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The article reveals critical socio-economic factors that influence a low level of the implementa-

tion of reforms and transformations in the social sphere and reduce the indirect effects of eco-

nomic cooperation in the sphere of social protection of employees, migration and development of 

social infrastructure. The necessity to develop the directions of cooperation in the sphere of em-

ployment, social policy and equal opportunities for the population in order to confront social chal-

lenges and improve the quality of life, which is caused by a number of quantitative and qualitative 

changes, is substantiated. It is proved that solving the problem of the selection of skilled personnel 

in the Ukrainian labour market would help to improve employment opportunities for the Ukrai-

nian workforce, including labour migrants and internally displaced people. The reforms of state 

policy in the social sphere should be primarily aimed at solving the social problem of late payment 

of salaries, the problem of widespread use of shadow pay schemes, which negatively affect the ef-

ficiency of management and social protection of workers.

The means of expanding cooperation that are aimed at improving the quality of life, confronting 

social challenges and realizing equal opportunities of the Ukrainian population, are suggested. The 

priority directions and means of intensifying the implementation of reforms and transformations 

in the social sphere are singled out. The proposed measures will promote the efficient implemen-

tation of the Conception on social policy of Ukraine until 2023 and the Strategy of overcoming 

poverty for the period up to 2020, help to maintain effective employment of the population and 

reduce the number of compulsory redundant workers, ensure efficient cooperation in the sphere 

of the social policy and equal opportunities for the population within the framework for the im-

plementation of the economic component of the association agreement.
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The low level of the implementation of the suggested 

reforms and changes in the social sphere is condi-

tioned by the passivity and financial inability of the 

existing state social policy, an excessive number of 

goals and a small amount of means to achieve them. 

Today, real possibilities of reforming the regulation 

policy of employment are absent, the influence of the 

state policy on raising the level of real incomes of the 

population and reforming the system of social pro-

tection of employees and labour migrants is limited, 

radical changes in the reorganization of social infra-

structure do not take place.
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Social problems of the labour 

market reproduction

Social problems of the labour market reproduction 

and the systemic defects of the policy of employment 

regulation of the population are exacerbated due to 

conjuncture changes in the labour market, structural 

imbalances between supply and demand for workforce 

by professions, the growth of the shadow and infor-

mal segment of the employed, the increase in nomi-

nal and shadow employment in Ukraine. This state 

of affairs shows that the means of state regulation are 

not consistent with the conditions envisaged by the 

strategy of reforming the social sphere.

As confirmation of this situation is the fact that from 

2014 to 2016, one could observe negative trends in the 

formation of manpower surplus in the labour market 

conditions, the structural imbalance of the vacancy 

system and the growth of the shadow labour market. 

Thus, at the beginning of 2016, the need of enterpris-

es for workforce to fill vacancies decreased by 25 % 

compared to 2015; while there was a 9.9 % reduction 

of vacancies announced by employers. In Ukraine, at 

the beginning of 2016, the loading of vacant positions 

per 1 job vacancy on average amounted to 16 people, 

which is 1.8 times more than in 2014 (in some regions, 

particularly, in Zaporizhia and Lviv oblasts –  42–

75 people applied for one job vacancy) [1]

In addition, during 2015, there was a sharp increase in 

the shadow labour market (about 40 %), 600 thousand 

people left the legal labour market within this year; by 

the beginning of 2016, the level of economic activity 

of the population decreased by 3,2 % in comparison 

with 2013. In Lviv, Zakarpattia, Ternopil and Chernivt-

si oblasts, the formation of labour micromarkets [2] 

takes place, informal employment is the main or ad-

ditional source of incomes for 40–54 % of households.

The most widespread sources of receiving informal in-

comes were: unregistered business of people (21.1 %) 

and envelope wages (28.9 %) [3]. The analysis of in-

formal employment in terms of age groups shows that 

its highest level is typical for individuals at the age of 

15–24 (33.2 %) and at the age of 60–70 (41.1 %).

It is beyond doubt that the acceleration of the imple-

mentation of reforms in the field of the social policy 

is also caused by European integration processes. 

Therefore, Ukraine will not receive additional moti-

vation and technical support from the EU if there is 

no policy of reforming the national education system 

that meets the needs of the modern labour market. Ac-

cording to the World Bank’s research on the labour 

market in Ukraine, the structure of training and suit-

ability of staff remains distorted: every fifth company 

considers insufficient knowledge and skills of existing 

workers in the labour market to be a more serious ob-

stacle to their functioning and development than prob-

lems, connected with financing, corruption and per-

mits necessary for doing business (this figure is one of 

the highest among the countries with transition econo-

mies of Eastern Europe and the former Soviet Union).

At the same time, for qualified workers engaged in phys-

ical labour, it takes much more time to fill a job vacan-

cy in Ukraine than in most countries (five weeks instead 

of 2.5). 25 % of enterprises in Ukraine, which have in-

creased the number of employees and 15 % of enter-

prises that have not expanded their personnel in the last 

three years, consider the lack of knowledge and absence 

of necessary professional skills to be the main problem.

It is also worth noting that jobs are created mainly in 

new companies, in the sphere of market services and 

in professions. Thus, more than 50 % of new jobs are 

created in large companies, about 75 % –  for work-

ers engaged in physical labour, half of them –  for 

skilled workers and consequently, only 20 % of all new 

jobs are provided for managers, specialists of middle 

and higher skill level [4].

Despite the fact that the unemployment rate of young 

people in Ukraine at the beginning of 2016 is gener-

ally lower (11.6 %) than in the EU countries and twice 

lower than in the countries of Eastern Europe and 

Central Asia, only 51 % of young people have found 

a job before reaching the age of 25, the level of self-em-

ployment and entrepreneurship among young people 

remains rather low and amounts to only 8 percent.

We believe that the solution to the problem of selection 

of qualified personnel in the Ukrainian labour market, 

recognition of informally obtained qualification and 

a deeper understanding of the internal mobility of the 

Ukrainian workforce would help to improve employ-

ment opportunities for the Ukrainian workforce, in-

cluding labour migrants and internally displaced peo-

ple, as well as contribute to economic growth in Ukraine. 

The State Employment service and the Federation of 

Employers of Ukraine are actively cooperating in the 

development and revision of professional standards. This 

is evidenced by the fact that at the end of 2015, employ-

ers of Ukraine approved 18 professional standards [5].

We want to add that in 2014, the Institute of Profes-

sional Qualifications was created as a platform to 
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promote the development of professional standards 

and qualifications; however, these efforts need addi-

tional support from the International Labour Orga-

nization (ILO) and cooperation with the EU coun-

tries in terms of their practical implementation.

At the same time, in spite of a 1 % increase in the em-

ployment rate, the number of employed people aged 

between 15 and 70 decreased by 9.4 % or 1.7 million 

people, who had worked in the informal sector of the 

economy (in 2015, the share of such people amount-

ed to 25.1 % of the employed population). Significant 

volumes of expansion of informal employment are 

characteristic, first of all, of the western regions, 

which is caused by the concentration of the agrarian 

sector of the economy on these territories.

Hence, one could notice a decrease in the institution-

al capacity of government structures concerning the 

implementation of reforms in the field of education 

according to the economic component of the Asso-

ciation Agreement, a reduction of the financing of 

educational institutions, the inadequate use of youth 

innovation potential, low rates of reforms and mod-

ernization of the higher education system, which lead 

to inconsistency between the level of training of the 

graduates of educational institutions and the needs of 

the labour market, the growth of poor-quality public 

services in the field of basic and higher education and 

a rise in youth unemployment.

The state policy reforms in the social sphere should 

be primarily aimed at solving the social problem of 

late payment of salaries and the problem of wide-

spread shadow schemes of labour remuneration that 

not only have a negative impact on the efficiency of 

management and social protection of workers and but 

also increase the negative tendencies towards low so-

cial standards of the level and quality of life of the 

population in comparison with the EU countries, 

cause the spread of poverty among the working un-

qualified population and the absence of state’s levers 

to influence the policy of labour remuneration.

Low social standards 

of the level and quality of life 

of the population in comparison 

with the EU countries

Thus, at the beginning of 2016, with the positive dy-

namics of the slowdown in the rate of the inflation 

index growth (up to 4.5 %) and an increase in nominal 

incomes of the population of Ukraine by 14.3 % in 

comparison with the same period last year, the rates of 

income growth were the lowest in the last 5 years and 

they were accompanied by negative trends, the main of 

which were: the lowest level of minimum wage in the 

last 10 years (36 euros) and lower wages compared to 

the EU countries (the minimum wage is 5 times lower 

compared to Bulgaria (184 euros) and Albania 

(157  euros), 54 times lower in comparison with Lux-

embourg (1923 euros)); the rise in the share of non-per-

forming loans for households in the banking system 

(in 2015, the corresponding rate was 20 %); the fall in 

real incomes of the population in 2014, 2015 and 2016 

by 11.5, 22.2 and 14.9 %, respectively in Ukraine on the 

whole and in most regions: in the first half of 2016, the 

incomes of the population remained at the level of 2009 

and amounted to 3–5 % compared to 2015, and the 

gap between the average monthly real wage and the av-

erage index in Ukraine (4 895 hrn) amounted to 22.1–

22.9 % in Volyn, Zhytomyr, Kirovohrad, Rivne, Sumy, 

Khmelnytskyi, Kharkiv, Cherkasy and Chernihiv 

oblasts; the increase of poverty among the working un-

qualified population (12–15 %) and a 15 % reduction 

in the share of the minimum wage in the average wage 

during 2010–2016 (in January, 2010, this index was 

45 %, in January, 2013 – 38 %, and in January, 2016 – 

30 %), while an ILO norm is at least 50–60 % (for ex-

ample, in the UK this figure is 50 %, Slovenia –  47 %, 

Turkey –  46 %, Poland, Romania and Slovakia –  37 %).

The predominance of the average wage over the sub-

sistence minimum for able-bodied people (1 450 hrn) 

in 2013–2015 was 2–3.3 times higher, but it did not 

solve systematic controversies in remuneration of la-

bour and did not encourage the employers to reduce 

the amount of arrears in wages to employees of en-

terprises, institutions and organizations, which had 

increased by 28.7 % in 2016 compared to 2015, par-

ticularly, the debts increased by 1.5–3.5 times in Dni-

propetrovsk, Luhansk, Volyn and Rivne oblasts, the 

highest rates of growth of this index were observed in 

Luhansk oblast (by 3.5 times), the lowest –  in Vin-

nytsia oblast, where a 20.2 % decrease in arrears in 

wages took place. As a result, during 2013–2015, the 

average poverty rate increased by 2.4 times (from 

23.3 % to 59.3 %, while among working people it in-

creased by three times –  from 19.6 to 52.9 %) [6].

Such things as the absence of an efficient social dialogue 

and lack of cooperation with partners to promote initia-

tives for providing decent working conditions, only par-

tial implementation of new standards in the labour mar-

ket concerning the collective and contractual regulation 

of socio-labour relations, etc. confirm that Ukraine 
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needs clear reforms and an action plan agreed among 

all branches of the government. The social dialogue is 

levelled out, because it is highly probable that the state 

authorities enter into an "alliance" with employers in or-

der to reduce the demands of trade unions [7].

Partial implementation of new 

standards in the labour market 

concerning the collective 

and contractual regulation 

of socio-labour relations

The social significance of a collective contract and 

the level of coverage of employees by collective and 

contractual regulation lose their importance: the 

number of registered collective agreements in Ukraine 

at the beginning of 2016 decreased by 7.5 %; in the 

sectoral aspect, the lowest level of the collective and 

contractual regulation was observed in the wholesale 

and retail trade (34.2 %) and in the sphere of tempo-

rary accommodation and catering business –  39.6 %; 

in the regional aspect, a significant reduction of the 

level of coverage of employees by the collective and 

contractual regulation was reported in Vinnytsia, Vo-

lyn, Dnipropetrovsk and Rivne oblasts.

To assess the impact of a number of factors on the 

state policy towards the implementation of a social 

dialogue in the Ukrainian retail trade industry, the 

technique of DE-analysis isзз used, which allowed 

forming a model of regression equations (formula 1).
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where:

y –  is the integral coefficient of the social dialogue 

implementation in the industry;

k –  coefficients of significance of parameters (indi-

ces) that show the social dialogue implementation in 

the industry.

DE-analysis can predict the impact on the basis of the 

formal representation of the social dialogue 

implementation, on condition that input and output pa-

rameters of the structure of the integral efficiency index 

are selected in the form of the ratio of an additive set of 

output system characteristics weighted in a certain way 

(у
i
,) (such “output” indices: (1) the level of the popula-

tion’s employment in the trade; (2) labour productivi-

ty in the retail trade; (3) the average monthly wage of 

an employee in the retail trade, were chosen) to the set 

of “input” parameters (х
k
,) –  14 indices of labour econ-

omy and the social dialogue implementation in the re-

tail trade by regions of Ukraine and 17 indices –  by re-

tail trade enterprises. It is obvious that it will help to 

define directions, mechanisms and instruments of the 

state policy in the analysed sphere more rationally.

It should be noted that such a three-vector model re-

flects and confirms the assumption as to the appropri-

ateness and prospects of choosing the main strategic 

priorities of the state in ensuring efficiency of the pol-

icy on the social dialogue implementation. We want 

to mention that such factors as the number of employ-

ees per unit of a trade area (the coefficient of regres-

sion was 0.66), the number of full-time employees per 

one trade enterprise (0.63), the level of providing the 

population with the network of retail trade per 

1,000 people (0,38), and the level of the payroll fund 

in the retail goods turnover (0,30) have a positive and 

profound impact on the social dialogue implementa-

tion in the retail trade in the regions of Ukraine.

The following factors have a negative influence on ef-

ficiency of the state policy towards the social dialogue 

implementation in the retail trade: investment in fixed 

assets per one person in trade (minus 0.34) and the 

coefficient of employees’ turnover at trade enterpris-

es (minus 0.18). We want to note that the obtained 

results allow claiming that there is low efficiency and 

volumes of investment and legal protection of em-

ployment in the sphere of the retail trade, since, 

 otherwise, one can observe a direct connection be-

tween investment and an increase in both financial 

and economic and social efficiency of business.

Limited the availability and 

financial stability of the system 

of social protection of employees

Finally, we want to add that the economic crisis in 

2013–2016, the annexation of Crimea and the war in 

the east of Ukraine, the absence of an effective social 

dialogue and a purposeful state policy on employment 
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have led to the aggravation of negative phenomena in 

the socio-economic sphere. In particular, they have 

limited the availability and financial stability of the 

system of social protection of employees, which man-

ifested itself in poor employers’ responsibility for de-

fending employees’ rights and a mass layoff of em-

ployees. Thus, during 2014–2015, in the budget 

sphere, the mass layoff of workers took place three 

times (the number of employees decreased by 20, 10 

and 3 % respectively)[8]; while in comparison with 

the corresponding period of the last year, the number 

of people warned about the planned massive layoff in-

creased to 117 thousand people (by 1.5 times). Par-

ticularly vulnerable to violations of their labour rights 

are those migrant workers, (18.3 %) who work as do-

mestic workers and do not formalize their own labour 

relations in 16.5 % of cases [9].

It should be mentioned that the lack of financing for 

the social services system lessened significantly the 

impact of the social policy on avoidance and preven-

tion of negative social and economic phenomena for 

the population (in 2016, the payment of cash aid was 

suspended due to the unemployment of 77.1 thou-

sand able-bodied people or 4.3 % of the number of 

people, who were accounted for as internally dis-

placed people).

Priority directions and measures 

to intensify the implementation 

of reforms and changes 

in the social sphere

Taking into account the outlined critical socio-eco-

nomic factors that do not contribute to the imple-

mentation of the state policy reform, such priority di-

rections and measures to intensify the implementation 

of reforms and changes in the social sphere must be 

introduced:

1. struggle against common challenges, combat dis-

crimination, increase the number of quality jobs with 

decent working conditions, strengthen the market 

flexibility and safety of employees, improve the effi-

ciency of employment services in accordance with 

the needs of the labour market, promote the develop-

ment of corporate social responsibility and responsi-

ble business practice, especially the one, which is sup-

ported within the framework of the UN Global 

Compact since 2000, by the International Labour Or-

ganization and the ILO Tripartite declaration of 

principles concerning multinational enterprises and 

social policy;

2. it is crucial for the Ministry of Social Policy and 

the National Employment Agency, together with the 

Confederation of Free Trade Unions of Ukraine, con-

sider possibilities of using a four-day working week 

for low-skilled occupations (a 20 % reduction in 

working time will save 20 % of staff) and distance work 

for representatives of marketing, advertising, PR, 

journalists, translators, creative and IT specialties, 

which will allow diminishing the cost of organizing 

the workplace and meeting the needs for flexible em-

ployment for 25 % of workers of the mentioned spe-

cialties. The implementation of these measures will 

help to maintain effective employment of the popu-

lation and reduce the number of compulsory redun-

dant workers;

3. it is necessary to pass a package of laws for finan-

cial and banking activities at the legislative level in 

order to increase the stability and attractiveness of 

the sector of formal employment and set up the Bank 

to cover risks (insurance bank) for refinancing, re-

patriating business returns for the use of currency 

with the aim to legalize “shadow” employment and 

support competitiveness of the economically active 

population in the labour market; district employment 

centres should introduce the practice of holding 

 European forums and consultations in order to im-

plement measures to maintain effective employment 

and diminish the number of compulsory redundant 

workers;

4. intensify cooperation and exchange of experience 

in the framework of cooperation between the EU 

countries in the field of youth policy and informal ed-

ucation for young people, provide assistance to young 

people with acquiring knowledge, skills and abilities 

outside the education system, including through vol-

unteering and recognize the value of such experience; 

5. accelerate the introduction of two mechanisms for 

stimulating employment for young people –  “Youth 

Employment Initiatives” and “Youth Guarantee 

schemes” in the framework of the Concept of the 

State target social programme “Youth of Ukraine” 

for 2016–2020 (the EU has allocated 6 billion euros 

for the implementation of the “Youth Employment 

Initiative” within the first two years of existence of 

the new EU budget for 2014–2020); continue to pro-

vide specific EURES services (the European job mo-

bility portal of the network concerning staffing), par-

ticularly, implement the programme “Your first 

EURES job”;
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6. in order to effectively implement the Conception 

on social policy of Ukraine until 2023, regional and 

district state administrations should devise a draft road 

map for joint actions of social partners –  the Parties 

of the Association Agreement on overcoming “zones 

of social injustice” in the field of labour, which will 

reduce the differentiation in levels of payment and di-

minish the risks of shadow wage schemes;

7. in accordance with the Sectoral Agreement be-

tween the Ministry of social policy of Ukraine and 

trade unions of social workers of Ukraine and em-

ployees of state institutions of Ukraine for 2016–2018, 

the Ministry of social policy of Ukraine should urge 

the heads of enterprises and organizations together 

with trade union committees to develop and imple-

ment precautionary measures to prevent the layoff of 

employees in volumes exceeding 10 percent of their 

total number within a year. In case of the inevitabil-

ity of massive layoffs, they have to devise joint mea-

sures to ensure the employment of workers who have 

to be dismissed (in case of planned dismissal of work-

ers due to economic, technological and structural rea-

sons or due to liquidation, one need to provide trade 

unions with information regarding these measures, 

including information on the causes of dismissal, 

the number and categories of workers that are con-

nected with it, no later than three months before the 

planned dismissals);

8. within the framework of coordinating the social 

security of Ukrainian labour migrants, it is necessary 

to accelerate the implementation of already existing 

bilateral agreements with countries, especially, the 

EU neighbouring countries by following the princi-

ples laid down in Association Agreements; intensify 

the negotiation process as to concluding agreements 

on social and pension provision; initiate, together with 

the interested EU countries, the search for schemes 

and development of programmes for circular labour 

migration; deepen European cooperation aimed at 

integrating immigrants into Ukrainian society, par-

ticularly, implementing the Plan of measures con-

cerning the integration of refugees until 2020;

9. continue work on bringing the legislative and nor-

mative base of Ukraine into the line with the EU stan-

dards: to amend the article 31 of the Law of Ukraine 

“On Employment of the Population” (regarding the 

regulation of public works); make changes to some 

legislative acts of Ukraine concerning employment of 

disabled people, introduction of a cumulative system 

of compulsory state pension insurance and common 

principles for the calculation of pensions; adopt the 

Laws of Ukraine “On Education” (restated) taking 

into account changes regarding the recognition of in-

formal education. Such steps are needed to ensure 

cooperation in the sphere of the social policy and 

equal opportunities for the population within the 

framework of the implementation of the economic 

component of the association agreement;

10.  in order to implement the Strategy for overcom-

ing poverty for the period up to 2020 and the Law of 

Ukraine “On Social Services”, one should take into 

consideration the extension of the power of local ex-

ecutive authorities and local self-government author-

ities in the sphere of providing social services at the 

place of residence of people receiving such services. 

Oblast state administrations should involve experts 

from the UNDP, UNICEF, and ILO for developing 

program measures to prevent the emergence of cen-

tres for chronic poverty and social exclusion among 

internally displaced people, regardless of their place 

of residence and minimize the risks of social exclu-

sion of the rural population.
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