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LABOR MARKET OF UKRAINE IN CONDITIONS OF SYSTEM CRISIS 

Abstract. The study deals with identifying trends in the labor market in Ukraine, which is 
significantly influenced by threatening external and internal factors. The authors prove in the article 
that the incentives to reform this market today are significantly weakened by the negative effects of 
the crisis, which covers all spheres of life — from the economy to health care. It was found that the 
negative trends of the world and national markets contribute to the decline in the quality of human 
capital of labor resources, worsen the structure of the national labor market. The multi-vector nature 
of the crisis leads to the formation of a multiplicative effect — its various aspects increase the 
influence of each other. As a result, the negative pressure of the crisis factors on the national labor 
market is increasing with growing pace. The authors prove that the old extensive approach of 
managers to the use of labor resources of Ukraine has outlived itself. The existing model and 
approaches to its reform given the current scale of threatening trends do not meet the criteria of 
effectiveness. Ukraine needs a new labor market model. The efforts of government officials and the 
influence of the business community should be aimed at forming a model whose goals will be: 
stabilizing the economic, social and political situation in Ukraine, reducing the risk of uncontrolled 
growth of social tensions, forming a flexible response to neutralize the effects of the crisis. It is 
pointed out that the lack or even slowdown of the reaction to the existing negative tendencies 
inherent in the labor market in Ukraine can cause significant and drastic social and political 
changes. The originality of the article is stipulated by the need to identify labor market trends under 
the influence of the crisis and the situation on the world labor market, identify factors that lead to 
the consolidation of an extensive labor market model in a permanent crisis, identify factors that 
contribute to this and negative consequences for the economy. 

Keywords: labor market, impact of the crisis, labor migration, quality of human capital, 
employment dynamics. 
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Introduction. The instability of the world economy, exacerbated by the COVID-19 

pandemic and by the introduction of new technologies leads to structural changes in the labor 
market, the international labor market tends to segment [1—5]. Segments of the international labor 
market increase their autonomy, form their own patterns and rules of labor movement. These rules 
and regulations have different degrees of severity for different countries and for different structural 
segments of national labor resources, but for Ukraine, in conditions of national and external 
restrictions on cross-border movement, there is a tendency to create a relatively autonomous 
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national labor market. The incentive to strengthen this trend is, in particular, external and internal 
restrictions on shuttle migration of labor, watch-based organisation of labor and so on. At the same 
time, the challenges of the socio-economic crisis for the labor market of Ukraine form opposite 
incentives aimed at increasing labor migration. Therefore, one of the urgent issues is to study the 
presence or absence of a balance of these trends for different segments of the working population, 
which will be a determining factor influencing the social, economic and political situation in 
Ukraine.  

Analysis of research and problem statement. Problems of the labor market have been 
widely studied by national and foreign scientists. Challenges to the world labor market are studied 
in [6; 7]. Influences of the world market and tendencies of the Ukrainian labor market are 
considered in detail in scientific works [8—16]. Problems of the labor market, in particular in the 
transition to a digital economy are given in [17—19]. Statistical studies of the labor market in 
Ukraine [20—22] indicate a significant multiplicative effect of negative phenomena affecting the 
labor market. For example, there is a decrease in the human capital index (which is now 0.65) [22]. 
This, in turn, leads to a decrease in gross domestic product per employee, which is the lowest 
among neighboring countries — 20837 (1991) to 19095 (2018) in US purchasing power parity 
dollars. For Belarus it is 18013/35758, for Poland — 23714/60538, for Slovakia — 25978/65991 
[21; 22]. The existing outflow of qualified personnel, which leads to a change in the structure of 
labor resources and the labor market, creates negative preconditions for slowing economic growth. 
For example, the share of manufacturing industries that use high and relatively high technologies in 
the economy of Ukraine is slightly more than 3% of the structure of gross value added in the 
economy as a whole by the level of technology use, and the share of goods for which these 
technologies are used in exports is only 17%) [20].   

Unsolved aspect of the problem. A significant increase of the crisis phenomena in the 
economy, the emergence of new risks, a significant increase in the risks of the past creates a 
multiplicative effect of the crisis on the labor market and requires a study of trends in this market in 
Ukraine. 

The purpose of the article. The purpose of writing this article is to identify the main trends 
in the labor market and its changes under the influence of changes in the global labor market and 
the crisis. 

Research results. A comparison of employment on a sectoral principle in the international 
labor market (Fig. 1) and the labor market of Ukraine (Fig. 2) is conducted.  

  

 
 

Fig. 1. Dynamics of employment by sectors of the economy  
in the world labor market, mln 

Source: Developed by the authors using data [21].  
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Fig. 2. Dynamics of employment by sectors of the economy in the labor market of Ukraine, 
mln 

Source: Developed by the authors using data [21]. 

 
Analysis of the dynamics of employment by sectors of the economy in the global labor 

market [21] suggests a decline in employment in 2013—2016 with a forecast of extension until 
2021 in the global labor market for agricultural production, a steady increase in employment in 
industry and a significant, outpacing other industries, employment growth in the service industry 
(see Fig. 1). This indicates the possibility of labor migration of Ukrainians on a sectoral principle. 
Participation in the global division of labor in agriculture will be limited to seasonal harvesting 
operations. The service sector, which includes the market for high intelligent labor, in particular, in 
the information service industry, will help to increase the outflow of qualified personnel from 
Ukraine. With the intensification of the economic crisis, the world labor market will be 
characterized by a significant reduction in employment, rising unemployment; significant 
differences in sectoral employment by region; an increase in employment in the service sector and a 
decrease in agriculture and industry; the spread of informal employment and self-employment. 

The difference in the sectoral dynamics of the Ukrainian labor market [20; 21] indicates the 
impact of crises (see Fig. 2). We can note the reduction of the labor market in agriculture caused by 
the crisis of 2013—2014, with a certain delay in time, less impact of the crisis in industry and some 
growth in the service sector. But the impact of the 2019 crisis is so far-reaching that it affects all 
sectors, including the service sector and, to a lesser extent, industry. This is indicated by the 
analysis of the dynamics of unemployment in Ukraine (Fig. 3). The trend of decreasing 
unemployment after the crisis of 2014—2015 in the coming years is projected to change to a trend 
of significant growth in unemployment by ~8 million people.  

 

 
 

Fig. 3. Dynamics of unemployment in Ukraine, mln 
Source: Developed by the authors using data [21].  
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A study of the dynamics of changes in the turnover rate of labor to the average number of 
full-time employees (Fig. 4) indicates a significant constant lag in employment on the same 
indicator of dismissal. The specified rate of dismissal is constant during the crisis of 2014—2015, 
but the amplitude of this indicator for employment for this period is significant. The slope ratio of 
the trends in the coefficient of labor turnover on hiring and firing (with a lag in time), are almost 
identical in volume, but opposite in sign. This indicates an increase in the sensitivity of the labor 
market to the effects of the crisis.  

 

 
 

Fig. 4. Dynamics of the labor turnover ratio in% to the average number  
of full-time employees 

Source: Developed by the authors using data [21].  
 
Since the factor of stabilization of the labor market is wages, a study of the dynamics of 

changes in nominal and real average monthly wages was conducted (Fig. 5). 
 

 
 

Fig. 5. Dynamics of the average monthly salary. Nominal wage — in %  
to the subsistence level for able-bodied persons, real — in % to the previous year 
Source: Developed by the authors using data [22].  

 
Despite the significant increase in nominal wages for the period 2010—2019, the growth of 

real wages remained almost unchanged. That is, the increase in nominal wages only offset the 
increase in prices for basic consumer goods while restraining the increase in the subsistence level. 
The study found that the problematic issues of wages in Ukraine are: the predominant lack of 
correlation between labor efficiency and the level of wages; the presence of a significant variable 
share in wages (for example, civil servants have only 50% of wages which is constant, the rest is 
surcharges, teachers have these shares, respectively, 60% and 40%), which gives the employer a 
flexible approach to wages. This is facilitated by the low minimum wage, which leads to a decrease 
in the share of standardized labor (constant) and an increase in the share of overtime (variable), 
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which allows to adjust the regulation of wages at the national level with sectoral characteristics of 
the labor market. As taxes on remuneration for work performed are tightly controlled and the share 
of taxes and payments to social funds is significant, this reduces the ability of employers to invest in 
improving the quality of labor resources. Cheaper labor helps to maintain a certain level of demand 
for these resources, but this leads to low growth rates of labor activity and the economy as a whole. 

Conclusions. Efforts to reform the labor market model should be aimed at the following 
goals: stabilization of the economic, social and political situation in Ukraine, reducing the risk of 
uncontrolled growth of social tensions, flexible neutralization of the effects of the crisis. But the 
existing model and approaches to its reform do not meet the criteria of effectiveness. As it has been 
established, the profitability of enterprises is still mainly determined not by the efficiency of 
production and its level of management, quality of work, but by the monopoly position of 
enterprises, foreign market prices for resources, the possibility of obtaining a fairly large rent. This 
leads to a slowdown in investment into the quality of human capital and reduces incentives for 
structural changes towards the formation of an intensive labor market. Cheap labor, in certain 
categories, also does not encourage managers and business owners to invest in improving the 
quality of human capital and modernization of production. And this, in turn, leads to a decrease in 
labor activity and non-competitiveness of national production, slows down the creation of new jobs 
and raising living standards, which leads to the preservation of the existing extensive model of the 
labor market, which has outlived itself. The extensive nature of the labor market model is due to the 
historically formed approach of management to the labor market and, under conditions of 
permanent crisis, the lack of need for managers and owners of industries in a strategic approach to 
the formation of their own labor resources. The consequences of this are: a significant degree of 
reaction to the effects of risks of destabilization of the economic situation according to a certain 
change in foreign markets (for example, falling prices for resources exported to Ukraine); declining 
quality of human capital, lack of a strategic approach to the formation of the labor market; lack of 
incentives for rational management of Ukrainian industries; extensive use of labor resources; 
formation of a significant share of low-skilled workers in the labor force; formation of structural 
disparities on a sectoral and regional basis. Current tendencies to limit cross-border labor migration, 
the formation of interstate sectoral labor markets and a relatively autonomous national labor market 
in Ukraine so far support the relative stability of such a labor market model. But this shaky balance 
can be upset by changes in external or internal factors. And this can lead to significant and drastic 
social and political changes.   
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