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In today’s socio-economic reality, the
labor sector acquires a new format with
new challenges and opportunities.

%

The COVID-19 pandemic has dealt

a devastating blow to the economy
and labor sector in Ukraine and the
world, causing triple consequences for
economic growth — a shock of supply,
a shock of demand, a shock of interna-
tional trade.

%

Under the new socio-economic reality,
the institution of decent work for all
subjects of social and labor interac-

tion — the state, employers, employees
is becoming all the more important.
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FOREWORD

Labor, work, employment, labor income — these and re-
lated phenomena have been at the heart of interests and
life values of economically active population. Given the
highly complex reality of the early 21st century with its
ambiguous consequences, which has only become more
alarming with the outbreak of the COVID-19 pandemic,
it is essential to understand what is happening “behind
the scenes” and causing unstable social and labor develop-
ment dynamics or lack thereof.

The coronavirus has dealt a triple blow to global human
development, adversely affecting the health, education
and income of people around the world. Therefore, the
Global Development Index is expected to show negative
values for the first time since the beginning of the mon-
itoring.’

Assessment of the real state of the social and labor sector
and further development of the “roadmap” for the devel-
opment of labor and employment should begin with an
unbiased analysis, to identify the root causes of change
and social and labor transformations. This, in turn, should
contribute to the formation of new thinking, new world-
views and values, a new economic culture, without which
it is impossible to embark on the path of sustainable, hu-
man-oriented development.

Socio-economic literature, existing forecasts, policy docu-
ments of political, governmental structures and institutions
are full of contradictory, often polar assessments of the
current and future world of labor. Thus, many estimates
and forecasts state that with the development of a new
(digital) economy and other realities of today, the global
society expects nearly a collapse in the field of labor and
employment. The commonly known 20 : 80 ratio will inev-
itably come into play, with economic activity requiring not
more than 20% of economically active population, who
can become employed. On the opposite side of the spec-
trum of estimates and forecasts, we find optimistic claims
that the new (digital) economy will see mass disappear-
ance of some jobs replaced by the emergence of new ones,
which will be able to relieve tension on the labor market.

1 https:/interfax.com.ua/news/general/663660.html (viewed on
28.06.2020)

|u

The "non-viral” factors — demographic, technological,
institutional, political, economic and globalization-related
ones — have become accompanied by the factor of the
pandemic, which is changing the world of labor and em-
ployment as we know it.

What awaits Ukraine with the advent of the new socio-eco-
nomic reality generated by COVID-19? What is the impact
of the pandemic on the labor market in Ukraine?
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SOCIAL AND LABOR DEVELOPMENT
IN THE SITUATION OF GLOBAL
SOCIO-ECONOMIC REALITY OF 2020

2020 shocked the planet with the spread of the new, un-
seen-before virus. There were no tools that would have
prepared us for a global epidemiological threat, which led
to every country acting at its own discretion.

The global coronavirus crisis has significantly affected hu-
man development and this impact is intensifying. Over the
past 30 years, according to Achim Steiner, UNDP Admin-
istrator, there have been many crises around the world,
including the global financial crisis of 2008-2009. Each of
them has significantly affected human development, but,
in general, development achievements have accumulated
from year to year. COVID-19, with its triple impact — on
health, education and income levels — could significantly
reverse this trend.?

The current global crisis, which started in February-March
2020, is epidemiological, economic, social, and geopoliti-
cal in its nature. This crisis has a number of aspects which
make it significantly different from the global financial and
economic crisis of 2008-2009. The latter was purely finan-
cial in nature and was overcome mainly by financial and
economic instruments and, above all, by saturating the
leading economies with additional liquidity and measures
to strengthen financial markets.

Measures taken since the beginning of the pandemic by
national authorities, including Ukraine, to limit the spread
of COVID-19 and avoid large-scale population losses, have
at least threefold consequences for economic growth.

The first consequence is the supply shock. Legislative and
executive bodies and local self-government have admin-
istratively suspended economic and business activities in
a number of sectors of the economy, including tourism,
foodservice industry, transport, sports and entertainment.

The second consequence is the demand shock. The income
of economic entities, and thus the income of households
connected with suspended, restricted and banned sectors
of economy, has rapidly dropped, and this process con-

2 https://interfax.com.ua/news/general/663660.html (viewed on
28.05.2020)

tinues. The vast majority of households, especially those
mentioned above, limit spending due to declining incomes,
deteriorating consumer sentiment, and an unpredictable
future. For a short period of time, private consumption fo-
cused on basic necessities. Demand for other goods has
declined sharply, which has a negative impact on all areas
of economic activity.

The third consequence is the shock of international trade.
Restrictions on the free movement of goods, people, and
the minimization of migratory flows and travel have caused
disrupted global logistics chains and shortages of interme-
diate goods from the countries that have suffered the most
from the COVID-19 pandemic.

The above makes significant changes to all components
of global and national labor markets, while affecting the
demand, supply and price of labor services.

In April, the IMF predicted that unemployment in developed
countries will grow from 4.8% to 8.3% in 2020,> while the
decline in the global GDP will constitute 3%, including 5.2%
in developing European countries.*

The vast majority of countries around the world have re-
sponded to the situation of quarantine restrictions with
intentions and real actions to increase the scale of state
support. Each country has chosen its own mechanisms
for long-term and short-term support. The most common
tools for supporting economic entities were loans to small
and medium-sized businesses, assistance to banks and air-
lines, and support for startups. Forms of social support to
self-employed people and contract workers have increased,
including insurance against unemployment, weekly and
one-time subsidies.

It should be noted that for developing countries, the neg-
ative impact of restrictive measures on the national econ-
omy is exacerbated by additional devaluation pressure on
the national currency, as international institutions with-

3 World Economic Outlook (April 2020). URL: https:/Avww.
imf.org/external/datamapper/LUR@WEO/OEMDC/ADVEC/
WEOWORLD?year=2020 (viewed on 20.05.2020)

4  IMF WEO, April 2020.
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draw their investment resources from these economies in
an effort to protect assets.

According to the forecasts of the Ministry of Economy,
in 2020, Ukraine is predicted to see a sharp increase in
unemployment from 8.2% in 2019 to 9.4%, and in cer-
tain sectors of economy, the level of registered unem-
ployment significantly exceeded the forecast as early as
in April 2020.

According to the State Employment Service of Ukraine, in
March 2020, the unemployment rate increased by 22%
compared to the same period in 2019. And this was only
the beginning of the unfavorable trend.

In the first week and a half of May, another 140 thou-
sand people were registered as unemployed, with the total
number of the unemployed approaching 600 thousand.
However, the real situation may be even more complicat-
ed. At the end of March 2020, only 4% of Ukrainians said
they had lost their jobs, but 32% admitted having been
furloughed. Such “unpaid leaves” became a popular alter-
native to layoffs.

According to the Chamber of Commerce and Industry, in
the first month of the quarantine alone, the total number
of the unemployed in Ukraine reached 2.5-2.8 million, and
this figure is the highest in the last 15 years.

To reduce unemployment, the Ukrainian government has
decided to increase assistance to the unemployed and
employers, expand and simplify the conditions for ob-
taining loans, provide soft loans for micro and small busi-
nesses to support business in times of crisis, simplify the
conditions for registration of unemployed citizens in the
employment service and applications for unemployment
benefits.

It should be noted that the sectors of the Ukrainian econo-
my that have suffered the most from the quarantine mea-
sures (trade, transport, construction, commercial services)
account for about 31% in the structure of Ukraine’s GDP.

The Council of the National Bank of Ukraine predicts
(based on estimates as of late April 2020) that the overall
impact of restrictive measures on GDP production during
the quarantine period may be about 20%. In general, ac-
cording to the results of the year, the direct effect of re-
strictive measures (provided they last for two months) will
affect the reduction of real GDP by 3.3 points. At the same
time, experts of the National Bank of Ukraine emphasize
that, given the multiplicative impact of quarantine mea-
sures, the inertia of economic recovery, and that on the
eve of the global “coronavirus” crisis, Ukraine’s economy
was already stagnant (especially its industrial sector), the
effect of quarantine measures will lead to a much higher
reduction in real GDP.

Such estimates are consistent with the forecasts of inter-
national institutions. Thus, according to the IMF forecast

ONOMIC REALITY OF 2020

(WEO April 2020), Ukraine’s real GDP will decline by 7.7%
in 2020, and inflation will be +7.7% (by December), which
is one of the worst indicators among the countries of the
Emerging and Developing Europe group.

The COVID-19 pandemic has brought about enormous
changes at all levels, from economic development to busi-
ness and privacy. Business faced unprecedented challeng-
es: how to adapt to new circumstances, save the company
and keep customers.

Ukrainian society, like humanity on all continents, has
faced a new global challenge. We are all witnessing how
the COVID-19 coronavirus pandemic is changing the lives
of billions of people, and the world economy is plunged
into a new crisis that is difficult to predict. Under these
conditions, it is vital to master the art of balancing the pres-
ervation of human life and recovery, the “launch of the
economy”; to remain open to change and to see not only
losses, but also new opportunities of development; to look
for new, unconventional support of economic and social
progress.

According to the authors, the current global crisis will not
be V-shaped, when there is a sharp drop down and a rapid
recovery to the pre-crisis scale of economic development.
At the same time, we believe that the global crisis will not
be U-shaped, i.e. when there is a certain time at the bot-
tom (“frozen” period) with the subsequent rapid recovery
of economic development.

Even if a vaccine is invented, a crisis that is political, eco-
nomic, social and epidemiological will, in our view, become
stagnant. This means that the government, business struc-
tures, and all social partners must focus on the develop-
ment and implementation of a long-term strategy for eco-
nomic, social and labor development.

Models of the quarantine stipulated by the COVID-19 pan-
demic can vary in practice, from extremely rigid to “mild”
and liberal. In any case, the authorities must balance be-
tween preventing the rapid spread of the virus and mass
diseases, on the one hand, and the economic losses from
restrictive measures, on the other.

On March 12, 2020, the Ukrainian authorities imposed a
rather strict version of the lockdown in response to WHO
recommendations. The measures taken by the Ukrainian
government have made it possible to prepare the medi-
cal system for additional workload and to stretch the peak
incidence. As a result of the total lockdown, considerable
economic losses have been suffered not only by sectors of
economy directly closed (such as hotel and catering busi-
ness, transportation, tourism, entertainment, some types
of trade, etc.), but also those which faced the indirect im-
pact of the quarantine due to the drop of consumption
and disruptions in value chains.

Restrictions on the activities of a significant number of
business structures through the introduction of quarantine
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measures have made significant changes in the field of di-
rect employment and in the scale of employment.

Restrictive measures implemented during the declared
quarantine have had a negative impact on the activities of
most SMEs.

The Center for Economic Recovery (CER) published the fol-
lowing data in early May 2020, based on surveys of SMEs
conducted in late March-early April 2020:

- 11% of SMEs ceased operations;

— 69% of such enterprises expect a drop in income of
20% or more;

—  62% believe that they will survive up to 3 months un-
der quarantine;

— 36% of small and medium enterprises cannot transfer
their operations online.

The results of the population survey on the financial situ-
ation conducted with the participation of the Center for
Economic Recovery on March 25-29, 2020, among 809 re-
spondents were also disappointing. The generalized results
of this survey are as follows:

— 10% of respondents said they had lost their jobs;

— 67% have funds for March-April under strict quaran-
tine;

— 77% reported they intended to start thrifting;

- 60% suffered financial losses;

—  24% of respondents had to take a partially or fully un-
paid leave.

According to the optimistic UNICEF scenario developed
based on the recent macro-forecasts of the Cabinet of
Ministers of Ukraine, the poverty rate in Ukraine may grow
from 27.2% to 43.6% due to the reduction in incomes.®

The UNDP Human Development Report states that
COVID-19 is a “magnifying glass of inequality in the
world.”® The sphere of labor and employment is not an
isolated autonomy; on the contrary, it is closely connect-
ed with all the sectors and elements of the economic and
social system and actively responds to change happening
there. This is proved by tracing how restrictive (quarantine)
measures affected both directly adjacent sectors of econo-
my and those which are indirectly linked to them.

Experts of the Center for Economic Recovery estimate that
the "epidemiological” economic life in Ukraine will last for
over a year, and there are only three possible options for
action in this situation.

5 Combating COVID-19 in Ukraine: initial assessment of the impact
on poverty. URL: https://www.unicef.org/ukraine/media/5811/file/
COVID%20impact%200n% 20poverty % 20ukr.pdf (viewed on
20.05.2020)

6  https://interfax.com.ua/news/general/663660.html (viewed on
28.05.2020)
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The authors of this publication share the opinion of those
experts who believe that the most acceptable scenario for
the Ukrainian realities is the so-called risk-based model of
quarantine, which provides for simultaneous tight control
over the COVID-19 pandemic and “launch” (opening) of
the economy.
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SEARCH AND IMPLEMENTATION OF

ANTI-CRISIS MEASURES

As mentioned before, imposing lockdown measures, as
did most countries across the world, including Ukraine, al-
lowed the medical system and medical establishments to
take some time to get ready for a spike in the disease in-
cidence, to save the lives of many people, to stabilize and
subsequently reduce the spread of the COVID-19 pandem-
ic. Countries that underestimated the scale of the global
tragedy in the early stages of the pandemic paid dearly
with the lives of their own people. Later, when the situ-
ation with the disease stabilized somewhat 1.5-2 months
after the quarantine started, the government faced the is-
sue of easing restrictions, restoring confidence in the au-
thorities and starting to introduce another model of the
quarantine, which could be described as a risk-recovery
guarantine, based on the idea of maintaining safety mea-
sures combined with the gradual “launch,” or recovery, of
the economic activity.

Each country followed its own scenario trying to overcome
the COVID-19 pandemic, introducing various measures of
economic, financial, social and institutional nature.

The vast variety of measures can be broken down into
three primary categories:

1. financial and economic support;
2. monetary;
3. other macro-level financial measures.

The first group is based on a set of tools and measures
aimed at supporting business, financial markets, and the
population through the public finance system. Such sup-
port packages, including tax breaks, targeted financial
support to the most vulnerable sectors of economy, fi-
nancial support for businesses that suffered the biggest
consequences of restrictive measures, normally constitute
5-10% of the GDP in developed countries.

Given the limited financial resources available to develop-
ing countries, including Ukraine, they use support packag-
es of a smaller scope, which makes them somewhat less
effective.

Monetary measures aimed at overcoming the economic
consequences of the pandemic are practically manifested
in the easing of monetary policy. It should be noted that

in March-April 2020, almost all countries in the world re-
duced their key interest rates.

Both domestic and foreign practices show that SMEs suf-
fered the greatest losses in the first stage of the quarantine.
Therefore, measures of economic and institutional support
of entrepreneurship taken by the government must focus
primarily on this type of businesses.

SMEs provide over half of the GDP of our country and em-
ploy 82% of Ukraine’s employed population. These are
companies with up to 250 employees with an annual turn-
over of no more than 50 million euros. This also includes
self-employed persons.

As Ukraine’s strategic and largest trading partner, the EU
has been supporting Ukrainian SMEs for over 10 years
within the EU’s EU4Business initiatives. During the ongo-
ing coronavirus crisis this cooperation has gained new im-
petus. To overcome the consequences of the pandemic,
the EU mobilized an emergency aid package for Ukraine,
amounting to over EUR 190 million. Most of this amount
must go to support SMEs.

The EU continues to implement EU4Business support pro-
grams in Ukraine, including loans and grants worth more
than EUR 300 million. Some of these programs will be ad-
justed to overcome the effects of the crisis. The EU has
also started consultations with potential partners on new
business support programs with a total budget of EUR 20
million. The total amount of all current EU programs to
support SMEs constitutes EUR 600 million. The results of
this EU-Ukraine cooperation are evident: 76% of aid recip-
ients increased their turnover by almost 50%.

In response to the challenges faced by Ukraine, the country
currently needs a clear action program on the national level.

During April 2020, the Verkhovna Rada and the Cabinet
of Ministers of Ukraine approved a support package for
entrepreneurs in quarantine, which provides for a number
of temporary measures. They include tax exemptions, busi-
ness reporting, suspension of certain payments and loans.

Tax measures include abolishing fines and penalties for
violation of tax legislation, abolition of the single social



FRIEDRICH EBERT FOUNDATION

security tax for two months for sole proprietors, farm-
ers, and citizens engaged in independent professional
activities (lawyers, notaries, religious leaders, scholars),
a moratorium for tax inspections, a delay in submission
of tax declarations, delay of the requirement to use cash
registers.

Also, rent will not be temporarily charged for land plots
that are in national and municipal ownership, nor will be a
penalty for late payment of housing and utility services. In
April, the government launched an anti-crisis lending pro-
gram for micro and small businesses, offering interest-free
loans to repay corporate debts and 3% loans to pay rent,
taxes, utilities and salaries. However, according to surveys,
it was not easy to use the program. Most entrepreneurs
who need such loans did not apply for them due to restric-
tions, and half of those who applied were refused.

MPACT OF COVID-19 PANDEMIC ON ECONOMIC DEVELOPMENT AND LABOR IN UKRAINE

The state support measures also included official recogni-
tion of the legal fact of quarantine as a force majeure cir-
cumstance, extension of farmers’ access to state programs,
partial unemployment benefits for insured officially em-
ployed workers. In addition, the government plans to pro-
vide child benefits for certain categories of sole proprietors.

According to the Chamber of Commerce and Industry of
Ukraine, these anti-crisis measures will cost the state UAH
9.3 billion. The biggest burden will be shouldered by local
budgets, which are expected to lose UAH 6.3 billion. More-
over, the Association of Ukrainian Cities has calculated that
quarantine restrictions will cost local budgets about UAH
15.6 billion, which will go to the wages of public sector
employees (doctors, education workers, utility company
workers), subsidies, social assistance to low-income fam-
ilies, and support to the infrastructure.
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DEFICIT OF DECENT WORK IN
UKRAINE: LONG-STANDING PROBLEM

Due to the challenges posed by the current global so-
cio-economic reality, the institution of decent work be-
comes especially important. Even before the onset of the
coronavirus crisis, the Ukrainian economy had serious
problems in the field of decent work, whose deficit mani-
fested itself through the high rates and threatening nature
of unemployment, the spread of vulnerable employment,
maintenance of wages at the minimum level, the destruc-
tion of collective agreement-based regulation of social and
labor relations, the large-scale risks of occupational diseas-
es and injuries.

With the onset of the coronavirus crisis, which is escalating
into a full-scale global economic crisis, the deficit of decent
work is unfortunately expected to increase.

While implementing quarantine measures, public authori-
ties and social partners at all levels need to make sure they
simultaneously take care of recovery and gradual expan-
sion of the decent work segment.

The paramount importance of expanding this segment is
that the implementation of the principles of decent work
is aimed at achieving both economic and social progress.
It is vital for all subjects of social and labor relations. The
implementation of decent work programs will provide ac-
cess to competitive jobs and productive employment. It is
fundamentally important that, for an economically active
person, decent work should include favorable, safe work-
ing conditions, adequate remuneration, observance of hu-
man labor rights, development of opportunities in the field
of formation and growth of human capital, protection of
collective and individual interests, social protection from
risks, which are continuously reproduced.

Thus, under conditions of decent work, the period of hu-
man activity is filled with natural, essential values — pros-

perity, safety, freedom, security, choice, opportunities. In
those areas of economic activity where decent work will
dominate, the focus of economic progress will be the
wealth of human life, not just the wealth of the economy.
For employers, the implementation of the principles of de-
cent work is one of the prerequisites for fulfilling the mis-
sion of the organization, gaining competitive advantages,
ensuring sustainable economic development. For the state
and society, the adoption of the principles of decent work
leads to the creation of a strong economic foundation for
social development.

The reality of Ukrainian employment demonstrates decent
work deficit in the past 10 years, based on the indicators of
unemployment, the share of informal employment, wages
at the minimum level, the scope of social dialogue, harm-
ful and dangerous working conditions. Inefficient employ-
ment, which is characteristic of the Ukrainian labor market,
generates high unemployment.

The challenges and threats of creating the prerequisites for
the implementation of decent labor principles include, in
particular, atypical employment, which reduces the num-
ber of full-time staff members. Between 2014 and 2018,
the average number of registered personnel reduced from
8,959,000 people to 7,662,000 people, i.e. a drop of
14.5%. This was caused not just by people working under
independent contractor agreements, but also by the de-
clining dynamics of the total number of employed people.
Seasonality, as a sign of atypical employment, is one of
the important causes of unemployment. Its share among
the causes of unemployment in the Ukrainian economy is
about 10%.

The situation on the Ukrainian labor market as of early
2019 only deteriorated with the onset of the COVID-19
crisis, as mentioned above.
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THE IMPACT OF PANDEMIC ON LABOR

MARKET IN UKRAINE

The COVID-19 pandemic has caused a direct and indirect
reduction in the involvement of work force into economic
activities. On the one hand, it has been caused by the ban
or restriction of certain types of economic activities and
suspension or restriction of labor migration from Ukraine
abroad (direct impact on the Ukrainian labor market); on
the other hand, the demand for goods and services of
domestic enterprises is changing in Ukraine and abroad,
which subsequently changed (primarily reduced) the need
for human labor or services (indirect impact).”

Virtually all areas of the Ukrainian economy have been
negatively affected by the introduction of quarantine.

Overall, since its start and up to the autumn of 2020, the
COVID-19 pandemic has had the following impact on the
Ukrainian labor market: rising unemployment rates, actual re-
duction of employment, reduction of the number of Ukrainian
migrant workers, reduced income of the population from the
sale of their labor and self-employment due to reduced wag-
es, loss of work and loss of income of sole proprietors.

As of October 1, 2020, the number of the unemployed was
433,000 people, which is 62% more than on October 1,
2019. The number of job openings available with the State
Employment Service was 68,000, which is 32% fewer than
in the same period last year.? This means that the imbal-
ance between the demand and supply on the labor market
remains, since there were 6 unemployed people per 1 job
opening in 2020, while in 2019, this ratio was 3:1. In total,
since the beginning of quarantine on March 12, 525,000
people have received the status of unemployed in Ukraine.
This figure is 53% higher than in the same period last year.

According to the State Statistics Service of Ukraine, over
the period between the | quarter of 2016 to the | quarter of
2020, the unemployment rate among the Ukrainian pop-
ulation of ages 15 to 70 fluctuated from 7.2% to 10.1%.
In the | quarter of 2020, which ended in the introduction
of quarantine in Ukraine, the unemployment level of the
population of ages 15 to 70 constituted 8.6%.

7  http://nbuviap.gov.ua/index.php?option=com_content&view=artic
le&id=4941situatsiya-na-vitchiznyanomu-rinku-pratsi-v-umovakh-
pandemiji&catid=8&Itemid=350

8 State Employment Service of Ukraine, http://www.ukrstat.gov.ua

[t can be assumed that the pandemic had an especially
negative effect on people employed in the off-the-books
economy, i.e. there is hidden unemployment, but no reli-
able statistical data available. In addition, one of the forms
of hidden unemployment is a long-term unpaid leave,
since the employee is not officially laid off, but does not
receive remuneration.

Furthermore, the reduced number of migrant workers
due to quarantine restrictions has affected the amounts
of money transfers to Ukraine from abroad. From Janu-
ary to May 2020 alone, the amount of private transfers
to Ukraine from abroad dropped by 2.1% compared with
the same period last year (from USD 4.64 billion to USD
4.54 billion).° This reduction of private money transfers to
Ukraine from abroad effectively means that the income of
the population reduces, and this trend is expected to re-
main at least until the end of this year.

Service industries in Ukraine have suffered most since
the beginning of the pandemic, since such services re-
quire human labor and are more difficult to automate.
Before March 2020, 28%'° of the total employed popu-
lation in the Ukrainian economy worked in such sectors
as wholesale and retail trade, repair of motor vehicles,
catering and food service industry, financial and insur-
ance activities, real estate operations, leisure and enter-
tainment, art, and sports. In March 2020, the activity of
a significant segment of service industries was curtailed
in Ukraine due to administrative decisions as opposed to
economic factors."

Although economic activity of certain companies in the
aforementioned sectors did not completely stop during
strict lockdown in Ukraine (such as banking institutions,
grocery stores, medical establishments), it was still the ser-
vice industries that suffered the biggest losses from the
quarantine. Even in the health care sector, some medical

9  Financial Club, https:/finclub.net/ua/news/hroshovi-perekazy-v-
ukrainu-v-travni-vpaly-na-2-5protsent.html.

Data of the State Statistics Service of Ukraine, http:/Avww.ukrstat.
gov.ua
http://nbuviap.gov.ua/index.php?option=com_content&view=artic
le&id=4941:situatsiya-na-vitchiznyanomu-rinku-pratsi-v-umovakh-

pandemiji&catid=8&Itemid=350
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institutions partially restricted their activity during the quar-
antine and furloughed some staff members of their outpa-
tient departments and scientific medical establishments.?

Apart from the service industries, the pandemic has neg-
atively affected the sectors of construction and industry
in Ukraine, with the reduced demand for the products of
these industries; in addition, restrictions in the work of
transport made it difficult for workers to reach construc-
tion sites. An additional acute problem was the payment of
wages; for instance, in the hotel and food service industry
(the remuneration was 40% lower in April and May than
in the same period last year) and in the sector of transport
(significant reduction of wages in March—May).

According to the State Statistics Service of Ukraine, as of
June 1, 2020, the total arrears of wages amounted to UAH
3,142.8 million, or 104.9% compared to May 1, 2020.
Debts to employees of economically active enterprises as of
June 1, 2020, amounted to UAH 1,958.3 million (107.5%
compared to May 1, 2020). As of October 1, wage arrears
increased to 3,560.9 million, including 2,318.6 million of
debt to employees of economically active enterprises.

Despite the lack of statistical data on shadow economy,
the changes in the number of officially unemployed people
overall reflects the changes in employment in the indus-
tries that have been negatively affected by the COVID-19
pandemic in Ukraine. As of June 1, 2020, the number of
officially registered unemployed people from the food ser-
vice industry increased by a multiple of 3.6 compared to
the same period of 2019; 2.1 in the real estate sector, and
the number doubled in process manufacturing. The total
number of people who had the status of unemployed in
Ukraine increased by a multiple of 1.7 in a year.

It should be noted that the available statistical data on the
total unemployment rates in Ukraine do not fully capture
the complex nature of the labor market at the current
stage of development of Ukraine’s economy, since labor
market flexibility is quite weak in the short term. The loss
of a permanent job does not always lead to the immediate
employment of laid-off workers, even if there are relevant
vacancies, due to a number of economic and sociopsycho-
logical factors."

Thus, the labor market in Ukraine has undergone signif-
icant change under the influence of the COVID-19 pan-
demic. With the easing of quarantine restrictions, eco-
nomic activity in many industries is gradually recovering,
but some change in the functioning of the labor market is
expected to unfold further.

12 http:/nbuviap.gov.ua/index.php?option=com_content&view=artic
le&id=4941situatsiya-na-vitchiznyanomu-rinku-pratsi-v-umovakh-
pandemiji&catid=8&Itemid=350

13 http:/nbuviap.gov.ua/index.php?option=com_content&view=artic
le&id=4941situatsiya-na-vitchiznyanomu-rinku-pratsi-v-umovakh-
pandemiji&catid=8&Itemid=350

THE IMPACT OF PANDEMIC ON LABOR MARKET IN UKRAINE

When quarantine restrictions started easing in May-June
this year, some industries started resuming their activi-
ty, which positively affected the labor market. However,
the increased infection rates in the fall of 2020 pose new
threats to entrepreneurial activities, which will have nega-
tive impact on the labor market in Ukraine again.
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FINDINGS AND RECOMMENDATIONS

The labor market in Ukraine has undergone significant
change under the influence of the COVID-19 pandemic.
With the easing of quarantine restrictions, economic ac-
tivity in many industries is gradually recovering, but some
change in the functioning of the labor market is expected
to unfold further.

Positive trends in the field of labor and social relations can
be achieved by overcoming the deficit of decent work,
which is a strategic baseline for consolidating competitive
positions in the framework of socialized society, creating
new foundations for sustainable social and labor develop-
ment, and achieving an acceptable level of social quality
on this basis.

The vectors of social and labor development which should
form an entirely different social and economic policy in
Ukraine in the future and to engage innovation-oriented
mechanisms for overcoming the deficit of decent work
should be as follows:

introducing the model of an innovative type of em-
ployment, based on increasing the scale of the tertia-
ry sector and the innovation sphere, on increasing the
competitiveness of jobs, and on the use of highly com-
petent workforce;

improvement of labor income policy based on modern-
ization and increased efficiency of social standards, re-
structuring the current mechanisms of income regula-
tion (first of all, the system of personal income taxation)
and supplementing them with new tools, improvement
of collective agreement-based regulation of wages, dis-
semination of individualization of wages;

reforming the social protection system through chang-
ing the format of the government’s tasks, development
of the institutional environment, and implementation
of a number of measures at the macro level;
improvement of the regulatory framework, information
measures, and social responsibility at all levels, as well
as of agreement-based regulation of ensuring labor se-
curity and hygiene and professional health of personnel
based on the preventative approach;

introduction of specific practical tools of the broad ap-
proach to social dialogue by public authorities, trade
unions, and employer organizations, which facilitates
joint decision-making and achieving agreements that

will serve as the basis of the governmental social and
economic policy for introducing the elements of decent
work;

building a new model of the welfare state based on the
formation of socio-economic preconditions for decent
work, not just providing social support to economically
active persons;

development of action policy in the sector of corporate
social responsibility for brand development, ensuring
competitiveness, growing capitalization, an increase
in stability and greater effectiveness in the interaction
with stakeholders;

modernization of practical aspects of agreement-based
regulation of social and labor relations in terms of add-
ing qualitatively new meaning to collective bargaining
at the national, industry and regional levels.

It is necessary to rethink the development keynotes of la-
bor in general and decent work, in particular, within the
new concept “Labor 4.0” and the global socio-economic
reality of 2020, which in the long run should form a new
economic thinking, a new economic culture; use innova-
tion-oriented mechanisms for overcoming the deficit of
decent work and ensuring a high level of social quality.

When the problems that already existed in the Ukrainian
labor market in the previous years became much more
acute due to the spread of the COVID-19 pandemic, the
institution of decent work faced a new challenge.

The use of EU experience in the development of labor and
increasing the segment of decent work is especially import-
ant for Ukraine now. Ukraine can make use of both the ex-
perience accumulated in the pre-coronavirus time and the
experience gained since March 2020. To implement a num-
ber of political directives,' in January 2020, the European
Commission adopted a general action program A Strong So-
cial Europe for Just Transitions, wherein five sections pertain
to the regulation of the labor sector and the development of
social and labor relations. The program is meant to continue

14 Von der Leyen U. Union that strives for more. My agenda for
Europe: political guidelines for the next European Commission
2019-2024. P. 7-11 https://ec.europa.eu/commission/sites/beta-
political/files/political-guidelines-next-commission_en.pdf (nata
3BepHeHHs 28.05.2020)



until 2024, and the activities in its sections “Reinforcing So-
cial Europe,” “Equal Opportunities and Jobs for All,” “Fair
Working Conditions,” "Social Protection and Inclusion,” and
“Promoting European Values in the World” are designed to
reduce imbalances in the field of labor and provide social
support to the employed and the unemployed.'

At the same time, the European Commission has approved
anti-crisis measures in the labor sector, which are meant
to protect employees from unemployment and from los-
ing labor income, which include active implementation of
short-term employment schemes, as well as training and
retraining programs — these are tools that have already
proven effective in the previous experience of the EU.

For the State Employment Service of Ukraine, it would
make sense to use measures implemented by national em-
ployment agencies of EU member states, which have trans-
formed their activity in a way to continue providing services
in the employment sector even in the situation of a strict
lockdown due to the COVID-19 pandemic.

The implementation of EU experience with the develop-
ment of labor and employment in the Ukrainian practice
should contribute to the implementation of principles of
decent work and improvement of social quality. At the
same time, this would be part of the continued movement
towards the European integration, awareness of the Euro-
pean values of economic and social development.

We can predict that one trend of political and econom-
ic nature during the coronavirus times would be the in-
creased role of the government in the life of society and
its institutions.

The authors believe that, on the global scale, the formation
of the new model of welfare state will accelerate, present-
ing itself as a symbiosis of the neo-paternalistic political
platform and the ideological foundations of a social invest-
ment state.

The concept of the welfare state followed by the authors
stipulates that new priorities of the state-organized society
should be proclaimed and implemented, including the im-
portance of:

a. integration of social and economic policies;

b. drift from the redistributive state to the stimulating
state;

¢. intensification of innovative economic development on
the basis of intensive growth and efficient use of hu-
man capital;

d. increasing the role of the state in providing social ser-

vices and support in extreme conditions.

15 A Strong Social Europe for Just Transitions. COM (2020) 14 final/
Brussels, European Commission, 14.01.2020. 15 p. URL: https:/
www.eapn.eu/wp-content/uploads/2020/01/EAPN-Strong_
Social_Europe_Communication_and_Annex-4034.pdf (viewed on
30.05.2020)

FINDINGS AND RECOMMENDATIONS

The transformation of government functions will take
place in the triad “market — state — business” with the
emergence of the new interaction format of the aforemen-
tioned institutions within the new economy.'®

Overall, regarding the economy of the future, the authors
propose taking a closer look at the following vectors of so-
cial development, which should transform the neoliberal,
human-(non-)centric capitalism that was functioning at the
beginning of the new millennium:

- First, increasing the role of the state and forming a new
model of the welfare state, as discussed above.
Secondly, the end of the era of hyperglobalization,
which should give way to national production, eco-
nomic, and institutional autonomy and lead to the
reformatting of value chains.

Third, the revision of established attitudes to economic
growth, the realization that humanity has come close
to the limits of this growth and there is a need to re-
vise, rethink the very concept of “economic growth,”
its philosophy.

16 A. Kolot, O. Herasymenko. Market, state and business in
coordinates of the new economy. Problems and Perspectives in
Management. 2017. No.15 (3), pp. 76-97



FRIEDRICH EBERT FOUNDATION

REFERENCES

lgHa Npaud: iMnepaTunBK, YKpaiHCbKi peanii, MexaHi3mu
3abe3neyeHHs: MoHorpadis / [A. M. Konot, B. M.
HaHiok, O. O. FepacMMeHKO Ta iH.]; 3a Hayk. pep.
a.e.H., npod. A. M. Konora. Kuis: KHEY, 2017. 500 c.

Konor A. M., TepacumeHko O. O. CouianbHo-
Tpy#oBuA po3BuTOK B XXI CTONITTI: JO nNpupoau
rnoGanbHMX 3MiH, HOBUX MOXJMBOCTEW, OOMEXeEHb i
BUKVKIB. Jemorpadis Ta coLianbHa ekoHomika. 2019.
Ne 1. C. 97-125.

Konot A. M., Fepacumenko O. O. CoLjanbHa Aep>xaBa:
reHesnc i nepcnekTmem po3suTKy. CoujanbHO-TPYAOBI
BIAHOCWHW: Teopis Ta npakTuka. 2017. Ne 1. C. 8-36.

Koctpuusa B. I., Bypnan T. B. JucbanaHcu i gyBepreHLis
y cdepi 3anHaTocTi: nigpxogn €C Ta YkpaiHn no ix
noponanHs. Ukr. socium, 2020, 1(72): c. 98-100.

C. KynuubKuia. YKpaiHCbKMin pUHOK NpaLli nig, BanBOM
naHgemii COVID-19: ctaH Ta oOLuiHKa NepcnekTuB
PO3BUTKY. http://nbuviap.gov.ua/index.php?op-
tion=com_content&view=article&id=4941:situatsi-
ya-na-vitchiznyanomu-rinku-pratsi-v-umovakh-pandemi-
ji&catid=8&ltemid=350

Wapma P. B3netol 1 nagennsa rocymapcts. Cwunbl
nepemMeH B NOCTKpu3ncHoM mupe. Corpus (ACT). 2018.
592 c.

MPACT OF COVID-19 PANDEMIC ON ECONOMIC DEVI

10.

11.

12.

ELOPMENT AND LABOR IN UKRAINE

WBa6 K. YeTBepTasd MNpOMbILLNEHHAA PEBOSMIOLIAA.
MockBa: Skcmo, 2017. 208 c.

A strong Social Europe for Just Transitions. COM (2020)
14 final / Brussels, European Commission, 14.01.2020.
15 p. URL https:/Avww.eapn.eu/wp-content/up-
loads/2020/01/EAPN-Strong_Social_Europe_Communi-
cation_and_ Annex-4034.pdf

A. Kolot, O. Herasymenko. A deficit of decent work
as a current trend in the development of social and labor
sphere in Ukraine. Knowledge and Performance Man-
agement. Vol. 1- 2017 P. 5-17.

A. Kolot, O. Herasymenko. Market, state and business
in coordinates of the new economy. Problems and Per-
spectives in Management. 2017. No.15 (3), pp. 76- 97

Gruenbuch Arbeiten 4.0. Bundesministerium fur Arbeit
und Soziales (2015). Berlin. URL: http:/Awww.bmas.de/
SharedDocs/Downloads/DE/PDF-Publikationen-DinA4/
gruenbuch-arbeiten-vier-null.pdf?blob=publication-
File&v=2 [in German].

Von der Leyen U. Union that strives for more. My agen-
da for Europe: political guidelines for the next Europe-
an Commission 2019-2024. P. 7-11 https://ec.europa.
eu/commission/sites/beta-political/files/political-guide-
lines-next-commission_en.pdf



AUTHORS

Anatolii Kolot, PhD in Economics, Professor vice-rector for
scientific and pedagogical work Vadym Hetman Kyiv National
Economic University

Oksana Herasymenko, PhD in Economics, Associate Pro-
fessor Associate Professor of the Innovation and Investment
Activity Management Department Taras Shevchenko National
University of Kyiv

Kateryna Yarmolyuk-Krock, PhD in Law, project coordina-
tor of Friedrich Ebert Foundation in Ukraine

IMPRINT

Friedrich-Ebert-Stiftung | «Dialogue Eastern Europe»
34, Pushkinska Street, Kyiv 01004 Ukraine

Responsible:
Christopher Forst | Director of the FES Office «Dialogue
Eastern Europe»

Tel: +38 (044) 234 1038 | Fax: +38 (044) 234 1039
http://fes.kiev.ua

To order a publication, contact us at
mail@fes.kiev.ua

Commercial use of all media published by the Fried-
rich-Ebert-Stiftung (FES) is not permitted without the writ-
ten consent of the FES.

FRIEDRICH EBERT FOUNDATION REPRESENTATION IN UKRAINE

The Friedrich Ebert Foundation is a political fund head-
quartered in Germany. Our activities are focused on the
key ideas and values of social democracy: freedom, justice
and solidarity. Our international cooperation is facilitated
by a network of representative offices in over 100 coun-
tries around the world. Our efforts are aimed at support-
ing peaceful cooperation and human rights, providing as-
sistance to the creation and consolidation of democratic
institutions based on the principles of social justice and rule
of law, such as free trade unions and strong civil society.

The views expressed in this publication are not necessarily those of the
Friedrich-Ebert-Stiftung or of the organization for which the author works.

We actively stand for a social, democratic and competitive
Europe in the framework of European integration process-
es. Guided by these principles since its opening in 1996,
the FES Representation in Kyiv has supported dialogue with
Ukrainian partners on a wide range of issues such as sus-
tainable democratic development and human safety.



IMPACT OF COVID-19 PANDEMIC
ON ECONOMIC DEVELOPMENT
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%

Transformation in the field of labor
under the influence of new factors is
a complete, comprehensive trans-
formation of values, motivational
guidelines, hierarchies, and primary
sources of development, supply

and demand in the labor market,
forms of employment, and its scale.
Through the prism of social and
labor development, the emergence
of new opportunities for economical-
ly active people and the emergence
of new challenges, risks, and threats
can be seen.

%

The art of management at all lev-

els — from the household to the
national economy is manifested in
the real ability to organize activities,
which must take place in conditions
dictated by quarantine measures and
restrictions, and at the same time
focused on business recovery, social
development aimed at ensuring
acceptable social quality. That is why
the authors of this publication insist
on the implementation of the risk-re-
newal model of economic and social
and labor development.

%

The new challenges posed by the cur-
rent socio-economic reality make us
realize the true role of decent work in
the life of every economically active
person. Positive trends in the field of
labor, social and labor relations can
be achieved by overcoming the deficit
of decent work, which is a strategic
guideline for consolidating compet-
itive positions within a socialized
society, formation of new pillars to
ensure the sustainability of social and
labor development and achieve a so-
cially acceptable level of social quality
on this basis.




