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THE COVID-19 INFLUENCE ON UKRAINIAN ECONOMY AND NATIONAL LABOUR
MARKET

Nowadays, an urgent issue is coronavirus pandemic. We can feel its spread in each sphere of
our life: social, economic, governmental and personal. Further aggravation of this global problem in
Ukraine requires significant governmental actions, which have far-reaching economic and social
consequences. The result of these actions is changes in domestic economy and its labour market.

Due to the spread of coronavirus, companies around the world are counting essential losses
while governments are trying to create and apply anti-crisis plans for national economies. Small and
medium-sized firms are suffering from paying taxes while having no real income. Many of them are
forced to quit their businesses and fire employees due to quarantine. In addition, we are witnessing
the  extremely  lost  in  profit  of  such  multicorporations  as  air  travel  and  tourism  businesses,  public
catering, entertaining and cultural establishments. Therefore, thousands of people have been fired
with purpose – just to minimize companies’ costs on paying salaries for doing nothing during the
period of restrictive measures.

The Ukrainian government has already provided a number of measures to support the
economy during quarantine such as forbiddance of business inspections, cancelling fines for non-
payment of social taxes, freeing entrepreneurs from a number of other taxes, and improving the
conditions for receiving unemployment benefits by workers, who were fired during the period of
restrictive measures. Nevertheless, 3.5 million employees of small enterprises and educational
institutions have been already affected by the consequences of quarantine in Ukraine [1].

Given that quarantine has hit both big and small businesses, it is expedient to consider how
the incomes of multicorporation owners and ordinary small firms, with up to 5 employees, have
changed. What losses did the quarantine bring and is there any hope of an income return?
Moreover, the main question is how we can influence on Ukrainian economy and its labour market
improvement.

A survey of the Union of Ukrainian Entrepreneurs has indicated that 6% of domestic owners
closed their business, most of which were small and medium-sized enterprises [2]. During March
20-25, 2020, Economic Truth together with the consulting firm Applied Research Center and City
Development Center conducted an online survey for metropolitan business representatives to
evaluate the quarantine effects in Ukraine. The sample of the study included 933 respondents.

The survey results revealed that 35% of Kiev entrepreneurs were forced to quit their
businesses due to quarantine. Small firms (with the number of employees up to 5 people) were the
most vulnerable since 45% of the respondents from this group predicted that their companies would
close in the nearest future; for big business representatives (more than 500 employees) this figure
was 14% and 27% for medium-sized enterprises (with 100-500 employees). Moreover, 26% of
respondents predicted a 50-80% reduction in turnover. According to another 18% of the
respondents, their business turnover would fall by 30-50% and only 1% of the companies in the
sample expected growth [3].
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Given to these results, it is quite reasonable to expect noticeable declining in incomes of the
state budget in the current year. According to the data of the State Treasury Service of Ukraine,
released on Wednesday, April 1, in March 2020, the state budget received 87.8 billion UAH, which
is 10.4% less than government plans [4]. It means possible state budget deficit and economic
instability. Today we are already experiencing fluctuations in the hryvnia exchange rate and
alarming economic forecasts of leading politicians, who predict Ukraine’s GDP falling by 3.9% in
2020 and increment of the unemployment rate up to 9.4% [5].

For instance, Dragon Capital's base forecast shows a 4% drop in Ukraine's GDP and the
devaluation of hryvnia to 30 UAH per dollar at the end of 2020 if quarantine continues until May
(the average rate is expected to be 29 UAH / dollar, and devaluation will be about 11% to last year's
rate). According to a less optimistic forecast, if quarantine is extended for a longer period, GDP
may fall by 9%, and the hryvnia will fall to 35 UAH / dollar. Under such conditions, unemployment
is expected to increase significantly [6].

Taking into account the abovementioned situation, it is necessary to implement the
following measures:

1) the most affected businesses (cultural institutions (cinemas, etc.), enterprises in the
tourism sector) should be exempted from or allowed paying reduced income tax;

2) all employers should be given an opportunity to get a governmental financial support for
their workers to survive during forced idle in order to prevent the spread of a pandemic;

3) a moratorium on all business audits should be introduced by the end of the year so that
entrepreneurs are able to economically recover from the crisis.

The suggested measures can greatly contribute to improvement in economic situation in
Ukraine and revival of the national labor market.
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