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The Centre for Economic Strategy is an independent research agency on public policy issues. The 
mission of the CES is to support reforms in Ukraine to achieve sustainable economic growth. The 
Centre contributes to the development of Ukraine's economic growth strategy, performs an 
independent analysis of the most critical aspects of national policy, and works on strengthening 
public support for reforms. It was established in May 2015. 

Our principles: 

• Economic freedom (liberalization, deregulation, privatization) 

• Free and fair competition 

• Reducing the role of the state due to 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-based economy 

For more information on the CES, please contact Viacheslav Nozdrin, Communications Director 
(tel.: +380 44 492-7970, office@ces.org.ua).  

Please visit our website www.ces.org.ua and follow the link on the social media 
facebook.com/cesukraine or twitter.com/ces_ukraine. 

  

mailto:office@ces.org.ua
file:///F:/!_ANNA/ЦЕС/CFS/facebook.com/cesukraine
file:///F:/!_ANNA/ЦЕС/CFS/twitter.com/ces_ukraine
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1. INTRODUCTION 

Almost three months into the war, Ukraine now felt all the immediate devastating consequences of the armed 
conflict in its territory, as well as the outcomes of the first policy response, which were supposed to drag the 
country’s economy through the first fiery weeks and ahead. Also, the major challenges, half-hidden behind 
the first shock and terror, became more visible, including the budget, fuel supply and logistics fragility. 
Nevertheless, in many economic areas Ukraine has demonstrated a surprising resilience, not limiting by its 
military performance. This resilience became a ground for the sort of a vote of confidence in the country's 
recovery from the western partners and resulted in a wide discussion of the future big recovery plan for 
Ukraine. 

2. ECONOMIC UPDATE  

During the first two months, the field situation has changed several times. As of mid-May Russia has Southern 
and Eastern territories under control, while the Northern parts of Ukraine in Kyiv, Chernihiv and Sumy oblasts 
were freed from the invaders by the Ukrainian military. The economic activity has not fully recovered in these 
regions, but to a little extend the life is gradually getting back to new-normal, people come back to their 
homes and banks re-open their branches. Kharkiv oblast is still under attack and the city of Kharkiv still a 
target for Russian missiles, as well as Ukrainian South. 

Map 1. Russian invasion as of May 11th, 2022 

 
Source: Nathan Ruser based on open-source reporting 
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Migration. Updated data from United Nations High Commissioner for Refugees (UNHCR) states that 
5,757,014 people crossed the border between Ukraine and neighboring countries since February, 241.  

Meanwhile 1,464,500 of Ukrainians came back to Ukraine from European countries since 28 February.  to 
gain a broader understanding of experiences and intentions of “returnees”. Slightly more than a third of all 
the respondents (36%) travelled with children (7% with children from 0 to 5 years, 29% with children from 6 
to 18 years). The absolute majority (84%) of respondents reported returning to their area of origin in Ukraine. 
The main reasons for returning were perception of safety in the area of return (32%), and reuniting with family 
(31%). A lack of employment opportunities and housing facilities forced to come back to Ukraine the same 
proportion of respondents – 5%. 

In many cases, returnees do not have a permanent job in Ukraine. Housing and social contacts might help 
them to overcome economic troubles in their Motherland, but the Ukrainian economy is not ready for the 
mass return of citizens who do not make their own contribution to economic development at the moment. If 
the number of citizens who return significantly exceeds the number of citizens who leave the country, the 
burden on the social protection system and social and urban infrastructure will increase. 

Physical damages estimations increase gradually. As of May 10, 2022, total damages grew by $14 bn and 
were estimated at $94 billion2. Besides new damages or updated information on previous damages, the 
introduction of new damage categories contributed, namely the lost assets of small businesses ($2.9 billion), 
the loss of passenger cars ($1.4 billion) and the agricultural land pollution or destruction ($0.9 billion). Besides 
this assessment, accounting for the physical assets’ damages only, Ukrainian officials and spokespersons also 
operate much bigger numbers varying from $500 bn to $1 trln that include income losses (GDP etc.). 

The data on economic developments are still hardly available. Even governmental entities are bound to 
use bold assumptions on regional and national economic performance rather than pre-war data-based 
models. Nevertheless, with an ongoing stalemate on the battlefields, the GDP decline forecast did not change 
much and varied from 30% to 40% under the assumption that the Russian-occupied territories would not 
expand, and the hot war will last several months. However, the economic activity has obviously slightly 
recovered from March 2022 levels. The data is unavailable, but the general colour from the field and the 
business’s relocation process ongoing provide some optimism. 

These qualitative assessments are supported by the business activity recovery surveys. European 
Business Association’s (EBA) polls show that as of April 26, 14% of companies who suspended their activities 
before fully or partially resumed their production or services. For those who work, most restrictions are 
regional (businesses limit the geography of their activities to relatively safe regions). Also, companies 
improved their financial resilience. Only 3% respondents reported their inability to hold out. 

Base metals. Assets in Donetsk oblast continue suffering major damages (Azovstal is under the heaviest 
bombing that occurred during the aggression). At the same time, plants in other regions started resuming 
production. Metal works in Zaporizhzhia are working now (Zaporizhstal, Dneprospecstall, Zaporizhzhia plant 
of ferroalloys, Zaporizhkoks and Zaporizhogneupor, among other industrial assets of the city). According to 
reports of Metinvest (metal arm of Rinat Ahkmetov’s SCM), Zaporizhstal works at 40-50% capacity. Ore 
mining enterprises work at 40%, and the holding plans to increase mining to 100% capacity. ArcelorMittal 

 

1 Ukraine Refugee Situation, Last updated 05 May 2022. URL: https://data2.unhcr.org/en/situations/ukraine       
2 As calculated by the consortium of KSE Institute (the analytical arm of the Kyiv School of Economics), the Center for Economic 
Strategy, the Anti-Corruption Headquarters, Institute of Analysis and Advocacy, Transparency International Ukraine and Prozorro.Sale 
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Kriviy Rig partially restored production as well. To further facilitate Ukrainian exports, Canada, EU, UK and 
US lifted tariffs and quotas, including those for articles of iron and steel. 

Fuel and energy. The enemy continues attacking oil refineries, fuel storages and even individual gas stations 
with long-range missiles. Together with logistical problems and sowing campaign, this has led to severe fuel 
shortages. Retail fuel price increased by 8% February (comparing to January) and by another 8% in March, the 
largest increase among non-food items. Price cap led to even more shortages, with quotas and multi-hour 
queues at gas stations. As a result, price increase in April was only 0,5%, but at the cost of the deficit. Recent 
updates of price formulas should increase supply, but prices will increase. In the meanwhile, the enemy kept 
striking electricity production and transmission facilities. 

Agriculture. On the one hand, agricultural companies have been preparing for the sowing campaign and 
already incurred some related costs. They acquired seeds, fertilizers, and protection chemicals. On the other 
hand, exports uncertainty and fuel shortages, landmine pollution and soil contamination, let alone fighting 
and bombing, may prevent farmers from growing new crops. 

Nevertheless, the sowing campaign has been started and as of May 13, almost 70% of the planned area was 
sown. The government now expects cultivated area at 80% of the area in 2021 (a month ago the estimate was 
70-75%). The government launched a special preferential loan program to help the sector finance the 
campaign. Farmers may purchase expendables or equipment parts, and pay salaries using this money. The 
effective interest rate is zero for the first six months (and 5% after), and agricultural equipment is used as a 
collateral. As of May 13, banks issued 24 billion UAH of such loans. 

Monetary policy has lost its function as an inflation anchor, and an exchange rate anchor took hold 
instead. The official exchange rate was fixed at 29.25 UAH/USD. The black cash market exchange rate as of 
the beginning of April stood at 33-35 UAH/USD. The NBU reports the inflationary pressure as erratic 
throughout the country, driven almost solely by the supply and logistics factors in different regions, 
depending on whether they were more or less affected by the war.  In the coming months costs inflation will 
be driving the consumer prices performance, and the transmission mechanism is unlikely to rebound. The 
annual CPI figure for April stood at 16.4% (compared to 13,7% in March). In the future excessive stock of 
agricultural products may cause a decline in the prices for some goods, but overall global inflation and local 
supply bottlenecks will form a powerful upward pressure. 

The banking system proved to be resilient to the crisis. The roots of the resilience are the previous reforms 
of 2015-2020, including strengthening the NBU independence and capacity, prudential regulations 
enforcement and general improvements in the rule of law; the regulators’ timely policies in providing the 
liquidity, introducing temporary restrictions and waiving the sanctions, thus letting the banks to perform 
their work uninterrupted; and the last but not the least – the resilience and agility of the banks, gained via 
better corporate governance, their deep digitalization and remote work practices established during the 
COVID times. As a result, the panics were avoided and the amounts of funds in individual accounts in hryvnia 
actually increased by approximately 22.3%.  Hryvnia and/or currency in cash form did not become a major 
medium of exchange, as this usually happened during different conflicts in the world history. 

The fiscal gap has widened to $3.1 bn and regular sources of income are scarce.  In April the country was 
able to cover by tax, customs and other regular revenues only approx.. 32% of general fund expenditures3 or 

 

3 According to Finance Minister Serhiy Marchenko interview on Interfax and operative information published as a press-releases on 

Minfin’s website 
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UAH 54 bn. Another 13% was covered by grants and the rest 54% - by borrowings. During February-March, 
the one-off revenues like NBU profits and dividends from SOEs helped the government to withstand the 
sudden drop in the proceeds. In April these sources were exhausted. And if not for grants, accounted for as 
budget revenues, the fiscal gap in April would total $3.9 bn (up from $2.8 bn in May). Overall, the fiscal system 
looks more fragile than the financial system or the economy as a whole. It seems that foreign financial aid for 
the next several months will be a crucial lifeline for the Ukrainian state. 

Table 1. Selected available data on the general fund of the central government budget, $ bn* 

  2022 annual 
plan 

January 
proceeds 

February 
proceeds 

March 
proceeds 

April 
proceeds 

% of 1/12 of 
annual plan 

% of March 
proceeds 

Personal income tax 5.53 0.34 0.44 0.33 0.33 72% 99% 

Corporate profit tax 4.72 0.05 0.29 0.91 0.19 50% 21% 

VAT 19.41 1.88 1.58 0.77 0.80 50% 104% 

NBU profits n/a n/a 0.67 n/a n/a n/a n/a 

SOEs dividends n/a n/a n/a 1.11 n/a n/a n/a 

Other revenues 9.23 0.52 0.70 0.41 0.52 68% 129% 

Total own revenue 38.90 2.79 3.68 3.53 1.85 58% 0% 

Grants n/a n/a n/a n/a 0.75 n/a n/a 

Total revenue 38.90 2.79 3.68 3.53 2.60 81% 74% 

Total expenditure 44.50 2.37 3.72 6.30 5.71 - - 

Deficit (+)/Proficit (-) 5.61 -0.42 0.04 2.77 3.10 - - 

Single social contribution 12.93 0.96 1.20 0.95 1.02 95% 107% 

  
Source: Ministry of finance, Interfax 
*Data might be distorted due to the absence of available state treasury reports. The information was collected from media sources and 
press releases. 

3. INFRASTRUCTURE AND LOGISTICS  
Maritime transportation 

The war affected all 13 remaining4 Ukrainian ports: the seaports of Mariupol, Berdyansk, Skadovsk, and 
Kherson were occupied by Russian Federation and are now officially closed; the seaports of Mykolayiv, 
Pivdenny, Odesa, Chornomorsk, Olvia and Bilhorod-Dnistrovsky are temporarily closed, but process goods 
received before the war; the river ports of Ust-Dunaysk, Izmail, and Reni on Danube River are the only ports 
that are working. Their goods turnover has quadrupled compared to the pre-war period; they became the main 

 
4 Five ports on the Crimean peninsula were occupied by Russian Federation in 2015. 
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gates for Ukrainian maritime transportation. Inland water transportation by river Dnipro is stopped due to 
the occupation of the Kakhovka gateway. 

Figure 1. Infographics on Ukrainian ports during the war 

Source: https://toplead.com.ua/ 

Ukrainian ports on the Danube River need quick investments in infrastructure. The port of Izmail requires a 
container terminal. The containers are currently transported via the Orlivka-Isaccea ferry crossing to the 
Romanian port of Constanta. Previously, Izmail was used for ore exports. Now, grain cargoes and coal have 
been added. Izmail is a very small port compared to the Pivdenny; it has only one berth and one crane that 
can load containers. The railroad connecting Odesa and Izmail has recently become a target of Russian missile 
attacks and needs repair. Also, the Ukrainian Danube Shipping Company fleet is too small to meet the demand 
(there are only four barges), and the UDP plans to rent additional vessels. 

European carriers do not want (or are afraid) to enter Ukraine. Thus, the Ukrainian government had 
guaranteed the coverage of possible losses to foreign vessels, wagons, or trucks.  

The cargo heading for Ukrainian ports was mainly redirected to the Romanian port of Constanta. But the port 
has no free capacity for additional Ukrainian exports and imports. Ukraine needs to work closely together with 
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Romania to ensure that Ukraine does not experience a decrease in the supply of fish, fruits, and other goods 
that it imports. 

Railway transportation 

The railway became the principal mode of transportation for Ukraine during the war. In April, the 
Ukrzaliznytsya transported 9.15 mn tons of goods, and 3.9 mn tons of them to export. 

After all railway crossings to Russia and Belarus were closed, Ukraine has only ten working crossings: 4 with 
Poland, 2 with Slovakia, 2 with Romania, and 2 with Hungary. The busiest crossings are Izov (at the Polish 
border), Chop, and Uzhgorod (at the Slovak border). Even before the war, they were important freight hubs, 
but now, they cannot cope with the increased load: the queue of railway cars is more than 20 days. 

In April, queues at border crossings increased by 35.2% (or by 8174 cars) compared to March. The number of 
cars with grain increased by 4421 or 3.2 times (from 1988 to 6409 cars). As of 30.04.22, the total queue was 
31369 cars, including 6409 cars with grain, 466 cars with oil, and 531 cars with meal. 

Redirecting the freight flows from the Polish to the Romanian border significantly increased the 
transportation of agricultural products in the direction of Romania and Moldova. And the queues here have 
also increased: at the Vadul-Siret-Dornesti crossing – from 165 to 2867 cars, at Dyakovo-Halmeu – from 255 
to 691 cars, at Mohyliv-Podilsky-Valcinet – from 4 to 1152 grain cars. 

Grain is the most critical product of Ukrainian exports influencing the world food security situation. In April 
2022, the Ukrainian railway transported for exports only 642 thous. tons of grain out of the total volume of 
loaded grain cargo of 1237 thous. tons. The daily average volume of loaded grain in April was 41 thous. tons, 
which is twice higher than in March. However, it was still lower than in 2021, the daily average volume totalled 
73 thous. tons. 

Figure 2. Daily average loading of grain in April, thousand tons 

 

Source: Ukrzaliznytsya 
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Daily average transfer of railway cars in April increased by 114 cars (+3 trains), from 1796 cars daily to 1910 
cars. The average daily transfer of cars with grain increased by 113 cars (+3 trains), from 201 to 314 cars daily, 
or by 56.2%. 

Railway transportation in the western direction is significantly inhibited by the need to change from the 
Ukrainian width of the track to the European one. This means replacing wheel platforms (trolleys) or reloading 
the cargo. Ukrainian railway cars are also different from European ones - they are wider and have different 
auto-coupling and braking equipment. Therefore, they cannot be used in most EU countries. Thus, if you plan 
to transport with changing the trolleys, you need to make sure that such transportation is possible. All 
stations for replacing the wheels are in the territory of Ukraine. The fleet of trolleys was sufficient for the pre-
war volumes, and now Ukrzaliznytsya is working to increase it. Another issue is that there are no "extra" grain 
wagons in Europe to reload Ukrainian grain.  

In the short term, Ukraine must work with its European neighbors to increase the capacity of crossing stations, 
build new terminals, load infrastructure, and expand the fleet of locomotives and railway cars. In the long 
run, Ukraine should invest in building railways with European gauge to remove the need to change trolleys or 
reload cargo. 

Road transportation 

The direction of road transportation is changing - if earlier a lot of trucks went to Kyiv warehouses, now they 
go to Lviv and western regions, and from there, the goods are distributed throughout the country. The Lviv 
region has become attractive not only for production but also as a logistics hub. Most transport companies 
also relocate from the central areas to the western ones.  

The biggest issue with road transportation is queues and delays at the existing border checkpoints, and more 
checkpoints are needed. The Ministry of Infrastructure plans to open new ones on the border with Romania 
and Slovakia and make specialized points (separately for freight and passenger transportation). The 
government is also negotiating for phytosanitary control to be carried out on the territory of a neighboring 
country and not at the checkpoint itself to speed up transportation. 

International road transportation is increasingly focused on moving goods from the ports of Romania, 
Bulgaria, Poland, Turkey, etc. For example, the cost of transportation from Romania has already risen in price. 

There is an increased demand for convoy support of goods due to the increased risks. 

Transportation is reoriented to agricultural products: from Odesa - to the port of Constanta (Romania); from 
the western regions - to the port of Klaipeda (Lithuania) and Gdansk-Gdynia (Poland). But even these close 
ports are already a long distance to transport grain by trucks; it is expensive. 

The government reached agreements with EU countries to temporarily abolish the permit system: with Latvia, 
Lithuania, Denmark, and Estonia – until the end of the year; with Italy, Greece, Hungary, and Germany – till 
June 30, 2022; with Bulgaria, Georgia, Slovakia, and Austria – for the duration of the war. Recently, an 
agreement was reached with the Polish Ministry of infrastructure for no-permit fuel transportation. This 
agreement should be expanded to include all goods. 
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4. LABOR RELATIONS AND UNEMLOYMENT 
PROTECTION UNDER MARTIAL LAW 

The legislative changes involve new norms on hiring and terms of employment contracts, dismissals, 
employers’ capabilities for changing working conditions and the duration of working hours. 

Table 2. Legislative regulation of labor relations 

Regular legislative norms Legislative norms under Martial law 

all the temporary contracts have terms and expiration dates temporary contracts with no expiration date, only conditions 
“during the martial law”, “for the replacement of a temporar-
ily absent employee” 

an employer must notify his employee about changing working 
conditions 2 months in advance 

an employer can change working conditions without notifica-
tion 

the maximum length of the working week – 40 hours the maximum length of the working week – 60 hours 

paid leave is different for different categories of employees (up to 
69 days) 

24 days of paid leave for all 

employee should give two weeks' notice to his employer before the 
resigning 

an employee can resign without two weeks' notice 

absent in regular legislative norms an employer can dismiss the employee if the company is un-
der liquidation due to the loss of its facilities or property as a 
result of hostilities 

an employee cannot be dismissed while on leave  an employee may be dismissed while on sick or any other 
leave except maternity and childcare 

absent in regular legislative norms employer may suspend the wage payments until the resump-
tion of the enterprise 

employees can take unpaid leave for 15 days a year employees can take unpaid leave for any period 

record-keeping and archiving are overregulated record-keeping and archiving is the sole discretion of the em-
ployer 

Source: Ukrainian Labor Code 

During the Martial law the employers were given the opportunity to change collective agreements. Regular 
legislation norms on changes to collective agreements are too complicated and impossible to follow during 
the war, but in post-war times some of that norms should be settled back. 
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New legislation also allows to set probationary period for any category of workers during the martial law. It is 
determined to increase employment for vulnerable groups of employees (mothers with young children, youth 
without work experience, war veterans etc.). 

The dismissal has become easier for both the employee and the employer. The employee can resign without 
two weeks' notice (with some exceptions), and the employer can dismiss the employee if the company is under 
liquidation due to the loss of its facilities or property because of hostilities.  

These legislation changes were aimed at adapting labor relations to the realities of the Martial law. Thus, in 
circumstances beyond their control, both employers and employees may not comply with their pre-war 
legislative obligations. Now employee is free to change the place of residence if being at risk of life and health 
(or when his/her family members are). An employer has a legal opportunity to replace employees who have 
moved to other regions (countries) or been mobilized with new employees on a temporary basis. 

During the martial law, the employer may suspend the wage payments until the resumption of the enterprise. 
At the same time, the employee can take unpaid leave for any period. Thus, it is possible to retain labor 
relationship between the employer and the employee during the period when the work is not actually 
performed, but the parties consider this as a temporary situation. 

More flexibility in dismissal, employment and organization of labor was aimed at maximizing the retention 
of business. Simplification of office work during martial law was implemented because of the impossibility (in 
some cases) of conducting it fully in such conditions and also had the aim of providing general concessions 
for doing business. 

Retaining employment in the situation when the employee does not actually perform work and does not 
receive wages for it, contributed to the rapid resumption of economic activity, as employees and employers 
didn’t have to waste time on establishing new labor relations. Thus, the share of Ukrainians who continue to 
work or study, despite the war, increased from 53% in March to 64% in April5. The number of economically 
inactive small and medium enterprises decreased from 42% in March to 26% in April6. 

The legislative norm about hiring any category of workers should be retained after the end of martial law. 
Currently, the restriction on probation for certain categories of workers just pushes representatives of these 
vulnerable groups out of the labor market. Not having the opportunity to test the qualifications of the 
candidate, employers do not consider him a candidate to fill the vacancy. 

After the end of martial law, the usual rules for record-keeping and archiving should be revised towards 
simplification and further digitalization. 

To adapt the system of unemployment protection to martial law, Ukrainian government has simplified the 
procedures for obtaining the status of unemployed and registration of this category. 

 

 

 

 
5 Info Sapiens. URL: https://sapiens.com.ua/ua/socpol-research-single-page?id=222 
6 Європейська Бізнес Асоціація. URL: https://www.facebook.com/Unlimit.Ukraine/ 
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Table 3. Unemployment Payments 

Regular legislative norms  Legislative norms under Martial law 

any employee needs to file the list of documents during the 
application for unemployment payments  

IDPs can apply for unemployment payments without identity 
documents and/or work records 

for resigning any employee needs to give two weeks' notice to 
his employer in-person 

IDPs can resign from their jobs remotely without two weeks' 
notice 

unemployed persons need to visit employment centers at least 
once a month 

unemployed persons can receive unemployment payments 
without a personal visit to the employment centers (provided 
they confirm their intention to remain unemployed at least once 
every 30 calendar days by any means of communication, 
including e-mail) 

unemployment benefits are granted in 8 days after the day the 
person was officially recognized as unemployed 

unemployment benefits are granted from the date of application 

partial unemployment benefits are available during the 
quarantine restrictions 

partial unemployment benefits are available during the Martial 
law 

Source: On Amendments to Certain Legislative Acts of Ukraine Concerning Certain Issues of the Functioning of the Spheres of 
Employment and Obligatory State Social Insurance in Case of Unemployment during Martial Law (Law #7275) 

The main aim of legislation changes was to enable IDPs to obtain unemployment status in a situation when 
an emergency evacuation did not allow to take official documents that are usually kept at the workplace or 
issued by the employer (employment records, dismissal order). New legislative norms allow IDPs to receive 
unemployment payments in accordance with their actual status (persons who does not have a job as a mean 
of self-sufficiency) without any documentary proof. 

IDPs can also terminate their labor relationship with their employer simply by applying to the employment 
center at their actual place of residence. The next day after the day of application will be considered the day 
of termination of employment. 

As data on the social security contributions are in the state registers, measures to simplify obtaining 
of unemployment status can be maintained after the end of the martial law. 

The amount of payments for unemployed person is still connected to the contribution rates made by his/her 
former employer (in fact - from the previous amount of his official salary), but the maximum unemployment 
payments can not exceed 150 percent of the minimum wage on January 1 of the calendar year (UAH 9,750 for 
now). This restriction is aimed at increasing the state's ability to provide support to as many recipients as 
possible. 

During the martial law and within 180 days after it, the types, features of procedures of social services 
provision, social compensations and other payments on unemployment protection are determined by the 
Cabinet of Ministers. This contradicts the current labor and social legislation of Ukraine but increases the 
flexibility and speed of decisions during martial law. This legislative norm can be seen as temporary only. 
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5. BUSINESS DEREGULATION AND LIBERALIZATION  

Stimulus from lower tax and regulatory burden together with de-ocupation of northern Ukraine and  passing 
of initial shock led to renewal of business activity – over 11k new entities have registered under simplified 
taxation system as of and of April, and 1.2k legal entities were registered. Out of existing businesses only 17% 
remained halted as of end of April, compared with 32% month before.  

Among the deregulation steps taken during wartime the following can be highlighted. 

Declarative principle for obtaining rights for entrepreneurial activity was introduced – free declaration shall 
be submitted via Diia, no permissive documents need to be issued.  

This may play well with simplified procedure on connection to electricity grid, which provides for significant 
decrease of connection time (up to 10 days), decreases the documentation package, allows the business to 
perform the construction work by their own and with their materials, connection price is cost-based with no 
“connection fee”.   

Seeds certification and permits for transporting chemicals and pesticides was cancelled for agricultural 
business, phytosanitary controls for agriculture imports reduced. 

Requirements to ecological standards of imported fuels were reduced. 

Requirements to marking of packaging of food products (Ukrainian not obligatory for imports, changes of 
ingredients not obligatory to be reflected by UA manufacturers), and marking of tobacco products packaging 
were also reduced. 

Most of this deregulation shall be left in place after the wartime to ensure rapid growth of the economy, after 
confirming on available evidence that no significant risks for safety and economic sustainability manifested 
during the deregulation period. 

Update on the impact of tax changes 

Decrease of taxation of fuel allowed the fuel distributors to keep the positive/zero profit margin under strictly 
regulated prices, which continued being pressured upward by demand exceeding supply, increased costs of 
logistics and wholesale price. In the last decade of April the additional margin from tax decrease was depleted 
and the fuel deficit has manifested in full with most of retail chains unwilling to sell the fuel below the break-
even price. 

Data on tax revenues supports the assumption that many large retailers and their supply chains, producing 
goods locally – remained VAT taxpayers. The sharp decline in tax revenues can be explained primarily by 
decreased VAT on imports – that is decrease of car and fuel taxes, as well as shift of small importers to 
simplified taxation, not subject to VAT. 
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Figure 3. Revenues of the state budget general fund by individual taxes 

 

 

6. FOREIGN FINANCIAL AID 

Foreign aid helped keep Ukraine's economy from collapsing at the start of the war. Just as in the late 1940s 
the Allies delivered food by air to the encircled West Berlin, so partner countries are helping Ukraine now by 
sending billions of dollars to cover the budget gap. Ukraine must now use this time to plan a future return of 
funds and create the conditions to maintain a sustainable economy on its own. 

Since the beginning of Russia's full-scale invasion, virtually the entire free world has supported Ukraine. The 
scale of support is staggering, inspiring, and allows us to resist the aggressor. As of April 23, EU and G7 
countries have already announced aid to Ukraine - military, humanitarian, and financial - totaling nearly 24 
billion euros. On top of it, on April 28, the U.S. President Joe Biden announced additional financing of $33 
billion. 

In a war time, when each day of resistance is of a high importance, the priority is the speed of aid, the amount 
sufficient to cover current expenses until the economy adapts to the new reality, and donor funds become a 
"bridge" between the pre-war time and the new reality. 

So how quickly do the funds that partners agreed to provide Ukraine arrive? 

International aid to Ukraine can be divided into three categories: military, humanitarian and financial. 
Military aid - the supply of weapons and equipment - allows the Ukrainian Defense Forces to more effectively 
destroy the occupiers; humanitarian aid - food and consumer goods, medical supplies - supports the 
population and refugees. Financial aid allows Ukraine to cover the gap between budget revenues and 
expenditures and build a reliable and sustainable home front. 

Financial aid is live money flowing into the Ukrainian government's accounts. Precisely this kind of aid is 
the most flexible, because it allows Ukraine to independently determine how best to spend the resources it 
receives. 

https://www.ifw-kiel.de/topics/war-against-ukraine/ukraine-support-tracker/
https://www.ifw-kiel.de/topics/war-against-ukraine/ukraine-support-tracker/
https://www.eurointegration.com.ua/news/2022/04/28/7138577/
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The government estimates that Ukraine needs at least $5 billion a month to cover its financing needs. With 
financial support from partners, the government is able to fulfill its social obligations to the military, doctors, 
teachers and pensioners and make other expenditures. Although budget expenditures have already been 
significantly cut, Ukraine is only able to meet about half of its needs with taxes because of the terrible decline 
in the economy. 

The amount of financial aid pledged by Ukraine's largest donors as of May 9 exceeded $11 billion. However, 
not all of the funds have already arrived in Ukraine: according to the latest information published by the 
Ministry of Finance, the state budget has so far received about half, or $5.3 billion. 

Figure 4. Top foreign donors of Ukraine state budget, USD mln 

 

Source: Dragon Capital, Kiel Institute, Ministry of Finance, CES calculations as of May 13, 2022. 

Financial aid can come in three types: loans, loan guarantees, and grants. But it is time for Ukraine to look at 
it not only from the perspective of urgent emergency needs, but also through the prism of long-term fiscal 
sustainability. 

Grants are the most desirable because they do not increase Ukraine's debt burden. About 36 percent of the 
aid provided by Ukraine's partners is grant funding. Grant funding comes to Ukraine from the World Bank, the 
European Investment Bank, the IMF, already mentioned the U.S. and U.K., and Italy, which took decisions and 
transferred funds to Ukraine within days after the full-scale invasion. 
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https://www.epravda.com.ua/news/2022/04/26/686249/
https://mof.gov.ua/uk/news/ukraines_state_budget_financing_since_the_beginning_of_the_full-scale_war-3435
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Figure 5. Share of grants in foreign financial assistance 

 

Source: CES estimates as of May 13, 2022 

Financing in the form of credit guarantees must be from three partners: the World Bank, the United States 
and Great Britain. At the same time, these two countries belong to those from which financial assistance 
comes to the Ukrainian budget slowly. However, they, like Japan, that is also included in this list, provide us 
with significant military assistance. 

This cannot be said about Germany, which not only does not dare to provide Ukraine with heavy equipment, 
but also lags behind among the major financial donors in terms of the volume of promised support. 

The other countries that provide us with significant financial assistance do so in the form of loans. Of 
particular note is Poland, central bank of which opened a $1 billion swap line, which increased the stability of 
the National Bank of Ukraine. 

The large share of credit financing (in the form of loans and guarantees), on the one hand, is a positive signal: 
this means that creditors believe in Ukraine's victory - no one would lend to a country that is about to 
disappear from the political map. On the other hand, we still need to repay the loans - it will put an extra 
burden on the nation, which will be busy rebuilding the country after the war. 

Foreign financial support is crucial for Ukraine. It ensured the stability of the budget system and the 
government's ability to respond quickly to challenges during the most dangerous initial period of the war. 

Nevertheless, we must realize that it is only a bridge to developing our resilience under the new conditions. 
We should already be reviewing revenue projections, adjusting expenditures, and looking for ways to make 
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https://www.eurointegration.com.ua/news/2022/04/27/7138497/
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the functionality of the state consistent with the new military and post-war environment. No matter how 
much help we receive from partners, inaction in this area will carry risks for Ukraine's postwar growth 

7. RECOVERY ROADMAP FROM UKRAINIAN 
GOVERNMENT 

In late April Yulia Svyrydenko, the first vice-premier minister and Minister of economy, presented the draft 
governmental plan for the economic recovery of Ukraine. The national  

The principles (which we would rather describe as the expectations) which were laid as the foundation of the 
plan were the following: 

•  The access to the EU and G7 markets for Ukrainian goods. GB and the EU have already proclaimed 
the lifting of the import tariffs the same might be expected from the USA, Japan and Canada. 
•  Candidacy and then a full membership in the EU. 
•  Deregulation and liberalization.  
•  Expansion of the logistics routes to the West. 
•  The transition from commodities exports to the exports of processed goods.  
•  Military production complex development, modern technologies transfer. 
•  Self-sufficiency in energy, with an increase in natural gas extraction and nuclear generation 
development. 
•  Climate modernization and rebuilding based on Green principles.  
•  Over 60% localization in recovery and rebuilding. 

But the discussion is wider than that. Perhaps the best-known paper on the recovery funs (could be regarded 
within a sort of a ‘Marshall Plan for Ukraine’ scheme) is the blueprint7 from an international group of 
economists. There are also other platforms for discussion, run by the IMF, the "United for Ukraine" global 
network of parliament members8, There is the EU Solidarity Trust Fund Initiative9 which might serve as a 
vehicle for the reconstruction.  

The general principles for the recovery and reconstruction efforts we believe should be (1) severe 
accountability, (2) EU candidacy and membership orientation and (3) Ukraine’s ownership of the reforms and 
reconstruction spending. We view the above-mentioned initiatives as the first seeds for wider discussion. 
However, while it looks like a big vote of confidence in Ukraine’s victory and something to look forward to, 
we believe the majority of the efforts now should be concentrated on the current survival challenges, 
including economic ones.  

Another important angle of the discussion, which is rarely mentioned compared to the reconstruction and big 
recovery plans, is how to make Russia pay for all the damages and ensure frozen assets come to Ukraine. This, 
we believe, should be legally investigated, and brought to the table as soon as possible. 

 

 
7 https://voxeu.org/article/blueprint-reconstruction-ukraine 

8 https://www.youtube.com/watch?v=GuGk9D8zVa0 

9 https://euneighbourseast.eu/news-and-stories/latest-news/eu-to-develop-ukraine-solidarity-trust-fund-to-accumulate-funds-for-
rebuilding-country-after-war/ 

https://www.pravda.com.ua/columns/2022/04/21/7341214/
https://www.me.gov.ua/News/Detail?lang=uk-UA&id=2266a425-d01c-48b8-a22d-c4ef4073a854&title=MinistrEkonomikiPredstaviladorozhniuKartuEkonomichnogoVidnovlenniaUkraini
https://www.youtube.com/watch?v=GuGk9D8zVa0
https://euneighbourseast.eu/news-and-stories/latest-news/eu-to-develop-ukraine-solidarity-trust-fund-to-accumulate-funds-for-rebuilding-country-after-war/

