in public organisations. However, it can be assumed that not all obligations of the social partners
have been fulfilled.

For example, all agreements contain obligations of partners to prevent or repay wage arrears.
However, the analysis of the data of the State Statistics Service of Ukraine showed that in the pub-
lic sector, there are wage arrears. In general, payment in arrears negatively characterises social
partnership, as it does not allow employees to meet their needs. Thus, due to the lack of complete
information on the extent to which the social partners comply with the provisions of sectoral agree-
ments, this indicator was not considered.

Finally, it is important to note that the research is based mainly on the content analysis of collec-
tive agreements. It is advisable to assess the effectiveness of the provisions of these agreements
and their ability to influence the quality of citizens’ working life, which requires additional quantita-
tive and qualitative research, surveys, and focus groups.

Conclusions

The analysis of the development of social partnership revealed significant shortcomings and
negative trends, despite some positive characteristics. Among the positive characteristics inherent
in some or most of the studied public organisations are the presence of a sectoral agreement, the
recognition of sectoral agreements as an act of social partnership, the identification of centres of
responsibility (officials responsible for implementing the provisions of the sectoral agreement), in-
creasing obligations of the social partners, the existence of social guarantees and social insurance
programmes, and commitments to ensuring gender equality in labour remuneration.
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The negative characteristics of collective bargaining regulation include the following: a lack of
obligations that must be settled by the law, a lack of specific instruments for implementing certain
provisions, and the duplication of legislation without expanding and increasing the number of rel-
evant benefits and social guarantees.

Labour remuneration policies are negatively characterised by the unresolved tariff conditions of
remuneration by sectoral agreements. The tariff conditions provided by some sectoral agreements
do not facilitate the objective differentiation of wages.

Furthermore, the limited practice of implementing employee participation in the distribution of
profits, social packages, and social insurance programmes hinders the development of social part-
nerships and the implementation of effective social policy. The lack of social partners’ commitment
to ensuring gender equality in labour remuneration also prevents the creation of a democratic so-
ciety and equal opportunities for all.

Moreover, the research showed that the negotiation process in the public sector of the economy
can be conducted only in the direction of the distribution of allocated budget funds. To an extent, this
explains the clustering of the studied public organisations in terms of the DSPRLR and indicates
the illusory nature of collective agreements and the reduction of the potential of social partnership.

Finally, the study results revealed the best practices of collective bargaining in the public sector,
which should be studied by policymakers and social partners and implemented during collective
bargaining and the signing of sectoral agreements.
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Introduction

A socially responsible approach to entrepreneurship is a typical feature of most market economy
countries with developed civil society and democratic traditions. The practice of introducing cor-
porate social responsibility (CSR) in the activities of these enterprises in such countries is formed
under the influence of current legislation, primarily in the environmental and social spheres, as
well as of international or non-governmental organisations that determine the principles of social
responsibility in business. In Ukraine, this process has recently intensified since the signing of the
Association Agreement with the EU(2014), and is characterised by the improvement of CSR’s rel-
evant legal and institutional support. The Constitution of Ukraine forms the basis of the regulatory
and legal support of the social responsibility of enterprises in the country, and defines the require-
ments of respect for human rights and freedoms, labour relations, and the environment. The bases
of the economic, social, and environmental components of the sustainable development of enter-
prises are laws, codes and regulations, national strategies and programmes aimed at supporting
and developing business in Ukraine, international and national standards that define the principles
and approaches to social responsibility in the business sphere, as well as legislative and special
documents of a strategic nature in the field of CSR (Laws of Ukraine ‘On Public-Private Partnership’
(Law of Ukraine Ne 2404-VI of 1 July, 2010), ‘On Social Dialogue in Ukraine’ (Law of Ukraine Ne
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2862-VI of 23 December, 2010), etc.). It could confidently be stated that Ukrainian legislation al-
ready covers the areas of human rights, social and labour relations, environmental protection, infor-
mation and advertising, fiscal policy, and anti-corruption activities — all of which are in line with the
principles of the UN Global Compact. However, despite the relevance and timeliness, a separate
law on CSR does not yet exist.

On 1%t January, 2018, an amendment to Ukrainian law (‘On Accounting and Financial Reporting
in Ukraine’ and ‘On Improving Certain Provisions’, dated October 5, 2017 Ne 2164-VIII) came into
force. This introduced the concept of CSR and made the submission of management reports man-
datory for enterprises through a document containing financial and non-financial information that
characterises the state and prospects of enterprises, and reveals the main risks and uncertainties
of its activities (Law of Ukraine Ne 2164-VIII of 5 October, 2019). Article 11 of this law provides the
submission of management reports along with (consolidated) financial statements. This normative
document is mostly focused on larger enterprises, as it exempts micro and small enterprises from
submitting any such reports, and medium-sized enterprises have the right to leave their non-finan-
cial information undisclosed in their management reports. Therefore, it is important to find reliable
sources of information and indicators through which an enterprise’s level of social responsibility
can be accurately assessed. The monitoring of the results of such activities — i.e., the systematic
monitoring, diagnosis, audit, and forecast of the economic, social, and environmental results of
the enterprise in the context of their compliance with the sustainable development of the global
economy, national policy documents, international reporting standards, and societal expectations
—is a vital component of CSR.

The orientation of social responsibility may be represented, from the point of view of the impact
of the company’s activities, in the form of several levels: intra-corporate (responsibility to staff and
shareholders), market (responsibility to partners and consumers), public (responsibility to the state
and local communities), and global (responsibility before the world community). Most often, a more
comprehensive approach is used, highlighting two main vectors of the development of socially re-
sponsible activities: internal and external.

The internal form of CSR implementation is expressed in the socially responsible policies of
companies regarding their owners (i.e., shareholders) and staff. This is predominantly contained
within such frameworks as healthcare programmes, the creation of safe working conditions, staff
development, solving issues of socially responsible restructuring, and increasing the efficiency of
business management. The external form relates to companies’ social policies towards local com-
munities and other external stakeholders. It includes programmes aimed at environmental protec-
tion, the development of the local community, and the conduct of honest business practices, among
others.

On the one hand, such a division is necessary in order to understand the systemic and complex
nature of CSR, as well as to make adequate corrections to the model of interaction with stakehold-
ers implemented/used by companies. On the other hand, the selection of the mentioned forms
of social responsibility could be called conditional. Although there are tasks at each level, certain
programmes can have a dual impact vector. Traditionally, within the framework of internal CSR,
primary attention is paid to the practice of developing relations with one’s own employees. Such an
approach is not only a team concern, but is also considered a necessary condition for a company’s
long-term survival and development.

As an organisation, an enterprise is an open system, which literally means that it has free entry
and exit. Therefore, under a favourable socio-economic climate, the elements of society that con-
stitute social capital (e.g., employees, people) consider an enterprise as a potential object through
which to realise their economic interests. Both potential and actual employees have free access to
the system. In a developed civil society, its elements (e.g., people) have certain qualities, such as
the power of reason, will, and spirit, which afford them the opportunity and desire to exert influence
upon enterprises (from both within and without) on the factors that make up its internal environment
and image. A similar situation occurs with trade unions as a direct factor of the external environ-
ment. Therefore, the actions and activities of their members (who are, of course, also employ-
ees of the enterprise) may have significant internal impacts on the company, particularly in terms
of such issues as working conditions, productivity and wages, and technical and technological
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development (Ksondz et al. 2013). Indeed, this perspective allowed us to substantiate this thesis
about the connection of social responsibility to employees of enterprises and its determinism due
to external factors through internal agents. Accordingly, we sought to evaluate enterprises’ levels
of internal CSR.

The study was conducted based on enterprises in the Ukrainian food industry. The role of the
food industry is primarily determined by the country’s food security issues. Moreover, the place of
the food industry in the national economy is determined by the following factors: it is among the
TOP-5 most important industries of Ukraine and fully meets the needs of the inner market of food
products. According to the State Statistics Service of Ukraine (2020) in terms of sales, it ranks
first in industry — it accounted for 21.4% of sales of industrial products of Ukrainian enterprises in
2019, 12.5% of capital investment, and, in 2018, 3.7% of gross value added sales (State Statistics
Service of Ukraine, 2019).

CSR in Ukraine is still undergoing a difficult period in its formation. There are no clear legislative
requirements regarding the publication of non-financial reporting and motivational programmes that
stimulate its preparation. According to research from the Centre for CSR Development Ukraine,
among the TOP-100 list of the largest taxpayers in 2019, only 6 Ukrainian companies published
non-financial reports on their official websites. As non-financial reports of Ukrainian enterprises
were largely absent, we instead sought to measure CSR levels through calculating and interpret-
ing financial and economic indicators. The advantages of using such indicators are as follows: 1)
systematic calculation in the course of accounting and evaluation of the economic activity does not
require additional time and money; 2) versatility, i.e., the characteristics of CSR in different direc-
tions and areas of responsibility; 3) the absence of inconsistent indicators, i.e., being in an inverse
relationship in order to avoid counterbalances.

This study can have important practical contributions. For instance, the quantitative assess-
ment of internal social responsibility is based on financial statements, which companies routinely
publish anyway. The study creates additional opportunities for stakeholders to assess the current
and dynamic level of internal CSR, as well as to predict the development of CSR for Ukrainian food
companies. After all, we argue that it is both necessary and possible to quantify social responsibility
indirectly through the use of traditional financial and economic indicators, the calculation of which
is common for all businesses without exception.

The remainder of the paper is structured as follows. First, the literature related to measuring
CSR is reviewed. This review contains different methods of social responsibility research, both ex-
ternal and internal. Second, the research methods are described, including data collection and the
proposed social responsibility metrics. Third, the empirical results and their relevant descriptions
are presented. Last, the study’s limitations and conclusions are discussed.

Literature review

The assessment of CSR is a time-consuming process, as this phenomenon affects many dif-
ferent aspects. This is due to the specific nature of the subject of evaluation, the ability to select
and calculate the performance indicators, and different methods of evaluation, among other fac-
tors. The complexity of such an assessment is amplified by such elements as the influence of
subjective factors, the diversity and incomparability of moral, ethical and economic parameters,
and the degree of satisfaction of different stakeholders. The lack of open information about the
company’s social activities (except for companies that publish social reports that are necessary for
signatories of the UN Global Compact and those who want to be competitive in the world market)
is also a problem that, in turn, limits the possibilities of its evaluation by stakeholders. This problem
also applies to Ukraine. The existing financial statements of Ukrainian companies do not provide
a standard form that reflect the achieved level of social responsibility. However, at the same time,
a wide range of subjects of social-economic relations are interested in this kind of assessment.
Assessing CSR levels allows for the current states of companies to be influenced, for decisions and
directions to be made or changed, for the impact on key parameters to be predicted, and for further
developmental plans to be made. Moreover, there is evidence in the literature that the results of
social activities and a company’s performance are interlinked. Wu and Shen (2013), analysing data
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from 162 banking institutions from 22 countries, showed a positive relationship between the CSR
level and the financial performance of banks. Furthermore, studies have shown a close relationship
between social and financial performance of corporations (Simpson and Kohers, 2002). Dividing
CSR into five dimensions, Inoue and Lee (2011) showed that all five had a positive, but different,
financial effect. The relationship between social responsibility and financial performance in the
Turkish banking sector was evidenced by Yilmaz (2012). Further, Peloza (2009) provided a good
review of the academic and practical literature on the link between CSR and financial performance.
Moreover, Luo et al. (2015) revealed the basic information mechanism of the link between corpo-
rate social and financial efficiency, emphasising the role of the analysts. Additionally, Ming-Te Lee
(2020) explored the relationship between CSR and inefficient investment among Taiwanese firms
in the emerging Asian market.

However, there is also evidence to support a negative relationship between social spending and
business performance (Boyle et al. 1997; Wright and Ferris 1997).

In general, the theory and practice of CSR have accumulated an extremely large quantity of as-
sessment models and methods. For instance, Kanji and Agrawal (2016) singled out a group of the
generic models of CSR. According to the mentioned authors, it includes:

— Ackerman’s Model (Ackerman and Bauer 1976);

— The Pyramid Model of CSR (Carroll 1991; Pinkston and Carroll 1996);

— The Intersecting Circles Model of CSR (Schwartz and Carroll 2003);

— The Concentric Circles Model of CSR (Committee for Economic Development 1971);
— 3C-SR Model (Meehan, Meehan and Richards 2006);

— Liberal Model (Friedman 1971);

— Stakeholder Model (Freeman 1984).

Kanji and Agrawal (2016) also indicated two models used in India: the Ethical Model and the
Statist Model. The listed approaches assume that it is mandatory for enterprises to understand
ways to improve their social existence — especially their social recognition. Accordingly, stakehold-
ers must be convinced that businesses are proactively addressing issues of concern to society, be
they social or any other risks they may pose.

In addition to those listed above, Visagie, Sibanda and Coetzee’s (2019) comprehensive re-
view characterised the Agency Theory, the Shareholder Theory, the Stewardship Theory, the
Triple Bottom Line, the Sustainable Development Model, the DNA of CSR 2.0, the Practitioner-
Based Model of Societal Responsibilities, the Value Creation Model of CSR, and Consumer-Driven
Corporate Responsibility. Generalising, we can sum up that all these theories and models define
the purpose of business as serving society by providing safe, high-quality products and services
that enhance our well-being without destroying our ecological and social life support systems.

There have been proposals to use the CSR maturity model, which is based on progression
models of CSR, as well as the organisational maturity concept derived from the capability maturity
model. The CSR maturity model framework consists of three perspectives: the CSR process matu-
rity, the CSR formal maturity, and the CSR developmental maturity. These perspectives refer to the
processes, values and underlying assumptions of the CSR activities of enterprises (Witek-Crabb
2019).

Within the literature, the stage theory model is of particular interest. For example, Carlisle and
Faulkner (2004) proposed the developmental stage theory model, which may be indicative of the
progression from awareness to cultural embedding in the context of CSR more generally:

Stage 1: Developing awareness (senior managers become aware of issues/policies are devel-
oped/policies are linked to mission statements);

Stage 2: Promoting awareness (promote awareness of issues and image/appoint someone to
oversee policy/publish reports);

Stage 3: Initial implementation (develop and publish quantifiable measures/offer abstract guid-
ance to departments on operation of policy/circulate reports more widely and involve stakeholders);

Stage 4: Mainstreaming (implement concrete procedures for departments to follow/monitor per-
formance in accordance with quantifiable measures/take appropriate actions to ensure effective
policy operation).
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‘In this process, structural changes coupled with the implementation of increasingly effective
practices and procedures to promote ethical behaviour in particular areas can lead ultimately to
a more ethical corporate culture. In noting the areas covered by CSR policies, our research also
suggests that many companies start out with a relatively narrow concept of ethical requirements,
which broadens out to encompass additional areas of ethical concern’ (Carlisle & Faulkner, 2004).

A similar approach was used by Harrysson, Schoder and Tavakoli (2016), who investigated the
evolution of organisational approaches to social technologies, which appeared to move through
three phases of use: 1) try-outs; 2) collaboration and knowledge work; and 3) strategic insights.

Accordingly, the above studies have covered different methods of evaluating CSR levels (through
content analysis, surveys, reputational measures, one-dimensional indicators, ethical rating).

Studying the problem of social responsibility, S. Prakash Sethi’'s 1974 book, The unstable
ground: Corporate social policy in a dynamic society, identified 4 approaches (or methods) to as-
sess the CSR of an enterprise (Sethi et al. 1974). The first method was to use social indicators,
including determining living standards by calculating the quantitative indicators and assessing the
impact of a corporation’s social activities on this index (using such indicators as occupational health
and healthcare). The second method was to develop a system that included an estimate of the cost
of social programmes, their implementation, as well as an assessment of their effectiveness. The
third approach involved conducting an assessment through the preparation of a so-called social
report, which presented the balance between the benefits for employees, customers, suppliers,
communities, and others and the social costs of an enterprise to create these benefits. The fourth
method involved ranking companies according to the level of social responsibility implementation.
The first three approaches allow us to assess each component of social responsibility separately,
but do not provide an opportunity to evaluate its overall level or compare companies according to
this indicator. The above-mentioned raking method is used for this purpose. However, competitions
and ratings should be as transparent and open as possible, and their organisation and conduct
should be professional, responsible, and sustainable (authority, reputation, independence, etc.)
(Sethi et al. 1974).

Another way to determine the effectiveness of CSR is to use the interview method. For example,
Lozano (2015) applied this approach for identifying internal and external drivers of social respon-
sibility. Madueno et al. (2016), studying the impact of social responsibility on the level of competi-
tiveness of Spanish small and medium-sized enterprises, combined the interview method with the
statistical analysis of the obtained data. Thus, the researchers found that the development of CSR
practices helps to increase competitiveness both directly and indirectly through the company’s abil-
ity to manage its stakeholders.

Akin and Yilmaz (2016) used content analysis to investigate the link between CSR disclosure
and the corporate management characteristics of banks. Moreover, researchers have occasion-
ally used the non-financial reporting of enterprises to assess the level of social responsibility (e.g.
Glebova et al. 2013).

A popular assessment method is including companies to an appropriate rating system based
on compliance to certain criteria. These criteria assess the socially-responsible behaviour of en-
terprises in relation to the society. Indeed, Jankalova (2016) provided an overview of such indices
and models used in the business environment, focusing on the sustainability indices. These ratings
have become so important that many large enterprises hire in-house professionals and teams to
monitor and communicate their social performance (Marquez and Fombrun 2005).

A further aspect to be considered is the objectivity of the assessment of CSR. As has been
presented in some research, managers of socially-responsible firms conduct CSR activities with
the real objective of building corporate citizenship and concealing actual business performance
through discretionary accruals, resulting in damaged stakeholders’ interests (Mutuc et al. 2020).

Itis also worth mentioning a number of studies on CSR levels in Ukrainian enterprises. Although
the understanding of the importance of this business aspect lags behind that of more developed
countries, progress is certainly being made. This can partly be explained by the need to enter the
markets of developed countries and, accordingly, to adapt the best practices of social responsi-
bility. This has been confirmed by, in particular, Levkivska and Leykovych’s (2017) study of CSR
in agriculture of Ukraine. The authors considered the following aspects: The understanding and
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implementation of CSR by agricultural enterprises, as well as the factors that motivate enterprises
to provide CSR. Their study detected a low level of understanding of the concept of CSR. Indeed,
most businesses operate on CSR irregularly, and there appears to be a lack of programmes or
budgeting for social activities. The study also showed that the main factors contributing to the
development of CSR can be tax reduction, changes in legislation, public opinion, personal ex-
perience, and positive consequences. One method for assessing the levels of CSR in Ukrainian
enterprises in the tourism sector was described by Kubareva et al. (2018). The authors suggested
assessing social responsibility based on a balanced scorecard (BSC approach), using the following
parameters:

Number of tourists’ positive reviews;

— A metric calculated using a combination of the number of average daily visitors to official sites,
as well as the number of views over a particular month;
— The level of trust of business partners (travel agencies) in tourist enterprises (calculated as

a percentage);

— The number of concluded deals with hotels and air carriers that adhere to the principles of CSR;

— A questionnaire comprising questions about the level of job satisfaction of employees with work-
ing conditions based on a 5-item Likert 5-item (calculated as a percentage);

— The number of CSR development programmes with staff participation;

— The Transparency Corporate Reporting Index (calculated as a percentage);

— The number of social projects aimed at developing the local community and society in a particu-
lar year;

— The number of franchises (Kubareva et al. 2018).

In addition, the authors identified four groups of stakeholders (consumers, business communi-
ties, employees, and society), and discovered that the indicators for ‘society’ and ‘employees’ sig-
nificantly impacted the number of franchises (but found no such impact for ‘business communities’
and ‘consumers’).

These methods have predominantly been used to externally assess the level of CSR. Indeed,
surveys have been conducted on entrepreneurs and top managers of large companies. Moreover,
data from public reports/sites have been analysed through market performance indicators, CSR
projects, various socially oriented activities/actions, comparing the performance indicators of indi-
vidual enterprises with each other, and using national-level data on the economy or sector level.
However, it is important to remember that the social responsibility of each business entity is realised
both in the internal and external environments. Moreover, both external and internal CSR measures
have an equally positive effect on the accumulation of intangible resources of the enterprise and on
the growth of the market value (Hawn and loannou 2015). That is, social responsibility should be
assessed not only as the company’s responsibility to society, but also to its employees. Accordingly,
internal social responsibility includes a business’ activities in relation to its own employees — eve-
rything related to the development of human resources in the enterprise. On the one hand, the
employees are stakeholders of an enterprise, but, on the other, they are also its main source of
productivity and efficiency, and the most vital resources in the firm’s management. Accordingly, the
study of the internal component of CSR (i.e., interactions with staff) is highly relevant.

Certain studies within the literature have already been working in this direction. For example,
Witek-Crabb (2019) classified all CSR determinants as external or internal. Moreover, ‘level of CSR
commitment also depends on the pressure of the employees on issues related to employment
conditions, safety standards and employment stability’. Longo et al. (2005) examined a number
of employee-related issues as indicators of CSP, including ‘employees’ health and safety at work,
development of workers’ skills, wellbeing and satisfaction of workers, quality of work, and social
equity. It should be noted here that the factor ‘employee satisfaction’ has been criticised by some
researchers. For instance, Wood (2010) argued that ‘measures of employee satisfaction have oc-
casionally been used as a surrogate for CSP, but there is no reason to believe that this is a valid or
reliable CSP measure’.

Obeidat (2016) found a significant positive impact of CSR (both internal and external) and em-
ployee engagement on organisational effectiveness. The basis for data collection and analysis is
a field study in which respondents answer proposed questions. Moreover, the level of employee
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engagement is also assessed on the basis of interviews — a concept is borrowed from (Ferreira and
De Oliveira 2014).

Further studies have focused on internal CSR research. Van Buren (2005) proposed a signifi-
cant revision of the CSP model to focus on employee concerns. Corley et al. (2001) offered evi-
dence that the actions of public affairs managers can have unintended consequences for internal
stakeholders — primarily employees. However, it should be noted that some works have studied
only one enterprises (e.g. Fedotova and Plekan 2017), whereas others have provided proposals
which lack practical verification (e.g. Dziuba and Ziuzina 2012). Accordingly, in light of the above
review, it seems clear that the degree of research on the impact of social capital on business per-
formance is currently insufficient. The importance of this impact remains underestimated despite its
key importance in the current conditions of Ukraine’s economic development due to its significant
adaptability and relatively low cost.

The current study differs from others in that it focuses on assessing internal CSR — that is,
a company’s responsibility to its employees. For this purpose, we deemed it pertinent to use the
financial statements of the enterprises under investigation. It has been widely established that most
of the existing approaches to evaluation have been based on the use of non-financial information.
We believe that the proposed method complements the existing ones and allows us to examine the
phenomenon from a slightly different angle, thereby allowing a more comprehensive evaluation.
Furthermore, we would argue that companies’ financial performance affects their attitudes towards
employee management, not vice versa. Such ideas have been confirmed within the literature (e.g.
Peloza 2009). Firstly, the implementation of internal CSR measures according to certain perspec-
tives requires an assessment of the intermediate results. Practitioners need CSR assessment
tools that are simple and non-time-consuming. Secondly, the collection and use of non-financial
data requires considerable effort and resources, but within and without the companies themselves.
Additionally, this kind of activity is not typical for companies. Thirdly, financial indicators are the re-
sult of team activities for a certain period and, based on them, conclusions can be drawn about cer-
tain aspects of social responsibility to employees. Fourthly, the profitability and value of Ukrainian
enterprises increasingly depend not only on their efforts at the production, economic, and market
levels, but also on their activities and practical achievements in the field of social responsibility. The
approach suggested in this article can thus serve these aims.

The main purpose of the suggested approach is to determine the effectiveness of CSR by com-
paring the benefits and costs, reducing and preventing environmental risks, creating a database to
inform stakeholders in the context of meeting their interests, facilitating CSR decision making, as
well as improving enterprises’ image and reputation.

Data and methods

Due to the impossibility of creating a single framework complete with full information, research
on social responsibility has tended to use a variety of different methods. Accordingly, we opted to
apply a multi-case study approach as our research design. This method is suitable for the purpose
of comparing and replicating findings due to the approach’s ability to produce more compelling and
robust evidence, particularly when compared to a single-case study method (Yin 2017).

We chose five Ukrainian enterprises in five regions in order to yield different findings. However,
these enterprises were chosen according to their similarities (the same type of economic activity,
namely food industry and beverage production) to retrieve research from identical institutional set-
ups. During the selection process, the last point to consider was the CSR information published by
these different enterprises. Indeed, we sought to cover enterprises independently of the fullness or
existence of their CSR reports. The characteristics of the selected entities are provided in Table 1.
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Table 1. Characteristics of enterprises for the analytical assessment of social responsibility

employees, persons

Characteristic Private JSC Private JSC pPJSC qudelis PJSC Chernivtsi Private JSC VO
Obolon Volyn Holding Ukraine Bakery Odessa Cannery
Location Kyiv Volyn region Sumy region Chernivtsi region Odessa
Share capital 32,5612.7 100 1,883.3 1,027.5 56,950.2
Average number of 2,624 754 1,108 598 800

The main activities

Production of

Production of

Production of

Production of

Processing and

beer and soft spices and cocoa, chocolate, | bread and bakery canning of fruits
drinks seasonings and sugar products and vegetables
confectionery

Assets, thousand UAH 6,881,460 641,095 3,277,901 104,517 237,371
Net income from sales of 4,963,232 1,315,898 4,801,280 186,210 348,366
products (goods, works,
services), thousand UAH
Public information about Full Full Partial Weak Weak

CSR activity

Source: ‘YouControl’' (2019).

It seems reasonable to provide an additional explanation regarding the characteristics — public
information about CSR activity. We defined the following indicators: website presence, press and
website information about CSR, investing in social programmes, and the presence of non-financial
reports. The presented enterprises were chosen by differentiated involvement (for additional infor-
mation, see Table 2).

Table 2. Public information about enterprises’ CSR activity

. Website Information about CSR on Investing in social Non-financial
Enterprises ;
presence the website and press programmes reports presence
Private JSC Obolon - + +
Private JSC Volyn Holding + + + +
PJSC Mondelis Ukraine + + + —
PJSC Chernivtsi Bakery + - - _
Private JSC VO Odessa Cannery + - — _

Source: collected by the authors from enterprises’ websites.

Staff members are an enterprise’s primary stakeholders. When added value is created, relations
between management levels arise in accordance with the functional duties of employees. While
there seems to be no direct connection between the indicators, this is not to say that this would
not be possible indirectly. The indicators to assess the level of internal social responsibility with the
feasibility substantiation of their application are presented in Table 3.

We determined the reference indicators for Ukrainian food enterprises in order to make our
calculations. In particular, as a basis for determining the reference values of the gross income ratio
(considering the inflation index), we took the industry average indicators from official statistics for
the share of intangible assets, labour productivity, the level of contributions to social activities, aver-
age wages, and debt ratio to employees. As for other indicators, the reference was chosen based
on the Western practices of countries with socially-oriented economies. The share of managers
was determined by using the Greykunas-formula (Zelinskyj 2015). Furthermore, we determined the
reference ratio of management wages to the wages of all staff based on the differentiation of wages
in the range of 4.5-5.5. This ration serves to stimulate the top management to develop professional
skills, but is intended to avoid creating tensions within working teams. Accordingly, the reference
values of management wages and the values of management wage costs were similarly calcu-
lated. Typically, labour cost percentages average 25% to 35% of gross sales. Appropriate percent-
ages vary by industry, but manufacturers tend to try to keep the figure below 35% (Adkins 2019).
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Table 3. Indicators and methods of their calculation to assess the social responsibility of the enterprise (on the
example of stuff)

No. Indicator Calculation formula Feasibility substantiation of indicators using

1. Gross income Gross profit/ Sales | The increase in gross income ratio is due to the greater trust of
ratio income consumers on the one hand and the coordinated work of the team in

the direction of reducing costs on the other. This serves as evidence for
employees’ loyalty as main stakeholders.

2. Share of Intangible assets/ The increase in the value of this indicator shows an increase in
intangible assets, | Assets*100% ‘intellectual’ assets, and consequently, an increase in the value of the
% enterprise. This distinguishes the company on the positive side, because

the intangible assets are mostly created by highly-qualified professionals.
Moreover, having a larger share of such employees increases growth
opportunities for other staff members, making such enterprises more
competitive in the long run. This also increases the level of employee
optimism.

3. Labour Sales income/ Using this indicator is important because employee incentives are one of
productivity per Wages fund the most effective ways of increasing the profitability of an enterprise. This
wages fund contributes to the formation of a positive attitude to the enterprise through

the creation of additional jobs and the emergence of a social effect.

4. The average level | Social activities Enterprises that conduct their economic activities, bearing in mind the
of contributions expenses/ The issues of social responsibility and partnership, have a more positive image
to social activities | average number of | in society. Accordingly, working at the enterprise is an important value for
per employee, employees employees.
currency units per
person

5. The average Wage expenses/ The level of wages, especially in Ukraine, is highly important for assessing
level of wages on | The average the enterprise’s responsibility on the part of employees.
the enterprise, number of
currency units per | employees
person

6. Debt ratio to Current accounts The decrease in this indicator shows an increase in the responsibility of
employees payable for wages/ | the management to employees and enhances employee loyalty to the

Wage costs company. It also increases employee motivation and adds to the interest
in positive results.

7. Management Management The level of wages of management should be commensurate with their
wages, currency wage costs/ functional responsibilities and to the level of wages of employees. In
units per person Average number of | addition, this indicator should be not only economically, but also socially,

managers justified.

8. Share of Number of This indicator, similar to the previous one, is also able to distinguish
managers, % managers/ a positive or negative image of the enterprise for the main stakeholders

Average number of | (employees) depending on its value. In addition, it must be justified.
employees * 100%

9. The share of Wage costs/ Total An increase in this indicator shows a rise in the complexity of production
wage costs in costs on one hand, but may also indicate an increase in intellectual labour.
total costs However, the growing influence of both factors lead to increasing

employee attention for social responsibility.

10. Management Management wage | The assessment of this indicator should be conducted in combination with
wage costs from costs/ Total costs the previous indicator. That is, the increase or decrease of the share must
general expenses be proportional.

11. The ratio of Management An increase in this indicator shows an increase in the gap between the
management wages/ Wages levels of wages on the enterprise, deepens disparities, and complicates
wages to the throughout the the coordination of interests. In addition, this situation worsens the
wages of all staff enterprise atmosphere at the enterprise, and negatively affects the level of

motivation and interest in the final results.

Source: authors’ own proposal.

As noted above, mutually-inverse and conflicting indicators need to be avoided. The share of
the managers, the debt ratio to employees, and management wage costs from general expenses
showed an inverse impact to internal social responsibility. In this case, we used reference values as
numerators in order to change the relation type to direct. Additional explanations are required for the
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indicators on the average level of contributions to social activities per employee, the average level
of wages, and management wages. Their values were changed by years. In this case, reference
values were used as denominators in order to provide comparativeness by years. Furthermore, we
estimated the ratio of management wages to the wages of all staff and the share of wage costs at
intervals using MS Excel’s ‘IF’ function. This meant that, if mentioned indicators were in references
values, the value would be 1, and otherwise 0.5. Further to the numeral material, we included the
letter indicators: If the value of the calculated indicator corresponded to (or was higher than) the ref-
erence indicator, we marked the letter ‘P’; if the value of the calculated indicator did not correspond
to (or was lower than) the reference indicator, we marked the letter ‘N’. When calculating the multi-
ple coefficient, we used the product of the coefficients by using the natural logarithm. We decided
to use the LN function in Excel for the multiplication of coefficients in order to reduce the impact
of different kinds of data and establish estimation for unusual observations. The primary limitation
regarding the use of the proposes indicators related to not including the multiple coefficient calcula-
tion in the absence of current data, meaning that the quantity of indicators could change. We also
added some limitations regarding gross income ratio. Thus, if this indicator was less than zero, it
was not considered when calculating the multiple coefficient due to its being economically illogical.

Results and discussions

We performed analytical calculations of the indicators for the indirect assessment of social re-
sponsibility of enterprises. The calculations and analytical studies of Private JSC Obolon, the sig-
natory of the global agreement with appropriate actions in the direction of social responsibility, are
presented in Table 4.

Table 4. Analytical assessment of internal social responsibility for Private JSC Obolon

Indicator 2013 2014 2015 2016 2017 20131‘;":?'200”13
Gross income ratio 0.05 -0.18 -0.11 0.05 0.04 -0.01
Share of intangible assets, % 0.675 1.141 0.966 0.477 0.121 -0.55
Labour productivity per wages fund 10.31 10.73 13.05 11.15 11.08 0.77
The average level of contributions to social 24.0 31.64 30.90 23.68 36.53 11.63
activities per employee, thousand UAH
The average level of wages on the enterprise, 70.4 89.3 87.5 111.7 172.2 101.8
thousand UAH
Debt ratio to employees 0.04 0.04 0.03 0.04 0.11 0.07
Share of managers, % 0.24 0.48 0.5 0.46 0.5 0.26
Management wage costs from general expenses 0.002 0.004 0.004 0.004 0.003 0.001
Management wages, thousand UAH 556.9 716.1 863.6 930.2 1,190.0 633.1
The ratio of management wages to the wages of 7.91 8.02 9.87 8.33 6.91 -1.00
all staff
The share of wage costs in total costs 0.11 0.10 0.08 0.09 0.09 -0.02

Source: calculated by the authors based on the official reports of Private JSC Obolon.

The gross income ratio of the enterprise was negative between 2014-2015, which indicates
a period of crisis. The decrease in the share of intangible assets was negative, thus suggesting
a lack of attention to intellectual capital. At the same time, the growth of labour productivity per
wages fund (except for 2015 due to the growth rate of prices outpacing wage growth) evidenced
an increase in the level of internal social responsibility. The level of management wages grew at
a slower pace than the enterprise’s average level of wages, which led to the reduction of the gap
between salary levels from 7.91 to 6.91, despite the fact that the share of managers remained un-
changed. More positively, the share of wage costs declined, thus indicating a reduction in manual
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labour costs. In general, the reporting indicators of Obolon Private JSC showed a significant level
of attention paid to the principles of social responsibility to employees.

Private JSC Volyn Holding was profitable during 2013-2017. However, the company had a very
low share of intangible assets, which declined over the previous five years (Table 5).

Table 5. Analytical assessment of internal social responsibility for Private JSC Volyn Holding

i Deviation

Indicator 2013 2014 2015 2016 2017 2017 to 2013
Gross income ratio 0.05 0.05 0.04 0.07 0.07 0.02
Share of intangible assets, % 0.008 0.004 0.003 0.002 0.003 —0.005
Labour productivity per wages fund 22.85 25.12 30.51 31.45 21.16 -1.70
The average level of contributions to social 14.81 16.01 18.33 11.79 17.02 221
activities per employee, thousand UAH
The average level of wages on the enterprise, 39.5 39.3 50.8 54.8 82.5 43
thousand UAH
Debt ratio to employees 0.002 0.002 0.001 0.001 0.002 -
Share of managers, % 1.8 1.7 2 1.8 2.1 0.3
Management wage costs from general 0.007 0.007 0.005 0.005 0.008 0.001
expenses
Management wages, thousand UAH 348.3 370.6 387.5 409.9 624.1 275.8
The ratio of management wages to the wages 8.82 9.43 7.63 7.48 7.57 -1.25
of all staff
The share of wage costs in total costs 0.05 0.04 0.03 0.03 0.05 0.00

Source: calculated by the authors based on the official reports of Private JSC Volyn Holding.

Private JSC Volyn Holding had a high level of labour productivity per wages fund. At the same
time, the level of contributions to social activities indicated a low salary when compared to Private
JSC Obolon. However, on a positive note, the company had a small level of debt to employees. The
share of managers increased between 2013-2017 and amounted to 2.12% of the total number of
employees. Accordingly, the cost of management wages increased. Although the ratio of manage-
ment wages to the wages of all staff decreased in 2017 (as compared to 2013), they increased in
the same year compared to 2016, which deepened the differentiation in employee incomes.

Between 2013-2017, PJSC Mondelis Ukraine was profitable, as evidenced by the gross income
ratio (Table 6). The share of intangible assets was low — which could be taken as negative — which
indicates a lack of attention paid to the enterprise’s intellectual capital. In contrast, and more posi-
tively, the company had a relatively high level of labour productivity. At the same time, the average
level of contributions to social activities per employee was much higher than in the previous com-
pany, which reflects a much higher level of wages. Low debt to employees could be taken as proof
for a responsible attitude towards employees.

It should be noted that the share of managers had a steady downward trend. Accordingly, the
share of management wage cost decreased, although the management wages increased. This
combination of indicators may indicate that the company increased its management efficiency. It
could also be indicative of more effective team communication, reduced tension, and greater staff
cohesion — all of which are signs of an appropriate level of internal CSR.
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Table 6. Analytical assessment of internal social responsibility for PJSC Mondelis Ukraine

Indicator 2013 2014 2015 2016 2017 | Deviation 2017
to 2013

Gross income ratio 0.08 0.07 0.07 0.02 0.06 —-0.02
Share of intangible assets, % 0.064 0.071 0.076 0.115 0.073 0.01
Labour productivity per wages fund 20.54 22.21 20.10 17.72 22.38 1.84
The average level of contributions to 30.33 33.21 34.75 27.65 32.56 2.23
social activities per employee, thousand
UAH
The average level of wages on the 122.3 134.9 153.6 185.5 193.7 71.4
enterprise, thousand UAH
Debt ratio to employees 0.016 0.020 0.013 0.020 0.026 0.01
Share of managers, % 15 1.4 1.9 14 0.9 -0.6
Management wage costs from general 0.008 0.008 0.012 0.007 0.004 -
expenses
Management wages, thousand UAH 1,004.3 1,386.8 1,582.1 1,640.7 1,730.0 725.7
The ratio of management wages to the 8.21 10.28 10.30 8.84 8.93 0.72
wages of all staff
The share of wage costs in total costs 0.06 0.05 0.06 0.06 0.05 -0.01

Source: calculated by the authors based on the official reports of PJSC Mondelis Ukraine.

At PJSC Chernivtsi Bakery, the five-year study period saw a significant reduction in the gross
income ratio (by 0.18), which is a signal of the need for systemic action (Table 7).

Table 7. Analytical assessment of internal social responsibility for PISC Chernivtsi Bakery’

Deviation
Indicator 2013 2014 2015 2016 2017 2017 to
2013

Gross income ratio 0.19 0.22 0.17 0.02 0.01 -0.18
Share of intangible assets, % 0.004 0.001 0 0.092 0.076 0.07
Labour productivity per wages fund 7.90 7.03 9.64 6.22 4.64 -3.27
The average level of contributions to social 11.09 12.08 15.20 11.68 13.41 2.33
activities per employee, thousand UAH
The average level of wages on the enterprise, 31.4 34.1 41.2 58.2 67.2 35.8
thousand UAH
Debt ratio to employees 0.052 0.054 0.051 0.060 0.053 -
Share of managers, % 2.7 3.01 3.7 3.6 3.2 0.5
Management wage costs from general expenses 0.017 0.017 0.012 0.018 0.022 0.00
Management wages, thousand UAH 160.6 153.6 153.7 167.6 201.8 41.2
The ratio of management wages to the wages of 5.12 4.52 3.73 2.88 3.01 -2.12
all staff
The share of wage costs in total costs 0.13 0.13 0.09 0.17 0.23 0.10

Source: calculated by the authors based on the official reports of PJSC Chernivtsi Bakery.

The share of intangible assets of PJSC Chernivtsi Bakery increased slightly in 2017, but re-
mained low (0.076% of total assets). The enterprise’s labour productivity decreased significantly
(by 3.27 in 2017 compared to 2013). Contributions to social activities per employee increased
slightly. The average level of wages on the enterprise increased by UAH 35,800 over the study pe-
riod, and the management wages by UAH 41,200. The ratio of management wages to the wages of
all staff decreased by 2.12, and amounted to 3.01. The share of wage costs increased significantly
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(by 0.1). The decrease in gross income and labour productivity indicated the existing problems at
the enterprise. Accordingly, at such an enterprise, the issue of CSR was afforded little attention.

The gross income ratio of PJSC VO Odessa Cannery increased by 0.04 between 2013-2017
(Table 8).

Table 8. Analytical assessment of internal social responsibility for PJISC Odessa Cannery

i Deviation

Indicator 2013 2014 2015 2016 2017 2017 to 2013
Gross income ratio 0.11 0.11 0.08 0.10 0.15 0.04
Share of intangible assets, % 0.015 0.014 0.015 0.009 0.051 0.04
Labour productivity per wages fund 10.57 10.73 14.24 11.83 7.51 -3.06
The average level of contributions to social 10.95 11.95 12.49 9.12 12.70 1.74
activities per employee, thousand UAH
The average level of wages on the enterprise, 30.1 32.5 33.8 42.1 58.0 27.9
thousand UAH
Debt ratio to employees 0.023 0.024 0.021 0.019 0.018 —0.005
Share of managers, % 1.8 1.8 2.1 2.3 2.3 0.5
Management wage costs from general 0.009 0.009 0.008 0.010 0.012 0.003
expenses
Management wages, thousand UAH 161.0 173.2 183.8 209.5 234.2 73.2
The ratio of management wages to the wages 5.35 5.32 5.43 4.98 4.04 -1.31
of all staff
The share of wage costs in total costs 0.10 0.09 0.07 0.09 0.13 0.03

Source: calculated by the authors based on the official reports of PIJSC Odessa Cannery.

The share of intangible assets was not significant, but increased significantly in 2017 and
amounted to 0.051%. The company saw a reduction in labour productivity (by 3.06 in 2017 com-
pared to 2013). At the same time, the level of contributions to social activities was reflective of a low
salary at the company, despite an increase of UAH 1,740 in 2017 compared to 2013.

We observed a growth both in the average level of wages within PJISC VO Odessa Cannery (by
UAH 27,900) and in the management wages (by UAH 73,200). On the positive side, the company
reduced its debt to employees. The share of managers increased during 2013-2017 by 0.5% and
amounted to 2.3% of the total number of employees. Accordingly, the cost of management wages
increased. The ratio of management wages to the wages of all staff decreased by 1.31 in 2017
compared to 2013.

Our next step was to compare the calculated indicators for the selected enterprises with the
reference indicators in order to calculate the multiple coefficient. Based on this data, we were able
to draw conclusions regarding the development of the enterprise’s internal social responsibility. For
greater clarity, such comparisons are presented in tabular form (see Table 9).

Private JSC Obolon regularly published non-financial reports. In a somewhat negative find-
ing for the company, its multiple coefficient of internal social responsibility was found to have de-
creased. The number of indicators with the ‘P’ marker decreased from 9 in 2013 to 6 in 2017, and
those with the ‘N’ marker increased from 2 in 2013 to 5 in 2017.
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Table 9. The multiple coefficient calculation of internal social responsibility for Private JSC Obolon

Indicator Reference 2013 2014 2015 2016 2017
Gross income ratio 0.05 1.01 -3.61 -2.2 1.04 0.71
Share of intangible assets, % 0.5 1.35 2.28 1.93 0.95 0.24
Labour productivity per wages fund 10 1.03 1.07 1.30 111 111
The average level of contributions to social activities per 25 1.00 1.27 1.24 0.95 1.46
employee, thousand UAH
The average level of wages on the enterprise, thousand 35.45/ 37.8/ 1.98 2.36 1.99 2.08 2.29
UAH 43.9/ 53.8/
75.3 per year

Debt ratio to employees 0,05 1.17 1.16 1.90 1.15 0.44
Share of managers, % 1 4.11 2.08 2.00 2.18 2.00
Management wage costs from general expenses, 0,01 4.86 271 2.48 2.80 3.27
thousand UAH
Management wages, thousand UAH 177.3/ 189/ 9.92 11.82 9.96 10.38 11.44

220/ 269/

376.5 per

year

The ratio of management wages to the wages of all staff 45-55 0.5 0.5 0.5 0.5 0.5
The share of wage costs in total costs 0.25-0.35 0.5 0.5 0.5 0.5 0.5
Multiple coefficient 5.08 4.95 4.98 3.68 1.65
Total ‘P’ indicators 9 8 8 7 6
Total ‘N’ indicators 2 2 2 4 5

Source: calculated based on the authors’ suggestions.

The calculation of the indices for the analytical assessment of social responsibility of Private

JSC Volyn Holding is presented in Table 10.

Table 10. The multiple coefficient calculation of internal social responsibility for Private JSC Volyn Holding

Indicator Reference 2013 2014 2015 2016 2017
Gross income ratio 0.05 0.97 0.93 0.70 1.44 1.35
Share of intangible assets, % 0.5 0.02 0.01 0.01 0.004 0.01
Labour productivity per wages fund 10 2.29 2.51 3.05 3.15 2.12
The average level of contributions to social activities per 25 0.59 0.64 0.73 0.47 0.68
employee, thousand UAH
The average level of wages on the enterprise, thousand 35.45/ 37.8/ 1.11 1.04 1.16 1.02 1.10
UAH 43.9/ 53.8/

75.3 per year
Debt ratio to employees 0.05 31.98 21.21 81.38 43.25 31.10
Share of managers, % 1 0.56 0.60 0.50 0.55 0.47
Management wage costs from general expenses 0.01 1.37 1.46 1.96 2.17 1.24
Management wages, thousand UAH 177.3/ 189/ 5.57 5.20 5.78 5.10 5.48
220/ 269/
376.5 per year

The ratio of management wages to the wages of all staff 45-55 0.5 0.5 0.5 0.5 0.5
The share of wage costs in total costs 0.25-0,35 0.5 0.5 0.5 0.5 0.5
Multiple coefficient -0.18 -1.25 0.25 —-0.46 -1.01
Total “P” indicators 5 5 5 6 6
Total “N” indicators 6 6 6 5 5

Source: calculated based on the authors’ suggestions.
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Private JSC Volyn Holding had a negative multiple coefficient of internal social responsibility.
Between 2013-2015, the number of indicators with the ‘P’ and ‘N’ markers were 5 and 6, and 6 and
5 between 20162017, respectively. In this case, we observed a situation where the multiple coef-
ficient of internal social responsibility, assessed on the basis of the suggested indicators, slightly
differed from what the enterprise publicly declared. This could perhaps have been due to the com-
pany paying more attention to external, rather than internal, CSR.

PJSC Mondelis Ukraine had the best multiple coefficient of internal social responsibility (its
value during the studied period was stable). The number of indicators with the ‘P’ marker increased
from 7 in 2013 to 8 in 2017, and those with the ‘N’ marker decreased from 4 in 2013 to 3 in 2017
(Table 11).

Table 11. The multiple coefficient calculation of internal social responsibility for PISC Mondelis Ukraine

Indicator Reference 2013 2014 2015 2016 2017
Gross income ratio 0.05 1.58 1.36 1.45 0.50 1.16
Share of intangible assets, % 0.5 0.13 0.14 0.15 0.23 0.15
Labour productivity per wages fund 10 2.05 2.22 2.01 1.77 2.24
The average level of contributions to social activities per 25 1.21 1.33 1.39 1.11 1.30

employee, thousand UAH

The average level of wages on the enterprise, thousand 35.45/ 37.8/ 3.45 3.57 3.50 3.45 2.57

UAH 43.9/ 53.8/

75.3 per year
Debt ratio to employees 0.05 3.15 2.56 3.81 2.44 1.93
Share of managers, % 1 0.65 0.72 0.53 0.72 111
Management wage costs from general expenses 0.01 1.33 1.32 0.85 141 2.44
Management wages, thousand UAH 177.3/ 189/ 17.25 17.84 17.50 17.24 12.86

220/ 269/

376.5 per year
The ratio of management wages to the wages of all staff 45-55 0.5 0.5 0.5 0.5 0.5
The share of wage costs in total costs 0.25-0.35 0.5 0.5 0.5 0.5 0.5
Multiple coefficient 3.02 3.09 2.80 2.10 3.05
Total ‘P’ indicators 7 7 6 6 8
Total ‘N’ indicators 4 4 5 5 3

Source: calculated based on the authors’ suggestions.

This situation shows that the management of the enterprise had a balanced approach to the
implementation of policies of both external and internal social responsibility.

The calculation of indices for the analytical assessment of internal social responsibility of PJSC
Chernivtsi Bakery is presented in Table 12.

PJSC Chernivtsi Bakery's level of internal social responsibility was negative between 2013—
2017. The number of indicators with the ‘P’ marker during 2013—2016 was 2, which decreased to 1
in 2017. The number of indicators with the N marker increased from 9 in 2013 to 10 in 2017.

Private JSC VO Odessa Cannery also had a negative multiple coefficient of internal social re-
sponsibility between 2013—-2017 (Table 13). The dynamics of the expression of social responsibility
was found to be uneven.
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Table 12. The multiple coefficient calculation of internal social responsibility for PIJSC Chernivtsi Bakery

Indicator Reference 2013 2014 2015 2016 2017
Gross income ratio 0.05 3.71 4.31 3.36 0.48 0.20
Share of intangible assets, % 0.5 0.01 0.003 0 0.18 0.15
Labour productivity per wages fund 10 0.79 0.70 0.96 0.62 0.46
The average level of contributions to social activities per 25 0.44 0.48 0.61 0.47 0.54
employee, thousand UAH
The average level of wages on the enterprise, thousand 35.45/ 37.8/ 0.88 0.90 0.94 1.08 0.89
UAH 43.9/ 53.8/

75.3 per year
Debt ratio to employees 0.05 0.97 0.93 0.98 0.83 0.95
Share of managers, % 1 0.37 0.33 0.29 0.28 0.31
Management wage costs from general expenses 0,01 0.57 0.58 0.83 0.55 0.46
Management wages, thousand UAH 177.3/ 189/ 4.42 4.50 4.69 541 4.46
220/ 269/
376.5 per year

The ratio of management wages to the wages of all staff 45-55 0.5 0.5 0.5 0.5 0.5
The share of wage costs in total costs 0.25-0.35 0.5 0.5 0.5 0.5 0.5
Multiple coefficient —6.05 -7.31 —-0.68 -5.35 -6.91
Total ‘P’ indicators 2 2 2 2 1
Total ‘N’ indicators 9 9 9 9 10

Source: calculated based on the authors’ suggestions.

Table 13. The multiple coefficient calculation of internal social responsibility for Private JSC VO Odessa Cannery

Indicator Reference 2013 2014 2015 2016 2017
Gross income ratio 0.05 2.16 2.17 1.67 2.01 2.95
Share of intangible assets, % 0.5 0.03 0.03 0.03 0.02 0.10
Labour productivity per wages fund 10 1.06 1.07 1.42 1.18 0.75
The average level of contributions to social activities per 25 0.44 0.48 0.50 0.36 0.51
employee, thousand UAH
The average level of wages on the enterprise, thousand 35.45/ 37.8/ 0.85 0.86 0.77 0.78 0.77
UAH 43.9/ 53.8/

75.3 per year
Debt ratio to employees 0.05 2.16 2.09 2.42 2.69 2.74
Share of managers, % 1 0.56 0.56 0.47 0.43 0.44
Management wage costs from general expenses 0.01 1.08 1.14 1.19 1.00 0.83
Management wages, thousand UAH 177.3/ 189/ 4.24 4.30 3.85 3.91 3.85
220/ 269/
376.5 per year

The ratio of management wages to the wages of all staff 45-55 0.5 0.5 0.5 0.5 0.5
The share of wage costs in total costs 0.25-0.35 0.5 0.5 0.5 0.5 0.5
Multiple coefficient -3.34 -3.22 -3.34 -4.25 —2.45
Total ‘P’ indicators 5 5 5 5 3
Total ‘N’ indicators 6 6 6 6 8

Source: calculated based on the authors’ suggestions.

In the cases of the last two enterprises, the assessment of internal CSR coincided with the previ-
ously formed opinion. This seems to demonstrate that properly interpreted financial and economic
indicators can be used to determine social responsibility.
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Based on the calculated data, we identified a pattern of the dynamics of internal social respon-
sibility in the context of assessing financial and economic indicators (Table 14).

Table 14. Possible tendency of the internal social responsibility level (according to the multiple coefficient)

Dynamics of the multiple coefficient by years
Enterprise Tendency
2013 2014 2015 2016 2017
Private JSC ‘OBOLON’ 5.08 4.95 4.98 3.68 1.65 Decreased
Private JSC ‘Volyn Holding’ -0.18 -1.25 0.25 —-0.46 -1.01 Decreased
PJSC ‘Mondelis Ukraine’ 3.02 3.09 2.80 2.10 3.05 Stable (positive)
PJSC ‘Chernivtsi bakery’ -6.05 -7.31 -0.68 -5.35 -6.91 Uneven
Private JSC VO ‘Odessa -3.34 -3.22 -3.34 -4.25 -2.45 Stable (negative)
cannery’

Source: authors’ suggestions.

Accordingly, based on the calculated data it is possible to estimate the tendency of dynamic
change to internal CSR levels. Thus, PJSC Chernivtsi Bakery had an uneven tendency of change.
This same tendency could be said to have decreased for both Private JSC Volyn Holding and
Private JSC Obolon. Changes in internal CSR for Private JSC Odessa Cannery can be defined as
stable, though in a negative manner. Moreover, the tendency for change in internal CSR for PJSC
Mondelis Ukraine could be described as positively stable.

Conclusions

In some, our findings allowed us to draw certain conclusions. The proposed method is an at-
tempt to solve the problem of measuring the social responsibility of enterprises to their employees
with the help of economic indicators. The method could be described as understandable, easy to
implement due to the simplicity of calculations, straightforward to interpret, and convenient due to
is requiring little time and no unnecessary (additional) costs. All of the indicators can be calculated
on a regular basis by an enterprise’s economic specialist. Moreover, the number of indicators is
insignificant, while the indicators themselves are consistent. Of course, while this approach is not
free from criticism, we would argue that it deserves attention, and could be improved, altered, and
supplemented in further research.

Given the need to study new trends in economy socialisation, it is advisable to use not only
economic factors, but also those relating to social responsibility when making management deci-
sions. Accordingly, determining the level of internal social responsibility with the help of indicators
of official financial statements can not only provide a transparent assessment of an enterprise’s
socialisation, but also facilitate the identification of its change tendency by years. The obtained
results can be used to improve the methods of developing social responsibility indicators, which
can characterise enterprise’s level of involvement in the development of society and the level of
responsibility in ensuring the interests of all participants of a social partnership.

The proposed analytical tools would allow one to evaluate enterprises on their level of social
responsibility development both in general and in their dynamics in order to more accurately iden-
tify problem areas. In terms of further research, we would describe it as objectively necessary to
check the practical applicability of the proposed method through making appropriate calculations
for a larger number of enterprises and economic activities. Thus, the results of the assessment of
the level of internal social responsibility can form the basis for the development of regional and
national policies on the management of social responsibility, the determination of the relevant ar-
eas of cooperation between government, business, and society (as well as the identification of any
potential problems and opportunities of such cooperation), and act as a mechanism for identifying
economic, environmental, and social problems that could be solved through the participation of
businesses.
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The main goal of the current study was to identify an accurate method of assessing social re-
sponsibility using economic methods based on the calculation and interpretation of financial and
economic indicators. At the same time, we aimed to determine which indicators are constantly cal-
culated in the process of accounting and assessing economic activity, and thus guarantee covering
a wide range of enterprises for assessment. A key point of the analytical tool is its sole focus on
publicly-available information (i.e., data from enterprises’ official reports). We aimed our research at
trying to assess social responsibility towards employees as the main stakeholders of an enterprise.
Obviously as with all research, our paper is not without limitations. First, we only used data from
the food industry. As such, applying our approach to other industries could yield different results.
Second, we exclusively used data from financial statements. It is a common practice to cover
CSR practices in non-financial statements. However, unlike the financial statements of Ukrainian
enterprises, their non-financial equivalents are not uniform and have a different structure of data
submission. The third limitation concerns the availability of financial statement data. For example,
in Ukraine, only private and public joint-stock companies are available publicly, while many com-
panies operate in the form of business partnerships. The inaccessibility of such data significantly
reduces the ability to compare businesses with one another. However, we see prospects for fur-
ther development of the proposed financial reporting toolkit for assessing social responsibility to
other groups of stakeholders. For example, a company’s relationship with suppliers of resources
or financial capital is described through such economic indicators as the average turnover time of
inventories, the average repayment period of accounts payable, and liquidity. For example, the fact
that raw materials recipient companies try to optimise the repayment periods of short-term paya-
bles for their own benefit does not need to be proved. It is clear that this is possible if allowed by
the counterparty company. This will happen only if there is trust between the subjects. Trust can be
established through an enterprise’s adherence to the principles of social responsibility, such as by
complying to existing agreements. A similar situation occurs in a company’s relations with financial
(i.e., banking) institutions. If a company’s credit history is negative or the liquidity ratios are unsat-
isfactory, then there is little reason for the company to count on trust and loans from banks. Based
on a similar logic, it is possible to define a list of financial reporting indicators for assessing social
responsibility to interested groups (i.e., owners, partners, consumers, the state, local communities,
and society).
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This paper examines the role of educational support in social entrepreneurship development in Poland and Ukraine
based on comparative case studies and a computer-assisted web interviewing method. The research investigates
cross-country and cross-institutional differences in education concerning social entrepreneurship. The paper con-
siders the different levels of social entrepreneurship education in primary and secondary school, university, and
non-formal education. It is established that students at all levels of education should have an entrepreneurial mind-
set, which is a prerequisite for sustainable development. The key directions for developing education regarding
social entrepreneurship in Ukraine are identified.
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Introduction

Social entrepreneurship is an important element of the socio-economic development of Poland
and Ukraine, as it is a mechanism for solving economic, social, cultural, and environmental prob-
lems. In particular, due to the growing importance of sustainable development, entrepreneurship
education has recently expanded into the field of sustainable and social entrepreneurship in order
to raise awareness and shape attitudes and expectations toward social problems.

The following elements of the social entrepreneurship ecosystem should play a role in sustain-
able development. First, the state should participate in sustainable development through top—down
initiatives, including incentive mechanisms which should determine the institutional framework and
strategy for the development of social entrepreneurship in the regions. Second, communities must
participate as the “customers” of services; thus, social enterprises should be created to achieve
bottom-up social change and promote the well-being of society. Third, businesses should partici-
pate as investors and mentors, and, finally, education should be used as an instrument to form
entrepreneurial competences and provide access to knowledge. It is important to note that the de-
velopment of social entrepreneurship significantly impacts the accumulation of social capital, which
is essential for the formation of civil society and community development under the conditions of
a decentralisation process.

This research aims to investigate educational support for the development of social entrepre-
neurship at different educational levels in Poland and Ukraine and to identify the key directions for
developing education about social entrepreneurship in Ukraine. Methodologically, this research is
based on comparing the educational support of social entrepreneurship in Polish and Ukrainian
regions, analysing case studies to identify successful examples of social enterprises, and using
computer-assisted web interviewing to investigate the difference in Ukrainian students’ awareness
of social entrepreneurship and its potential to solve social problems based on their university de-
gree programme.
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Literature Review: Social Entrepreneurship Ecosystem

Social entrepreneurship is a term that was first used by a handful of people and organisations
during the1980s and 1990s within the broad arenas of civil society and the development of regions.
In Defourny’s (2001) view, social entrepreneurship is characterised by economic features; it is
a long-term activity aimed at producing goods or selling services. Nicholls (2006) notes that social
entrepreneurship is best understood as a multidimensional and dynamic construct moving across
various intersections between the public, private and social sectors.

The first Polish attempt to define social entrepreneurship was made in 2008. For the draft Polish
Act on social entrepreneurship, a definition of social entrepreneurship as a socially useful eco-
nomic activity conducted in the developing area of social economy was proposed (Palma 2015).
According to Cardella et al. (2021), the social component of entrepreneurship includes the ability to
identify innovative solutions for specific social problems. Thus, innovation is a key element of social
entrepreneurs. Indeed, social entrepreneurship is distinguished from other forms of entrepreneur-
ship by its interest in innovation for a relevant enterprise in society (Cardella et al. 2021).

More generally, the main purpose of social entrepreneurs is systematic social change, not only
through the creation of social innovations but, above all, through their practical implementation.
Social entrepreneurship positively affects sustainable development through its related activities
and by facilitating job creation and, thus, increasing the aggregate demand of the economy, stimu-
lating economic growth and regional development (Licite-Kurbe and Gintere 2021).

The European social entrepreneurship ecosystem includes educational institutions, authorities,
social investors, donors, business associations and incubators, accelerators, social enterprises,
and communities (Figure 1). Social entrepreneurship in Ukraine is becoming more widespread
due, first of all, to its ability to solve socioeconomic problems. However, this type of activity is still
quite young, and the ecosystem of social entrepreneurship in Ukraine is not yet fully formed; only
social enterprises, incubators, accelerators, and financial institutions are participants. The potential
of educational institutions to form competences in the field of social entrepreneurship is not fully
realised. Moreover, civil society institutions are insufficiently involved in the development of social
entrepreneurship. The development of this economic sector in Ukraine is further hampered by an
imperfect regulatory framework, a lack of effective state support mechanisms, insufficient access
to investment, and a low level of social participation.

Social
enterprises

Authorities

SOCIAL
ENTREPRENEURSHIP
ECOSYSTEM

Social
investors,
donors

Education
institutions

Business
associations
and
incubators,
accelerators

Figure 1. The European social entrepreneurship ecosystem

Source: Own elaboration.
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Social entrepreneurship fosters the development of two of the eight competences for lifelong
learning, recognised by the Council of the European Union as essential for citizens’ personal fulfil-
ment, employability, and active citizenship. The first, entrepreneurial competence, is the capacity
to act upon opportunities and ideas and transform them into value for others. It is founded upon
creativity, critical thinking, and problem-solving, as well as having the initiative, perseverance, and
ability to work collaboratively in order to plan and manage projects of cultural, social, or financial
value. The second, citizenship competence, refers to the ability to act as a responsible citizen and
fully participate in civic and social life based on understanding social, economic, legal, and political
concepts and structures (Key Competences for Lifelong Learning 2019).

Social entrepreneurship and education are thus two extraordinary areas that must be improved
to foster the human development necessary to build the society of the future. Education needs
social entrepreneurship just as social entrepreneurship needs education. Furthermore, students at
all educational levels must be equipped with a general entrepreneurial mindset, a prerequisite for
social entrepreneurship and sustainable development (Shahid and Alarif 2021).

Currently, social entrepreneurship and social economy programmes are taught at schools and
universities, and interest in this area is growing in proportion to the number of positive examples of
social enterprises in Poland and Ukraine.

Educational support for the development of social entrepreneurship at the
school level

Formal and informal education programmes on social and solidarity economics are currently be-
ing created for students in grades 4-8 in Poland. Social Economy Support Centres, in cooperation
with the Regional Social Policy Centre, are running educational activities dedicated to students in
primary schools. Among the various social economy projects implemented by the Regional Social
Policy Centre and its partners in the Wielkopolskie voivodeship, several educational initiatives were
undertaken in the years 2011-2015, including an educational programme for upper secondary
schools.

In 2019, Poland developed an educational programme in the field of social entrepreneurship
for the children and youth of Polish primary schools. The programme was commissioned by the
Regional Centre for Social Policy in Poznan and developed on the initiative of the Association of
Social Cooperatives, Poznan. The programme used the framework of the Management of the
Social Economy project funded by the European Social Fund of the European Union.

The programme has a modular structure; its individual components can be used during both
formal education (grades 6—8 of primary school) and non-formal education (through seminars,
meetings with representatives of non-governmental organisations, and other people working with
youth). The duration of the programme is estimated to be 32 teaching hours. The specific goals of
the programme are as follows:

1) Acquiring and deepening students’ knowledge of social entrepreneurship and its key concepts,
such as social cooperative, student cooperative, social enterprise, social exclusion, and non-
governmental organisation.

2) Developing competences (including key competences) in the field of entrepreneurship, includ-
ing critical thinking, knowledge of economics and law, perseverance, leadership skills, the ba-
sics of marketing, and searching for and selecting information.

3) Developing competences in the field of civic awareness, such as cooperation, responsibility,
communication, creativity, and innovation (Przedsiebiorczo$¢ spoteczna 2019).

One example of good practice is the Social Economy Support Centre in Gdansk Good Work
(Dobra Robota), which implements the project Solidarity Economics. In this framework, the groups
of participating schools work on social programmes that positively influence the local community.
The culmination of the work is defending the idea in front of a professional jury.

In 2020, Ukraine’s Ministry of Education and Science introduced the curriculum of the elective
course Social School Entrepreneurship for students in grades 8-11 of general secondary educa-
tion. The course programme was developed within the project Establishment of Social School
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Enterprises in Rural Areas and Small Towns of Ukraine to Encourage Young People to Social
Entrepreneurship in lvano-Frankivsk, Zhytomyr and Donetsk Regions. This project is being im-
plemented by the Eastern Europe Foundation and the German non-governmental organization
(NGO) ChildFund Deutschland e.V., with the financial support of Germany’'s Federal Ministry for
Economic Cooperation and Development. Other regions of Ukraine have also joined this initiative,
particularly the Vinnyts'ka, Kyivs'ka, Ternopils’ka, L'vivs’ka, Odes’ka and Lugans’ka oblasts. The
elective course is designed to take 35 (1 hour per week) or 70 (2 hours per week) hours and to be
mastered by students during one school year. Sections of the programme cover all stages of busi-
ness activity, namely the essence of entrepreneurial activity and social school entrepreneurship;
prerequisites for creating a social school enterprise; business planning of social school entrepre-
neurship; implementation stages of social school entrepreneurship; and presentation of a social
school entrepreneurship (Curriculum of the Elective Course 2020).

Social school entrepreneurship is the activity of students in an educational institution aimed
toward the production and further sale of goods or services under the supervision of senior cura-
tors and consultants. Income from such activities is distributed to the development of enterprise
production, the social mission and initiatives of the school, and cognitive activities for students. The
goal of social school entrepreneurship is education and gaining experience, not making a profit.
Thus, social school entrepreneurship seeks to overcome the distance between academic theory
and real life.

Since Ukraine’s Ministry of Education and Science recommended a course on social school
entrepreneurship for implementation in educational institutions, the number of school enterprises
has increased each year.

One example of a social school enterprise in Ukraine is NoMotloH, which was founded on 1
April, 2021, in the Donetsk region. NoMotloH helps involve citizens solve community problems by
changing the culture of garbage management, particularly regarding clothing, and encouraging
citizens to reuse things such as sewing buttons from old skirts, bags of dresses and jeans, and
more. The enterprise has equipment for sublimation on fabrics, as well as cups and plates. Items
can also be made on the 3D printer. Students sell most of the goods through an online platform,
and proceeds go toward solving social problems in the community.

Another example of a school social enterprise is Black Cherry, which was founded on 1
September, 2021, in Vinnyts’ka Oblast. Black Cherry is a photo studio founded by the students of
Vinnytsia Technical Lyceum. In addition to full-time photographers, the team includes a manager,
content maker, media director, and accountant. The purpose of the school enterprise is to create
content for social media advertising, hold photo exhibitions, and create videos for public organisa-
tions and social enterprises.

Hence, school social entrepreneurship teaches empathy and sensitivity, critical thinking, and
the ability to work collaboratively. These are skills that should be formed not only at school but also
throughout life at all educational levels.

Education of social entrepreneurship at the university level

Social entrepreneurship education at the university level is a key link in the establishment of new
social enterprises, the cultivation of innovative talents, and scientific and technological innovation
(Liu et al. 2021).

Educational initiatives in the field of social entrepreneurship have been implemented in Poland
since 2003, when the Act of 24 April 2003 on Public Benefit and Volunteer Work and the Act of 13
June 2003 on Social Employment were enacted. This Acts were important for building the institu-
tional and legal foundations of the social economy in Poland. There are currently several universi-
ties that offer higher education in social economics and social entrepreneurship. In addition, some
universities have bachelor’'s and master’s programmes for social entrepreneurship (full-time and
part-time), as well as some elective courses. Table 1 presents Polish universities that are pioneers
in social entrepreneurship education.

For instance, the Matopolska School of Public Administration at the University of Economics in
Krakow offered higher education in social economy in 2006—2008. The programme included a total
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of 200 teaching hours, grouped according to the following modules: social sciences, the manage-
ment of social economy entities, finance and financing of social projects, legal environment of the
social economy, and social innovations.

The second academic centre educating in the field of social economy in the period 2006—
2007 was the University of Warsaw. The Institute of Social Policy offered two courses entitled
Management of the Social Economy. The programme included 230 teaching hours and consisted
of three main teaching blocks: social economy institutions in local development, legal and financial
foundations of social entrepreneurship, and social enterprise management. An important specificity
of the programme at the University of Warsaw was its focus on developing the practical skills and
competences needed to manage social projects (Stanienda et al. 2017).

A great example of formal education regarding social entrepreneurship in Poland is the post-
graduate studies in the field of social economy at the School of Social Sciences in Lublin. The
aim of the postgraduate studies is to provide up-to-date knowledge in the field of social economy.
Students acquire knowledge and develop skills in management, leadership, business, fundraising
(including EU funding), innovative testing with a transnational component, and obtaining practical
guidelines for the preparation of applications. They also exchange experiences with the practition-
ers of the social economy (lecturers) and develop of an innovative project (Social Enterprise Sector
Snapshot Around the Baltic Sea 2015).

As part of formal education at the university level, the Pedagogical University of National
Education Commission in Krakow offers a three-year full-time or part-time bachelor’s programme
in the field of social economy. The aim of the programme is to provide students with modern and
practical economic knowledge and education concerning the entrepreneurial and innovative atti-
tudes that determine the activity of graduates on the labour market, in the social environment, and
in running their own businesses.

An interesting initiative at the university level was the 2006 launch of a master’'s seminar in
social economy at the Department of Economics and International Relations at the University of
Economics in Krakow. The course of particular focus was the financing of social economy entities
(Stanienda et al. 2017).

Another example of social entrepreneurship education in Poland is the Institute of Sociology at
the Adam Mickiewicz University in Poznan, which provides a Social Economy course for master’s
students in the field of social work. Throughout the course, master’s students study topics such as
the idea and objectives of the social economy; the history of social economy in Poland; the social
economy in public policies at the national and regional level; and centres of support for social
economy, including social cooperatives, therapy centres, centres and clubs of social integration,
NGOs conducting economic activity, and other entities. Moreover, students learn about tools for
supporting and promoting the social economy.

The Adam Mickiewicz University in Poznan also implements the project Laboratory of Social
Initiatives (LIS). The main objective of the project is to facilitate the entry of 160 students from
the Department of Political Sciences and Journalism into the labour market by developing and
equipping them with competences expected by employers. More specifically, the project aims to
raise the students’ skills levels regarding professionalism, communication, analytics, information
technology, and entrepreneurship. The LIS project consists of three blocks — Social Innovation,
Entrepreneurship, and Professional Competences — and includes study visits to potential em-
ployers. The Entrepreneurship block includes courses such as Social Entrepreneurship and Own
Company Step by Step. In these courses, students learn about grassroots entrepreneurship, so-
cially involved and socially useful business, how to effectively search for the right business mod-
els, and how to raise financial and social capital. In addition, the Social Entrepreneurship course
includes study visits to successful social enterprises in Poland.

In contrast to Poland, where a degree in social economics can be obtained at both the bach-
elor’s and master’s level, in Ukraine, several universities have introduced Social Entrepreneurship
as a separate course. Table 2 presents Ukrainian universities that are pioneers in social entrepre-
neurship education.

The elective course Social Entrepreneurship (90 teaching hours; 3 ECTS points) was first held
in 2016 in a bachelor programme at the Lviv Business School at the Ukrainian Catholic University.
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The course includes several topics, such as tools for finding solutions to social problems, approach-
es to formulating the vision and mission of a social enterprise, and features of business modelling
in social business. Similarly, in 2018, the School of Social Work at the National University of Kyiv-
Mohyla Academy launched a selective Social Entrepreneurship course. In the course, bachelor’s
students study topics such as basic approaches to understanding social entrepreneurship, basic
principles of the creation and development of social enterprise, and financial and organisational
aspects of social business.

Table 2. Educational support for the development of social entrepreneurship at the university level in Ukraine

Year of Name of the University level of .
. . . . Field of study Programme or course structure
introduction university study
2016 Lviv Business Bachelor Elective Tools for finding solutions to social
School at the course Social problems, approaches to formulating
Ukrainian Catholic Entrepreneurship in | the vision and mission of a social
University social work enterprise, features of business
modelling in social business (90
teaching hours; 3 ECTS points)
2018 School of Social Bachelor Elective Basic approaches to understanding
Work at the National course Social social entrepreneurship, basic
University of Kyiv- Entrepreneurship in | principles of the creation and
Mohyla Academy social work development of social enterprise,
financial and organizational aspects
of social business (90 teaching hours;
3 ECTS points)
2016 Chernihiv Master Course Social Methodological basis of social
Polytechnic National Entrepreneurship in | enterprise; entrepreneurship in
University social work future social professionals; general
characteristics of the stages of
social enterprise planning; the role
of cooperation and the exchange of
experience between stakeholders;
marketing of a social enterprise;
financial component of a social
enterprise; organizational requirements
for a social enterprise; features of
social reporting and auditing (120
teaching hours; 4 ECTS points)

Source: Own elaboration.

The same year, a Social Entrepreneurship course was introduced to the master’'s degree in
social work at the Chernihiv Polytechnic National University. The course covers 120 teaching hours
(4 ECTS points). The aim of the course is to learn about the nature of social entrepreneurship and
the formation of professional competences concerning the basic stages of social enterprise plan-
ning. Within the course, master’s students study topics such as the methodological basis of social
enterprise, entrepreneurship in future social professionals, the general characteristics of the stages
of social enterprise planning, the role of cooperation and the exchange of experience between
stakeholders, marketing of a social enterprise, financial components of a social enterprise, organi-
sational requirements for a social enterprise, and features of social reporting and auditing.

Thus, there has been an increase in student and institutional interest in social entrepreneurship.

Non-formal education for the development of social entrepreneurship

Providers of education and training on social entrepreneurship also exist beyond formal educa-
tion institutions. The gap between public higher education and people’s needs is filled by a strong
and broad group of non-formal educational institutions which offer training courses on various top-
ics connected with the social economy, mostly through supporting centres for social economy, pro-
viding complex services for people/institutions interested in social economy. The training is all avail-
able for free and in Polish (Social Enterprise Sector Snapshot Around the Baltic Sea 2015). Lifelong
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learning around social enterprise represents a promising avenue to allow people in all stages of
their careers to consider learning about and applying social enterprise knowledge (Borzaga et al.
2020).

For example, the Ashoka Polska organisation in Poland is part of the Ashoka European Hub,
a network of social entrepreneurs operating in 93 countries around the world, established in 2014.
Ashoka Polska mainly deals with the selection and mentorship of Ashoka Fellows, that is, social
innovators who work to improve society.

In Ukraine, non-formal educational activities for the development of social entrepreneurship are
carried out only by several NGOs and accelerators. The NGO Ukrainian Social Academy (USA)
has established a Centre for Innovation in the Social Sphere, which holds lectures, workshops,
and discussions on topics related to social innovation. Moreover, with the support of the global
Social Impact Award, the Ukrainian Social Academy conducts an annual educational programme
on social entrepreneurship in Ukraine. Anyone with an idea for social entrepreneurship can apply
for the competition. After selection, participants become part of the accelerator, where they study
business processes, develop marketing and communication strategies, determine the brand, and
create prototypes.

Another example of a non-formal education programme for social entrepreneurship is the train-
ing course Social Entrepreneurship run by the Ukraine—Norway Project: Retraining and Social
Adaptation of Military and Their Families in Ukraine, which is implemented by NGO Chernihiv
European in partnership with Chernihiv Polytechnic National University and with support from the
International Foundation for Social Adaptation. The aim of the project is to assist project partici-
pants in adapting to the living conditions of civil society. The participants of the training course
become acquainted with the experience of social entrepreneurship in Ukraine and other European
countries; learn about the main features of social entrepreneurship and what distinguishes social
entrepreneurship from standard businesses; work out their own ideas of social entrepreneurship,
using the Business Model Canvas by Alexander Osterwalder; and familiarise themselves with fi-
nancial support opportunities for social enterprise in Ukraine. Successful examples of social enter-
prises founded by military veterans and their families in Ukraine are the restaurant Pizza Veterano
and the online shop Front Honey.

The social enterprise Pizza Veterano was founded in 2015 and is located in Kyiv. The business
component of the enterprise is its café and the sale of pizza. The social component consists of
employing anti-terrorist operation (ATO) veterans, transferring “suspended pizza” to the volunteer
centre at the railway station in Kyiv, and supporting children of soldiers who died in the war. Ninety
per cent of their profits are reinvested in business development and 10% are directed at achieving
social goals (www.facebook.com/Pizza.Veterano).

Front Honey was founded in 2017 in Shepetivka City, Vinnyts’ka Oblast. The business compo-
nent includes selling natural sweets and honey desserts, and the social component is assisting in
the socialisation of the ATO veterans and supporting their families. Now, 70% of Front Honey em-
ployees are retired soldiers and their wives (https://frontmed.com.ua/ru/shop/).

Results of the Study on Students’ Awareness of Social Entrepreneurship

In October, 2021, an empirical research study was conducted with the aim of identifying differ-
ences in students’ awareness of social entrepreneurship and its potential to solve social problems
based on their degree programmes. The research hypothesis was that students’ field of study influ-
ences their understanding of social entrepreneurship and its potential for solving social problems.

The conducted research was a pilot study. It included 810 students representing five different
fields of study at Ukrainian universities (Table 3).
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Table 3. Size of the research sample in particular groups

Number of % of respondents in % of students in
Field of study respondents the field of stud the field of study in
P Y Ukraine in 2021
Humanities (including arts) 72 8.89% 8.88%
Life sciences 23 2.84% 2.88%
Medical sciences 89 10.99% 11.03%
Social sciences 425 52.47% 52.42%
Technical sciences (including 201 24.81% 24.79%
agricultural sciences)
Total 810 100.00% 100.00%

Source: Own elaboration.

It was assumed that students’ awareness of social entrepreneurship is differentiated by several
formal and non-formal conditions specific to the field of study. Formal conditions include the type
and nature of knowledge taught and the acquired skills and attitudes formed during education.
Non-formal conditions include all activities undertaken by students outside of studying, which may
impact their individual attitudes and knowledge, including individual interests, contact with lectur-
ers, interests of other people in their student groups, additional classes, discussions undertaken in
student groups, and volunteer work.

Differentiation was revealed in the students’ knowledge concerning social entrepreneurship and
its potential to solve social problems. Based on surveys conducted with the help of an original ques-
tionnaire, several trends were revealed concerning Ukrainian students representing different fields
of study. The original questionnaire was developed specifically for this study.

Students rather negatively assessed the level of their knowledge of social entrepreneurship;
51% of the students assessed their knowledge of social entrepreneurship as bad, and 34% de-
scribed it as moderate. There was a large difference between the assessments made by students
from different fields of study. Undoubtedly, social entrepreneurship is best understood by students
of social sciences, where as many as 46% considered their knowledge level good or very good.
By contrast, 56% of technical and medical science students assessed their knowledge of social
entrepreneurship as bad or very bad (Figure 2).

60

B very bad
bad
B moderate

M good
M very good

total humanistic technical medical natural social

Figure 2. Assessment of students’ knowledge of social entrepreneurship, % of respondents

Source: Own elaboration.
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The basic source of knowledge for respondents was the information available on the internet.
Social media (65%) and internet articles or podcasts (57%) showed some advantage over other
traditional sources of information. It is worth noting that only 27% of the surveyed students used
scientific journals to gain knowledge about social entrepreneurship. Apart from the previously men-
tioned internet sources, school and university education was more popular than scientific journals.
Unfortunately, Ukrainian students did not attach much importance to conferences as a source of
knowledge. Only 3% of students attached great importance to conferences (Table 4).

Table 4. Sources of knowledge about social entrepreneurship (% of indications)

Sources of knowledge Total Humanistic Technical Medical Natural Social
Internet article/podcasts 57 88 32 48 54 63
Social media 65 68 55 72 73 57
Advertisements 10 12 7 9 14
Scientific journals 3 2 3 2 4 3
Conferences/information 1 3
meetings/training sessions
School education 24 27 8 10 10 65
University education 38 45 17 19 22 87
Radio / TV programmes 8 9 8 8 9 7
Leaflets 6 7 5 6 6 5
Posters/Billboards 5 5 6 4 7 5

Source: Own elaboration.

Furthermore, students of social sciences attached relatively high importance to classical sourc-
es of knowledge. In this group of students, university education (87%) and school education (65%)
were indicated significantly more than in other groups. News via social media was the primary
information source for students in the natural (73%), medical (72%), and technical (55%) sciences.
Internet articles and podcasts, on the other hand, were the main source of information for students
in the humanistic sciences (88%).

The main social problems that could be solved by a social enterprise, according to students,
were unemployment (34%) and poverty (25%). Unemployment was the primary social problem that
could be solved by a social enterprise, according to students of social (45%) and humanistic (38%)
sciences. It is important to note the considerable importance that students of humanistic and social
sciences attached to the social problems of internally displaced persons (IDPs) and ATOs (Table 5).

Table 5. Social problems that, in the opinion of students, a social enterprise can solve (% of indications)

Social problems Total Humanistic Technical Medical Natural Social
Unemployment 34 38 25 27 33 45
Poverty 25 32 19 20 24 30
Gender inequality 4 5 3 7 3 2
Unavailability of social 3 3 5 3 2 2
infrastructure
Homelessness 12 9 19 7 10 15
Violence against women 7 9 5 5 7 10
Social problems of ATO veterans 12 16 7 8 10 20
Social problems of internally 12 15 8 9 10 18
displaced persons (IDPs)

Social problems of disabled 10 8 10 10 7 15
persons
Other social problems 8 8 12 10 3 5

Source: Own elaboration.
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The hypothesis was that the area of science within which a particular field of study is conducted
influences students’ understanding of social entrepreneurship and its potential for solving social
problems. The results of the study showed differences in awareness of social entrepreneurship
between students in different fields of study. Each of the distinguished groups of students had its
own, separate characteristics.

Students of the technical and medical sciences were characterised by a pessimistic assessment
of their knowledge of social entrepreneurship. They drew their knowledge about this field almost
exclusively from modern internet sources. Students in this field of science declared unemployment
and poverty as the main social problems that social entrepreneurship can solve. In addition, stu-
dents of technical science paid considerable attention to homelessness as a problem that can be
solved by social enterprises.

Students of humanistic and natural sciences estimated their knowledge about social entrepre-
neurship to be rather low. They used modern sources of knowledge to a large extent, but they also
appreciated the role of traditional sources such as university education. They declared unemploy-
ment and poverty as the main social problems that social entrepreneurship can solve.

Students of social science declared an average level of knowledge about social entrepreneur-
ship. They used both modern sources of knowledge and traditional sources. It is important to note
that for students in this field, the main source of knowledge about social entrepreneurship was
education (both university and primary and secondary school), but they also paid considerable at-
tention to modern internet resources. Students in this field of science declared unemployment and
poverty as the main social problems that can be solved by social enterprises, but they also paid
considerable attention to the social problems of ATO veterans and IDPs.

Conclusions

This study has demonstrated that the key elements of social entrepreneurship education in
Poland and Ukraine consist of schools, universities, supporting centres for the social economy,
NGOs, and accelerators.

Furthermore, the study has shown that educational institutions are implementing numerous
teaching methods, including traditional lectures and seminars, case studies, business plan devel-
opment, and study visits to successful social enterprises. It was found that social entrepreneurship
is not currently a sufficiently developed activity in Ukraine. One of the reasons for this situation is
the lack of sufficient knowledge about the nature of social entrepreneurship, its distinction from
other forms of business, and its role in solving social problems and developing the regions.

The results of the study on students’ awareness of social entrepreneurship demonstrated that
students of various fields of study in Ukraine differ in their awareness of social entrepreneurship
and its potential to solve social problems. In addition, traditional sources of knowledge about so-
cial entrepreneurship, such as university and school education, were shown to increase aware-
ness about social entrepreneurship. Thus, students of social science, who considered their level
of knowledge about social entrepreneurship to be good or very good, indicated university and
school education as their main source of knowledge about social entrepreneurship. The pilot study
revealed several patterns that require further testing in studies with larger sample sizes. It would
also be interesting to conduct research with students from other countries, including countries from
other cultural backgrounds.

While social entrepreneurship is gradually making its way into the education system in Ukraine,
the concept is still relatively nascent. Education about social entrepreneurship at various edu-
cational levels in Ukraine should be informed by a systematic and interdisciplinary method. The
modules in social entrepreneurship could be introduced in courses across different fields of study,
thus inspiring graduates to use social entrepreneurship as a tool in their professional careers. All
educational institutions should teach both the theory of social entrepreneurship and its application.
Moreover, they should engage social entrepreneurs in the education process as mentors.

In closing, education about social entrepreneurship requires the support of the government. As
long as governments retain control of education, they are a key partner in helping to shape an ef-
fective education system.
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Abstract

The accident at the Chornobyl Nuclear Power Plant was one of the largest in human history. It is often referred to
as a global event because its effects were felt not only by Ukrainians but also by the populations of Belarus, Rus-
sia, Central Europe, the Balkans and the Scandinavian Peninsula. 2022 marked the 36th anniversary of this terrible
occurrence, when the history of Ukraine in the late twentieth century was divided into two parts: before the tragedy
of 26 April 1986, and after it.

Today, it is important for Ukrainian society not only to recognise the significance of the catastrophe and remember
its victims but also to find ways to overcome its grave consequences. This requires comprehensive research useful
for developing new approaches to minimising the environmental and socio-demographic problems caused by the
Chornobyl tragedy. Thus, this research has practical scientific, humanitarian and socio-political significance.

The novelty of the obtained results lies in the study’s critical rethinking of the achievements of predecessors and
its analysis of historical sources concerning the environmental and socio-demographic consequences of the ac-
cident at the Chornobyl Nuclear Power Plant as they manifested from 1986 to 2022.

The methodological basis of the work is empirical cognition. The use of logical-analytical methods of grouping
and typology allows us to classify homogeneous events and coherently present the material of the article. The study
additionally uses comparative judgment, historical-statistical and problem-chronological methods. The principles of
objectivity and impartiality also play an important role in the work.

The purpose of the study is to investigate the consequences of the Chornobyl Nuclear Power Plant accident on
the environmental and socio-demographic aspects of the population of Ukraine from 1986 to 2022 based on the
identified set of sources. From a historical perspective, the level of pollution in the territories of Ukraine is traced,
the demographic situation is monitored, and parallels are drawn between the Chornobyl disaster and the increase
in incurable diseases and mortality.

In conclusion, the authors note that although 36 years have passed, the echo of this catastrophe remains tangible
for the population of Ukraine. Several issues still must be solved. The first is the return to life, namely, the safe living
and management of areas that have been exposed to radiation contamination, as well as the continuation of work
aimed at restoring agricultural soils. Second, purposeful work must be conducted by the state to minimise social and
demographic problems resulting from the Chornoby! catastrophe. In our opinion, the government should increase
expenditures aimed at providing quality medical services to the population of Ukraine, as well as conduct constant
monitoring of the health of those people who are at high risk in order to better detect diseases in their early stages.
These groups of people include liquidators of the consequences of the accident and migrants. Such measures can
stabilise the demographic situation by increasing birth rates and reducing mortality, as well as improve the health
and living standards of the population of Ukraine.

Keywords

Chornobyl, accident, radiation, evacuation, ecological disaster, demographic situation, acute radiation sickness,
historical retrospective
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The accident at the Chornobyl Nuclear Power Plant on 26 April, 1986, was one of the largest in
the history of mankind. It is often referred to as a global event because the consequences of the
disaster were felt not only by Ukrainians but also by the populations of Belarus, Russia, Central
Europe, the Balkans and the Scandinavian Peninsula. 26 April, 2022, marked the 36™ anniversary
of this tragedy.

For modern youth, the phrase “Chornobyl disaster” does not sound scary but magical.
Sightseeing trips were organised to the exclusion zone until 2022, and tourists curiously explored
the ghost town of Prypiat: houses, shops, hotels, food and educational institutions, abandoned
a third of a century ago, caused terrible feelings. In the 1980s, life was in full swing in Prypiat, but
now everything is abandoned and dilapidated. However, almost none of the tourists thought about
the consequences of the tragedy. At first glance, the consequences are invisible, but in truth, they
continue to threaten people’s lives and health.

A vivid confirmation of this fact is the tragic event of 24 February 2022, which divided modern
history into another “before” and “after”. On this day, at 5 o’clock in the morning, a full-scale war
was launched by the Russian Federation, aimed at destroying Ukraine. Soon after the invasion of
Ukraine, Russian troops managed to occupy the entire territory of the Chornobyl Nuclear Power
Plant and took all the personnel and security of the plant hostage. The world recognised such de-
structive actions of the Russian aggressors as an act of nuclear terrorism, the consequences of
which would be felt by the entire world. In addition, Russian soldiers began to dig trenches in the
“Red Forest” and received a high dose of radiation (Radio Liverty 2022). This is clear proof that 36
years later, the dangerous consequences of the Chornobyl catastrophe still affect people’s lives
and health.

Therefore, after the de-occupation of the Chornobyl zone, it is important not only to recognise the
catastrophe as a terrible accident and remember its victims but also to find the best ways to finally
overcome its grave consequences. This will require comprehensive research to develop approach-
es to minimising the environmental and socio-demographic problems caused by the Chornobyl
tragedy. Thus, this research has practical scientific, humanitarian and socio-political significance.

The Chornobyl disaster has been many scientists’ object of research. In the historical context,
this topic is reflected in the works of N. P. Baranovska. Baranovska, through a wide range of
sources, highlighted the causes of the accident at the fourth power unit of the Chornobyl Nuclear
Power Plant, studied the chronology of events and described the work required to minimise its
consequences.

Information about the impact of the Chornobyl accident on the population is contained in the
publications of such researchers as P. P. Mykhailenko, N. N. Lakiza-Sachuk, N. I. Omelianets and
S. I. Pyrozhkov. However, it is worth noting that almost all of these studies were conducted in the
late 20" to early 21 centuries, and, therefore, they cannot reflect the full range of negative conse-
guences that the Ukrainian population continues to experience at the beginning of the third decade
of the 21st century.

Among the unpublished sources, materials from the Central State Archive of Supreme Bodies
of Power and Government of Ukraine and the Central State Archive of Public Organizations of
Ukraine are of great importance for this research. They contain information on the scope of radia-
tion contamination in the territory of Ukraine, describe the work aimed at resettling people from the
exclusion zone and present data on public health in the first post-emergency years. In addition, the
sources include several regulatory legislative documents that allow us to trace the state’s policy
aimed at ensuring social, medical and radiation protection for victims of the Chornobyl disaster.

Thus, although the historiographical and archival sources are quite representative, given the
constant passage of time, it is appropriate to reconsider the tragedy’s negative environmental and
socio-demographic consequences for Ukrainian society over the past 36 years. The purpose of this
research is therefore to study these consequences from 1986 to 2022 based on various sources
and using modern methods and principles of scientific and historical knowledge. The novelty of the
obtained results lies in the study’s critical rethinking of the achievements of its predecessors and its
analysis of historical sources concerning the environmental and socio-demographic consequences
of the Chornobyl Nuclear Power Plant accident.
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Research and methodology

The methodological basis of the work consists of methods of empirical cognition, as well as his-
torical, chronological and problem-thematic methods. The use of the logical-analytical methods of
grouping and typology makes it possible to classify homogeneous events and coherently present
the material. The method of comparative judgment is also applied, enabling comparisons of the
consequences of the Chornobyl Nuclear Power Plant accident, beginning in 1986 and ending in
2022. Historical and problem-chronological methods are additionally used to analyse the course of
events during the study period. In the process of investigating the topic, the principles of objectiv-
ity and impartiality play an important role, helping to give a balanced assessment of the actions
of the heads of pro-government structures and relevant ministries aimed at eliminating the power
plant accident and minimising its consequences. These principles made it possible to assess the
actions of both the Soviet leadership and the power structures of modern Ukraine in solving urgent
problems related to the catastrophe at the Chornobyl Nuclear Power Plant from the standpoint of
neutrality. In particular, both negative and positive political decisions to minimise the consequences
of the disaster were analysed. Thus, the use of a wide range of research methods allows us to
comprehensively and systematically examine our chosen topic.

Findings and discussion

The night between Saturday the 25" and Sunday the 26" of April, 1986, was one of the most
terrible nights in the history of Ukraine. The explosion at the fourth power unit of the Chornobyl
Nuclear Power Plant caused significant economic, environmental and socio-demographic conse-
quences for Ukraine, which was part of the Soviet Union at the time. Therefore, it is not surprising
that the totalitarian system, in order to avoid panic, tried to hide the scale of the accident from the
public. This secrecy was manifested primarily in complete information silence: the first official an-
nouncement from the Soviet government was made on television two days later, on 28 April. Even
then, the statement was made under pressure from the international community, which had learned
about the accident after discovering radioactive particles on employees’ clothes at the Forsmark
Nuclear Power Plant in Sweden, located 1,100 kilometres from Chornobyl. Notably, the message
itself was concise and contained very little information about what happened, and, therefore, the
public had the impression that the threat was already localised and there was no danger to their
lives or health. In addition, the leadership of Soviet Ukraine issued an order to hold May Day dem-
onstrations in cities and villages, exposing the public to further radiation, which negatively affected
the health of most Ukrainians, especially pregnant women and children, over the next 36 years.

Radioactive spread

Only in 1990 did the Verkhovna Rada of the Ukrainian SSR recognise Ukraine as an eco-
logical disaster zone and officially approve the list of the most affected territories by radiation. The
list included 81 administrative units in 12 regions of Ukraine: Vinnytsia, Volyn, Zhytomyr, lvano-
Frankivsk, Kyiv, Rivhe, Sumy, Ternopil, Khmelnytskyi, Cherkasy, Chernivtsi and Chernihiv (Social,
Medical and Radiation Protection of Victims in Ukraine as a Result of the Chornobyl Disaster 1998,
p. 543).

The total area of the affected radioactive territories was 50,000 square kilometres. In particular,
the Zhytomyr region accounted for 27.4% of the agricultural land, meadows, pastures and forests
affected by radiation, the Kyiv region accounted for 23%, and the Rivne region, 22.7% (Smolii
2006, p. 585).

Emissions of radioactive isotopes of iodine, strontium, caesium and plutonium, which are rec-
ognised as the most dangerous emissions for all living organisms, emanated from the destroyed
reactor of the fourth power unit of the Chornobyl Nuclear Power Plant, creating the so-called exclu-
sion zone (2,598 square kilometres). The exclusion zone was a highly polluted territory surrounding
the destroyed power unit and the plant, which became a constant source of radionuclides to the
adjacent areas of the Kyiv and Zhytomyr regions (Law of Ukraine No. 3522-1V).
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It is worth noting that a 3-kilometre zone around the Chornobyl Nuclear Power Plant was de-
signed as a sanitary protection zone, according to regulatory documents concerning the process of
ensuring radiation safety and sanitary control. However, after the accident at the fourth power unit,
it became obvious that a much larger area was exposed to radioactive contamination. Based on
research conducted during the initial stage of work responding to the tragedy, the life-threatening
radiation area had a radius of 30 kilometres.

Subsequently, the situation and the impact of emissions from the “shelter” facility (built at the
accident site) on the environment were more thoroughly monitored. Then, based on research con-
ducted by specialists at the Institute of Biophysics of the Ministry of Health, the State Sanitary
Epidemiological Service of Ukraine approved a 10-kilometre zone of special radiation danger.

The larger zone with a 30-kilometre radius received the official status of the Chornobyl Exclusion
Zone, with a complex border determined by specific levels of pollution. At the end of 1986, its pe-
rimeter reached 223.5 kilometres, 34 of which passed along the border of Ukraine and Belarus.
About 36,545 hectares of densely populated Ukrainian land fell into this disaster zone (Baranovska
1999, pp. 224-225). The most polluted areas, from which soil samples were constantly taken,
were the villages around Chornobyl: Dytiatky, Mashev, Usov, Krasne, Benivka, Stara Shepelycha,
Buriakivka, Zymovyshche, Kryva Hora, Strakholissia, Chystohalivka, Kopachi, Stachanka, Korohod
and llovnytsia (Fedorenko 2014, p. 71).

Since it was deadly to live in this territory, 115,000 people were evacuated from the exclusion
zone in the first year following the accident. However, the evacuation process was not completed
in 1986. Since the level of pollution remained quite high in the late 1980s, and the death rate from
diseases in these territories increased significantly, the process of resettling people from polluted
regions continued into early 1990. As of 7 December 1990, a specially created Commission on
the Chornobyl Disaster reported that “out of 12 villages of Narodychi District of Zhytomyr region in
1990, 1,203 families consisting of 3,414 persons were resettled. In addition, 18,611 persons were
given special documents for resettlement to other regions of the Republic, as well as providing
housing and employment. 139 families consisting of 362 persons left two villages of Podilsk District
of Kyiv region” (Central State Archive... 1/22/1984). In general, the process of resettlement from
these territories continued until the mid-1990s, when the resettlement of residents of the most ra-
dioactive villages of Kyiv and Zhytomyr regions was officially completed.

Ecological impacts

The consequences of radioactive contamination were devastating for the ecology of Ukraine.
All objects of flora and fauna felt the maximum impact of radiation in the first 10-20 days after the
disaster. However, in the summer and autumn, the radiation level decreased by about 20%, and by
the end of the year, it decreased by another 10-15%.

The ecosystem was particularly damaged in the exclusion zone. The radiation effects immedi-
ately became apparent in pine forests, the death of which was recorded on the territory of about
500 hectares around the Chornobyl Nuclear Power Plant. In the first days after the accident, all the
conifers simply withered, forming the infamous Red Forest through which the first evacuation buses
passed. The death of entire animal populations was recorded in the same territory.

However, the greatest disaster was caused by the effects of radiation isotopes on agricultural
land (4.6 million hectares), causing not only environmental but also significant economic losses
(Smolii, Berenshtein and Panchenko 2000, p. 97). To rehabilitate damaged soil, a whole range of
measures were carried out, including the alkalisation and re-alkalisation of pastures and meadows,
as well as liming acidic soils. Soil restoration projects were carried out for 2.14 million hectares of
the most polluted agricultural land (Baranovska 2011, p. 132).

Thanks to timely measures, it was possible to limit the contamination of agricultural products to
permissible levels, with further positive developments toward reducing radiation. This is evidenced
by the data collected from monitoring agricultural and forestry products, which has been regularly
conducted since that time. In 1997, radiation contamination exceeded permissible levels in vegeta-
bles, fruits and cereals in 638 localities, and three years later, in 2000, radiation-contaminated milk
from was only in 487 localities.
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However, over time, the state began to curtail rehabilitation work restoring radiation-contam-
inated soils, purportedly due to a lack of funds. In our opinion, this was an erroneous decision,
since the level of radiation was still dangerous for the life and health of people in some regions.
Our conclusion is confirmed by the results of monitoring territories outside the exclusion zone that
were significantly contaminated with radiation in 1986; such research was conducted in 2018 by
the National Institute for Strategic Studies. Even now, some territories still have a significant level
of radiation. Therefore, one of the priorities of the modern state policy concerned with minimising
environmental and man-made security threats in Ukraine should be returning these territories to
normal life (‘Threats in the Field...").

Monitoring radiation contamination in food

An important step that saved lives was the constant monitoring of the quality of food prod-
ucts, including confirming the absence of radiation contamination. First, agricultural products were
checked.

During the first five years after the disaster, Ukraine developed a system of radiation control for
products, consisting of a network of city, district and inter-district laboratories, as well as sanitary
stations. The work of these laboratories extended to all the markets of Kyiv and regional and district
centres of Ukraine. All institutions were provided with radiation measuring devices manufactured by
a specialized Bila Tserkva enterprise, and each institution checked their products several times, as
it was indisputable that the population continued to be exposed to radiation through the consump-
tion of agricultural products in the first years after the accident. In particular, in the Zhytomyr and
Volyn regions, a dangerous level of radiation was detected in 80—-95% of food consumed by the
population; in some cities and villages, the contamination rate even reached 98%. Furthermore, in
70 settlements located on the border of the exclusion zone, the level of radioactive compounds in
vegetables and fruits collected from household plots was three times higher than the permissible
norm (Baranovska 2011, p. 131).

The situation improved only 15-17 years after the accident. In 2000-2003, specialists at the
Ukrainian Academy of Agrarian Sciences analysed about 3 million samples of agricultural and
forestry food products (1 million food samples in 2000, about 900,000 samples in 2001, and more
than 850,000 in 2003) for radionuclides. According to the results, almost 2% of fruits, vegetables,
mushrooms, berries and dairy products exceeded the maximum permissible levels of radionuclides
defined by State Hygiene Standards PL-97 (National Report on the State of Technogenic and
Ecological Safety in Ukraine in 2003, 2004, p. 119).

Today, all agricultural products that enter specially-built food markets are checked by labora-
tories (the number of which has reached 982 units), and their work is regulated by a number of
documents, namely the Order of the Ministry of Agrarian Policy and Food of Ukraine (2017) “On the
Regulations on the State Research Institute for Laboratory Diagnostics and Veterinary and Sanitary
Expertise and the Regulations on the City, District, Inter-District State Laboratories of the State
Service of Ukraine on Food Safety and Consumer Protection” (‘Regulations on City..."). However,
the risk of encountering products with a higher level of radiation than the permissible norms remains
relevant. For example, in 2019, Volyn radioecologists took 13,973 samples of various agricultural
and forestry products, and 16 were found to exceed the permissible level of radiation (3 milk prod-
ucts and 13 forest mushrooms and berries). Furthermore, there are many spontaneous markets in
Ukraine, and their products do not pass proper verification.

Socio-demographic impact

In addition to environmental problems, the accident at the Chornobyl Nuclear Power Plant
caused significant, extremely negative changes in the socio-demographic profile of Ukraine.

First, there have been noticeable changes in the geographical and demographic maps of
Ukraine. As a result of the evacuation from the Chornobyl Exclusion Zone, as of the beginning
of the 2020s, one city (Prypiat) and 63 rural settlements were completely depopulated (of which
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more than 20 units disappeared from the state map); 11 villages were degraded and depopulated;
and the city of Chornobyl was turned into a shift settlement, which now houses more than 2,000
personnel working in shifts and about 100 self-settlers who returned after the evacuation work was
completed. In total, 199,000 people were evacuated from the Chornobyl district along with the city.
However, as of 2018, 814 families continued to live in the zone of unconditional mandatory reset-
tlement, including those who initially refused to move and those who returned to their native homes
later.

Second, after 1986, there was a significant decrease in the birth rate in the affected areas, and
the contaminated areas had the highest mortality rates of the population in comparison with other
regions. Furthermore, children born between 26 April 1986 and 26 February 1987, whose parents
were in the territory of the now officially designated exclusion zone at the time of the accident,
had a significantly higher number of chronic diseases of the nervous system and mental disorders
compared to children in other regions of Ukraine. Mortality rates remained significantly higher in
radiation-contaminated areas even 10 years after the accident. For example, in eight districts of the
radioactively contaminated zone of the Zhytomyr region, the death rate per 1,000 people in 1997
was 17.5, compared to 16 people per 1,000 in the region. In the most polluted districts — Narodychi,
Korosten and Luhyny — the death rate per 1,000 people was 29.5, 21.9 and 21.3, respectively
(Mykhailenko 1998, p. 94). This negatively impacted the demographic balance of the country. In
particular, in the years following the accident, an average annual decrease in the number of people
was recorded in the radioactively contaminated regions, which, since 1989, amounted to 7-13%,
while in Ukraine as a whole, this indicator was 4-11% (Lakiza-Sachuk, Omelianets and Pyrozhkov
1994, p. 22).

Third, the Chornobyl disaster exposed about 4 million Ukrainians to radiation, including
2,315,900 million people (including 499,500 children) who were forced to live in a radioactively
contaminated territory (Hudkov 2003, p. 22). According to medical examinations, more than 80%
of patients (85% of whom were the liquidators of the accident) became disabled over the next 20
years (Poiarkov et al. 2006, p. 5). Among them, according to scientists, 60—70% lived in villages
and about 30% lived in cities. Agricultural and forestry workers were the most exposed to radia-
tion among all the demographic categories of the Ukrainian SSR, excluding liquidators and station
workers. In particular, according to the All-Union Scientific Center of Medicine, which monitored
radiation doses, the highest level of radiation doses was recorded in employees of rural farms, at
0.6-1.3 rem/H, and of forest estate lands, at 1.0-1.5 rem/H (Central State Archive 1/32/2671).

Health impacts

Moreover, the accident at the Chornobyl Nuclear Power Plant caused a surge in the incidence
of adult and child diseases, both in the country as a whole and in the regions most affected by
radiation.

The first was acute radiation sickness, with which 237 people were diagnosed in the second half
of 1986 (28 of whom died). In the next two years, another 134 people were treated for the severe
consequences of radiation. During the period 1987-2005, another 29 Ukrainians died from compli-
cations caused by acute radiation sickness. The most common causes of death were sudden heart
failure, cancer and somato-neurological pathologies.

According to medical monitoring data, all people evacuated from the affected area showed
a tendency to develop diseases of the respiratory, digestive and circulatory systems, as well as
malignant neoplasms. Now, most medical scientists talk about the long-term consequences of
Chornobyl, which are manifested in a triad of cancers that develop over 2 to 30 years. These are
thyroid cancer, leukaemia and breast cancer.

One of the most serious consequences of the Chornobyl accident was the increase in the in-
cidence of thyroid cancer, especially among children. From 1986 to 2002, 2,702 patients aged 0
to 18 years were treated for thyroid cancer in Ukraine. Among these patients, 1,882 were children
(0-14 years old). Through 2014, the number of patients with this type of cancer continued to grow.
The statistics were simply dreadful; 10,600 people fell ill with the disease, and they were those who
were exposed to radiation in childhood or adolescence.
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Leukaemia also began to appear mainly in the first years after the Chornobyl tragedy, and breast
cancer became common in women who were exposed to a high dose of radiation while working to
eliminate the consequences of the accident. According to statistics, there were 8,000 such women
diagnosed with breast cancer (Radio Liberty 2016). The situation has now stabilised, but every
year, doctors detect 20—30 cases of cancer in people who were exposed to a high dose of radiation
in 1986.

In addition, both displaced persons and people who lived in polluted areas showed a tendency
to develop mental disorders, namely, depression, insomnia and social dysfunction.

A separate category of people requiring both medical and social support is the participants in the
liquidation of the Chornobyl Nuclear Power Plant accident. About 600,000 of these people are still
alive today. On average, the effective radiation dose per liquidator in 1986-1987 was 163.7 mSv.
In this category of people, according to the medical service, health deterioration was recorded in all
classes of diseases, primary among which was oncological diseases (mainly leukaemia), as well as
cardiovascular diseases and endocrine and mental disorders. As of 2021, according to the organi-
sation Chornobyl Union, out of the 600,000 liquidators, 10% had died, and 165,000 had become
disabled people of groups I, Il and Ill (Main Directorate... 2021).

As of 2021, the total number of victims of the Chornobyl Nuclear Power Plant accident was
2.5 million (‘In Ukraine 1.6 Million People...’), including 1.6 million people annually seeking help in
medical institutions. Such a large figure is a clear indication that the problems associated with the
terrible accident have not disappeared but still remain relevant and require concrete efforts from the
modern authorities to provide financial and medical support to citizens affected by the Chornobyl
disaster.

Conclusion

At the beginning of the 2010s, not all state institutions directed their efforts toward improving the
social protection of these categories of Ukrainian citizens. In particular, the Cabinet of Ministers,
headed by then Prime Minister Arsenii Yatseniuk, sent a number of resolutions to the Verkhovna
Rada. Law 76-VIII, “On Amendments and Cancellation of Certain Legal Acts of Ukraine”, was thus
adopted by the Verkhovna Rada and amended Law No. 791 a-XIll, “On the Legal Status of Territories
Exposed to Radioactive Contamination as a Result of the Chornobyl Disaster”. As a result, since 1
January 2015, the zone of enhanced radioecological control, that is, half of the contaminated ter-
ritory of Ukraine, has been eliminated. This, in turn, set a precedent for depriving some Ukrainian
citizens of the status of victims of the Chornobyl disaster and, therefore, of the benefits to which
they are entitled. By the decision of the Supreme Court of Ukraine in January 2019, this status and
related benefits remain for people who lived and worked in the former fourth zone of radioactive
contamination.

Certain positive steps were taken to improve the social situation of Chornobyl victims in 2017,
when the fifth President of Ukraine, Petro Poroshenko, signed Law No. 2082-VIIl, “On Amendments
to Article 48 of the Law of Ukraine On the Status and Social Protection of Citizens Affected by the
Chornobyl Disaster”. This normative legal act amended the right to receive annual rehabilitation
assistance for children who lost one of their parents as a result of the Chornobyl disaster and were
evacuated from the exclusion zone in 1986.

On 1 July 2021, Law No. 1584-IX, “On Amendments to the Law of Ukraine On the Status and
Social Protection of Citizens Affected by the Chornobyl Disaster” was enacted, signed by the sixth
President of Ukraine, Volodymyr Zelenskyi. According to this law, the minimum disability pensions
and minimum pension payments to persons who became disabled as a result of the accident at the
Chornobyl Nuclear Power Plant significantly increased. Despite these positive steps, work aimed
at improving the social protection of this category of citizens must continue.

Thus, the echo of the Chornobyl Nuclear Power Plant accident remains noticeable for the pop-
ulation of Ukraine 36 years later. The unresolved tasks of minimising the consequences of the
tragedy, set at the beginning of the 21 century, require modern approaches. First, a return to life
must be made possible; namely, the safe living and farming of territories that have been exposed
to radiation contamination must be realised, and using the latest technologies, we must restore
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agricultural soils. Second, the state must stabilise the demographic situation by improving the birth
rate and mortality rates, quickly detecting diseases in the population affected by the accident and
providing high-quality medical services primarily to those who are classified as high-risk. Third, only
by the joint efforts of Ukraine and the international community is it possible to resist the nuclear
threat posed by Russia’s shelling of the Zaporizhzhia Nuclear Power Plant and prevent another
nuclear catastrophe, the devastating consequences of which would be felt not only by Ukraine but
by the whole world.
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Introduction

Ukraine is the largest country in Europe by area but receives 10 times less revenue from tour-
ism than similar European countries such as France and Spain. Moreover, Ukraine has the lowest
income from tourism per capita — only USD 118. In comparison, Poland receives 2.4 times more
per capita, and the per capita rate in Spain is 8.4 times more. Overall, the income from tourism in
Ukraine is only USD 5.08 billion, with 24.6 million tourists visiting each year. By contrast, Hungary
is visited by 2.4 times fewer tourists, yet the revenue derived from each tourist is 2.3 times higher.
Similarly, Norway is visited by 5.2 times fewer tourists, and the income per tourist is 5.7 times more,
while Israel, in conditions of constant military tension and with a population 5 times smaller and
a territory 27.7 times smaller than Ukraine, is visited by 8.4 times fewer tourists, but the per capita
income is 9.3 times greater than that in Ukraine (IHigiaTvBHa rpyna 2021).

The unfavourable tourism situation in Ukraine has worsened due to the COVID-19 pandemic.
Additionally, because of military operations on its territory, tourism has almost entirely ceased to
exist. Both domestic and international tourism, as well as participation in related activities (hotel
and restaurant businesses, air transportation, insurance, excursion activities, etc.), have declined.
Other factors, such as the liquidation of the state body that was responsible for tourism and the
absence of a complex approach to tourism, have also negatively impacted the industry. One of
the most crucial factors is the imperfect and outdated legislation regarding tourism development
in Ukraine. Hence, it is urgent to create a set of proposals to save the tourism sector and return
Ukraine to pre-pandemic level tourism. In the long term, we aim to achieve competitive indicators
of tourism development among European countries.

First, it is necessary to seize the chance to turn Ukraine into a popular tourist destination after
the war is over. International tourists would like to learn more about the country, its culture, and the
places of military operations. In this context, tourism and its related activities will be in demand in
the post-war socio-economic revival of Ukraine. Thus, it is expedient to create a programme for
transforming Ukraine into a tourist destination.
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Second, a thoughtful and complex approach is necessary to revive tourism in Ukraine and
promote Ukraine as a tourist destination. Some steps have already been taken in this direction.
A Reanimation Package of Reforms in Tourism (IHiuiaTuBHa rpyna 2021) was proposed by an initia-
tive group from Kharkiv Karazin National University. In this document, several main directions for
improvement were outlined, including institutional, legislative, and strategic goals.

In this study, the authors have chosen to focus on legislation, as they believe that adequate and
flexible legislation responding to the current situation will be of great help in developing Ukrainian
tourism.

Ukraine’s legal regulation of tourism faces many problems and challenges. First, there is the
need to regulate the organisation of new types of tourism (dark, military, extreme, etc.) and the
certification of innovative excursion programmes related to the recent history of the war in Ukraine.
For instance, to conduct a new excursion, it is necessary not only to write a proposal but also to
gather several documents, including permits that certify the excursion as a tourist-ready product
and confirm the right of a person to conduct the excursion.

Second, security measures must be strengthened for travellers and appropriate legal tools must
be created, especially during the organisation of dark and military tourism in areas where active
hostilities were carried out. For instance, it is necessary to know what state services or bodies to
address to obtain a permit for safety; what safety procedures should be upheld during the tour; who
can be a tour guide on such tours and what their professional skills and competence must be; and
the mechanism of supporting a tourist in case of emergency.

Third, there is a lack of effective mechanisms for protecting consumers of tourist services. The
current legislation does not foresee many issues. One of the most significant problems is the lack
of liability insurance provided by travel companies for low-quality or incomplete provision of travel
services. Tourists are forced to go to court or contact insurance companies to receive compensa-
tion or reimbursement for the cost of non-provided or low-quality services. This mechanism is too
complicated and time-consuming, so most tourists avoid it. As a result, tourist companies are not
interested in providing high-quality services.

Fourth, tourism activities are over-regulated, and an unnecessary workload is placed on
Ukrainian businesses.

1. Fifth, there are discriminatory conditions on the activity of tourism enterprises as a mechanism
of financial guarantees, which do not take into account the volume of tourist services provided
by the enterprises. For example, the right of tour operators to conduct other activities and opera-
tions is limited, and there is a conflict of law regarding the permit system for the right to provide
tourist support.

2. Lastly, Ukrainian legislation is not currently aligned with international law and does not take into
account the experience of most countries with developed markets for tourism services.
Therefore, the current Law of Ukraine “On Tourism” needs critical rethinking in the context of

post-war humanitarian, socio-economic, institutional, and cultural challenges to meet the interests

and demands of society and businesses, taking into account the best international and European
tourism business practices.

In general, the systematic improvement of Ukrainian legislation on tourism has not yet been the
subject of research. In particular, there has been no research on the problems of the legislative
provision of tourism in the post-war period. In this context, it seems expedient to outline the major
areas of Ukraine’s tourism legislation that must be addressed immediately and implemented in the
post-war period.

Hence, the purpose of the article is to outline the main directions for improving Ukrainian legisla-
tion on tourism in post-war times. The authors aim to provide an adequate scientific and practical
justification for the determined directions and are convinced that the creation of an appropriate
legislative basis will support Ukrainian tourism and entrepreneurs who are engaged in the recep-
tion and service of tourists in Ukraine, making tourism a competitive economic sector in Ukraine.
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Literature review

The review of the literature shows that some Ukrainian and international scholars have studied
legislation on tourism development. In particular, Bobkova et al. (5o6koBa et al. 2014) studied the
general issues concerning the legal support of tourism as a system, forming a systematic approach
to the history, current state, and prospects of legal support of tourism in different countries, as well
as analysing the legislation of tourism in some countries with developed tourism.

The relationship between tourism and armed conflicts has also been examined in various arti-
cles; for example, the ongoing conflict in Israel (Mansfield 1999), Thai tourism and the Vietnam War
(Suntikul 2013), and the Yugoslav Wars and tourism (Causevic 2010) have been studied. In the
latter, the author showed how the Yugoslav Wars contributed to the promotion of local cultural her-
itage through the “tourisification” of war memories in Sarajevo. However, most articles have been
devoted to the phenomena of dark (Miles 2002; Light 2017) and political tourism (Rivera 2008;
Simone-Charteris and Boyd 2011). The studies focused on a wide variety of related issues: conflict
sites as attractions, motives for visiting war and conflict locations, and dilemmas of how to satisfy
the competing demands of those who remember and those who are willing to forget (Boyd 2016).
However, the issues concerning the legislation of tourism were not touched upon in these studies.

Some issues concerning the legislation of tourism are found in works by Butler (2015) and
Jakulin (2016), who are devoted to the study of tourism as a multifaceted phenomenon. However,
in these studies, legislation was analysed within the framework of general tourism development. In
particular, Jaculin (2016) considered the systematic management of the tourist destination and the
mechanisms of regulating its effective functioning, while Butler (2015, p. 20) argued for the signifi-
cant role of comprehensive planning for tourism development, as without it, “tourism development
can be carried out sustainably”.

A group of Balkan scholars (Metodijeski et al. 2017) analysed tourism legislation in the Balkan
countries of Croatia, Serbia, Macedonia, and Bulgaria. They provided basic data according to the
selected criteria: territory characteristics, population, number of international tourists, tourism law,
and the existence of a National Tourism Organization. In addition, they considered government
bodies responsible for tourism, national tourism development strategies, and tourism-related leg-
islation. Their analysis and review of tourism laws were based on a systematic evaluation of the
laws’ content, and they outlined the structures, differences, and similarities of tourism laws in the
Balkan countries.

A more detailed analysis of tourism policy is presented in the work conducted by Denda et al.
(2019), in which the scholars analysed the legal aspects of tourism development in Serbia. They
distinguished the following areas in tourism legislation: laws, spatial planning documents, strate-
gies, master plans, and rule books. Their analysis began with the “umbrella document”, the Law
on Tourism, and they defined its main strong and weak features, focusing on its role in promoting
Serbia as a destination. They concluded that Serbia should strategically define appropriate tourism
policy. To respond to the turbulent market and transform Serbia into a competitive tourist market,
the law must be accompanied by other legislative documents specifying necessary tasks.

Other scholars, including Bramwell (2011), Brokaj (2014), and Cooper (2006), thoroughly ana-
lysed the issues of state and regional tourism management, as well as the need to consolidate key
regulatory functions of the state at the legislative level, the right to carry out tourist activities and
provide excursion services, and the need to guarantee the safety of tourist service consumers.
Issues of tourism policy in the EU — in particular, the formation of a competitive environment in the
market of tourist services and the regulation of tourism destinations — were analysed in the work
of Radulescu (2011, p. 67), who noted the significance of regulating as the basis for a sustainable
tourism model that could provide “quality, continuity, and balance between tourism and the needs
of the environment”.

The issues of tourism legislation have thus been researched by scholars with a holistic ap-
proach to tourism. However, scarce articles have focused on directions of improvement exclusively
for tourism legislation. Furthermore, there have unfortunately been no works proposing ways to
improve tourism legislation in post-war times.
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Analysis

As has been established, the goal of this research is to identify what changes should be made
to the current Ukrainian tourism legislation to support the development of tourism in post-war times.
To this end, the researchers applied their professional knowledge and practical experience in the
field of tourism legislation. The researchers also consulted the representatives of multiple tourism-
related NGOs: the All-Ukrainian Tourism Association of Ukraine and the League of Tour Guides in
Kyiv.

Considering the legal implementation of certain norms of Ukraine’s legislation in practical
tourism activity, the major problems of the legal regulation of tourism in Ukraine were outlined.
Subsequently, the main directions for improving Ukraine’s legislation on tourism in the post-war
period were formulated.

Issues to be regulated

The Law of Ukraine “On Tourism” as amended in 2003 does not meet the challenges of the
internal and external environment and must be radically improved to address urgent issues of the
revival of Ukrainian tourism in the post-war period. Significant human, infrastructural, and socio-
cultural losses; the total destruction of popular Ukrainian destinations; and tourist and recreational
resources require powerful institutional and legal changes in the formation of a new model of na-
tional tourism development. The main tool for the success of building such a model will be the sys-
tematic improvement of tourism legislation. The proposed changes are a set of effective measures
to support tourism entities and the formation of a trajectory of optimisation and reformatting of key
business processes. The large-scale involvement of investors is also suggested for the reconstruc-
tion of tourism infrastructure in Ukraine and the restoration of cultural heritage objects.

After a thorough analysis of Ukraine’s current tourism legislation, the authors outlined 9 main
issues that must be addressed.

1. The conceptual and terminological apparatus of the legislation must be aligned with interna-
tional standards in the field of tourism. Such adjustments should be made to align with the
understanding and application of organising international tourism, conducting the statistical ac-
counting of international tourists’ arrivals, and calculating the received incomes.

In particular, due to the legislator’s lack of a clear position on the definitions of “tourism” and
“tourism activity”, the legal status of entities engaged in tourism has been insufficiently defined. As
a result, there is confusion regarding the adoption of bylaws in this area (OnaHactok et al. 2021).

The analysis of international (Tourism Satellite Account 2010) and European documents (EN
2003) proved that Ukraine’s legislation must define new concepts and terms for the modern reality
of the tourism business, which includes innovative forms and methods (electronic tourist vouchers),
online tour sales, the export and import of tourist services, commercial presence in the country,
place of tourist services, place of tourist sales product, online booking systems and/or ordering
travel services, timeshares, travel navigation, tourist information centres, and so on. In addition,
the tourism legislation must align with international standards and definitions of the following terms:
tourist, travel services, visitor, traveller, tour guide, hotel, hostel, day visitor, and social tourist,
among others.

1) The organisation and activities of new types of tourism (military, extreme, etc.) must be regu-
lated, as well as the certification of innovative excursion programmes related to the coverage of
the recent history of hostilities in Ukraine.

2) A favourable investment climate must be created for entrepreneurs who will participate in the
reconstruction of the tourist and general infrastructure of Ukraine.

3) Objects of cultural heritage in Ukraine that require restoration or renovation should be trans-
ferred to the subjects of tourism business on the terms of rent.

4) Tourism activity leaders, who will carry out the organisation of foreign (inbound) tourism and
form innovative tourist products for this category of consumers, should be encouraged.

5) An income tax holiday of 10 years should be introduced for hotel enterprises that are built and
put into operation in the first four post-war years.
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6) Security guarantees for travellers must be strengthened, especially during the organisation of
specialised types of tourism and in areas where active hostilities took place.

7) The responsibility of tour operators and travel agents to provide quality tourist services should
be increased.

8) Restrictions on the right of tour operators to carry out other types of business activities that are
not prohibited by the legislation of Ukraine should be abolished.

These are the most urgent problems that must be settled in the near future, though the list
represented in this article is not comprehensive. More improvements could be made; for instance,
the tourist tax rate could be increased to 5% for inbound tourism and the received funds could be
directed exclusively to the restoration of tourism infrastructure in the region; the renewal of licens-
ing travel agency activities could be improved; and a new permitting procedure for tourist support
specialists such as guides, translators and sports instructors could be introduced. These changes,
however, may happen in the long term.

2. Proposals

2.1. Proposals on the national level
After determining the main problems that must be solved immediately, the authors systematised
the proposals for improving Ukraine’s legislation on tourism in the post-war period. The authors

distinguished the proposals on the national and institutional levels. The first group of proposals is
presented in Table 1.

Table 1. Proposals on the main directions for improving Ukraine’s tourism legislation in the post-war period

The regulatory act of

No. An issue that must be resolved Ukraine that needs Proposals made by the authors
improvement
1. The conceptual and terminological Law of Ukraine “On Improve and supplement the terminological,
apparatus in the field of tourism and Tourism” conceptual, and categorical apparatus
the need for its harmonization with the (Article 1) in the field of tourism in accordance with
European and world standards generally accepted international definitions

of the following terms: tourism, tourist, tourist
services, visitor, traveller, tourist guide, hotel,
hostel, one-day visitor, social tourist, electronic
tourist voucher, online tour sale, export and
import of tourist services, commercial presence
in the country, place of tourist services, point

of sale of a tourist product, a system of online
booking and/or ordering of tourist services,
timeshare, tourist navigation, tourist information

centre, etc.

2. The need for the legal regulation of Law of Ukraine “On Provide legislative definitions for the terms and
activities for the organization of new Tourism” features of the organization of new types of
types of tourism (military, extreme, tourism.
etc.) and the certification of innovative Introduce certification for innovative excursion
excursion programmes related to the programmes.
recent history of hostilities in Ukraine

3. Creation of a favourable investment Laws of Ukraine “On Introduce preferential conditions for investors
climate for entrepreneurs who will Tourism” and who will invest in the reconstruction of tourist
participate in the reconstruction of the “On Investment and general infrastructure of the country.
tourist and general infrastructure of Activities”, Provide for the possibility of creating areas of
Ukraine Tax Code of Ukraine prioritized tourism development.

Cooperate with investors on the terms of

a public—private partnership.

Exempt investment entities from taxation.
Guarantee the return of funds to foreign
investors or the participation of the latter in the
right to own, use, and dispose of objects and
results of investments in Ukraine in accordance
with the laws of Ukraine.
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Table 2 (cont.)

The regulatory act of

No. An issue that must be resolved Ukraine that needs Proposals made by the authors

improvement

4, The possibility of transferring the objects | Law of Ukraine “On Develop the draft law of Ukraine “On Rent
of cultural heritage in need of restoration | Tourism” Payments for the Use of Cultural Heritage
or renovation to the subjects of tourism Sites of Ukraine”.
business on the terms of rent

5. Stimulation of tourism activity subjects Law of Ukraine “On Partially finance expenses (at the expense
who will carry out the organization of Tourism”, of the state budget) for the participation of
foreign (inbound) tourism and will form Tax Code of Ukraine tour operators in inbound tourism in tourist
innovative tourist products for this exhibitions included in the list of annual
category of consumers international exhibitions and fair events abroad.

Exempt transactions for the supply of a tourist
product (tourist service) from VAT for the
benefit of a non-resident by a tour operator,
intended for its consumption on the territory of
Ukraine (export of tourist services).

6. Introduction of a 10-year tax holiday for Draft Law of Ukraine Exempt enterprises providing hotel services
hotel enterprises that are built and put “On Amendments to of 3-, 4-, and 5-star categories from income
into operation in the first four post-war Certain Laws of Ukraine | taxation for 10 years if such hotels have been
years on Reconstruction and reconstructed or rebuilt or have undergone

Development of Hotel overhaul or restoration work and will be put
Infrastructure in the Post- | into operation within four years after the end of
War Period”, martial law in Ukraine.

Law of Ukraine “On

Tourism”,

Tax Code of Ukraine

7. Strengthening security guarantees Law of Ukraine “On Introduce norms on the obligatory formation of
for travellers, especially during the Tourism” a safety plan for each type of tour offered by
organization of specialized types of tourism activity subjects in the tourist services
tourism and in the locations where market.
active hostilities took place

8. Increasing the responsibility of tour Law of Ukraine “On Introduce effective instruments of financial
operators and travel agents for the Tourism” guarantees for tour operators’ and travel
quality of tourist services agents’ civil liability to tourists, the amount of

which will depend on the volume of services
provided by the tourism enterprise for the
reporting (calendar) year.

9. The abolition of restrictions on the right Law of Ukraine “On Repeal the norm on the exclusivity of tour
of tour operators to carry out other Tourism” operator activities that is represented in Article
types of business activities that are not 5 of the Law of Ukraine “On Tourism”.
prohibited by the legislation of Ukraine.

Source: Own elaboration.

2.2. Proposals on the institutional level

The second group of proposals contains the main issues that must be addressed on the institu-

tional level. Among them, the authors highlighted the following:

1) Create an enterprise, “Visit Ukraine”, which would be financed by the state and investment
funds to implement measures promoting tourism in Ukraine.

2) Introduce a set of measures to promote Ukraine as a unique tourist family destination in Europe.

3) Create a multilingual promotional video for the international tourism market under the brand, “By
visiting Ukraine, help rebuild the European family!” Broadcast the video on the world’s leading
television and radio company, CNN, and post it on social networks popular among foreigners
(Facebook, Instagram, TikTok, Snapchat, and Twitter). The efficiency of posting on social net-
works is substantiated by the analytical company Insider Intelligence (2022), as these social
networks were the most popular abroad in 2021.
Thus, the set of measures proposed by the authors aims to create a legal basis for the restora-

tion of national tourism and promote its rapid and successful development, which will positively
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affect other socio-economic processes of post-war Ukraine (such as the reconstruction of general
and tourist infrastructure, job creation, investment, and addressing social and humanitarian is-
sues). Legal and institutional measures to direct tourist flows to Ukraine and restore and build
foreign consumers’ trust will help support the processes of sustainable tourism development in
Ukraine and the world.

Conclusion

The unpredictable global coverage of Russia’s military aggression against Ukraine has ham-
pered all spheres of socio-economic life, caused a serious humanitarian and infrastructural crisis,
and blocked travel and leisurely local traffic in Ukraine. Against the background of serious problems
caused by the war, there is a significant redistribution of tourist flows around the world and a gen-
eral reduction in tourism caused by the COVID-19 pandemic. These factors will inevitably affect the
socio-economic prospects of Ukraine and increase the risks for most developed countries in terms
of tourism, as well as launch serious global economic issues across the world (rising energy prices,
food, unemployment, etc.).

Given this context, the authors argue that a task of utmost priority in post-war Ukraine is restor-
ing the socio-economic development of the state and society. This project can be aided by the for-
mation of a tourism renovation model which attracts guests and investors from all over the world.
This, in turn, will require the systematic improvement of Ukraine’s legislation on tourism, taking into
account the post-war humanitarian, socio-economic, institutional, and cultural challenges.
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Abstract

The article examines the peculiarities of the formation and development of tourist destinations in the western
Ukrainian border regions. GMDH analysis of statistical indicators of tourism in Lviv, lvano-Frankivsk, Zakarpattya,
Volyn and Chernivtsi regions revealed the importance of information campaigns promoting local destinations. The
strategy for tourist destination formation, information support and promotion in the western Ukrainian border regions
is developed and the components of its realisation are described.
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Introduction

Tourism, a sphere of economic activity that uses natural and recreational resources, is widely
developed in the modern world. Tourist activity is based on the integrated use of the potential of the
territory and the output of different industries to create an attractive product based on a combina-
tion of goods, services and impressions. The tourism market is not only one of the most globalised
markets but also contributes to the globalisation of other markets and economic activities.

A wide range of tourism products, which are based on different features of the area where they
are produced and sold, can be targeted at a specific audience. Some types of tourism require ex-
pensive and highly organised tourist infrastructure as well as high-quality services, while others can
develop in the almost complete absence of such amenities. Nevertheless, in both cases, tourism is
seen as a sphere of economic activity that can stimulate the economic development of the territory
and create the necessary conditions for its growth.

Ukraine, actively using natural and recreational resources, rose 10 positions in the
Competitiveness Index in travel and tourism over the past two years to take 78th place out 140
countries, according to the World Economic Forum (The Travel & Tourism... 2019). Valery Rudenko
and a group of scientists note that “after land and water resources, natural and recreational po-
tential is the main resource in 16 physical and geographical regions of Ukraine (almost 6% of the
total area). The Crimean mountains and the Transcarpathian region occupy leading positions here”
(Rudenko 2014, p. 75).

At the same time, Ukraine, despite its unique tourist potential, owes a relatively small share of
its national economy to tourism. In 2017, the value added by tourism amounted to $1.3 billion, the
lowest in Europe except for Albania and Luxembourg (Danylyshyn).
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Considering a tourist destination as a product, the formation of tourist destinations in regions
with unique tourist resources refers to strategic economic entities that will promote the proportional
development of territorial and sectoral economies, ensure the growth of revenue, create new jobs
and improve the living standards and health of the local population. As noted by Vladimir Quint,
strategists must be able to anticipate patterns and trends that have not yet manifested and be able
to adequately plan their impact (Kvint 2015, p. 6).

The use of a strategic approach to the formation and development of tourist destinations in-
volves the selection of factors that determine the attractiveness of a tourist product or service in
a particular area. Tourist and recreational potential are aspects of sustainable economic develop-
ment in the medium and long term. The objects of strategic planning for the development of a tour-
ist destination are the introduction of innovative organisational and technological solutions to attract
and serve tourists, mechanisms to ensure and improve the quality of tourist services, intensification
of the use of information and communication systems, and more.

Information technologies in the strategic development of tourism

Modern tourism information systems consist of several types of support subsystems, which in-
clude software, technical, legal, organisational, logistical and information support.

For example, personal computers with office software allow tourist enterprises to effectively
solve many problems in the following areas: development of the necessary documentation, en-
suring proper document flow, preparation of contracts and agreements, accounting for business
results, analysis of business results, marketing research, maintaining databases for customers,
sales, personnel, and so on.

At the same time, the key role of information technology is to attract tourists to the destination,
from acquaintance with the destination and choice of itinerary to the formation of impressions of the
destination. That is why the effective use of the internet for the promotion of the territory or region is
an important element of the establishment and strategic development of a tourist destination. This
may entail the creation of an internet portal, promotion on social media such as Facebook, Twitter,
YouTube, etc., banner and contextual tourist advertising, and destination promotion on specialised
tourist portals, sites, forums and blogs.

It is also necessary to consider the importance of electronic catalogues, virtual tours, online
booking, transport accessibility and infrastructure, development of destination facilities, availabil-
ity and quality of labour resources, environmental constraints and more. According to Turkish re-
searcher Nermin Kisi, a strategic approach to destination formation and sustainable tourism de-
velopment requires diversification of tourism products and event management, destination image
creation, regular visitors, a management system, promotion and branding strategies, partnerships
and cooperation (Kisi 2019). He offers the following block diagram of strategy development (Kisi
2019, p. 7):

Key factors — decision hierarchy - prioritisation — development strategy

The development of a strategic concept of destination development based on selective types of
tourism is also proposed by Montenegrin researcher Aleksa Vuceti¢, who used statistical methods
to establish that certain types of tourism imply a different range of destination product manage-
ment, based on which the vision, mission, strategic development goals can be determined, along
with strategies for the development of a particular tourism product, depending on the phase of the
life cycle of the destination (Vuceti¢ 2010, p. 5).

One step in the development of a strategy for the formation and development of tourist destina-
tions is strategic analysis of the environment, which involves the study of the external environment,
immediate surroundings and internal environment of the destination.

The external environment includes the legal regulation of tourism development, macroeconomic
influences, political processes, scientific, technical and technological development, and so on.

The immediate environment is composed of suppliers, consumers, competitors, the labour mar-
ket, general infrastructure, and the like.
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Analysis of the internal environment reveals the tourist potential of the destination. This depends
on the availability of natural recreational resources, historical monuments, culture, architecture, the
development of special infrastructure (hotels, restaurants, entertainment venues, etc.), travel agen-
cies, qualified personnel and similar factors.

It is important that travel services, such as tickets to the destination, public transport, car rental,
booking of hotels, restaurants and other services, as well as reliable information on accommoda-
tion programs and other related services are now easily available through the internet portals of
tourist destinations.

Researchers Mariana Grytsiuk, Pavlo Grytsiuk and Yurij Gryciuk have proposed a strategy
for sustainable tourism development in the Carpathian region, which includes almost all western
Ukrainian border regions. The purpose of the strategy is to transform the territory of the Carpathians,
with its rich natural resources as well as its historical and cultural heritage, into a safe area with
a clean natural environment that is attractive to residents and entrepreneurs (Grytsiuk et al. 2017).
However, the proposed strategy applies only to the mountainous part of the region and does not
correlate with other regional socio-economic development strategies. The development of a strat-
egy for the formation and development of each destination must take into account all the elements
of the internal environment described above.

There are different approaches to the choice of strategies for the formation and development of
a tourist destination, including the expansion of established places and territories, comprehensive
coverage and centralisation.

For the western Ukrainian regions, which boast a significant concentration of natural recreation-
al resources as well as historical, cultural, and architectural monuments, the most effective strategy
is based on comprehensive coverage. This approach involves dividing the entire territory of each
region into several destinations that unite the most attractive places for tourists.

25 30 35 a0

N Bulgaria_

Figure 1. Western Ukrainian territories bordering Poland, Slovakia, Hungary and Romania

Source: own elaboration.
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The study of the formation and functioning of tourist destinations in the border regions of Poland,
Slovakia, Hungary and Romania and comparison with the initial conditions of the western Ukrainian
border regions (Fig. 1) shows the need to develop a strategy.

This strategy should be aimed at the determination of priorities that take into account the pos-
sible directions of destination formation, including the assessment of prospective destinations and
potential limitations to their development.

Factors of tourism development in the western Ukrainian border regions

Research into the development of regional tourism is supported by many modern methods of
statistical analysis: Naive, MA, single-exponential smoothing, ARIMA, multiple regressions, neural
networks, and so on (Burger et al. 2001). However, tourism development is a complex and non-
linear phenomenon. Therefore, the choice of an adequate modelling method affects the accuracy
of its factor analysis. In recent years, the Group Method of Data Handling (GMDH) has proven to
accurately describe tourism processes (Shabri 2015).

Developed in 1974 by Madala and Ivakhnenko (1974), GMDH is a method of multidimensional
analysis for the modelling and identification of complex systems. The general relationship between
input and output variables in it is described by the complex polynomial series Volterra, known as
the Kolmogorov-Gabor series:

n n n n n n
y=a,+ Zal.x,. + Zz%.x,.xj + zzz%kxixjxk +... (1)
i=1

i=1 j=1 i=l j=1 k=1

GMDH analysis most often uses a polynomial in the form:
V=a,+ax, +a,x; +axx, +a,x; + asxf. 2

The main parameters of tourism development in the western Ukrainian regions were formalised
from the official 2019 data of the State Statistics Service of Ukraine (Sait Derzhavnoho...). Data
on regional tourist destination websites have been obtained from the open data of the Google
Search service. The parameterisation included the following indicators of Lviv, Ivano-Frankivsk,
Zakarpattia, Volyn and Chernivtsi regions:

* number of web pages about tourist destinations in the region;
» number of legal entities involved with tourist activity;

 land areas suitable for tourism

e capital investments;

e number of club establishments;

» forest lands (hectares);

» area of reserves and national nature parks;

 the length of the road network.

The dynamics of the income of individual entrepreneurs from the provision of tourist services in
these areas were chosen as the initial target parameter.

GMDH Shell DS software was used to build the GMDH model. For acceptable forecast accu-
racy, the following modes of application of the GMDH were chosen: observations were mixed in
even/odd mode; method of verification — cross; number of parts — 4; criterion — mean square of the
deviations; ranking of variables — by correlation; restrictions on the best variables — 20; the main
algorithm is combinatorial (fast). Following GMDH analysis, the model rejected insignificant input
factors and found, with a coefficient of determination of 0.9, the functional dependence of the output
and input parameters:

Y =9,507.1 + 0.00002*(0.0007*x *x, — 7,519.44)*
(194.98 +0.0079 *x *(x * 0.087 — 7,903.82))
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where Y represents the income of individual entrepreneurs from the provision of tourist services, x;
is the number of web pages with information about tourist destinations in the region, and x, is the
area of reserves and national nature parks.

In the case of the western Ukrainian border regions, GMDH modelling revealed a strong posi-
tive dependence of tourism income development on the representation of tourist destinations on
the internet and areas of protected recreational potential. The remaining indicators did not show
importance as effective growth points for tourism. Thus, the identified factors of the use of informa-
tion technology were the basis of the strategy for the formation, information support and promotion
of tourist destinations of the western Ukrainian border regions shown in Figure 2.

STRATEGY

of formation, information support and promotion of tourist
destination of the western Ukrainian border region

Analysis of natural recreational
resources, monuments of
history,

Analysis of the state of tourist
information support
infrastructure

Analysis of the state of promotion of
tourist destinations

Formation of concept

Assessment of prospects
and limitations of tourist
destinations development

Defining the purpose, talks,
principles and mechanisms of
development of tourist

destinations

Concretization of strategy goals
and development of program
documents

Organization of formation and development of tourist

destinations

Compliance with regulatory
and legal conditions and the
choice of organizational and
legal forms of destination
companies

Defining strategic priorities
and choosing the types of
tourist destinations

Development of target programs
on separate territories and
directions of tourism development
in destinations

Creation, information promotion of tourist destinations and sale

of new tourist products

Models of development of
new tourist destinations
(destinations)

Forecasting the development
of tourist destinations and
diversification of tourist offers

Digital marketing of tourist
destinations and sales of new
tourist products

Efficiency of functioning of tourist destinations and expected

result

Defining a system of target
indicators and performance
evaluation criteria

Cross-border cooperation
and cluster development of
tourist destinations

(indicators evaluation)

Digitalization of tourist destinations
development processes
(assessment of the quality of
tourist services)

Figure 2. Strategy for the formation, information support and promotion of tourist destinations in the western

Ukrainian border regions

Source: own elaboration.
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Conclusions

Analysis of the territories of the western Ukrainian border regions confirms their significant tour-
ist potential and the availability of opportunities for the development of related economic activities.
At the same time, the competitive touristic advantages of these regions are considered not only in
the Ukrainian national context. The border situation, the growth of the contact function of the bor-
der, the development of international transport corridors, and the strengthening of interest in the
border regions afford serious prospects for the development of regional tourism in western Ukraine.

Given the availability of visa-free entry into Ukraine and exit to EU countries and the influx of
tourists from the border areas of European countries, who have a common historical and cultural
heritage, traditions and even family ties in western Ukraine, the strategic task is to create tourist
destinations of various types, which will provide significant economic growth and reduce differ-
ences in economic development in border regions, in particular, differences in income, well-being,
infrastructural provision, access to social benefits, etc.

Individual entrepreneurs play an important role in ensuring regional tourism. Due to their size
and a low financial threshold for entering the market, they are agile and adapt readily to the chang-
ing tourist demand. The ability to manoeuvre quickly in terms of basic service provision makes
them an attractive subject for local tourist development. In this aspect, the results of GMDH analy-
sis of tourism statistics from the western Ukrainian border regions showed that an individual entre-
preneur’s revenue from the provision of tourist services (Y) depends significantly on the number
of web pages with information on tourist destinations (x,) and area of reserves and national nature
parks (x,). The identified positive dependence provides an objective basis for the identification of
strategic growth points for tourism in the studied regions, which were taken into account in the pro-
posed strategy for the formation, information support and promotion of tourist destinations in the
western Ukrainian border regions (Fig. 1). The strategy aims to promote the main aspects of tour-
ism development and highlight their impact on the regional economy, thus providing broad social
support to the population and businesses that may be sceptical and wary of establishing a tourist
destination in their home region.

The strategy is implemented in the following stages: the formulation of the concept; the planning
and establishment of tourist destinations; development and promotion of tourist destinations and
sale of new tourist products; efficiency measures and assessment.

Strategies for the formation, information support and promotion of tourist destinations apply to
all geographically neighbouring and interconnected companies operating in the field of tourism.
They are characterised by the commonality and complementarity of their activities. This is because
any tourist area is multifunctional: it creates many territorial products, each of which may have its
own development strategy. The tourist product of the destination is the only commodity utility. It is
created from existing tourist assets and resources of the territory and therefore is an independent
territorial product — a destination that must have a strategy. The strategic orientation of innovative
tourist destination development should be towards creating a competitive tourist product, attracting
investment in the development and new construction of tourist facilities, the introduction of modern
and advanced technologies into tourist services, and widespread promotion on the internet.
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Abstract

The military aggression of the Russian Federation against Ukraine, which started in 2014 and came to another
active phase in February 2022, may change Ukraine’s foreign trade in terms of both its geography and product
structure. The regions of Ukraine will not only have to recover from the consequences of destruction, but also to
seek new directions of foreign economic activity and build connections with reliable partners such as the European
Union and the United States. The paper presents an analysis of changes in the foreign trade of Ukraine and its
regions since 2014 and examines shifts in trade flows in the direction of Western leaders of global trade. The case
of Georgia, another target of Russian military intervention, in the reorientation of its trade flows, is also considered.

Keywords
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Introduction

Military-political conflicts, regardless of their geographical scale, depth of aggravation, and du-
ration, cause imbalances in established socio-economic processes among the involved parties.
Political and military conflicts make normal economic processes of interaction between the warring
parties impossible. As the history of the 20th century shows, wars result in the rupture of existing
international economic ties and the establishment of new areas of cooperation — with new partners
and in new promising industries, as well as in reorientation to new markets. The war between
Russia and Ukraine will be no exception.

The choice of strategic trading partners for a national economy is often determined by the
reciprocity of trade, economic interests, and the historical basis of cooperation. For this reason,
a significant number of the former Soviet republics developed and deepened trade and economic
ties with Russia after 1991, in de facto recognition of its status as regional leader. Other post-Soviet
states, such as the Baltic countries, have chosen a clear focus on Western partners and a path of
European integration. Finally, a third group of countries, such as Ukraine, Moldova, and Georgia,
have been balancing between maintaining traditional trade relations with Russia and developing
new Western areas of cooperation. These states now are facing the challenge of decreasing their
economic dependence on Russia. Ukraine, as the victim of the latest and the cruellest unprovoked
aggression, is now on the path of revising existing trade relations with Russia and deepening exist-
ing trade contacts with the leading Western economies and allies, such as the European Union and
the United States.
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The internal administrative units of the countries play an important role in building new or deep-
ening existing trade and economic relations. In the case of the current war, the foreign econom-
ic relations of the administrative units close to the lines of conflict will be radically reorganised.
Regions further from the front lines, such as the western regions of Ukraine, will gain new potential
to deepen already existing ties with Western democratic countries. In this regard, this paper has
a twofold objective:

— to study the current state of Ukraine’s foreign trade with the EU and the US and reorientation of
trade flows since the start of the conflict with Russia;

— to analyse changes in Ukraine’s regional trade with the EU and US between 2014 and 2021 and
to identify specific features of trade inherent to the administrative units of Ukraine, depending on
their location and economic characteristics.

The case of Ukraine with respect to the reorientation of trade flows will be studied in light of the
experience of Georgia, another post-soviet state with tight economic ties to Russia that has chosen
a pro-European way of economic development and has suffered from a Russian invasion.

Literature review

A significant number of works by domestic scientists study the realisation of Ukraine’s export
potential through the transformation of foreign trade policy in the context of rapprochement with
the EU and a shift away from close cooperation with the Commonwealth of Independent States
countries. According to Diatlova and Polozhentseva (2020), the strategic reorientations of the glob-
al course of Ukraine’s economic development have challenged the long-established partnerships
between regional industrial enterprises and their foreign economic partners. Therefore, the imple-
mentation of the new course requires significant effort, especially at the regional level, where the
actual trade cooperation takes place.

Some researchers (Rakhman, Yevtushenko and Rudas 2020) focus primarily on the significant
potential of Ukraine’s economic relations with the EU and the inevitable growth of mutual trade
given improvement in the legal framework. Others pay special attention to trade between Ukrainian
and European foreign businesses in certain kinds of goods (Artamonova 2019). At the same time,
very few researchers are trying to find other priority export areas beyond the EU in case of a final
severance of current trade relations with Russia.

To date, the academic interest in trade cooperation between Ukraine and the United States has
been rather limited, which can be explained by the geographical remoteness of the two countries
and weak American interest in trade with Ukraine stemming from Russia’s policy of “patronage”.
Only a few studies are dedicated to regional specifics of Ukraine’s trade with the United States
(Lazhik and Melnyk 2012), while others consider the influence of mutual trade on Ukraine’s devel-
opment only at the macro level (Vasylytsya 2017).

Examining the involvement of Ukrainian regions in foreign trade, the authors identify problems
such as excessive regional differentiation of foreign economic activity in Ukraine, an export struc-
ture dominated by raw materials, and excessive dependence on foreign trade in many regions,
which makes their economies vulnerable to foreign markets (Sokolovska 2020). These features are
generally common to all regions of Ukraine.

Other studies of foreign economic relations focus on border regions. These regions, being on
the periphery, away from the central markets of the country and, in turn, close to those of neigh-
bouring countries, have additional advantages and opportunities for foreign trade operations and
other types of foreign economic activity (Zelinska 2020).

Previous Ukrainian research into the deepening cooperation with the EU has focused on the
positive role of the Western border regions of Ukraine in the implementation of the foreign econom-
ic course of the state. Now, with a rupture of trade relations between Ukraine and Russia becom-
ing inevitable, a question arises about the possibilities of trade reorientation for other border areas
(Eastern, Central, and Northern regions) that are remote from the frontier with the EU. Because of
recent hostilities, these regions are at greater risk of destruction, and supply chain disruption may
discourage or prevent the use of established trade routes.
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Methods and data

The study employs general methods of analysis (a study of conditions and indicators of Ukraine’s
trade with major partners), including retrospective analysis, synthesis (consideration of Ukraine’s
trade as a set of foreign trade operations in its regions), and generalisation for conclusions. Specific
methods of statistical evaluation and graphical display of results (construction of time series and
diagrams of exports and imports, calculation of the share of regions in trade in goods and services
and displaying them in tables, determining the relative deviations of trade indicators by the basic
method) were used. Data provided by the State Statistical Service of Ukraine (SSSU) and the
National Statistics Office of Georgia (NSOG) serve as a basis for statistical analysis and compari-
son.

Results

Overview of general changes in Ukraine’s trade with the European Union and the United States
in 2014-2021

Foreign trade has a great influence on the economic independence of the country. Relying on
imports from a certain trade partner as well as concentration of export flows poses a threat to na-
tional security, namely when the partner is aggressive and unpredictable.

Ukraine has made significant progress in economically distancing itself from Russia and reori-
enting its trade flows to other countries. The share of Russia in Ukraine’s turnover of goods and
services decreased from 27.7 percent in 2013 to 7.2 percent in 2021. The analysis of export flows
shows that the majority of Ukrainian exports now go to the EU. Thus in 2021, the volume of com-
modity exports from Ukraine to the EU amounted to 26.8 billion USD, which was 39.4 percent of to-
tal exports of goods. Commodity imports from the EU amounted to 28.95 billion USD (39.8 percent
of total imports). Exports of services to the EU were at 4.49 billion USD (34.2 percent of exports of
services from Ukraine), with imports amounting to 3.23 billion USD (42.6 percent of the total).

Abreakdown by nation shows that goods from Ukraine mainly go to China (11.8 percent), Poland
(7.7 percent), Turkey (6.1 percent), Italy (5.1 percent), and the Russian Federation (5 percent) —
see Figure 1. Russia’s share was 23.7 percent in 2013.
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Figure 1. Main commodity export destinations from Ukraine in 2021 compared to 2013, percent of total exports

Source: SSSU 2022a, data processed and visualised by the authors.

Services exports mostly go to the Russian Federation, the USA, Switzerland, the United
Kingdom, and Germany (Figure 2). Again, Russia’s share has decreased dramatically since 2013.
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Figure 2. Main services export destinations from Ukraine in 2021 compared to 2013, percent of total exports

Source: SSSU 2022b, data processed and visualised by the authors.

The greatest share of imported goods in 2021 originated from China, Germany, Russia, Poland,
and Belarus (Figure 3) while services were imported from Turkey, the United States, the United
Kingdom, and Ireland (Figure 4).
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Figure 3. Commodity imports to Ukraine by main partners in 2021 compared to 2013, percent of total imports

Source: SSSU 2022a, data processed and visualised by the authors.

It is noticeable that trade in goods with the United States is much smaller in volume than trade
with the EU, while the United States is Ukraine’s second-largest trade partner in services. China
remains the main buyer of Ukrainian products, and over the past 5 years, supplies to China have
been growing by an average 17 percent annually (mainly due to agro-food products). Given the
specifics of Ukrainian exports to China (about 55 percent of which is grain) and its supply routes,
which have been interrupted by hostilities, forecasting the dynamics of exports in the near future
is no easy task; nevertheless, we can assume that China’s will retain its leading role as an export
destination from Ukraine.

Russia, on the other hand, has seen a complete severing of trade connections with Ukraine,
with a total ban on Russian imports made official in April 2022 and export restrictions approved by
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Figure 4. Services imports to Ukraine by main partners in 2021 compared to 2013, percent of total imports

Source: SSSU 2022b, data processed and visualised by the authors.

the Government five months later. This will not only lead to a 6 billion USD annual currency loss for
Russia, but will also force Ukrainian companies to reorient to other foreign markets. This will pri-
marily apply to companies selling ferrous metals and products of inorganic chemistry in Russia. As
for imports from Russia, 70 percent of which were energy sources, the results of the ban are also
obvious — Ukraine has the clear task of gaining complete independence from Russian oil and gas.
In our opinion, curtailing trade with Russia will open a new window for increasing trade with other
partners. Still, there is a paradoxical situation in trade in services between Russia and Ukraine.
Though the refusal to provide Russia with transit services from the Ukrainian seems to be clear
and legally grounded, the fuels are still transferred to Europe through Ukrainian territory. Ukraine’s
commitments and status as a reliable transit country do not yet allow curtailing this activity.

However, Ukraine’s export opportunities in the West are the subject of our study, so it is worth
turning attention to how Ukrainian trade flows to and from the EU and the United States have been
changing since 2014.

Trade flows have undergone a considerable shift since the Russian intervention in Crimea,
Donets, and Lugansk in 2014. The Russian Federation had previously been Ukraine’s main trading
partner. However, over the past 8 years, the European Union’s share of Ukraine’s foreign trade has
increased from 32 percent to almost 40 percent, making the EU Ukraine’s leading trading partner.
Compared to 2013, the import of goods from the EU to Ukraine has increased by 1.9 billion USD
in 2021 (7 percent). Exports have grown remarkably, having increased by 10.04 billion USD, or
60 percent. Given such high dynamics of export compared with the rather moderate growth in im-
ports, the negative balance in trade in goods decreased by 79 percent (Fig. 5).

The most dynamic deepening of trade relations between Ukraine and the EU took place after
the signing of the Agreement on the Deep and Comprehensive Free Trade Area (economic part
of which came in action in 2017), which provided for the reduction of most customs restrictions on
a significant proportion of Ukrainian goods. As a result, the import of goods from Ukraine to the EU
increased by 5.73 billion USD (+ 25 percent), with exports increasing by 6.64 billion USD (+ 33 per-
cent) from 2018 to 2021.

Before 2014, the balance of trade in services with the EU was negative and amounted to
16.3 million USD. Over the past 8 years, the balance of trade has become positive and increased
by 1.28 billion USD. In particular, the export of services from Ukraine to the EU increased by
514 million USD between 2018 and 2021, while imports, on the contrary, dropped by 124 million
USD. Compared to 2013, the export of services from Ukraine to the EU increased by 107 percent,
while imports fell by 77 percent (Fig. 6).
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Figure 5. Ukraine-EU commodity trade indicators, 2013-2021, billion USD*
* Excluding Crimea and the occupied territories of Donetsk and Lugansk regions

Source: SSSU 2022a, data processed and visualised by the authors.
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Figure 6. Ukraine-EU trade in services indicators, 2013-2021, billion USD*
* Excluding Crimea and the occupied territories of Donetsk and Lugansk regions

Source: authors’ processing using the data (SSSU 2022b, data processed and visualised by the authors.
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A similar trend of growing volume and exports exceeding imports is seen in trade relations with
the United States. Imports from the United States increased by 21 percent in 2021 from the pre-war
level of 2013. Exports from Ukraine increased by 722 million USD, or 81 percent. Both indicators
also show higher dynamics of growth than in trade with the EU, though there were no such signifi-
cant changes in bilateral trade policy and cooperation between Ukraine and the United States as
was the case with the EU. The negative balance of commaodity trade amounted to 1.72 billion USD
in 2021 (Fig. 7), which is eight percent less than in 2013.
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Figure 7. Ukraine-USA commaodity trade indicators, 2013—-2021, million USD

Source: SSSU 2022a, data processed and visualised by the authors.

The most dynamic deepening of trade relations between Ukraine and the United States hap-
pened during the last three years. Between 2018 and 2021, imports of goods from Ukraine to the
United States increased by 370 million USD (+ 12.5 percent), with exports increasing by 449 mil-
lion USD (+ 45 percent). We assume this happened partly due to revision of the US Generalized
System of Preference Program for Ukraine in 2019 — tariff preferences for Ukrainian imports had
previously been cancelled. As a result, 155 product items were returned to the list of products
subject to zero import duty, mainly products with a high degree of processing and so-called ,niche”
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Figure 8. Ukraine-USA trade in services indicators, 2013—-2021, million USD
Source: SSSU 2022b, data processed and visualized by the authors.
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products, including confectionery, ready-made juices and jams, clothing, haberdashery, electrical
and optical products, tools, engines and pumps, and furniture (USTR, 2019).

Trade in services grew much faster than the commaodity trade. From 2018 to 2021, exports of
services from Ukraine to the United States increased by 890 million USD, and imports by 320 mil-
lion USD. Compared to 2013, exports of services from Ukraine to the United States increased by
262 percent, and imports by 216 percent; the positive balance increased by 308 percent — see
Figure 8.

Noticeably, that trade in services also intensifies in 2018 (as with EU trade), though no signifi-
cant agreements on trade in services were reached with the US at that time, either. Like the growth
in the commaodity trade, this sudden change can be partially explained as a side-effect of deepen-
ing integration with the EU. That is, infrastructural reforms aimed at Ukraine’s integration into the
European common market and approximation of national legislation to the legislation of the EU
serve as a “green light” for American businesses. In addition, new political leaders of Ukraine ex-
pressed a great interest in deepening cooperation with the United States. Such warming in political
relations between the states was a new impetus for trade cooperation.

Structural changes in Ukraine’s commodity and services bilateral trade with the European
Union and the United States

Ukraine’s trade with the EU and the US also exhibits structural changes. Tariff liberalisation,
which began in 2014 as part of the preparation to the free trade agreement between the EU and
Ukraine, has ensured a significant reduction of customs barriers for Ukrainian goods coming into
the EU. The most significant liberalisation concerned consumer and intermediate goods (mainly
products of animal and plant origin, ready-made food products, and chemical products). As a re-
sult, most Ukrainian exports to the EU for the period 2013-2020 were intermediate consumer
goods (about 80%) and consumer goods (about 16%; Taran et al., 2022). The change in the struc-
ture of commodity exports was also ensured by the existing preferential tariff quotas with a zero
import duty rate (primarily for agricultural and food products), which were granted to Ukraine within
the framework of the free trade agreement. The size of individual tariff quotas has gradually in-
creased over the past 5 years, so we can see increasing export dynamics in these product groups
(grain, flour, barley, processed grain products, processed malt and starch products, honey, apple
and grape juices, eggs, etc.).

Currently, the highest increase in Ukrainian exports to the European Union occurred with ferrous
metals and iron ores, along with grain and vegetable fats, accounting for about half of exports to
the EU. The most noticeable trends in the dynamics of Ukrainian commaodity exports to the EU are
as follows:

1. Increase in the export of ferrous metals and iron ores. In particular, the export of ores, slag, and
ash increased from 1.72 billion USD in 2013 to 3.0 billion USD in 2021 (the share of the total
export of Ukraine to the EU increased from 10.3 percent to 11.2 percent). The export of ferrous
metals grew by 34 percent between 2013 and 2021, but the share of total exports decreased
from 24.5 to 20.3 percent. These data show a moderate decrease in the role of export of metals.

2. There was a 40 percent increase in the volume of agricultural product exports, namely for such
commodity items as cereals, seeds, and oil plants (from 1.05 billion USD in 2013 to 1.48 billion
USD in 2021). Export growth rates for such commodity items as fats and oils, milk and dairy
products, eggs, honey, nuts, vegetables, juices, and meat are also noticeable. However, the
share of these groups in total exports remained at about the 2013 level.

3. The export of machines and equipment to the EU has grown significantly. The export of electric
machines increased from 1.49 billion USD in 2013 to 2.57 billion USD in 2021 (by 72 percent).
There was also a noticeable increase in the export of nuclear boilers, reactors, engines, land
transport, ships, and railway locomotives, which proves a positive trend — the growing role of
technology-intensive products in Ukrainian exports.

4. There have been significant changes in the structure of commodity exports as to the level of
processing. In 2013, raw materials, semi-finished products, and processed products took almost
equal shares in exports to the EU (33 percent each). In 2021, the share of raw materials was 29
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percent, semi-finished products — 23 percent, and processed goods — 48 percent. At the same

time, household goods (furniture, clothing, textiles) and products of Ukrainian engineering are

gradually joining the list of export commodities, which shows in the diversification of Ukrainian
exports to the EU (SSSU 2015, SSSU 2022d).

The fact is that while Ukrainian exports to the EU have become more diversified, its structure
remains mainly raw and low-tech. At the same time, there has been a gradual increase in export
quotas for goods with a higher degree of processing and added value (especially certain industrial
and agricultural items), as well as an increase in Ukraine’s participation in the regional added-value
chains of the EU.

The structure of services exports to the EU has also undergone significant changes. A rapid
growth in the share of telecommunications, computer and information services can be observed
(from 13 percent in 2013 to 28 percent in 2021). The volumes of processing services, construction
services, insurance services and services for individuals, and cultural and recreational services
have also increased. At the same time, the transport services sector shows the largest reduction in
terms of the share in total export — from 47.05 percent in 2013 to 29.6 percent in 2021, which results
in large part from the loss of cargo transit flows due to military aggression and transit restrictions set
by the Russian Federation. The share of services related to financial activities has also decreased
—from 3.36 to 1.1 percent (Table 1).

Table 1. Ukrainian service exports to the European Union, 2013 and 2021*

2013 2021
2021 to 2013
Types of services Export | Share in total, Export | Share in total, percentage
volumes, million % volumes, million % change
uUsD uUsD

Material resources processing 617.06 14.7 958.44 21.3 +55.3
services
Repair and maintenance 92.48 2.2 77.01 1.7 -16.7
services not included in other
categories
Transport services 1,974.24 47.05 1,330.02 29.6 -32.6
Travels 73.26 1.74 44.67 1.0 -39.1
Construction services 24.79 0.6 28.12 0.6 +13.5
Insurance 24.89 0.6 98.06 2.2 +294
Financial services 141.41 3.36 50.17 1.1 —-64.6
Royalties and other services 24.49 0.6 23.98 0.5 -2.1
related to the use of intellectual
property
Telecommunication services, 551.54 13.15 1,254.68 28 +127.5
computer and information
services
Business services 644.27 15.35 593.24 13.2 -7.93
Services for individuals, cultural 16.98 33.09 0.7 +94.8
and recreational services 0.4
State and governmental 10.29 0.25 2.80 0.1 -72.8
services
Total* 617.06 14.7 958.36 21.3 +55.3

* Excluding Crimea and the occupied territories of Donetsk and Lugansk.

Source: SSSU 2015, SSSU 2022¢; table by the authors.

Since the beginning of the 8-year war with Russia, there have been some changes in the struc-
ture of Ukrainian exports to the United States, which is, as in the case of the EU, a result of the
reorientation of regional trade flows from the Russian to the Western markets. In pre-war 2013,
the main merchandise exports to the United States were ferrous metals — 30.4 percent, ferrous
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metal products — 14.9 percent, inorganic chemicals — 23.7 percent; agricultural and food products
accounted for 3 percent. In 2021, the most important exports to the United States were ferrous
metals — 56.2 percent, ferrous metal products — 8.7 percent, ores, slags and ash — 4.6 percent, and
fats and oils of vegetable and animal origin — 3.8 percent. The total contribution of agricultural and
food products increased to 9 percent. Exports of metals increased due to industrial regions, and
volumes of agricultural export increased at the expense of agricultural ones. At the same time, the
range of exported consumer goods has expanded and the role of medium- and high-tech goods is
growing. The most noticeable trends in the dynamics and structure of Ukrainian commodity exports
to the United States are as follows:

1. The growth of agricultural products in volume and share of exports. In particular, export vol-
umes of such commodity groups as fats and oils of animal or vegetable origin have grown from
4.67 million USD in 2013 to 60.9 in 2021. The share increased from 0.9 to 3.8 percent. Sales
of vegetable processing products increased from 1.2 million USD in 2013 to 3.88 million USD
in 2021, the share changed from 0.1 percent to 2.4 percent. Among others, not so significant in
volume, but noticeable in terms of growth (more than 1000 times) are exports of milk and dairy
products, eggs, crustaceans, and vegetables.

2. Anincrease in exports of metal ores and metals. In particular, exports of ores, slags, and ashes
grew from 1.87 million USD in 2013 to 75.27 million USD in 2021 (the share in total exports
increased from 0.1 to 4.6 percent). Export volumes of ferrous metals increased from 269.77 mil-
lion USD in 2013 to 912.27 million in 2021.

3. A significant reduction in exports of inorganic chemicals from 210.4 million USD in 2013 (23
percent of total exports to the United States) to 9.97 million USD in 2021 (0.9 percent of total
exports) and an increase in exports of organic compounds and finished chemicals.

Table 2. Ukrainian export of services to the United States, 2014 and 2021*

2014 2021
2021 to 2014
Types of services Export Share in total Export Share in total percentage
volumes, million % " | volumes, million % ' change
uUsD uUsD

Material resources processing 0.87 0.1 1.16 0.1 +34.4
services
Repair and maintenance 4.49 0.7 5.22 0.3 +16.3
services not included in other
categories
Transport services 166.35 24.2 222.55 11.6 +33.8
Travels 7.70 1.1 12.35 0.7 +60.5
Construction services 1.85 0.3 4.29 0.2 +131.8
Insurance 3.85 0.6 2.81 0.2 —26.97
Financial services 30.49 4.4 31.46 1.7 +3.2
Royalties and other services 2.30 0.4 4.10 0.2 +37.1
related to the use of intellectual
property
Telecommunication services, 360.01 52.3 1,393.60 73.2 +287.1
computer and information
services
Business services 105.67 15.4 217.15 11.4 +105.5
Services for individuals, cultural 3.15 0.5 2.80 0.2 -11.49
and recreational services
State and governmental 0.01 0 3.78 0.2 +278.0
services
Total** 687.44 100 1,901.27 100 +176.6

* Excluding Crimea and the occupied territories of Donetsk and Lugansk.

Source: authors’ processing using the data (SSSU 2022b, table by the authors.
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4. Changes in the structure of exports of machinery and equipment to the United States. Against
a reduction in aircraft exports of almost two-thirds (from 61.7 million USD in 2013 to 20.7 in
2021), there was a significant increase in exports of ships (by 5.01 million USD), optical and pho-
tographic devices (by 5.38 million USD), nuclear boilers, reactors, and engines (by 14.13 million
USD), and electric machines — by 40.13 million USD. Thus, machinery and equipment sales
show a positive trend in terms of both volume and share in the structure of Ukrainian exports.

5. Growth in the share of finished consumer products and general diversification of export struc-
ture. Ukraine has begun to supply the US with the products of light industry — ready-made cloth-
ing and fabrics, threads, textiles, toys, furniture, and works of art.

The structure of trade in services has also undergone significant changes (Table 2). The in-
crease in the share of high-tech services — telecommunications, computer, and information ser-
vices — from 52.3 to 73.2 percent of total exports to the US is obviously a positive trend.

The role of transport services, the predominance of which in the structure of exports is a charac-
teristic of most low-income economies, has decreased. In 2013, transport services accounted for
24.2 percent of exports, as compared to only 11.6 percent in 2021. There was a growth in all types
of services, except for insurance services and services to individuals, including recreational, which
is obviously due to the unstable political and security situation in the country. The growth of state
services (more than 300 times) testifies to the strengthening of cooperation at the governmental
level.

Regional dimension of reorientation of trade flows

The growth of Ukrainian exports to the EU over the past 8 years is also reflected in the regions.
Since 2013, almost all regions of Ukraine were showing increase in the volume of commodity ex-
port, with the exception of Donetsk, Lugansk, and the city of Kyiv. The largest share of exports of
goods to the EU in 2020 came from Dnipropetrovsk, Donetsk, Lviv, Transcarpathian regions, and
the city of Kyiv, which together account for about 60 percent of all commodity export to the EU.

The most rapid growth of commodity exports from 2013 to 2020 was for Chernivtsi (+240 per-
cent), Khmelnytskyi (+220 percent), Chernihiv (+216 percent), Lviv (+208 percent), Kherson (+128
percent), and the Transcarpathian (+124 percent) and Dnipropetrovsk regions (+112 percent). At
the same time, the COVID-19 pandemic had a negative impact on export volumes in 2020 com-
pared to the pre-crisis 2019 levels, showing a 10.3 percent overall drop.

The Western regions of Ukraine, namely Lviv, Ternopil, Transcarpathia, Volyn, and lvano-
Frankivsk, supply the EU with machines and equipment, including electrical. In the Eastern re-
gions (Lugansk, Donetsk, Zaporizhzhya, Sumy, Poltava, and Dnipropetrovsk), metals and metal
products, chemicals, minerals, and food products form the basis of exports. The central regions
(Khmelnytskyi, Odesa, Vinnytsia, Rivne, Zhytomyr, Cherkasy, Mykolaiv, Chernihiv, Kherson,
Kirovohrad, and Kyiv regions) are mainly agriculture-oriented and export wood products, fats, and
oils of animal and vegetable origin.

The largest share of the total services exports to the EU belongs to the city of Kyiv (48 percent
of the total volume in 2020), the Lviv region (11.8 percent), the Odesa region (6.5 percent), and
Transcarpathia (6.1 percent). The Volyn, Transcarpathia, Zhytomyr, Lviv, Ternopil, and Khmelnytskyi
regions are most concentrated on services exported to the EU (over 80 percent of exported ser-
vices from these regions go to the Union), while the Donetsk and Mykolaiv regions sell less than 20
percent of their services in this direction — see Table 3.

The capital of Ukraine is the undisputed leader in terms of selling information, scientific, techni-
cal, business and transport services to the EU. Western regions focus on services for the process-
ing of material resources, transport services, construction services, as well as cultural and recrea-
tional services. Eastern and Central regions specialize in transport and processing services (SSSU
2015, SSSU 2021b).
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Table 3. Regional dimension of Ukraine’s goods and services exports to the EU, 2020

Goods Services*
Regions of Ukraine N % of the total | % of the total N % of the total toot/gloéigirt
Million USD export from export _from Million USD | export fl_’om from
the region Ukraine the region Ukraine

Vinnytsya 546.06 36.9 2.9 56.74 34.5 1.3
Volyn 501.12 77.9 2.7 79.65 95.0 1.8
Dnipropetrovsk 2,030.25 26.7 10.9 94.83 50.1 2.1
Donetsk 1,822.86 46.3 9.8 15.17 17.9 0.3
Zhytomyr 430.41 63.2 2.3 70.56 87.7 1.6
Transcarpathia 1,274.73 94.5 6.9 274.18 92.7 6.1
Zaporizzhya 724.25 24.8 3.9 38.92 22.8 0.9
Ivano-Frankivsk 449.13 59.3 2.4 45.44 75.6 1.0
Kyiv (region) 765.30 38.9 4.1 154.74 56.7 3.5
Kropyvnytskyi 249.84 27.4 1.3 8.16 34.4 0.2
Lugansk 73.10 56.4 0.4 7.67 27.5 0.2
Lviv 1,808.02 77.8 9.7 528.48 82.4 11.8
Mykolaiv 364.18 16.2 2.0 52.69 15.2 1.2
Odesa 344.70 25.3 1.8 287.89 34.0 6.5
Poltava 813.05 35.1 4.3 18.18 44.9 0.4
Rivne 385.54 82.1 2.1 37.14 51.8 0.8
Sumy 309.26 31.7 1.7 6.55 22.9 0.1
Ternopil 336.48 75.1 1.8 96.12 86.9 2.2
Kharkiv 363.01 24.7 2.0 143.33 35.4 3.2
Kherson 127.73 455 0.7 11.84 36.3 0.3
Khmelnytsk 327.00 49.3 1.8 23.30 93.1 0.5
Cherkasy 303.72 37.5 1.6 13.11 30.6 0.3
Chernivtsi 134.14 79.6 0.7 30.15 65.9 0.7
Chernihiv 328.41 36.9 1.8 18.56 52.8 0.4
Kyiv (city) 3,787.97 30.5 20.4 2,142.74 50.3 48.0

* Including volumes of services not distributed among regions.

Source: SSSU 2021a, table by the authors.

Commodity trade with the United States does not make a significant contribution to the export
incomes of the Ukrainian regions. The largest volumes of commodity export to the United States in
2020 were from Dnepropetrovsk, Donetsk, Zaporizzhya regions. These regions, together with the
city of Kyiv, export almost 80 percent of all goods to the United States — Table 4. However, since
2018, there has been no increase in exports from these regions except Zaporizzhya region, while
Lviv, Chernivtsi and Poltava regions showed an increase in exports of goods to the United States
even during the COVID-19 pandemic. Thus, export from Lviv region increased by 92 percent in
2020 compared to 2018, Chernivtsi region by 84 percent, and Poltava region 5 times. In pre-crisis
2019, ten regions of Ukraine showed positive dynamics of exports to the United States.
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Table 4. Regional dimension of Ukraine’s commodity and services export to the US, 2020

Goods Services
Regions of Ukraine % of the total | % of the total % of the total | % of the total
Million USD export from export from Million USD export from export from
the region Ukraine the region Ukraine
Vinnytsya 22.14 1.6 2.3 10.30 6.0 0.67
Volyn 0.23 0.1 0.0 1.13 14 0.07
Dnipropetrovsk 192.65 2.6 19.6 36.34 19.2 2.36
Donetsk 263.70 6.7 26.8 0.77 0.9 0.05
Zhytomyr 2.25 0.3 0.2 1.20 15 0.08
Transcarpathia 1.56 0.2 0.2 8.21 2.8 0.53
Zaporizzhya 22351 7.6 22.7 9.53 5.6 0.62
lvano-Frankivsk 1.14 0.2 0.1 5.00 8.4 0.33
Kyiv (region) 8.93 0.5 0.9 9.99 3.7 0.65
Kirovograd 11.34 1.3 1.2 12.67 53.5 0.82
Lugansk 3.08 2.4 0.3 0.21 0.8 0.01
Lviv 17.80 0.8 1.8 62.75 9.8 4.08
Mykolaiv 2.08 0.1 0.2 4.37 1.3 0.28
Odesa 18.38 1.4 1.9 20.21 23.8 1.31
Poltava 48.06 2.1 4.9 4.16 10.3 0.27
Rivne 3.07 0.7 0.3 2.41 3.4 0.16
Sumy 14.15 1.4 1.4 1.24 4.3 0.08
Ternopll 5.13 1.1 0.5 1.65 15 0.11
Kharkiv 15.72 1.1 1.6 114.88 28.4 7.47
Kherson 4.90 1.8 0.5 1.58 4.8 0.10
Khmelnytsk 6.46 1.0 0.7 0.11 0.5 0.01
Cherkasy 35 0.4 0.4 233.86 54.6 15.21
Chernivtsi 0.42 2.5 0.4 1.21 2.7 0.08
Chernihiv 3.34 0.4 0.3 5.46 17.0 0.35
Kyiv (city) 105.87 0.8 10.8 987.82 23.2 64.27

Source: authors’ processing using the data (SSSU 2014, 2021b). Table by the authors.

The share of the United States in services exports is the highest for Kirovograd, Odesa,
Cherkasy, and Kharkiv regions and Kyiv, the lowest — for Donetsk, Lugansk, Mykolaiv, Khmelnytsk
and Ternopil regions. Over 86 percent of services exported to the USA originate from Kyiv city,
Cherkasy, and Kharkiv regions (SSSU 2014, 2021). Thus, there is a high differentiation of regional
volumes in Ukrainian exports of goods and services to the US. Undoubtedly, this trade direction is
still underdeveloped for some regions, leaving a significant concentration of exports coming from
a few regions of Ukraine.

Discussion

Ukraine’s progress in decreasing trade connections and thus economic dependence on Russia
is even more obvious in comparison with Georgia, which also suffered from the military interven-
tion of the Russian Federation. Ukraine and Georgia have at least two common factors significantly
affecting their participation in world trade — close economic relations with an aggressive neighbour
and the chosen path to in-depth cooperation with the EU, which took the form of official association.

Even in the active phase of the war, Ukraine is strengthening cooperation with the EU and
achieving significant success in this direction — it was granted EU candidate status in June 2022.
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The political will of Ukrainian leaders and public support within Ukraine and abroad play an impor-
tant role in these processes.

Georgia is restoring and increasing trade ties with the Russian Federation that preclude its fur-
ther integration with the EU. The country is strongly dependent on energy and food imports from
the Russian Federation. Thus, according to Transparency International Georgia, energy resources
comprise 36 percent of imports from the Russian Federation, which undermines the foundations
of the country’s economic security. About 94 percent of wheat and flour comes from the aggres-
sor country. More than 55 percent of exported wine — Georgia’s leading global export — is sent to
Russia. Since the beginning of the military aggression of Russia against Ukraine, the volumes
of bilateral trade and Russian investment in the Georgian economy have increased significantly.
During March—May 2022, more than 6,400 new Russian companies were registered in Georgia,
which is 7 times more than in the same period in 2021 (Transparency International Georgia, 2022).

Despite positive developments and progress in the implementation of the provisions of the
Association Agreement with the EU, which entered into force in 2014, Georgia is maintaining active
interaction with the Russian Federation, and the reallocation of trade flows towards the EU has not
actually occurred. According to Georgian government data, in 2010 (2 years after the military con-
flict in Abkhazia and South Ossetia), trade with the Russian Federation accounted for only 2 per-
cent of turnover, while by 2014 it had grown to 7.4 percent, and yet further in 2021 to 11.4 percent.
Trade with the EU accounted for 18.5 percent in 2010, 21.8 percent in 2014 (the year when the
Association Agreement entered into force for Georgia), and 21 percent after 8 years of the agree-
ment. The USA’s share in Georgian trade remained the same. In 2021, the country’s share in the
turnover was 5.9 percent, close to the 2010 figure of 5.3 percent (Statistical Yearbook of Georgia
20009; Statistical Yearbook of Georgia 2015; Statistical Yearbook of Georgia 2021). The recovery of
trade ties with Russia will probably have a negative effect both on Georgia’s economic security and
further integration with the EU.

Conclusions and recommendations

The statistical data show a strong trend of intensifying trade between Ukraine and both the
European Union and the United States during the eight years since 2014. This was caused by the
need to reorient trade flows away from Russia and the shift in foreign policy from East to West, from
partners of the post-soviet environment to democratic economies. Furthermore, the implementa-
tion of a Deep and Comprehensive Free Trade Area with the EU is aimed at making Ukraine a reli-
able trade partner and so we can assume that deepening integration with the EU has a positive
effect on Ukraine’s trade with the US as well.

Growing trade cooperation with the EU and the US is one of the ways to resolve the most impor-
tant and difficult task for the modern Ukrainian economy — decreasing economic dependence on
Russia. The statistical analysis shows positive trends in both the volume and structure of Ukraine’s
trade with the EU and the US. Diversification of trade flows, expansion of exports in which Ukraine
already has a strong specialisation (foods, metals, and ores) as well as a growing share of high
value-added goods, including equipment and machinery are the features of current trade coopera-
tion with the studied partners. However, raw materials still make up a large share of Ukraine’s ex-
ports to the EU and especially to the US. Growing trade in technology-intensive telecommunication,
computer, and information services is also very important from the view of modernising Ukrainian
export, bringing it closer to the current trends and demands of the global economy.

Ukraine’s trade cooperation with the EU, including regional, has a special character. It is obvious
that trade cooperation between the Western Ukrainian regions and the regions of neighbouring EU
countries, which was close before, received a new impetus and new opportunities after the signing
of the Association Agreement and its entry into force.

Due to their remoteness, differences in the size of their economies, and the post-Soviet influ-
ence of Russia, Ukraine is not a strategic trading partner for the United States, though the role of
the US in Ukraine’s foreign trade has been growing swiftly in recent years. Considering the warm-
ing in political relations, the reinstatement of tariff exemptions for Ukrainian imports from the side
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of the US, and enormous support in the struggle against the aggressor, trade cooperation between
the regions of Ukraine and the United States may intensify in the near future.

The regional trade flows to the US are rather uneven, in contrast to trade with the EU, in which
almost all regions of Ukraine are actively involved. However, it is obvious that the large industrial
regions of the east and southeast of Ukraine have the closest trade cooperation with the US com-
panies in commodity trade, while services exported to the United States originate primarily from
Kyiv and the central regions.

Further development in priority areas of cooperation between the regions of Ukraine, the EU,
and the US will depend on the post-war product specialisation of the regions and their ability to
refocus on new partnerships. The conditions of access to foreign markets and the political will of
the partners to support Ukraine in a difficult political-economic situation will also play a crucial role.
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