ECONoOMICS

https://doi.org/10.15407/socium2020.01.083
UDC 331.5.024.5 + 339.97 + 364.23

Kostrytsia V.I., Deputy Chairman of the Association of Employers' Organizations of Ukraine, 34,
Khreshchatyk Str., Kyiv, 01001, Ukraine, email: kostrytsya2@gmail.com,

Burlay T.V., Dr. Habil. (Economics), Senior Researcher, Department of Economic Theory, Institute
for Economics and Forecasting, National Academy of Sciences of Ukraine, 26, Panasa Myrnoho Str.,
Kyiv, 01011, Ukraine, email: btv2008@ukr.net, ORCID iD: https://orcid.org/0000-0003-4530-9151

IMBALANCES AND DIVERGENCE IN EMPLOYMENT:
EU AND UKRAINE'S APPROACHES TO OVERCOME IT!

Recent years have shown that trends in globalization, digitization, demographic change, migration,
and others have exacerbated the problem of employment imbalances, which have a serious impact on
global and national labour markets. It is noted that this problem will be exacerbated in the nearest
future by the shock effect of the COVID-19 pandemic announced by WHO in March 2020. It has been
stated that for national governments, this necessitates a focus on addressing the problem of
imbalances in the internal labour markets through public policy instruments. For Ukraine, this is also
important in the context of achieving the objectives of the Association Agreement with the EU, since
imbalances in employment are one of the causes of the socio-economic divergence between them,
which has been observed since 2014. The main types of imbalances in the labour markets of Ukraine
and the European Union are shown. The dynamics of convergence and divergence processes at the
EU-Ukraine level in the employment sector are evaluated, and the potential consequences of these
processes are identified. The EU's current approaches and programmatic tools to tackle imbalances
and divergence in employment are comprehensively described. Based on a critical approach, a
general description of the current state of the labour market of Ukraine and its state policy in the
sphere of labour and protection of social and labour rights of people is given. The most urgent
problems in terms of employment, quantity and quality of jobs, dynamics of labour migration, etc.,
which have resulted from fragmentation and neglect of such policy are identified. A number of
recommendations have been developed on the first steps of Ukraine's public policy aimed at balancing
national and regional labour markets and overcoming divergence with the European Union in the
field of employment. It is stated that the relevant state policy should be implemented in two stages.
Firstly, in the near future, due to the spread of the pandemic coronavirus infection, it is necessary to
adopt and urgently implement the Crisis Measures Program, developed based on the OECD
Recommendations on urgent employment and social policy actions needed to support the population
and business in supporting the population and business with the COVID-19 pandemic. During the
second stage - in the period after the cessation of the pandemic of the coronavirus and the abolition of
the quarantine regime, the first steps should be the adoption of new labour legislation of Ukraine,
comprehensive programs for preserving existing and creating new jobs, strengthening the institutional
role of the State Employment Service, improving the domestic remuneration system and other
activities.

Keywords: employment, labor market, imbalances, divergence, state employment policy, Ukraine,
European Union.

! The article was prepared on the basis of abstracts of authors at the International Scientific and Practical
Conference “The Field of Employment and Income in the Context of Digital Economy: Regulatory
Mechanisms, Challenges and Dominants of Development” held October 23-24, 2019 at Vadym Hetman
Kyiv National University of Economics.
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AACBAJTAHCHU I JUBEPTEHIIA'Y COEPI 3AMHATOCTI:
HNIAXO0HU €C TA YKPAIHM 10 IX IOAOJIAHHA

Tokazano, wo ocmanuimu pokamu mpenou enobanizayii, yugposizayii, democpa@iuHux 3MiH,
Mizpayii mowjo NOCUNIOIOMb AKMYAIbHICMb NpoOIemu oucbarancie y cghepi 3atunamocmi, wo mae
Ceplio3Hull BNIUE HA 2N00ANbHULL | HAYIOHATbHI PUHKU Npayl. 3a3Ha4eHo, o HAUOIUNCUUM YACOM Y5
npobiema Hao038UYANIHO 3A20CMPUMbCA 6HACTIOOK wokogoi 0ii nandemii COVID-19, ozonrowenoi
BOO3 y 6epesni 2020 p. Busnaueno, wo 01151 HAYIOHATLHUX YPAOIE 32a0ane 00YMOBIIOE HeOOXIOHICHb
cokycysamu yeazy Ha upiuwenHi npobiemu po30ANAHCY8AHb GHYMPIWHIX PUHKIE npayi 3a
00NOMO2010 THCMPYMEHMIE deparcasHol noimuku. /i Ykpainu ye 8ax)ciugo makoxc i 6 KOHmeKcni
docsicHenns yineu Yeoou npo acoyiayiio 3 €C, ockinbku oucoanancu y cghepi 3auHAmocmi € 00OHI€0 3
NPUYUH COYIAbHO-EKOHOMIYHOT Ousepeenyii mixc Humu, sika cnocmepicaemscs 3 2014 p. Ilokazano
OCHOBHI 6uOU po30anancysans Ha punkax npayi Ykpainu ma €Eeponeiicvkoeo Coiozy. Oyineno
OUHamiKy npoyecieé KoHeepeeHyii ma ousepeenyii na pisHi Yrpaina — €C y cgepi 3aiinamocmi,
O3HAYEHO NOMEHYIUHI HACTIOKU Yux npoyecie. Komniekcho oxapakmepuzo8amo CyuyacHi nioxoou ma
npoepamui  iHcmpymenmu  €8pocorsy 00 NOO0NAHHA pO30ANaHCY8aHb | OusepeeHyii y cgepi
saunsmocmi. Ha ocnogi kpumuunozo nioxooy Ha0aHo 3a2aibHy Xapakmepucmuxy cmamy HUHIUHb020
PpunKy npayi Ykpainu ma ii 0eporcasroi norimuxu y cghepi npayi ti 3axucmy coyianbHO-mpyoo8ux npae
moodetl. Busieneno navlakmyanvuiwii npooremu wo0oo 3auHAmocni, KilbKoCmi i SKoCmi pooouux micyb,
OUHAMIKU mMpyO08oi Micpayii mowo, sAKi cmaiu HaciioKoM (ppazmenmo8aHocmi ma HedUBANCeHOCHI
maxkoi noaimuxu. Haoano Hu3ky pexomeHoayiil w000 nepuioyepeosux KpoKie 0epilcasHOi NONImuKu
VYxpainu, cnpamosanoi na 30anancy8anHs HAYIOHATTLHO20 MA PE2IOHANbHUX PUHKIE npayi il NOOOIAHHS
Oousepeenyii 3 Eeponeticokum Corwszom y cepi 3avinsmocmi. 3a3Haueno, wo i0N0GIOHA NONIMUKA
Oeparcasu mae peanizyeamuce y 0éa emanu. Ha nepwiomy — y maubnaudxicuuii nepiod, y 363Ky 3
NOUWUPEHHAM NAHOeMIl KOPOHABIPYCHOT IH(eKyil HeoOXIOHUM € YX8aleHHs ma HeiOKIao0He
enposaodoicents I[lpoepamu ammukpuzosux 3axo0dis, pospobaenoi Ha ocHosi Pexomenoayiti OECP
w000 HeGIOKNAOHUX OLtl NOIMUKU 3AUHAMOCIE MA COYIANbHOL NOTIMUKU, HeOOXIOHUX OJIsL NEOMPUMKU
HacenenHs ma Oiznecy y 36’sa3ky 3 nanoemicto COVID-19. Ha opyeomy emani — y nepioo nicis
3YNUHEHHs NAHOeMIi KOPOHAGIPYCY ma GIOMIHU KAPAHMUHHOLO PEHCUMY, NEPUIOUEP2OBUMU KPOKAMU
Mawms cmamu YX6anieHHs HOB020 MPYO0B0O2O 3aKOHOOA8cmea YKpainu, KOMNIEKCHUX Hpozpam
30epedicentsi ICHYIOUUX [ CMEOPEeHHs HOBUX PpOOOYUX MiCYb, NOCUNEHHs [HCMUMYYItiHOI poni
0epIHCasHOi CLyHcoU 3aiHAMOCMI, YOOCKOHANEHHs GIMYUSHAHOI cucmeMu oniamu npayi ma iHwii
3ax00U.

Kniwowuoei cnosa: saiinamicms, puHox npayi, oucoanraucu, ougepeenyis, O0epiHCcaAsHA NONIMUKA
saunsmocmi, Yxpaina, €8pocoios.

Employment imbalances, in particular labour market imbalances, traditionally have been
the focus of national governments and international structures as one of the key determinants
of socio-economic development and a multidimensional problem of government regulation.
Under the influence of current trends of globalization, digitization, demographic changes,
migration, etc., the urgency of this problem has increased in recent years, which has had a
significant impact on the world and national labour markets. According to this year's
estimate of the International Labour Organization (ILO) given even before the
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announcement of COVID-19 pandemic in March 2020%, over 470 million able-bodied people
in the world did not have full access to full-time employment or paid work whatsoever due
to imbalances in the global labour market; more than 630 million workers or 20% of the
world's workforce were suffering from labour poverty (they are working poor); 267 million
young people aged 15-24 (two thirds of whom are young women) were out of employment,
education or professional training; the global unemployment rate has already reached
188 million and will increase by another 2.5 million in 2020 [1, pp. 12-14, 20].

It is obvious that, as a result of the spread of coronavirus infection pandemic, which, for
a considerable time (according to various expert estimates, from two months to half a year),
has paralyzed the economies and labour markets of vast majority of European, North
American, Eastern and Central Asian countries, and therefore, the imbalances in the global
sphere of employment will greatly increase. According to the ILO's forecast, depending on
scenarios different in the magnitude of impact of COVID-19 pandemic on the dynamics of
global GDP, by the end of 2020, the global unemployment may rise from 5.3 million (the
“soft” option) to 24.7 million (the “hard” option) persons; the total loss of labour income for
employees will potentially range from $860 billion to $3.4 trillion; the increase in the
number of working poor can reach between 8.8 and 35.0 million people, although it has been
planned to reduce it by 14.0 million people until recently®. The significant variation in ILO
estimates is explained by the inability to determine exactly when the COVID-19 pandemic
will be stopped (as of late March 2020, it was rapidly spreading over Eurasia) to begin
resuscitating the rigidly quarantined (and hence completely disabled) spheres of production
and employment.

ILO experts also note the growing worldwide imbalance between the skills demanded
by employers and the qualification of applicants, which contributes to an increase in
imbalances such as job polarization and inequality in the distribution of workers' income
[2, p. 23]. The Organization for Economic Co-operation and Development (OECD) also calls
attention to the global tendency of increasing imbalances in the sphere of remuneration and
labour income, calling among its main factors technological changes, globalization and
migration processes, gender inequality, insufficient educational opportunities of people as
well as the existing gaps in the levels of protection of social and labour rights of the
employed, in particular, of those working under temporary and permanent employment
contracts [3, p. 1].

Due to objective reasons (market disequilibrium, shock and cyclical effects, state
regulatory intervention, etc.), imbalances in employment are characteristics of almost all
national economies today. The economic systems of the European Union countries are no

2 The Coronavirus Pandemic (COVID-19) was officially announced by the World Health Organization on
March 11, 2020 (see: WHO announces COVID-19 outbreak a pandemic. World Health Organization
Regional Office for Europe. 12.03.2020. URL: http://www.euro.who.int/en/health-topics/health-
emergencies/coronavirus-covid-19/news/news/2020/3/who-announces-covid-19-outbreak-a-pandemic).

¥ The COVID-19 pandemic could result in the loss of nearly 25 million jobs in the world, the ILO warns.
The International Labour Organization. Eastern Europe and Central Asia. 18.03.2020. URL:
https://www.ilo.org/moscow/news/WCMS_739003/lang--ru/index.htm [in Russian]
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exception [4-6]. However, the problem is that labour market imbalance not only slows down
economic growth and human capital formation, but also slows down the processes of
inter-country and interregional convergence (convergence by key parameters of
socio-economic development), causes divergent processes of the correspondent level (the
divergence of these parameters). Thus, in the IMF report "Prospects for the Development of
the World Economy" for 2019, it is argued that an influential factor in enhancing the
inter-regional divergence of labour markets in developed countries is imbalance between the
professional skills of workers and the requirements of employers due to the processes of
automation of production; and overcoming the negative trends requires conducting reforms
that increase the level of human capital and the flexibility of labour markets [7, pp. 65-79].

European researchers rightly link the existing imbalances in the field of employment of
the EU Member States both to the slowdown of processes of their overall socio-economic
convergence — especially between the countries of integration nucleus and the countries
integrated in 2004-2013 — and to the strengthening of inter-country differences of labour
markets of the European Union [8-10]. In this context, significant imbalances and divergent
processes in the field of employment of the EU should be seen as one of the major
challenges to the European integration project, which should be adequately considered in
public policy by both the European Union itself and the countries seeking membership in the
Union.

This task also seems urgent for Ukraine, which, in an effort to bring its own European
integration perspectives closer, ratified in 2014 the Association Agreement with the
European Union®. According to Art. 424 of the said Agreement, Ukraine undertook to ensure
a gradual approximation to the EU law, standards and practices in the field of employment,
social policy and equal opportunities. As a result, it should promote convergence of the
labour markets of Ukraine and the EU, but the analysis of situation testifies to their structural
divergence (based on the evaluation of structural indicators of labour markets)
[11, p. 41-43], which generates correspondent risks for the attainment of socio-economic
goals of mentioned Agreement as well as for the domestic employment policy and reforms
of the national labour market.

In view of the above, the purpose of this article is to study the imbalances and
processes of convergence (divergence) of labour markets of Ukraine and the EU and to
develop, based on the study results, recommendations for the formation of Ukrainian state
policy aimed at promoting its rapprochement with the European Union, in particular, in the
field of employment and social and labour relations. It is possible to achieve this goal if
several tasks are accomplished: determining the existence of processes of structural
convergence/divergence of labour markets of Ukraine and the EU; finding out the main
imbalances of domestic labour market that cause its structural differences with the labour
market of united Europe; assessing the current approaches of the European Union and
Ukraine to overcoming imbalances and divergence in the field of employment.

* Law of Ukraine “On Ratification of the Association Agreement between Ukraine, of the one part, and the
European Union, the European Atomic Energy Community and their Member States, of the other part” of
16.09.2014, No. 1678-VII. URL.: https://zakon.rada.gov.ua/laws/show/1678-18 [in Ukrainian]
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Assessment of the processes of convergence/divergence of labour markets of Ukraine
and the EU. In their work [11], the authors substantiated the presence of structural
divergence of the labour markets of Ukraine and the EU over 2013-2018 and predicted its
preservation in the coming years. Updating data for 2019 confirmed the accuracy of this
forecast.

Data of the State Statistics and Eurostat on a number of key indicators characterizing the
sectoral, professional-qualification, age, education and gender structures of labour markets of
Ukraine and the EU for 2013 — the 111 quarter of 2019 necessary for the analysis are given in
Table 1. The assessment based on the absolute values of differences of indicators presented
in Table 14 shows that during this period, structural convergence took place only by three
parameters, namely unemployment rates: the population of working age, young people aged
15-24, women of working age. Given the traditionally high average unemployment rates in
united Europe, such convergence has a negative potential for Ukraine. The same holds for
the rapprochement with the EU in terms of the share of the employed in the industry, which
is caused by the processes of de-industrialization of the Ukrainian economy accelerated in
recent years and its restructuring toward low value-added industries, first of all, agriculture.

All other indicators in the Table 1 demonstrate the existence of structural divergence
processes (differences in parameters of the labour markets of Ukraine and the EU-28), a
characteristic feature of which is the trends divergence in the dynamics of their respective
indicators.

Thus, over 2013 — the IIT quarter of 2019, structural population employment indicators,
with the exception of share of those employed in the agriculture, forestry and fisheries,
which have more than tripled rapidly®, declined in Ukraine, while in the EU-28 they have
increased (Table 1). Obviously, by this criterion, the domestic and pan-European labour
markets are drifting in opposite directions, i.e., diverging.

It should be noted that the processes of structural divergence by conventionally
“positive” parameters (the employment and remuneration levels) and of convergence by
conventionally “negative” parameters (the unemployment levels) of the labour markets of
Ukraine and the EU-28 have significant disintegration potential and, as noted, should
become one of the paramount objects of domestic state regulation.

Characteristic imbalances of the domestic labour market, which determine its
divergence with the EU labour market. In our view, one of the determining factors of
described structural divergence is the imbalance of labour markets in both Ukraine and the
European Union. Problematic issues related to employment imbalances have been
comprehensively studied in the works of domestic [12—14] and foreign scholars [4-6; 9].

> The authors note that, in the macroeconomic sense, such augmentation of employment in the agrarian
sphere is relative, since, according to the methodology of the State Statistics Service of Ukraine, persons
employed include persons who worked free of charge on their personal plot of lands and at farming
enterprises for the purpose of selling products produced by them. Under these conditions, such persons are
represented by members of the families of owners of personal peasant households and farms. Thus,
according to the results of 2018, of the total number of 2 million 937.6 thousand people employed in the
agriculture, forestry and fisheries, only 540.5 thousand persons had the status of employed ones.
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Table 1
Selected Structural Characteristics of the Labour Markets of Ukraine and the EU-28
based on the Results of 2013 and the Il1rd quarter of 2019

Difference in
Ukraine EU-28 mdu_:ators between Convergence/
. Ukraine and the EU, | 7.
No. Indicator, % . divergence of
pp (in abs. val.) indi
o mQ indicators
2013 2019 2013 2019 2013 |11 Q2019
1 | Employment rate of the 673 | 690 | 67,1 | 771 | 02 81 | Divergence

population aged 15-59 years
Employment rate of the

2 population aged 15-24 years 325 | 307 | 322 | 428 0.3 12,1 | Divergence
Employment rate of women .

3 | aged 15-59 years 637 | 640 | 621 | 719 | 16 7,9 | Divergence

4 Proportion of population 241 |149%*| 154 |154*| 87 0,5** | Convergence

employed in industry*
Proportion of population
5 |engaged in agriculture, 57 | 17,8**| 47 4,0%* 1,0 13,8** | Divergence
forestry and fisheries*

The share of specialists in the
total number of employees*
Employment rate of the

7 | population with complete 73,3 | 715** | 76,3 |782**| 3,0 6,6** Divergence
higher education*
Employment rate of the
8 | population who has primary 120 | 44** | 36,5 |385**| 24,5 | 34,1** | Divergence
education or no education*
Unemployment rate of the

11,3 | 11,1**| 158 | 16,1**| 45 5,0%* Divergence

9 population aged 15-59 years 7,7 7,6 11,2 6,4 3,5 1,2 Convergence
Unemployment rate of the

10 population aged 1524 years 17,4 | 154 | 23,7 | 145 6,3 0,9 | Convergence

11 SIRETA e e 0 6,9 7,5 11,2 6,6 4,3 0,9 Convergence

women aged 15-59 years

Unemployment rate of the

12 | population with complete 6,6 7,8*%* 6,4 4,1%* 0,2 3,7** Divergence

higher education*

Share of specialists in the

total number of unemployed*

14 | Pay gap for men and 228 |223*| 168 |157**| 60 | 6,6** | Divergence
women

* The data for Ukraine covers the population aged 15-70 years, for the EU-28 — aged 15-74 years.

** Data for 2018.

*** The data for Ukraine covers the entire economy, and for the EU-28 — only the industry, construction

and services (except the government, military defence, compulsory social security).

Note: the statistics for Ukraine for 2018-2019 do not include data on the temporarily occupied territories of

the Autonomous Republic of Crimea and individual regions of Donetsk and Luhansk Oblasts.

Source: Economic activity of the population of Ukraine. Statistics for 2013-2019. State Statistics Service

of Ukraine, 2020. URL: http://www.ukrstat.gov.ua/ [in Ukrainian]; Eurostat Database. Eurostat, 2020.

URL.: https://ec.europa.eu/eurostat/data/database

13 96 |[115**| 6,5 5,9** 3,1 5.6%* Divergence
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Considering the results of these studies, internal imbalances of the following types can
currently be distinguished in the labour markets of Ukraine and the European Union:

— of labour supply and demand;

— of gender, educational and regional parameters of employment, unemployment and
remuneration;

— of professional-qualification structure of employment;

— of polarization of jobs by the level of remuneration;

— of correspondence of the acquired educational-professional level, professional skills of
employees to the jobs they have as well as to the needs of labour market;

— imbalances due to unreasonable spread of atypical forms of employment;

— of ensuring social protection for the officially and informally employed,;

— of institutional development of the sphere of social and labour relations, etc.

The current labour markets of Ukraine and the European Union have conceptually
similar imbalance points as well as the underlying causes that call them forth — demographic,
macrostructural, institutional ones (the said shock impact of the COVID-19 pandemic will
surely be a key global cause of an increase in employment imbalances at least through
2020-2021, but by its very nature it is purely force majeure). At the same time, the states
differ significantly in the depth of imbalances (Table 2) and the approaches of public policy
to overcome them.

An analytical assessment of the situation at the beginning of 2020 gave reason to
conclude that in the coming years, imbalances in the employment sector of Ukraine will
grow, while those in the EU will be reduced, and to a large extent at the expense of the
Ukrainian factor. This development is conditioned by three key factors: 1) labour migration;
2) demographic changes; 3) quality (degree of development) of labour market institutions.
Here are some descriptions and considerations concerning the manifestation of influence of
these factors.

1. The imbalances of labour supply and demand in the Ukrainian and common European
labour markets are closely linked, which determines to a large extent the phenomenon of
large-scale labour migration from Ukraine. According to various expert estimates, today,
from 4 to 10 million Ukrainians work abroad (which makes 24-59% of the economically
active population of working age recorded by the State Statistics Service of Ukraine). The
vast majority of them are in Europe and mainly in labour-intensive industries. It is
reasonable to assume that it is precisely such a hypertrophied scale of the Ukrainian labour
migration that led the IMF leadership in July 2019 to say that Ukraine needs a new business
model which “should be about supplying goods, not people to Europe", and the
implementation of which is impossible without overcoming the corruption and inadequacy of
institutions®.

® Ukraine needs a new business model if it wants to catch up with the world — the IMF. 02.07.2019. URL:
https://www.ukrinform.ua/rubric-economy/2732314-ukraini-potribna-nova-biznesmodel-akso-vona-hoce-
nazdognati-svit-mvf.html [in Ukrainian]
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Table 2
Selected Indicators of Imbalances in the Labour Markets in Ukraine
and the EU-28 based on the Results of 2018
Ukraine | The EU-28
Imbalances in labour supply and demand at the macro level

Labour supply (unemployed + potential workforce Average annual change in labour supply
aged 15-70 years) = 1 million 720.3 thousand people. | (unemployed + potential workforce aged 15-74)
Labour demand (number of vacancies) = 58.4 in 2014-2018 = -6.7%.
thousand units Average annual change in labour demand
(vacancy rate) in 2014-2018 = +1.8%
Gender and age imbalances in employment
Employment rate of the population aged 15-70: men | Employment rate of the population aged 15-74:
=62.1%; women = 52.5%. men = 79.2%; women = 68.3%.
Employment rate of the population: aged 15-24 = Employment rate of the population: aged 15-24 =
27.6%; 40-49 = 79.4% 35.4%; 40-59 = 79.3%
Gender and age imbalances of unemployment
Unemployment rate of the population aged 15-70: Unemployment rate of the population aged 15—
men = 10.0%; women = 7.4%. 74: men = 6.6%; women = 7.1%.
Unemployment rate of the population: aged 15-24 = | Unemployment rate of the population: aged 15—
17.9%; 40-49 =7.7% 24 = 15.2%; 40-59 = 5.1%

Regional (for the EU — inter-country) imbalances of employment and unemployment
Employment rate of the population: Kyiv = 62.6%; Employment rate of the population: Sweden =
Volyn Oblast = 49.5%. 68.5%; Greece = 47.95%.

Unemployment rate of the population: Luhansk Unemployment rate of the population: Greece =
Oblast = 15.1%; Kyiv = 6,1% 19.3%; Czech Republic = 2.2%

Gender and regional (for the EU — inter-country) remuneration imbalances
Average monthly wages (gross) of full-time Minimum wage: Luxembourg = 1998.6 EUROs;
employees: in Kyiv = 13 542 UAH; in Chernivtsi Bulgaria = 260.8 euros.
Oblast = 6991 UAH. Gender gap in wages of men and women = 15.7%
Average monthly wages (gross) of full-time
employees: men = 10 083 UAH; women = 7830
UAH.
Gender gap in wages of men and women = 22.3%

Source: Economic activity of the population of Ukraine. Statistics for 2013-2019. State Statistics Service
of Ukraine, 2020. URL: http://www.ukrstat.gov.ua/ [in Ukrainian]; Eurostat Database. Eurostat, 2020.
URL.: https://ec.europa.eu/eurostat/data/database

Already now, a number of the European Union countries are experiencing a significant
labour shortage that they plan to close, in particular, through the involvement of migrant
workers from Ukraine. Thus, according to expert estimates’, in Germany, the number of
labour force in 2025 will decrease compared to 2010 by 6.5 million people. In this case, the
total deficit of specialists in the German economy will reach 2.0 million people in 2020 and
5.2 million in 2030 [15, pp. 7-8].

" These forecasts were given before the emergence of coronavirus pandemic, whose quantitative impact on
labor markets will only be quantifiable upon its termination.
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In order to balance the internal labour market at the end of 2018, the German Federal
Government adopted a law simplifying access to the internal labour market from 2020 for
migrant workers from outside the EU who have a certain professional qualification and are
fluent in German. These measures have provoked a response from other EU countries, which
also need to address labour shortages. In particular, the National Bank of Poland called for
increased competition for Ukrainian workers (whose annual contribution to the GDP growth
is estimated at 0.3-0.9%) with the Czech Republic, Hungary and Slovakia, where they are
offered higher wages and simplified employment®.

Due to force majeure — the spread of COVID-19 pandemic — as of mid-March this year,
in almost all EU countries, in strict quarantine mode, production and service establishments
were stopped, trade was stopped and borders were closed, which caused tens (by some
estimates, up to four hundred) thousands of migrant workers who have temporarily or
permanently lost their jobs in Europe to return to Ukraine. On the one hand, given the total
number (several millions) of Ukrainian workers, this figure does not seem significant and
varies depending on the country of their employment. Thus, Polish experts estimate that only
about 4% of Ukrainians working in Poland have left the country since the border closure
announcement’® (the NSDC decision of March 17, 2020 closed the border crossing points for
passenger traffic for two weeks'). On the other hand, the number of Ukrainians working in
Europe may be significantly reduced after the cessation of coronavirus pandemic as a result
of the crisis economic and labour market crashes in the EU caused by it. This will further
unbalance the domestic labour market, which will also suffer from the crisis and will
objectively not be able to offer jobs to those migrants who will return home after losing their
jobs abroad.

In the macroeconomic context, it should be emphasized that the hypertrophied scale of
labour migration from Ukraine causes not only a significant loss of its potential GDP, but
also the degradation of internal labour market and a gradual reorientation of the national
higher and vocational-technical education system to the needs of European countries
— recipients of Ukrainian labour resources, which is strategically unacceptable to our state.

2. The negative demographic trends of low birth rates and population aging are common
to both Ukraine and the vast majority of EU Member States. However, these countries differ
significantly in the level of effectiveness of national demographic and social policies, which,
in particular, affects the population dynamics. Thus, in the last five years alone, the total
population of the EU-28 has increased by 1.1% — from 508.5 million people in early 2015 to

& A quarter of Ukrainian labor migrants in Poland can move to Germany in 2020 — the National Bank of
Poland. 11.06.2019. URL: https://hromadske.ua/ru/posts/chetvert-ukrainskih-trudovyh-migrantov-v-polshe-
mogut-pereehat-v-germaniyu-v-2020-godu-nacbank-polshi [in Russian]

° Nearly 4% of Ukrainian workers were flattered Poland. Economichna pravda. 17.03.2020. URL:
https://www.epravda.com.ua/news/2020/03/17/658211/ [in Ukrainian]

1% Decision of the Council of National Security and Defense of Ukraine of March 13, 2020 "On urgent
measures to ensure national security in the outbreak of acute respiratory illness COVID-19 caused by the
coronavirus SARS-CoV-2", entered into force by Decree of the President of Ukraine of 13.03.2020
No. 87/2020. URL.: https://lwww.rnbo.gov.ua/ua/Diialnist/4582.html [in Ukrainian]
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514.3 million in early 2020, while in Ukraine, it has decreased by 2.3% — from 42.9 to 41.9
million respectively®®. For Ukraine, the aforementioned steady decline in population, all
other things being equal, means an inevitable aggravation of the problem of reproduction of
labour resources, the rates of which directly correlate with the rates of economic growth
[16, p. 39-40].

At the same time, the slowdown of dynamics of Ukraine's GDP can lead to the
deepening of imbalances in the domestic labour market and thus contributes to its divergence
with the labour market of united Europe. Therefore, there is an urgent need for the Ukrainian
Government to take appropriate precautionary measures, as the probability of realization of
aforementioned negative scenario is high: according to IMF representatives, in 2018-2030,
Ukraine expects an annual reduction of the working population by 1.2% (auth. — for the
whole forecast period, Ukraine will lose 15.6% or almost a sixth share of its labour
resources) and without significant growth in labour productivity, it will be almost impossible
to ensure an economy growth rate above 2.5% per annum, whereas to achieve the present
level of Poland, Ukraine's GDP should grow over 20 years by at least 6% annually**,

3. Labour market institutions are critically important in overcoming imbalances in
employment — this is proved by both the world [17] and, in particular, the European
experience [4; 8]. Today, the national state policy requires reflection and appropriate
adaptation of such experience, as, in recent years, significant conceptual and practical
differences between the institutional approaches to the development of sphere of labour and
social and labour relations applied by Ukraine and the European Union have been observed.

Current approaches of the European Union and Ukraine to solving problems of
imbalances and divergence in employment. Unlike Ukraine, the current EU policy agenda is
built in the paradigm of the Fourth Industrial Revolution (national programs "Industry 4.0",
"Employment 4.0", etc.), digitalization, knowledge society and social inclusion. At the same
time, the latest EU policy is clearly focused on the “people-centred” approaches developed
by the Global Commission on the Future of Labour, which envisage increasing investment in
the development of human and work institution capacity, in adequate and stable employment
[17, p. 11-15]. During the term of the European Commission under the direction of
J.-K. Juncker alone (2014-2019), within the framework of the 2017 European Pillar of Social
Rights, the European Labour Authority was established, the development of procedure,
common for all EU countries, for monitoring and regulating social and labour imbalances
was launched, a single European Unemployment Benefit Scheme started to be developed,
and the policy of supporting social investment and innovation was enhanced [4, pp. 22-23].

On the basis of continuity of European policy to stimulate the development of
employment and strengthen the social protection of workers, the relevant priorities are

1 Population on 1 January by age and sex. Eurostat, 2020. URL: https://appsso.eurostat.ec.europa.eu/
nui/show.do?dataset=demo_pjan&lang=en

© Population and average population for periods of the year. Kyiv: State Statistics Service of Ukraine,
2020. URL.: http://www.ukrstat.gov.ua/ [in Ukrainian]

13 Ukraine needs to grow 20 years at 6% per year to reach the current level of Poland — IMF representative.
19.02.2020. URL.: https://interfax.com.ua/news/economic/642235.html [in Russian]
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enshrined in political directives'® of the current European Commission (2019-2024) headed
by U. von der Leyen. In January 2020, following the implementation of these directives, the
European Commission published a general program of action, "A Strong Social Europe for
Just Transitions" [18], in which five chapters out of six focus on the functioning and balance
of labour markets. The plan also identifies relevant tasks for the coming years, the
implementation of which will potentially contribute to overcoming the EU employment
imbalances, considering the structural, foreign trade, gender, educational, demographic and

other aspects (Table 3).

Table 3

Contemporary Approaches of the European Commission (2019-2024)
in Regulating the Sphere of Employment and Social and Labour Relations Outlined
in the Action Program "'A Strong Social Europe for Just Transitions"

Program background / typical problems

| Tasks and deadlines

[ Potential results

European Commission Action Program Chapter: 1. “Reinforcing Social Europe”

The European Green Deal introduced by the European
Commission at the end of 2019 is the EU's new growth
strategy for the next decade, which sets out to create new
businesses, jobs and attract investment with the aim of
transforming Europe into the first climatically neutral
continent by 2050.

Digital economy shapes a "new world of work" that carries
the risks of job cuts, new skills requirements and new
opportunities for employment expansion and flexibility.
The European Pillar of Social Rights is at the heart of the
EU's social strategy, which should ensure that the
transformations related to climate neutrality, digitalization
and demographic changes are socially fair and justified

The development and
wide-ranging discussion of
the Action Plan on the
Implementation of the
European Pillar of Social
Rights, containing EC
initiatives for
implementation at the
pan-European, national,
regional and local levels
(early 2021)

Reducing
various types
of imbalances
in
employment
and social
support for
workers and
the
unemployed

European Commission Action Program Chapter: 2. “Equal Opportunities and Jobs for All”

The EU economy has continued to grow for the seventh
consecutive year. The economy is expected to continue to
expand in 2020-2021, although the growth prospects have
diminished. The labour markets remain strong, and the
unemployment continues to decline, albeit at a slower pace.
In the age of digitalization, united Europe needs a strong
industrial base to ensure the functioning of a social market
economy, in which the number and quality of jobs will
continue to grow in the coming years

Developing the EU
Industrial Strategy.
Developing the
Sustainable Europe
Investment Plan (an
investment plan for the
implementation of the
European Green Deal).
Establishing the Socially
Just Transition Fund (1st
quarter of 2020)

Reducing
imbalances:
between
labour supply
and demand;
by the
qualification
levels of
employees;
in the
professional-
sectoral
structure of
employment

 \on der Leyen U. Union that strives for more. My agenda for Europe: Political Guidelines for the next
https://ec.europa.eu/commission/sites/beta-

European Commission 2019-2024. P. 7-11.
political/files/political-guidelines-next-commission_en.pdf

URL.:
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Table 3 (continued)

Program background / typical problems

Tasks and deadlines

Potential results

Under the influence of digitalization, half of the existing
workforce will need to upgrade their skills over the next five
years. However, too many workers in the EU, including
young people, lack basic and digital skills.

The employment level gap for low- and highly-skilled
workers in the EU is 28 pp.

Only 1 in 25 low-skilled workers in the EU is involved in
lifelong learning systems.

Investment in the digital transformation of Europe's
economy is hampered by lack of appropriate skills in the
workforce and a shortage of workers in certain professions.
Today, there are 1 million jobs available in the EU for ICT
professionals

Updating the Agenda for
Europe on skills, including
recommendations for the
EU vocational education
and training system (1st
quarter 2020)

Reducing
imbalances: by
the
qualification
levels of
employees; by
age-based
employment
and
unemployment;
in the
professional
and
educational
structure of
employment

Too many young people in the EU have low wages,
temporary and non-standard employment, which is why they
cannot develop their talents and plan for their future.

The level of youth unemployment varies between EU
regions from 4% to 62%. Thanks to the EU Youth Guarantee
Program approved in 2013, 3.5 million young Europeans are
covered every year by education, training or employment

Presenting the enlarged EU
Youth Guarantee Program
(2nd quarter 2020)

Reducing age-
related
imbalances in
employment
and
unemployment

SMEs account for 85% of new jobs created in the EU over | Developing the EU SME Reducing
the last five years. Encouraging innovation, securing funding| Support Strategy (1st imbalances:
and removing bureaucratic obstacles for small and medium- | quarter 2020) between labour
sized businesses is crucial to boosting employment in supply and
Europe demand; in the
sectoral
structure of
employment
The gender pay gap in the EU is 16%, in the amount of Developing the European | Reducing
pensions — 35% Strategy for Gender gender
Equality (1st quarter 2020) |imbalances
More than 13.6 million Europeans work in various socially- | Developing the Social Reducing
oriented sectors of the economy, such as education, Economy Action Plan imbalances in
healthcare, social services, etc. The European economy (2021) the
needs to stimulate social investment and innovation as well professional-
as to increase the capacity of social enterprises to create jobs sectoral
structure of
employment
The implementation of the European Disability Strategy for | Prolonging and Reducing
2010-2020 requires an appropriate assessment of the results, | strengthening the European | imbalances
which will provide a basis for the continuation of the Disability Strategy (2021) | between labour
Strategy. supply and
Only 50% of Europeans with disabilities who can and want demand

to work have jobs

94
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Table 3 (continued)

Program background / typical problems

| Tasks and deadlines

| Potential results

European Commission Action Program Chapter: 3. “Fair Working Conditions”

Workers in Europe should have fair minimum wages that

Carrying out the first stage

Reducing job

ensure decent living. This does not mean setting the same of consultations with the polarization
minimum wage for every worker in the EU. The minimum | social partners on the and job

wage should be set in accordance with the state of the legislative setting of the poverty
national economy and through collective agreements. minimum wage (1st quarter

Every 10th worker in the EU is at risk of poverty of 2020)

A steady growth of platform economy in the EU requires Holding a Platform Reducing
improved working conditions for its employees as well as | Employment Summit for imbalances in
legislative regulation of their employment status, working | social dialogue participants |the

conditions, access to social protection and collective
representation and negotiations.

(3rd quarter 2020)

Developing a new Digital

professional-
sectoral and

The development of the EU's Digital Single Market requires | Services Act (4th quarter educational
the legislation to be improved in terms of the existing rules | 2020) structure of
for the control and security of digital platforms, digital employment
services and products
Over 17.5 million European citizens live or work in other Supporting the activities of | Reducing
EU Member States. the European Employment | imbalances
This complicates the issues of labour migration and labour | Agency (2020-2021) related to
protection, official travel payment, pension support as well labour
as influences the phenomena of social dumping, informal migration,
employment and fraud in the field of employment abroad non-standard
and informal
employment
European Commission Action Program Chapter: 4. “Social Protection and Inclusion”
In order to support social cohesion in European society, it is | Presenting a single Reducing
necessary to strengthen the support of people who lose their | European scheme of imbalances in
jobs due to socio-economic and digital changes, who need to| secondary insurance the field of
be retrained and reintegrated into the labour market. (reinsurance)™ in case of | social support
Only 1 in 3 Europeans in short-term unemployment gets unemployment (4th quarter | for workers
unemployment benefits of 2020) and the
unemployed
Demographic problems (in particular, population aging and | Providing a Report on the | Reducing
migration) have a negative impact on the sustainability of Impact of Demographic age-related
EU labour markets, pension and social protection systems. | Changes on the EU imbalances in
Today, in the EU, the ratio of pensioners to workers is 1:3. | Development (1st quarter | employment
Without public policy adjustments, this ratio will be reduced | 2020) and

to 1:2 in 2050, which will put significant additional pressure
on the EU's social and pension systems

Presenting the Green Paper
on the EU Population Aging
(4th quarter 2020)

unemployment

5 Reinsurance is a form of insurance that involves the redistribution of financial risks between several

insurance companies.
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Table 3 (continued)

Program background / typical problems | Tasks and deadlines | Potential results
European Commission Action Program Chapter: 5. “Promoting European Values in the World”
Europe, in the interest of sustainable development, should | Appointing, at EU level, Reducing
take a firm stance on the implementation of existing and the | Chief Trade Enforcement | imbalances by
conclusion of new treaties or trade agreements in order to Officer (during the period) |the
promote and protect internationally agreed standards of professional
social and labour rights, with zero tolerance for child labour (sectoral)
employment
structure
Within the framework of deepening European integration Strengthening the dialogue | Reducing
processes, there is a need for support on the part of the EU | with the Western Balkan imbalances
of the implementation by the candidate countries of the countries on the caused by
European Pillar of Social Rights implementation of the European
European Pillar of Social integration
Rights (during the period) | processes

Source: A strong social Europe for just transitions. COM (2020) 14 final. Brussels, European Commission,
14.01.2020. P.1-11,15. URL: https://www.eapn.eu/wp-content/uploads/2020/01/EAPN-Strong_Social_
Europe_Communication_and_Annex-4034.pdf

According to Table 3, current EU approaches to stimulating employment development
and balancing European labour markets are quite systemic and correlated with both the
global Sustainable Development Goals and the challenges initiated by the processes of
digitalization, migration, demographic changes, European integration and the like.

The drawbacks of these approaches implemented by the European Union include the
weakening of public policy emphasis on the unshadowing of employment and remuneration.
This problem is urgent and quite widespread for the European Union — according to the
Eurobarometer (the European Commission Sociological Service), according to a survey of
EU-28 citizens in September 2019, every tenth European in the last year purchased
undeclared goods or services, most often home improvement or repair services (30%),
hairdressing and cosmetic manipulations (27%), various types of repair work (19%). A third
of the Europeans surveyed say they know persons who work and do not declare income at
tax authorities (the proportion of such respondents varies from 59% in Greece, 55% in
Denmark and the Netherlands to 13% in the UK). Every tenth respondent from the EU-28
admitted to receiving undeclared cash payments from their employer in small amounts [19,
pp. 7-10]. According to recent data on the spread of informal employment in the EU, this
problem is far from being resolved and should be in the area of increased attention of
European politicians.

Advantages of the new EU management approaches that help to balance the labour
markets lie in their clear social orientation; besides the employment problems themselves,
the problems of population incomes and the fairness of their distribution, of overcoming
poverty including working one, of securing a decent life for the people are addressed. An
example is conducting broad consultations, within the framework of social dialogue, on the
legislative establishment of a fair minimum wage in the EU Member States (Table 3). In the
first phase, the European Commission published a consultation paper proposing a legislative
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setting by 2024 an adequate and socially just minimum wage (conducive to social cohesion,
preventing working poverty and ensuring a decent standard of living) of 60% of the national
average (median) full-time wage (gross)*®.

European experts, while acknowledging the social importance of this proposal by the
European Commission, at the same time make substantial comments on it. First, a number of
European countries (Poland, Slovakia, Croatia, the United Kingdom) have been raising, on
the back of economic recovery, the minimum wage in recent years and have already reached
or even crossed 60% of the national average wage. Secondly, determining the minimum
wage using human need-based approaches (estimating the minimum amount of money
needed to provide workers and their families with a decent standard of living and social
participation) is closely linked to the concept of “subsistence level.” However, today, the
national standard of subsistence level is applied, on a voluntary basis and in addition to the
statutory minimum wage at that, only in Ireland and the United Kingdom [20]. Third, in EU
countries with a high proportion of low-income workers, a minimum wage of 60% of the
national average one may not be sufficient to ensure a decent standard of living. Fourth, the
European Commission's proposal does not consider the positions of national labour unions,
which initiate (negotiate collectively) raising the minimum wage to a level exceeding 60% of
the national average wage. For example, the respective initiatives have been put forward by
the labour unions of Belgium and the Netherlands, which demand a minimum wage increase
of 45% and 38% respectively in their respective countries. In other countries, such as the
Czech Republic, France, Germany, the United Kingdom, Ireland, Luxembourg, Portugal,
Slovakia and Spain, labour union demands for a minimum wage increase are also high and
range from 10% to 30% [21, p. 5].

Particularly noteworthy are the European Union policy approaches that have been
applied since March of this year to prevent the devastating socio-economic impact of spread
of coronavirus pandemic, among which four can be singled out.

The first one: on March 13, 2020, the European Commission promptly approved the
Coronavirus Response Investment Initiative'’, which plans to dole out nearly €37 billion for
fighting the COVID-19 outbreak. The primary focus of this Initiative will be on supporting
the health systems, labour markets, small and medium-sized businesses as well as other
vulnerable sectors of the European economy.

The second one: the European Union has temporarily abolished all budgetary austerity
measures as well as effective strict rules of providing state aid for European companies, so
that the national governments of EU countries can "inject into the economy" the necessary

' First phase consultation of Social Partners under Article 154 TFEU on a possible action addressing the
challenges related to fair minimum wages. C (2020) 83 final. Brussels, European Commission, 14.01.2020.
14 p. URL: https://ec.europa.eu/social/main.jsp?catld=522&langld=en&moreDocuments=yes

7 Proposal for a Regulation of the European Parliament and of the Council amending Regulation (EU)
No 1303/2013, Regulation (EU) No 1301/2013 and Regulation (EU) No 508/2014 as regards specific
measures to mobilize investments in the health care systems of the Member States and in other sectors of
their economies in response to the COVID-19 outbreak [Coronavirus Response Investment Initiative].
COM (2020) 113 final. European Commission, 13.03.2020. URL: https://ec.europa.eu/info/sites/info/
files/regulation-coronavirus-response-investment-initiative-march-2020_en.pdf
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amount of money. European Commission chief U. von der Leyen said, in particular, that
under the Investment Initiative, €11 billion would be unfrozen as an aid package for lItaly,
which would be able to decide for itself where to direct this money — for example, to support
the labour market'.

The third one: on March 19, 2020, the European Commission adopted for the EU
Member States a Temporary Framework for State aid measures to support the economy in
the current COVID-19 outbreak™, which provides for five types of assistance:

1) direct grants, selective tax breaks and advance payments: in this form, EU countries
will be able to provide companies with up to €800,000 in liquidity support (in total, €8
billion is intended to be allocated for 100,000 European small and medium-sized
enterprises);

2) state guarantees when extending bank loans to companies;

3) subsidized government loans to companies: the Member States will be able to extend
loans to companies at favourable interest rates to cover their pressing needs for working
capital and investment;

4) state guarantees for banks lending to enterprises of the real sector of economy, first
of all, small and medium ones;

5) short-term state export loan insurance.

State aid measures will be financed mainly from the national budgets of the European
Union countries.

The fourth one: the European Union suspended the Stability and Growth Pact for the
first time in its history in order to provide mechanisms for implementing the above-
mentioned Temporary Framework for State aid measures, abolishing the principle of
budgetary discipline according to which, for both the eurozone and the EU countries in
general, the state budget deficit is set at 3% of GDP, and the national debt limit — at 60% of
GDP. Suspension of the Pact should allow the national governments of participating States,
without limitation and penalties, to attract loans to assist the business in dealing with the
coronary pandemic, raising in this case the budget deficit more than is required by the
document®.

At the same time, the European Commission has approved anti-crisis employment
initiatives” aimed at protecting the workers from unemployment and loss of working
income, including through active introduction of short-term work schemes as well as training

'® COVID-19: EU abolishes fiscal austerity measures. Euronews. 20.03.2020. https:/ru.euronews.com/
2020/03/20/ec-economic-support-to-italy-covid19?fbclid=IwA
R3kiO_3EYocONH5hnVa5gd-d9vWjcC17WUVMD2n50KLtZPg961ZNFGW9IXA [in Russian]

19 State aid: Commission adopts Temporary Framework to enable Member States to further support the
economy in the COVID-19 outbreak. European Commission, 19 March 2020. URL.: https://ec.europa.eu/
commission/presscorner/detail/en/ip_20_496

% The EU for the first time in history has suspended the core document of the eurozone. Vzglyad.
23.03.2020. URL.: https://vz.ru/news/2020/3/23/1030412.html [in Russian]

! COVID-19: Commission sets out European coordinated response to counter the economic impact of the
Coronavirus. European Commission, 13 March 2020. URL: https://ec.europa.eu/commission/
presscorner/detail/en/ip_20_459
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and retraining programs — tools, the effectiveness of which have already been proven by
previous experience of the EU. According to Vice-President of the European Commission
V. Dombrovskis, against the backdrop of threat of economic crisis, the European Union aims
to guarantee to ensure the support of vulnerable sections of population, to prevent the risks
of unemployment and to guarantee incomes in case of loss of work by European citizens?.

In addition, the European Commission will accelerate the preparation of a legislative
proposal to introduce a single European secondary insurance scheme (reinsurance) in the
case of unemployment, aimed at supporting the policy of the EU Member States to preserve
the jobs and professional skills of workers. At the same time, it is planned to raise funds
from the European Social Fund and the European Globalization Adjustment Fund
(€179 million) for the social protection of dismissed workers.

Due to the spread of coronavirus pandemic, the national employment agencies of the EU
Member States have adjusted the format of their activities so that, even in the harsh conditions
of quarantine regime, they do not stop providing services to their clients (Table 4).

Table 4
Measures Taken by the Public Employment Services (Agencies, Bureaus, Centres)
in Individual EU Countries as a Result of the Coronavirus Pandemic, March 2020
EU countries Measures
Germany COVID-19 danger reminder to the clients. Minimizing and suspending customer
service at employment agencies offices and job centres face-to-face. Refocusing the
clients to registering the unemployed and the communication of the latter with
employment agencies through e-accounts, e-mail and telephone lines.
Concentration of work of employment service bodies on the processing of applications
and the approval of cash payments for persons with unemployment status.
Cancellation of penalties for the unemployed for failing to meet with experts from
employment agencies and job centres.
Providing the unemployed and employers with information on short-term employment
job opportunities. Introducing paying compensation through federal employment
agencies to employers for paying wages to the workers with partial unemployment (up
to 12 months) in connection with the pandemic
Austria, COVID-19 danger reminder to the clients. Minimizing customer service at
France employment agencies offices and job centres face-to-face. Refocusing the clients to
the communication with employment agencies through e-accounts, e-mail and
telephone lines.
Suspension of professional training courses for the clients.
Cessation by the employment services of monitoring the search for jobs by registered
unemployed persons for the entire period of quarantine and non-application of
penalties to them.
Implementation of the mechanism of part-time employment (part-time unemployment)
of workers, within the framework of which the employment services will pay
employers compensation to pay to part-time employed (unemployed) workers:

22 EU must minimize risk of unemployment due to coronavirus among population — EC. 19.03.2020. URL:
https://nangs.org/news/society/evrosoyuz-dolzhen-minimizirovaty-risk-bezrabotitsy-iz-za-koronavirusa-
sredi-naseleniya-ek [in Russian]
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EU countries

Measures

— in France: 70% of their hourly gross wages, which equals about 84% of hourly net
wages);

— in Austria: depending on the amount of the gross wage that an employee received
before the introduction of mechanism of his/her part-time employment
(unemployment):

up to 1,700 EUROs — the employee receives 90% of the previous net wage;

up to 2,685 EUROs — the employee receives 85% of the previous net wage;

up to 5,370 EUROs — the employee receives 80% of the previous net wage;

occupation training students receive 100% of the previous maintenance allowances (on
job training payments)

The Czech
Republic

COVID-19 danger reminder to the clients. Minimizing customer service at
employment agencies offices and job centres face-to-face. Refocusing the clients to
the communication with employment agencies through e-accounts, e-mail and
telephone lines.

The Czech government approved, on 19.03.2020, the Anti-Virus Employment
Protection Program that was developed by the National Labour Office and provides
for financial compensation to the employers so that they do not resort to layoffs — for
the period of duration of COVID-19 pandemic and overcoming its consequences.
Under the Program, temporarily (partially) non-employed workers, depending on their
type and mode of employment, will be able to receive between 60% and 100% of their
wages at the expense of compensation received by the employers from the Labour
Office.

Depending on the type and specificity of business, the employer will be compensated
from 50% to 100% of the amount it will spend to pay to temporary (partially) non-
working employees. That is, in some cases, the employer will be required to pay to
such workers 100% of their wages, but the Labour Office will only compensate
him/her, for example, 80% of their wages.

Authorization of self-employed persons for 6 months not to pay social security
contributions while maintaining their length of service

Estonia,
Bulgaria

COVID-19 danger reminder to the clients. Minimizing customer service at
employment agencies offices and job centres face-to-face. Refocusing the clients to
the communication with employment agencies through e-accounts, e-mail and
telephone lines.

Suspension of professional training courses for the clients.

In Estonia, part of the training courses are transferred to e-learning, distance learning
or unsupervised learning without additional financial costs for the clients.

In Bulgaria, the financing of educational vouchers for the unemployed has been
discontinued during the quarantine period (in order to prevent abuse that could occur
when providing educational services to the unemployed remotely)

Finland

COVID-19 danger reminder to the clients. Minimizing customer service at
employment agencies offices and job centres face-to-face.

Refocusing the clients to the communication with employment agencies through
e-accounts, e-mail and telephone lines.

The main tool is to provide the clients with online telephone services, to enhance the
function of "requesting a call from employment service professionals"

Portugal

COVID-19 danger reminder to the clients. Minimizing customer service at
employment agencies offices and job centres face-to-face.
Suspension of professional training courses for the clients.
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EU countries Measures

Notification of suspension of duty of those receiving unemployment allowances to
actively seek for employment and abolition of appropriate sanctions against them

In addition to transferring the clients to remote access to register as unemployed and to
Hungary communicate with specialists, the issue of permits for employment of foreigners in
Hungary for the period of the pandemic and until a new decision on this question is
made is suspended

Source: Official websites of public employment services (labour offices, centres, institutes, unemployment
insurance funds, etc.) of EU Member States.

With regard to Ukraine, it should be recognized that it has practically no effective
policy of forecasting and regulating imbalances in the last 5-6 years. Analysing the current
state of Ukraine's labour market, the authors knowingly do not use the term "modern",
considering that, over the last 10-15 years, this market has become increasingly backward
(in terms of both the quality of its institutions and the quality parameters of jobs,
employment, labour productivity, technological infrastructure), in fact, demonstrating a
tendency for degradation during new, only paper-based reforms.

The current labour market in Ukraine can be characterized by the cyclical triad of
"politics — pessimism — populism”, which ultimately leads to the lack of motivation, in
business, to create high-quality and official jobs, and in employees, especially potential ones,
of motivation to enter the job market to find a job. Instead of real and effective reforms in the
field of employment and the introduction of new active labour market policy measures by
the state in cooperation with business, there is a search for the guilty and transferring all
responsibility for the state of labour market to the public employment service as well as
announcing almost every half a year some demands for its reform.

In fact, until recently, the authorities have not had any clear and balanced policy on
securing employment in Ukraine, balancing supply and demand in the national and regional
labour markets, stopping the quality deterioration and the reduction of jobs, their shadowing
(according to data of the first half of 2019, 21% of Ukrainians aged 15-70 worked
informally in the domestic market®), as well as the large-scale outflow of workers abroad
(according to expert estimates, it reaches from 4 to 10 million people).

Both the last and the previous governments failed to create conditions that, on an
economic rather than a prescriptive basis, would have led to higher wages in the real and
budgetary sectors of the economy as well as to solve the problem of wage arrears (primarily
at state-owned enterprises), which, at the beginning of March 2020, reached UAH 3 billion
19.8 million, having increased four times in the last six years (as of the beginning of 2014, it
amounted to UAH 753.0 million)*.

Against this background, government officials' statements about attracting outside
investors and even granting them concessions to schools, kindergartens, hospitals and public

% Informally employed population by type of economic activity in January-June 2019. Kyiv: State
Statistics Service of Ukraine, 2020. URL: http://www.ukrstat.gov.ua/operativ/operativ2017/rp/eans/
eans_u/arch_nzn_ved_u.htm [in Ukrainian]

# The amount of arrears of wages in the whole country in 2010-2020. Kyiv: State Statistics Service of
Ukraine, 2020. URL.: http://www.ukrstat.gov.ua/ [in Ukrainian]
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universities® are purely political and populist in nature, and in no way contribute to
improving the labour market. On the contrary, due to amateur-populist approaches in the
country's employment policy, serious risks of losing existing jobs, of the reduction of
employment rates, of increased poverty, discrimination and inequality of Ukrainian citizens
in access to education and decent employment independently of age, sex and state of health
are created, which contradicts Ukraine's international commitments as defined by the ILO
conventions ratified by it.

Another extremely serious challenge for the national businesses and employees is the
fact that the government has effectively excluded the unions of employers and labour unions
from tripartite consultations and negotiations not only on the development and preservation
of human potential, but also on the labour market, economic and social policies. In fact, the
institution of social dialogue is being dismantled, which, in the opinion of the International
Trade Union Confederation, will have virtually irreversible consequences for the Ukrainian
economy and society®.

It so happens that, since 2009, neither the governments nor the parliament, which have
been hastily rewriting economic programs, the fiscal, labour (in particular, with regard to
remuneration) and social legislation, have scrutinized the risks and consequences for the
national labour market and, in general, for maintaining the labour potential of state. Based on
official statistics and expert estimates, the tax reforms in 2010-2011 have eliminated small
and medium-sized business employment opportunities for nearly 3.0 million people in
Ukraine, and the recent fiscal reforms have resulted in job losses of 1.9 million entrepreneurs
and employees in 2019.

Not only financial markets but also labour markets are sensitive to political intentions
and statements, as many foreign researchers have noted. For Ukraine, this is a particularly
characteristic phenomenon. Numerous and careless statements by government officials and
politicians about privatization of social insurance and security systems?’, introduction of paid
admission of children to boarding schools®, transfer of vocational rehabilitation centres for
persons with disabilities to self-sufficiency, redirection of social due fees from the
specialized funds of social and pension insurance to the state budget, etc. raise concerns (the
authors consider such intentions as unacceptable attempts to “commercialize social policies”
in Ukraine, which in general correspond to the ideology of social Darwinism).

% The Cabinet may transfer public universities to public universities and hospitals, — Milovanov.
17.02.2020. URL: https://rubryka.com/2020/02/17/kabmin-mozhe-peredat-pryvatnym-investoram-
derzhavni-universytety-ta-likarni-mylovanov/ [in Ukrainian]

% Ukraine’s government puts oligarchs and multinational enterprises ahead of its own people. International
Trade Union Confederation, 30.12.2019. URL: https://www.ituc-csi.org/ukraine-draft-law?fbclid=
IWAR39sA7INCt__GSXA7cZT0eyfY9YgYsoecpExkA2nNNp6loaB3gthgofOqrY &lang=en#.Xgn2aQ7Tek
Q.facebook

%’ The pension fund can go for liquidation, — Head of the Verkhovna Rada Committee on Social Policy.
24.02.2020. URL: http://finbalance.com.ua/news/pensiyniy-fond-mozhe-piti-na-likvidatsiyu---hlava-
komitet-vr-z-pitan-sotspolitiki [in Ukrainian]

% Since 2020, placement of children in boarding schools in Ukraine will be paid — Ministry of Social
Policy. 19.02.2020. URL.: https://life.pravda.com.ua/society/2020/02/19/239938/ [in Ukrainian]
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Thus, in our country, the Labour Code that was adopted back in 1971 is still in force; it
does not consider a number of modern challenges, in particular, regarding precarization,
digitalization, shadowing, the spread of atypical forms of employment, etc. Therefore, the
governments in recent years have intended, without conducting mandatory consultation with
social partners, to "radically liberalize" the labour law, rather than making it sufficiently
flexible and protective of employment for the benefit of employees and employers. With
such uncoordinated approaches, it is not surprising that the labour bill brought in by the
previous government® (scrapped in March of this year) caused serious dissatisfaction among
workers, their labour unions as well as business representatives, exacerbating people's
pessimism about the future, which in turn became an additional catalyst for loss of workers
for the domestic labour market due to young people leaving for study and people of working
age for working abroad.

The institutional weakness and actual unwillingness of the domestic employment policy
to adequately respond to new challenges and extraordinary circumstances has been
demonstrated by the situation with the spread of COVID-19 pandemic. As early as March
11, 2020, the Ukrainian government temporarily (until June 1, 2020) restricted the export of
anti-epidemic supplies®; from March 12, it imposed a three-week quarantine on all
education institutions and placed restrictions on holding mass events®; and on March 17, the
parliament passed a law*? on the implementation of a set of measures of socio-economic and
administrative-legal nature that should have prevented the spread of coronavirus disease,
averted administrative and criminal offenses during the period of quarantine regime imposed
due to it as well as mitigated the negative social consequences of COVID-19 pandemic for
the Ukrainian citizens. And from March 25 of this year, the Cabinet of Ministers of Ukraine,
due to the coronavirus outbreak, introduced an emergency regime across the country until
April 24, 2020%,

All these and other circumstances indicate that one huge threat (the spread of
coronavirus pandemic) creates another, equally important threat (Ukraine's entry into a
period of deep and prolonged socio-economic crisis).

¥ Draft Labor  Law. Registration  number 2708  dated  28.12.2019.  URL:
http://wl.cl.rada.gov.ua/pls/zweb2/webproc4_1?pf3511=67833 [in Ukrainian]

% Resolution of the Cabinet of Ministers of Ukraine “On Amendments to Annex 1 to the Resolution of the
Cabinet of Ministers of Ukraine of December 24, 2019 No. 1109” of March 11, 2020, No. 214. URL:
https://zakon.rada.gov.ua/laws/show/214-2020-%D0%BF [in Ukrainian]

%! The Government has made a number of decisions to protect Ukrainians from COVID-19. Government
portal.  11.03.2020. URL: https://www.kmu.gov.ua/news/uryad-prijnyav-nizku-rishen-shcho-mayut-
ubezpechiti-ukrayinciv-vid-covid-19-11-03-20 [in Ukrainian]

% Law of Ukraine “On Amendments to Certain Legislative Acts of Ukraine aimed at Preventing the
Occurrence and Dissemination of Coronavirus Disease (COVID-19)” dated 17.03.2020, No. 530-1X . URL:
https://zakon.rada.gov.ua/laws/show/530-20 [in Ukrainian]

% Ordinance of the Cabinet of Ministers of Ukraine “On Transformation of the Unified State Civil
Protection System into the Emergency Situation” of 25.03.2020 No. 338-r. URL:
https://www.kmu.gov.ua/npas/pro-perevedennya-yedinoyi-derzhavnoyi-sistemi-civilnogo-zahistu-u-
rezhim-nadzvichajnoyi-situaciyi-338250320 [in Ukrainian]
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Already on March 20, 2020, that is, only three days after the introduction of national
guarantine regime, the Chamber of Commerce and Industry of Ukraine announced that about
600-700 thousand entrepreneurs as well as small enterprises of the sphere of services and
educational establishments, which employ 3.5-4.0 million Ukrainian citizens, stopped
working due to the quarantine®. According to the results of 2020, as predicted by domestic
and international experts, the shocking impact of the COVID-19 pandemic can cause a rapid
(from at least 5% to 15%°%) decline in the real GDP of Ukraine.

Accordingly, the situation with the shock effect of coronavirus pandemic, its impact on
all spheres of the economy and governance, the system of providing administrative and
social services, etc., besides the obvious threat of social and economic crisis in Ukraine, will
have serious consequences for the domestic labour market and the field of employment in
general: first of all, a rapid increase in the unemployment rate due to an increase in the
number of people who, in the conditions of the coronavirus pandemic, will have to quit their
jobs for various reasons, including the lack of transport communication, the closure of SMEs
for an indefinite period, the closure of large enterprises and organizations, the termination of
seasonal work, etc.

All these factors must be adequately considered when developing a Program of
Effective Anti-Crisis Measures in the Field of Employment and Social Protection.
Unfortunately, by the end of March 2020, the relevant ministries and public services have
not generated such a Program. In our opinion, the supporting structure for the development
of the Program should be represented by the OECD Specialists’ Recommendations on
Urgent Actions of Employment and Social Policy Necessary to Support the Population and
Business in Connection with the COVID-19 Pandemic®’.

Thus, it should be noted that the aforementioned examples of failures of the domestic
employment policy and the settlement of imbalances in the labour market are not exhaustive,
but it is much more important to offer alternative ways and approaches. We consider that the
priority steps of state policy of Ukraine aimed at balancing the national and regional labour
markets and overcoming divergence with the EU in the field of employment should be:

1) in the near term, due to the spread of coronavirus infection (COVID-19) pandemic:

% About 700,000 Ukrainian businesses have stopped production — the Chamber of Commerce and Industry.
20.03.2020. URL: https://rubryka.com/2020/03/20/blyzko-700-tysyach-ukrayinskyh-biznesiv-zupynyly-
vyrobnytstvo-torgovo-promyslova-palata/ [in Ukrainian]

% Ukraine’s GDP is expected to fall by 5%. And this is at best — the Office of the President. STRANA.ua.
23.03.2020. URL: https://strana.ua/news/256744-u-zelenskoho-zhdut-padenija-vvp-na-5-iz-za-
koronavirusa-pri-optimistichnom-stsenarii.html [in Russian]

% Atlantic Council: Coronavirus may reduce GDP of Ukraine by 15%. UNIAN. 20.03.2020. URL:
https://www.unian.ua/economics/finance/10924694-atlantic-council-koronavirus-mozhe-skorotiti-vvp-
ukrajini-na-15.html [in Ukrainian]

¥ Supporting people and companies to deal with the Covid-19 virus: Options for an immediate employment
and social-policy response. OECD. 20 March 2020. URL: https://oecd.dam-broadcast.com/
pm_7379_119 119686-962r78x4do.pdf
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— adoption and immediate implementation of the Crisis Action Program developed
based on the OECD Recommendations on Urgent Employment and Social Policy Actions
needed to support the population and business in the face of COVID-19 pandemic;

— introduction, for a period of 6 months, of a procedure for fixing by the State
Employment Service the state of “partial unemployment” and paying allowances to the
partially unemployed at the expense of the state unemployment insurance social fund and
funds of the state budget;

— development and implementation of mechanisms for state support/partial
compensation for employers who are forced to suspend production or provision of services
in the context of the COVID-19 pandemic but have not dismissed workers and have paid
them wages;

2) for the period after the cessation of coronavirus pandemic and the abolition of
guarantine regime of economic, social, administrative and other activities:

— adoption of a new Labour Code or Labour Law, which will be in line with the interests
of workers and harmonize the labour relations of the employee and the employer, the
interaction of participants of social dialogue and also guarantee the observance of the ILO
conventions ratified by Ukraine. An obligatory component of the new labour legislation
should be the section on the regulation of social-labour relations and the support of various
forms of employment in extraordinary conditions of public life, in particular, such as the
spread of pandemics (epidemics) of dangerous diseases;

— implementation, including through public-private partnership mechanisms, of
programs to preserve the existing jobs and create new ones, support youth employment,
employ the Ukrainian migrant workers returning to the internal labour market;

— rethinking the institutional role and improving the efficiency of work of the State
Employment Service: focusing its activities on active rather than passive measures of
employment policy, providing a range of quality services to employers, enhancing its
interaction with professional-educational institutions, achieving specific results within the
available budget programs;

— formation of a competitive market for professional-educational services in Ukraine, in
which workers including unemployed ones and employers will be able to choose for
vocational training the most competitive institutions in terms of educational and production
base, professionalism of teaching staff, quality and diversification of learning technologies;

— development and approval of a Program for Full Payment of Wage Arrears and
Prevention of their Occurrence in the Future as well as creation of a mechanism for
guaranteeing the payment of wages in case of employer insolvency (in accordance with ILO
Convention No. 173 “On Protection of Workers' Claims in Case of Employer Insolvency”);

— adoption of the necessary legislation and regulation enactments to regulate the
problem of establishment, for government officials, civil servants and the management of
state corporate structures, institutions and organizations, of extremely high, absolutely
economically unjustified levels of remuneration (wages, bonuses, etc.).

Conclusions. The current trends of globalization, digitalization, demographic changes,
migration and other ones in recent years have increased the relevance of the problem of
imbalances in employment, which has a serious impact on the global and national labour
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markets. In the near future, this problem will be extremely exacerbated by the shock effect of
the COVID-19 pandemic announced by WHO in March 2020.

For national governments, this implies the need to focus attention on addressing the
problem of imbalances of domestic labour markets through public policy tools, considering
the recommendations of the ILO and other relevant international structures. It is also
important for Ukraine in the context of achieving the objectives of the Association
Agreement with the EU, since imbalances in employment are one of the causes of socio-
economic divergence between them, which has been observed since 2014.

The domestic policy on overcoming imbalances and divergence in the employment
sphere should be shaped considering relevant EU experience and ILO recommendations, but
the national interests of Ukraine and proper protection of social and labour rights of its
citizens should be a priority. Today, a relevant state policy should be implemented in two
stages.

At the first one (in the near future), due to the spread of coronavirus infection pandemic,
it is advisable to adopt and urgently implement the Crisis Measures Program developed on
the basis of the OECD Recommendations on Urgent Employment and Social Policy Actions
needed to support the population and business in the face of COVID-19 pandemic. At the
second stage (after the cessation of coronavirus pandemic and the abolition of quarantine
regime), the first steps of state policy should be adopting new labour legislation of Ukraine,
comprehensive programs for preserving the existing jobs and creating new ones,
strengthening the institutional role of the State Employment Service, improving the system
of labour remuneration, etc.
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