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1 Executive summary 
In 2016, there were 3444 state enterprises operating in Ukraine.1 At the same time, there are only 326 of 
those in Poland.2 Is an ownership of such a large number of the state enterprises by the state of Ukraine 
justified? 

A state can own the enterprises with two primary objectives in mind. The first goal lies in obtaining a 
return on a capital employed, the second — in undertaking certain social mission. 

As long as a state owns enterprises for the purposes of obtaining a profit, ROE level has to be higher than 
that generated by private companies. This survey was conducted to find out if ROE of public enterprises 
is lower than that of the private ones.  

Our model was based on the methodology of the European Commission’s research “State-Owned 
Enterprises in the EU: Lessons Learnt and Ways Forward in a Post-Crisis Context”3. 

According to the analysis results, the state-owned enterprises in Ukraine generate 2.9 percent less profits 
than the private ones, all other conditions being equal. Based on such analysis results, if we assume that 
each of the state enterprises generated 2.9% less profits in 2016, it should mean the state, as an owner, 
had lost around UAH 4.93 bln during one year only. 

At the same time, such effect, though statistically significant, is far less influential in comparison to similar 
effects in various sectors of EU economy: from 8 to 32 percent. This might be a result of methodological 
discrepancies, as well as due to the fact that Ukrainian private companies conceal profits to evade 
taxation, while the state-owned ones have no incentives to do so.  

The next step would be to conduct profitability analysis for specific enterprises and identify if such 
enterprises provide unique social utilities that private companies do not provide. If an enterprise is less 
profitable than those in the private ownership and provides no unique public goods, it should be 
privatised. The description of a public good, if available, should be provided in a state ownership policy 
for all such enterprises in general and for each of them in particular.  

 

 

Centre for Economic Strategy was founded in May 2015 by Tomas Fiala, CEO of Dragon Capital, Ukraine's leading investment 
bank, Ivan Miklos, former deputy prime minister and minister of finance of the Slovak Republic, and Svyatoslav Vakarchuk, 
civic activist, musician. Centre for Economic Strategy contributes to the development of economic growth strategy for 
Ukraine, conducts independent analysis of the most important policy issues, and builds public support for reforms based on 
the following principles: 

• Economic freedom (liberalization, deregulation, privatization) 
• Free and fair competition  
• Small but effective state 
• Transparency and freedom of information 
• Law enforcement and property rights protection 
• Sound and sustainable public finance 
• Knowledge-based economy 

For more detailed information about CES please contact us via tel.: +380 44 492-7970 or email:  office@ces.org.ua. We invite 
you to visit our web-site www.ces.org.ua and join us at social media: facebook.com/cesukraine or twitter.com/ces_ukraine. 

                                                                        

 

1 http://me.gov.ua/Documents/Detail?lang=uk-UA&id=f9b47f2c-50ae-41b3-abea-
117ff9c4fab8&title=PrezentatsiiniMateriali 
2 https://euobserver.com/beyond-brussels/132421 
3 https://ec.europa.eu/info/sites/info/files/file_import/ip031_en_2.pdf 
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