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1. AIM OF THE BRIEF 

Good public administration and quality public services cannot be achieved without efficient and qualified 
employees. In order to attract such people to the civil service, it is necessary to have a clear and transparent 
system of remuneration in the public administration sector and a fair recruitment. The transparency and clarity 
of remuneration influences the quality of public services,  the reforms, as well as promoting the understanding 
of the general public of why they should pay taxes, since the proceeds from taxation goes to fund salaries of the 
officials. 

Centre for Economic Strategy studied the problems of civil servants remuneration in 2017 in the paper “Civil 
servants remuneration reform”. This year we analysed the progress of the reform and proposed the following 
changes in the new paper “Civil servants remuneration reform: next steps”, which was wriyyen with the support 
of the EU4PAR project and the International Renaissance Foundation. In this short brief, we summarize our 
analysis of civil servants remuneration problems and recommendations on how to make it more effective. 

Despite significant positive changes since 2016, the remuneration system of civil servants in Ukraine still lacks 
integrity and transparency, as well as stability and predictability of wages. The salaries of civil servants remain 
uncompetitive, especially those of top management. A considerable proportion of the total remuneration is made 
up of incentives and bonuses, which are, by definition, volatile and in Ukraine, depend more on the good grace 
of the higher-ups and the availability of financial resources than on the performance of the employee. It not only 
prevents the best people from the private sector where the pay is up to 100% of remuneration, from applying to 
positions in the public sector, but it also reduces the efficiency of the budgetary funds use on the remuneration. 

In this brief, we suggest ways to overcome these problems that will not increase budget expenditures and 
enhance the transparency and competitiveness of civil servants remuneration. Our findings are based on the 
results of the analysis of data on the distribution of the civil servants remuneration in 2018 and the comparison 
of the remuneration levels in the public service and in the private sector. 

2. DESCRIPTION OF THE PROBLEMS 

2.1. THE SHARE OF GUARANTEED PAYMENTS IS TOO LOW 

Despite the improvement in the Structure of Civil Servants Remuneration1 compared to 2015, it is still far from 
the targets set by the public administration reform strategy2. In particular, the average share of fixed 
(guaranteed) payments in the total civil servant's remuneration has increased from 40% in 2015 to about 60% in 
2018. However, for managers, this share is still on average only 52-55%, and it only exceeds the target level of 
70% at the level of rayon state administrations. One of the reasons why the new remuneration system still does 
not guarantee  transparent and predictable salaries, is the lack of the accurate data on the number and 
characteristics of employees at different levels of government. This allows the heads of some public authorities 
to increase staff number systematically in order to enhance non-guaranteed payments. 

The guaranteed payments are still structured in a way that keeps a high proportion of bonuses, for example, 
seniority bonus. In total, in 2018 they amounted to more than one third of the guaranteed salary. This makes it 
more difficult to recruit experienced private sector professionals to the public service, because they cannot claim 
a seniority bonus and generally do not understand the civil service bonuses system. 

During 2017-2018, the salaries of civil servants have increased by 40-50% for almost every occupation groups, 
and this has increased the guaranteed part of the salary. In 2019, the salaries have increased by 6-8% for most 

                                                                            

1 The components of the civil servant's remuneration are described in details in the Appendix. 

2 The strategy of the Public Administration reform of Ukraine for 2016-2020. Order of the Cabinet of Ministers of Ukraine dated 24.06.2016 
No. 474-p https://www.kmu.gov.ua/ua/npas/249175778 

https://ces.org.ua/reforma-oplaty-praci-derzhavnyx-sluzhbovciv/
https://ces.org.ua/reforma-oplaty-praci-derzhavnyx-sluzhbovciv/
https://ces.org.ua/public-service-salary-reform/
https://www.kmu.gov.ua/ua/npas/249175778
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specialists (except for rayon-level specialists, the lowest level ones, whose salaries were increased by one third 
compared to 2018, in order to comply with the law on the minimum salary that stated that the minimum salary 
of a civil servant has to be equal to at least twice the living wage). 

Figure 1. Structure of Civil Servants Remuneration in 2015-2018, % of Wage Fund 

 

Source: CES calculations based on National Agency of Ukraine for Civil Service and OFEA data (2015)  

In addition to the salaries revision, new by-laws of the civil service law introduced additional factors that could 
be taken into account to differentiate the salaries of some civil servants. This was done by introducing correction 
coefficients for salaries and additional bonuses (in particular, bonuses for experts on reforms). Though these 
changes to the renumeration system partially address the low competitiveness of senior executives 
remuneration, they do not promote transparency, and reduces the motivation of employees who are not included 
in the categories eligible to  receive a higher pay. 

As of 2018, 32% of the civil servants salary fund (i.e. approximately UAH 9 billion) was distributed through 
incentives and bonuses. In reality, however, incentives are often disconnected from the performance of the 
employees,  making it purposeless. Current practices both reduce the gap in the pay of the executive level 
between public and private sectors to keep the key employees, while abusing the lack of transparency in the 
system.  

2.2. THE REMUNERATION OF THE TOP MANAGEMENT IS NOT 
COMPETITIVE, BUT THE STATE OVERPAYS TO SOME EXPERTS 

Comparing the salaries in the public and private sectors salary levels it can be observed that civil servants salaries 
are almost equal to the salaries of the skilled private sector employees, and the experts on reforms have the 
salaries by 15-20% higher compared to the same positions in the private sector. At the same time, the 
remuneration of the executives in the civil service is at least half as much as the salaries received by middle- and 
top management in the private sector. Only the salaries of the middle- and lower-level managers, who are experts 
on reforms, are comparable to the salaries of the positions with the similar level of difficulty and responsibility 
in the private sector. 

Figure 2. Comparison of salaries in the private sector in Kyiv city and in the central public 
administrations in 2018, thousand UAH per month 
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Source: CES estimates based on National Agency of Ukraine for Civil Service and Ernst&Young data 
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3. WHAT SHOULD BE DONE 

We believe that the new government and parliament have to implement a number of measures that will make 
civil servants remuneration more competitive and transparent and will not increase budget expenditures as soon 
as possible 

 (1) Doubling the base salaries, in particular, for the top management , and increasing the level of salary 
compression from 1:7 to at least 1:12 at the account of: 

(а) cancelling of incentives for civil servants; 

(б) reducing the maximum size of seniority bonus from 50% to 30% of the base salary;  

(в) optimizing of the maximum number of civil servants, which is taken into account when budgets of labour 
costs in public institutions are made. It should be brought in line with actual number of staff. Particular attention 
should be paid to the reduction of the number of employees of rayon state administrations as their functions 
have been reduced because of decentralization. 

(2) launching a system of integrated personnel and payroll accounting of civil servants as soon as possible 
in order to ensure up-to-date and reliable information on remuneration and actual number of staff;  

(3) improving the system of civil servants salaries and introducing the classification of civil service positions 
by functional areas and activities, as recommended by EU4PAR experts. 

In addition, labour market trends must be monitored regularly and competitiveness of salaries in the public 
sector must be assessed by comparing the remuneration levels of different categories of workers with the private 
sector. 
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APPENDIX 

Components of civil servant remuneration 

The monetary remuneration of Ukrainian civil servants consists of the following components: 

(1) base salary (the main component, based on which other remuneration components are calculated; it is 
the main variable component for policymaking regarding the salaries) 

(2) seniority bonus (3% of the base salary for each year of civil service, but no more than 50%) and bonus 
for rank of the civil servant (these are required components of the monthly salary in the civil service);  

(3) temporary incentives (optional and non-guaranteed) – additional workload incentives (in case of 
temporary absence and/or vacant positions), bonus for particularly important work, bonus for labour 
intensity, bonus for labour intensity for experts on reforms; 

(4) allowances (monthly/quarterly and annual bonuses based on evaluation of the staff);  

(5) two types of financial assistance, provided for by current legislation;  

(5.1) Financial assistance to solve social welfare issues (is temporary and is paid if a salary fund is 
available); 

(5.2) Annual vacation financial assistance (guaranteed remuneration component). Both types of 
financial assistance to civil servants are defined as one average monthly salary of a civil servant 
per year (in addition to the permanent components of remuneration, temporary allowances and 
bonuses are taken into account). 
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Centre for Economic Strategy (CES) is an independent policy think tank aimed at supporting reforms 
in Ukraine in order to achieve sustainable economic growth of the country. CES contributes to the 
development of economic growth strategy for Ukraine, conducts independent analysis of the most 
important state policy issues, and builds public support for reforms. 

Our principles:  

Economic freedom (liberalization, deregulation, privatization);  

Free and fair competition;  

Reducing the role of the state and improving its effectiveness; 

Information transparency and freedom of speech;  

The rule of law and the protection of private property;  

Healthy and stable public finances;  

Knowledge economy. 

It was founded in May 2015. 

Please contact Andrii Fedotov, Communications Director, for more information about CES (tel.: 
(044) 492-7970, office@ces.org.ua).  

Also, please visit our website www.ces.org.ua and follow us on social media 
facebook.com/cesukraine or twitter.com/ces_ukraine 
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