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Research Methodology

The methodology for the report involves several approaches to gather
data on the Ukrainian private sector and its workforce.

1. Desk research, reviewing existing reports and statistics on the private
sector and workforce development in Ukraine. This included identifying
trends and areas of opportunity, common challenges and government
policies and regulations related to workforce development. Additionally,
education and training programs in Ukraine were analyzed to identify areas
forimprovement and potential collaboration with employers.

2. Questionnaire survey of private sector employers in SMEs to gather data
on their current workforce development and mid- to long-term needs. A
total of 252 respondents were sampled, and SMEs were classified by the size
of their workforce: micro-enterprises (1-9 employees), small enterprises (10-
49 employees), and medium-sized enterprises (50-249 employees).

3. Individual interviews with economic experts and focus-group discussions
with private sector employers to identify emerging trends and skills that will
be in demand in the future.

4. Individual interviews with representatives from the private sector,
government, and education sectors to identify challenges and barriers to
workforce development.

5. Individual interviews with educators and mental health professionals
about the current state of mental health education in Ukraine and
potential efforts to integrate mental health in standard fraining and
educational curricula.
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Key Findings

e Since the beginning of 2023, there has been a gradual recovery of the

labor market in Ukraine. However, unemployment remains higher than
before the full-scale invasion by Russia in February 2022 and is taking on
the characteristics of a structural phenomenon. The deepening
disparities in both professional and regional aspects pose significant
challenges to further employment growth. The consequences of the war,
including the destruction, closure, and relocation of enterprises, along
with the significant number of refugees, internally displaced persons
(IDPs), and mobilization efforts, have led to a mismatch between labor
market supply and demand in war-affected and rear regions. This
mismatch is particularly evident in various professions. Additionally,
factors like varying labor market demands and limited job prospects in
destination locations exacerbate these issues. Consequently, individuals
are often compelled to work in positions that underutilize their
quadlifications and skills. As of May 2023, the unemployment rate is
estimated to be around 20%.

Private businesses are facing a shortage of skilled workers as their primary
challenge. Despite high levels of unemployment, there is a scarcity of
certain professions. The reasons for this phenomenon are: 1) the
emigration of skilled workers, especially women, from Ukraine to other
countries as refugees; 2) the mobilization of men into the Armed Forces
(with a total estimated number of about 1 million personnel). IDPs and
refugees are losing their work qualifications if they cannot quickly find
jobs in their field of expertise.

Assuming there are no significant shocks (escalation of military
operations, blackouts, etc.), the gradual recovery of the labor market will
continue. The unemployment rate will decrease due to the activation of
economic activity. The process of reconstruction of the Ukrainian
economy will help eliminate structural disparities, including through
investments in affected regions and the return of refugees and IDPs to
their homes. Currently, the number of job offers in the eastern, northern,
and southern regions of Ukraine has not returned to the level of early
2022, while western and partially central regions offer even more
vacancies than before the full-scale invasion by Russia.
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e Despite a slowdown in migration processes, the number of Ukrainians

remaining in Europe is around 8.2 million, of which about 5.1 million have
temporary protection statusin the EU'. From a demographic perspective,
this mainly consists of young women with children, which significantly
complicates the situation with the workforce in Ukraine in the future. With
the reduction of security risks, the return of refugees will accelerate, but
there remains a threat of reverse movement — family reunification or job
search outside Ukraine.

The problem of the mismatch between education and training of workers
with the private sector's needs has become more acute. Plans for
workforce preparation are not being adjusted, and specialists continue
to be frained in the same volume and specialties as planned during
peacetime. The recovery of the Ukrainiaon economy will require the
preparation and retraining of a large number of specialists in priority
sectors of the economy (IT sector, agro-industrial sector, energy sector,
transport industry, military-industrial complex, etc.).

A significant problem remains the psychosocial condition of the
population, particularly IDPs and those who were in active combat
zones. This will require significant efforts from both the government and
private sector, as well as an increase in the training of psychological
specialists. A challenge will be the return to peaceful life and
employment of veterans, including disabled veterans. Individuals with
disabilities, both combatants (male and female) who were injured during
hostilities, and civilians who sustained injuries, concussions, or mutilation
during their work, activities, or residency in the respective territory due to
military aggression while under occupation or in areas affected by
military operations, will require professional rehabilitation.

! Ukraine Refugee situation. Operational data portal.URL: https://data2.unhcr.org/en/situations/ukraine
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The Size of the Workforce in Ukraine

In the explanatory note to the Budget project for 2023, the population of
Ukraine was estimated at 34.5 million2. The number of employed people on
average for 2021, the last period for which there are statistical datas3, was
15.6 million, including 7.4 million women and 8.2 million men*.

The workforce size in the country is influenced by the population and the
dynamics of indicators like mortality and birth rates, and migration flows.
According to the Office of the United Nations High Commissioner for
Refugees, as of May 9, 2023, about 8.2 million refugees (about half the
population of New York) from Ukraine have been recorded throughout
Europe since February 24, 20225 Nearly 5.1 million refugees from Ukraine
have temporarily registered for protection or similar national protection
schemes in Europe. Approximately 2.8 million people left or were deported
to Russia and Belarusé. About 250,000 refugees moved to the United States’
and Canadad. According to the International Organization for Migration,
40% of working-age refugees are already employed?, which means that
about 3 million have jobs and receive social support from the countries that
have accepted refugees. Taking info account these migration flows during
the period up to 2022 and during the war, the size of the workforce in
Ukraine has decreased to approximately 11-12 million people.

Assuming the war ends and men are granted permission to leave, the
number of those who will go to their wives and children, who have decided
not to return, in a worst-case scenario, will be 1 milion people, and the
country will feel an additional outflow of working-age men. Accordingly,

2 TIOSCHIOBOABHO 3AMMCKA AO MPOEKTY 3aKOHY YKpdiHM «Mpo AepxaBHui OtoaxeT YKkpdiHu Ha 2023 piky. URL:
https://itd.rada.gov.ua/billinfo/Bills/ CardByRn2regNum=8000&conv=9

3 Until 2022, the State Statistics Service of Ukraine regularly conducted surveys of households. During the period of martial
law, the conduct of surveys was suspended, so estimates of employment and unemployment require alternative sources
of data.

4 CuTyauis HO PWHKY MNPAL TA  AiSABHICT  AEPXXABHOI CAYXOM 3QMHATOCTI Yy CidHi-BepecHi 2022 poky. URL:
https://www.dcz.gov.ua/sites/default/files/infofiles/09 sytuaciya na rp ta diyalnist dsz 2022 .pdf

5 Ukraine Refugee situation. Operational data portal.URL: https://data2.unhcr.org/en/situations/ukraine

$ Mputena 4., MarTsiilumHa I, 9K Yepes BilHY CKOPOTUAOCH HOCEAEHHS YKPQIiHM TA L0 3 MM POBUTU: PO3MOBIACE EKCNEPT.
URL: https://suspilne.media/354672-ak-cerez-vijnu-skorotilos-naselenna-ukraini-ta-so-z-cim-robiti-rozpovidae-ekspert/

7Ao CLWA 30 nporpamoto  AAd  BikeHuiB  npubyAM noHoA 82  TMcadi  yKpaiHWiB i3 ©Am3bkmmm.  URL:
https://www.eurointegration.com.ua/news/2022/12/11/7152291/

8 Ukraine immigration measures: Key figures. URL: https://www.canada.ca/en/immigration-refugees-
citizenship/services/immigrate-canada/ukraine-measures/key-figures.html

? KAKOYOBI undppm: MOBIAbHICTb BCEPEAMHI Ta 3 YKpQiHu, 2020-2023 URL:
https://www.migrationdataportal.org/sites/g/files/tmzodi251 /files/2023-02/ukraine-key-figures-2023.pdf
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the workforce forecast at the end of the war, considering only migration
reduction, will be about 10-11 million people.

In addition to migration losses, there is a natural decrease in the population,
including the workforce. During the state of war, there are no official
stafistics on birth and death rates, as well as losses in the armed forces.
According to the UN, the losses among the civilian population are 8,791
deaths and 14,815 injured'?, The exact number of deceased and executed
people in Mariupol, Volnovakha, Severodonetsk, and other cities and
settlements is currently unknown. According to expert estimates, this
number in Mariupol alone may exceed 20,000 people'!.

Another significant factor for calculating the workforce is mobilization -
700,000 to 1 million Ukrainian military personnel have been drafted into the
Armed Forces, who were previously employed in other sectors of the
economy. Even after the end of hostilities, the quantitative composition of
the Armed Forces will remain at a high level until Ukraine receives effective
security guarantees. The losses of the Armed Forces remain classified until
the end of the war, but according to estimates as of February 2023, they
may amount to 120-130 thousand killed and injured!2.

10 Ukraine: civilian casualty update 8 May 2023. URL: hitps://www.ohchr.org/en/news/2023/05/ukraine-civilian-casualty-
update-8-may-2023

1 Mep MapiynoAs HA3BOB AQHI Npo 3armbamx y micti. URL:  https://www.radiosvoboda.org/a/news-marivpol-
zahybli/32363334.html

12 Ukraine war, dlready with up to 354,000 casualties, likely to last past 2023 - U.S. documents. - URL:
https://www.reuters.com/world/europe/ukraine-war-already-with-up-354000-casualties-likely-drag-us-documents-2023-

04-12/
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Current and Future Challenges of Workforce
Development in Ukraine

Reduction in jobs due to complete or partial cessation of enterprise
activity resulting from the destruction of equipment and premises during
hostilities, loss of facilities that remained in the occupied territory,
bankruptcy due to the loss of markets for goods in Ukraine and beyond.
Since the beginning of the war, nearly 5 million working-age individuals
have lost their jobs, or up to 30% of employed people!’s.

High level of workforce emigration. Due to the prolonged hostilities,
there is an increasing risk of a significant number of Ukrainian citizens not
returning to their homeland after leaving in search of temporary shelter
from armed aggression. This results in the loss of the country's labor and
educational potential. As of May 9, 2023, refugees from Ukraine have
been registered throughout Europe at around 8,207,977 people, with
5,093,606 individuals registered for temporary protection or similar
national protection schemes in Europe'. According to a survey
conducted by UNHCR in December 2022 - January 2023, 12% of the
refugees plan to return to Ukraine in the near future, while 65% intend to
do so in the future's. However, as the number of refugees who found
jobs abroad increases, so does the number of those who plan to stay
and not return to Ukraine. International estimates suggest that the
percentage of non-return to the homeland after the conflict ends in
various countries averages at around 30%. For Ukrainian refugees, this
rate may reach over 40%, as the conflict has become protracted. The
longer Ukrainians stay abroad, the higher the integration of children,
young people, and refugees of working age intfo local communities,
especially if the standard of living in other countries is higher than in
Ukraine.

Emergence of workforce imbalances by region, gender and age
structure, as well as professional-qualification structure. There is a shift in
the gender proportions of the workforce towards an increase in female

13 YKpaiHCbKE CYCMiAbCTBO B YMOBOX BiiHW. 2022: KoAaekTnBHO moHorpadpia / C. AembBiupkmin, O. 3A06iHa, H. Kocterko T1a

iH.; 30 peA. YAeH.-kop. HAH YkpaiHu, A. doirocC. H. €. FToAoBaxXM, A. coLL. H. C. Makeesa. KuiB: IHCTUTYT couiioaoriil HAH YkpaiHu,
2022. 410 c.URL: https://i-soc.com.ua/assets/files/monitoring/maket-vijna...2022dlya-tipografiivse.pdf

14 Ukraine Refugee situation. Operational data portal.URL: https://data2.unhcr.org/en/situations/ukraine

15 Lives on Hold: Intentions and Perspectives of Refugees from Ukraine #3 URL:
https://data.unhcr.org/en/documents/details/99072# ga=2.207718802.1623471674.1677490380-1388492483.1677253513 .

9
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participation in the labor market. The absence of or loss of a family
breadwinner due to military service has resulted in women having to
take on more responsibilities to provide for their families' basic needs. In
2022, employers reported to the State Employment Service about 123.4
thousand planned mass layoffs (compared to 224.7 thousand people in
2021). As of April 1, 2023, there were 137,000 unemployed individuals in
Ukraine's.

High levels of unemployment due to a shortage of labor caused by
asymmetries between supply and demand for labor. Relocated
businesses with complex production processes are filing vacancies,
while high unemployment persists among IDPs. Due to the lack of work
in their field, individuals with higher education often work in positions
below their qualifications and receive lower wages than their previous
level of pay. The ban on men leaving the country provides a significant
supply of labor. However, many men avoid official employment due to
fear of mobilization.

According to the indicator of human capital utilization efficiency, which
is calculated as the ratio of GDP per capita to wages, Ukraine ranks
among the lowest in the rating!’. The lag in labor productivity is a
negative phenomenon for the country's economy. Taking into account
the real GDP reduction by 29.1% in 20228 and the GDP per capita
reduction by 4.4%!?, according to data from the Ministry of Finance
website, and an average monthly wage increase of 6% according to
State Statistics Service (https://ukrstat.gov.ua/), the reduction in the
human capital utilization efficiency indicator for 2022 will be 10%.

Loss of labor due to mobilization, death, and disability resulting from
military action. The number of employees with disabilities is increasing,
and their level of productivity and the range of jobs they can perform
differs from the pre-war period. More than 80% of employers are willing

16 Y CAyXOi 30MHATOCTI CKO3QAM, CKiAbKM YKPQIHLB MatOTh CcTaTyC Ge3pobitHoro.URL: https://www.ukrinform.ua/rubric-
society/3696918-u-sluzbi-zajnatosti-skazali-skilki-ukrainciv-maut-status-bezrobithogo.html

17 YKPQIHCBbKMIM PUHOK MPALL: iIMAEPATHBM TQ MOXAMBOCTI 3MIH : KOAEKTUBHO MOHOTPAMIf / 30 HAYK. PEA. A.€.H., Tpod. I.A.
MNeTposoi, k.e.H. B.B. bamsHiok ; HAH YkpaiHu, AY «lH-T ekoH. Ta mporHo3ys. HAH YkpaiHwm. K., 2018. 356 c. URL:
http://ief.org.ua/docs/mg/306.pdf

18 Topik peaAbHMi BBI ckopotmecs Ha 29,1% - Aepxxcrar. YkpiHdoopm. URL:  https://www.ukrinform.ua/rubric-
economy/3695597-torik-realnij-vvp-skorotivsa-na-291-derzstat.html

19 BOAOBOM BHYTPILLHIM NPOAYKT (BBIM) B YkpaiHi 2023. URL: https://index.minfin.com.ua/economy/gdp/

10
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to hire veterans and people with disabilities?, some of whom intend to
receive financial support from the government. The government plans
to expand programs that compensate employers for hiring veterans
after they return from the front, as well as individuals with disabilities
resulting from the war, in order to accelerate their infegration info
peaceful life.

. The informalization of the labor market is increasing, with a growing

number of vacancies without official registration and payment. As a
result, there are no social guarantees, working hours are not counted
towards employment history, and so on. The requirement for men to
register with military recruitment offices for official employment also
increases unemployment and the size of informal employment.
According to estimates by the State Employment Service of Ukraine
(SES) as of March 2023, about 3 milion employees worked without
official registration?!, which is more than 20% of the working-age
population of Ukraine. At the same time, the informal sector of the
economy serves as a buffer against unemployment, absorbing a
certain portion of those who become unemployed during economic
downturns. The SES faces a challenging situation where individuals
primarily seek its services for unemployment benefits rather than actively
seeking employment. This frend discourages employers from engaging
with the SES as they perceive a lack of genuine interest from job seekers
and even encounter instances of intentional resistance. Consequently,
employers show little interest in approaching the SES for recruitment
PUrposes.

. The liberalization of labor relations in the context of a state of martial law

has had an impact on social protection and weakened the position of
workers in social dialogue, particularly by strengthening the frend
towards bilateral relations instead of tripartite ones (weakening the
involvement of a third party, such as a government or trade unions).
Problems have arisen in the field of working conditions due to the lack
of culture of prevention in the areas of safety and hygiene at work, as
well as the increase in the proportion of those employed in the informal

20 MoHaa 80% poboToAQBLjB FOTOBI BpPATM HA POBOTY BETEPAHIB TA AKOAEWM 3 IHBOAIAHICTIO, - TeTaHa bepexHa. -
https://www.me.gov.ua/News/Detailzlang=uk-UA&id=306ee951-5745-4cb1-a4ff-a50ea55cced?2&title=Ponad80-

Robotodavisiv
21 BroaxeT YkpaiHu sTpadae 100 MAPA rPMBEHb HA PIK Yepe3 HEe3apPEeECTPOBAHMX MPALiBHMKiB — Aepxnpaui. URL:
https://www.work.ua/news/ukraine/2359/

11
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10.

sector of the economy who do not have state protection for ensuring
safe working conditions. The responsibility for creating decent and safe
working conditions has been shifted to the employee with the changes
made to the Labor Code regarding remote work.

The legislation on labor, formed on the principles of Soviet industrial
economy, is ineffective in the realities of economic transformation and
under conditions of martial law. The current Labor Code (Code of Laws
on Labor) was adopted back in 1971, and it undergoes constant
changes that do not keep up with the trends in the labor market
development. It is imperative to implement measures that extend
employment rights to workers in non-standard employment
arrangements, such as gig economy workers, freelancers, and part-time
employees. To facilitate the effective implementation of
telecommuting in the workforce, comprehensive policies should be
established.

Significant imbalance in salary payments and asymmetry in the
distribution of employees based on their level of payment for economic
activity. In 2022, the average salary varied by a factor of 3.35 across
different types of economic activities, ranging from 8,848 UAH ($240) in
postal and courier activities to 29,666 UAH ($800) in aviation
transportation. In the context of high government military expenditures,
an important concern arises regarding the tax burden, particularly the
preferential tax regime benefiting self-employed individuals, leading to
lower taxes for them. Addressing the issue of tax burden requires a
comprehensive approach that considers the interests of workers,
businesses, and government revenue requirements. This may involve
evaluating tax policies, implementing progressive tax systems, exploring
alternative sources of revenue, and ensuring that any adjustments to
the tax burden are fair and sustainable. Furthermore, the anticipated
future increase in the tax burden on employees will likely result in a larger
labor supply and subsequently lower salary thresholds. In addition to the
tax burden and its impact on employment and salary thresholds, it is
crucial to consider the implications of the Consumer Price Index and
the decrease in real wages for workers (inflation in Ukraine in 2022 was

12
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12.

26.6%2%2). These factors directly affect the purchasing power of workers
and can influence their compensation demands.

The employment structure across industries and workforce preparation
does not meet the needs of today. Existing structural imbalances, which
are due to the preservation of outdated technological bases for a
significant number of domestic enterprises, are accompanied by weak
sensitivity of the professional-qualification structure of the labor market
to structural changes. Demand in the labor market is still mainly focused
on blue-collar (manual work and industry) professions?3, while the
popularity and prestige of vocational education have significantly
decreased over the past decade.

There is a high level of unemployment and economic inactivity among
young people. According to the methodology of the International
Labour Organization, 19.1% of young people aged 15 to 24 were
unemployed in 2021 (as a percentage of the corresponding age
group's labor force), which is 0.2% less than in 2020. Compared to other
age groups identified by the State Statistics Service, this is the highest
percentage. Many young people under the age of 18 travel abroad
with their parents. The most pressing problem is the proportion of young
people who have difficulty finding their first job after completing their
education. This is evidence of gaps between employers' demands for
potential workforce skills and the skills and knowledge that students
acquire in higher and vocational education institutions. This mismatch
manifests itself in excessive or insufficient skills or education. The
widespread adoption of online education and artificial intelligence (for
example, Chat GPT), has significant implications for youth employment.
It necessitates a structural overhaul in the approach to education
across various sectors to ensure alignment between the skills acquired
through online plafforms and the evolving job market demands. This
entails integrating Al technologies into educational frameworks to
equip youth with the skills necessary for the future workforce, thus
mitigating the risk of a skills mismatch.

2 ludnauia B Ykpaini 8 2022 pouj ctaHoBuAa 26,6% — JepcraT. URL:
https://www.epravda.com.ua/news/2023/01/10/695830/

23 CaiTuepw NigyTb B POBITHNKM? AK 3MIHMBCA PUHOK NpaL,i Nig yac BiliHK i Wo 6yae nicns Hei. URL:
https://www.bbc.com/ukrainian/articles/c2xpp4yynylo
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The increase in the number of people joining the army takes away
individuals from other "civilian" areas of activity. Even after the threat
from Russia's aggression is defeated, there will still be a need to maintain
military capabilities in Ukraine. The more people are involved in defense
and power structures, the fewer willremain in real production. Therefore,
in the actual economy, there will only be an increase in staff shortages.

Women will become the prevailing workforce due to direct military
losses and higher male mortality rates in Ukraine?4. Gender equality in
the professional sphere will increase, and the distinction between
female and male professions will continue to blur.

The return to civilian life for combatants and demobilized military
personnel will require shortened rehabilitation programs, training, and
retfraining in the most in-demand specialfies in the labor market.

Further growth of hidden employment will be associated with workers
desire to ensure an acceptable level of income even in cases where
they lose their insurance period.

24 COLAAbHO-EKOHOMIYHI TO I'YMOHITAPHI HOCAIAKM POCIMCBKOI Arpecii AAs YKPAiHCbKOro cycniabCTBA / LLeHTp Pasymkosa.

Kviis, 2022. URL: https://razumkov.org.ua/uploads/article/2022 Gum.pdf.
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Results of the Survey of Small and Medium Enterprises

According to the survey, 62% of respondents said that the number of their
employees had decreased over the past year.

What has been the change in the number of employees in your
company (full-time and part-time) over the last year?

= The number of employees
has increased

= |t has remained unchanged

= The number of employees
has decreased

Only one-third of those surveyed had no employees who left or were
mobilized to join the Armed Forces of Ukraine (ZSU), while another third
reported that up to 10% of their staff had left or been mobilized. AImost 10%
of those surveyed had lost or mobilized more than 50% of their employees.
This situation has led to a shortage of personnel, with 78% of respondents
reporting difficulties in finding workers.

15
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What is the number of your employees who have left for
abroad after February 24, 2022?

8.7%

No one has left Up to 10% From 10% up to  From 30% up to  More than 50%
30% 50%

What is the number of your employees mobilized to the Armed
Forces of Ukraine?

38.3%
34.0%
9.9% |
No one is Up to 10% From 10% up to  From 30% up to ~ More than 50%
mobilized 30% 50%
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Are you currently facing any difficulties in finding employees?

mYes =No = Nofsure

Despite the current economic situation, 47% of those surveyed plan to hire
new employees by the end of the year, while 10% plan to reduce their

workforce.

Are you planning to hire new employees by the end of 2023 or
next year?

‘

Yes No We are planning to Noft sure
downsize

17
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Almost 80% of respondents fully or partially agree that the lack of skilled
labor is the main obstacle to Ukraine's economic growth.

Do you agree that the lack of skilled labor force is the main
obstacle to economic growth in Ukraine?

48.1%
32.1%
9.9% .
EH m|m =
| I
| fully agree | partially agree Neither agree, nor | disagree | completely

disagree disagree

To address the skills gap, 50% of those surveyed provide training for their
employees, 40% hire new employees, and 30% engage contractors.

How do you currently address gaps in employee qualifications
in your company? (multiple answers are possible)

Training 51.9%

Hiring new employees 40.4%

Subcontracted work 32.7%

Other 12.8%
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However, due to insufficient worker qualifications, around 50% report a
decrease in work quality, project delays, and increased costs.

How has the shortage of skilled workers affected your business?
(multiple answers are possible)

Lower quality of work

Delayed projects

Higher costs

Other 10.8%

The main challenges in improving worker qualifications include lack of
interest on the part of employees (43%), lack of company funds (36%), and
lack of fime (33%).

What are the main obstacles to developing employee
qualifications in your company? (multiple answer are possible)

Lack of interest from

employees 43.5%

Lack of funds

Lack of time

Lack of qualified
trainers/instructors

Noft sure

Other

19
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Nearly 80% of those surveyed do not consider the contemporary education
system in Ukraine effective in preparing skilled workers.

Do you believe that the current education system in Ukraine
provides effective preparation for the workforce?

=Yes ®mNo = Noftsure

75% consider vocational education to be very important for developing the

workforce in Ukraine.

How important is vocational (technical) training to meet the
needs of workforce development in Ukraine?

6.2% 5.0% 1.3%

13.0%
- | [ ]

Somewhat Nof very Not important at
important important all

Not sure

Very important

MAY 2023
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49% plan to train and improve the qualifications of their workers in the short
term, while 67% plan to do so in the medium and long term.

Do you have plans for training/upskilling your employees in the
short term?

mYes =No = Noftsure

Do you have plans for training/upskilling your employees in the
medium- to long-term?

mYes =No = Noftsure

21
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73% of respondents are wiling to invest in worker training if the state
stimulates this process.

Would you be willing to invest in training or professional
development programs for your employees if the government
provided financial incentives?

mYes =No = Noftsure

The main incentives are tax credits (59%), financial incentives (50%), and
training programs (45%).

What kind of state support for the development of the workforce in
Ukraine would you like to see? (multiple answer options possible)

58.9%

44.9% ‘

Tax credits Financial incentives Training programs Other
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53% of those surveyed wish to participate in public-private partnerships for
workforce development.

Would you like to participate in public-private partnerships for the
development of the workforce in Ukraine?

mYes mNo = Nofsure

The survey indicates that almost all businesses in Ukraine have experienced
problems during the war, with only one-third of companies reporting no
employees leaving or being mobilized, while 10% lost more than 50% of their
workers. This highlights a serious shortage of labor, particularly skilled labor.
The main problem is the mismatch between the education system and the
current demands of employers. Nearly 80% consider the education system
ineffective, and 75% see a need to reestablish vocational schools. About
70% of employers plan to self-fund worker education but need state
incentives. The government should develop an effective mechanism for
public-private partnerships to train and develop the workforce, including
tax credits, financial incentives, and training programs that fulfill the needs
of employers. Currently, according to the survey, the education system is
disconnected from employer needs and produces workers who are not
adapted to the modern demands of the labor market, requiring retraining
without adequate motivation, time, or funding.
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The Role of Education and Training for
the Ukrainian Workforce

Education plays a crucial role in human capital formation, particularly
when demographic development is unfavorable. High quality education,
retraining and professional development systems can help alleviate labor
supply shortages.

Investments in human capital, such as scholarships, budgetary positions in
higher education institutions, and adult retraining programs, have not been
a priority in Ukraine, even before the war. The war has also accelerated the
depreciation of human capital, causing significant  collective
psychological trauma that will affect people's mental health for a long
time. This, in furn, will affect their physical health and job productivity.

The role of education for the Ukrainian workforce has been affected by
various issues. One of the primary problems is the transition to online
learning, which was first implemented during the COVID-19 pandemic,
causing a significant gap in education. Then the Russian invasion
exacerbated the situation, causing geographical disparities and
interruptions in learning. This lack of proper education will have long-term
effects on the productivity of the workforce and their well-being.

Furthermore, accessibility to education has been a significant issue due to
the destruction of various educational institutions, especially in eastern and
southern regions. Additionally, some students are currently studying
abroad, which could potentially be beneficial if they return to Ukraine with
their skills and knowledge, but they may not return.

Efforts fo enhance the quality and relevance of education, especially in
technical-vocational, higher, and adult education, are insufficient. Higher
education institutions should embrace flexibility and innovation, as their
personnel and infrastructure are essential for the development of adult
education and retraining programs aligned with labor market needs.

Another issue is the mismatch between the current state of workforce
preparation and the needs of the economy. The education system's plans
for workforce preparation were made before the war, which makes it

25 Ukraine's Resilience to Crises: Human Capital. URL: https://ces.org.ua/wp-content/uploads/2022/04/UKRAINES-
RESILIENCE-TO-CRISES.-HUMAN-CAPITAL-.pdf
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difficult to adjust to the current market demands. According to the data
from the State Employment Service, one of the main issues in the labor
market is the professional-qualification imbalance and certain disparities
between the demand and supply of labor. Currently, employers have the
highest demand for skilled workers in manual professions. However, among
the registered unemployed individuals, 43% have higher education, and in
some major cities, this number reaches 60% or higher?. Moreover, the
number of unemployed individuals among former managers, professionals,
and specidalists is three times higher than the number of corresponding job
vacancies. Prioritization of economic sectors that require restoration is
necessary to stabilize the workforce's size and productivity.

Current vocational education institutions are unable to provide adequate
teaching and vocational training due to outdated equipment, teaching
methods, and the lack of qualified teachers. Furthermore, the structure of
vocational training does not align with labor market needs, as regional
training orders prioritize communal enterprises over broader labor market
demands.

While higher education institutions generally have better teaching
processes, they face challenges in attracting highly qualified and
motivated tfeachers. Insufficient financial and academic autonomy
hampers their ability to update curricula to meet current labor market
requirements.

The government is proposing retraining programs at vocational education
centers under the State Employment Service. By the Resolution of the
Cabinet of Ministers of Ukraine dated March 24, 2023, No. 264, a new
procedure for the vocational fraining, retraining, and qualification
improvement of registered unemployed individuals was approved. The
procedure includes the implementation of vocational training for the
unemployed based on the principle of "money follows the person."
Unemployed individuals will be able to independently choose an
educational institution to undergo vocational tfraining and, if necessary, a
place of residence during the training period. Enrollment in educational
institutions, as well as the provision of accommodation, will be carried out

26 AKX NpaLiBHMKIB NOTPebYIOTb YKPaiHCbKI pob0oToAaBL CbOroAHI Ta AKY 3apnaaTy rotosi nAatnTH? - [epxasHa
cny»6a 3aiHaTocTi iHpopmye. URL: https://www.kmu.gov.ua/news/yakykh-pratsivnykiv-potrebuiut-ukrainski-
robotodavtsi-sohodni-ta-iaku-zarplatu-hotovi-platyty-derzhavna-sluzhba-zainiatosti
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based on a tfraining certificate and a certificate of residence during the
training period.

In addition, a government program called "Start in IT" was recently
launched, which provides payment for the cost of fraining for citizens who
have lost their jobs, are on furlough, unpaid leave, and people who wish to
acquire a new profession in the IT field?’. At the same fime, Ukraine needs
a more extensive reskilling program considering unprecedented
challenges in the job market.

In the Recovery Plan presented in 2022 in Lugano?, among national
projects, a reskiling program was mentioned, which involved creating a
public-private platform (marketplace) for the labor market that would help
address the main problems of the unemployed: finding a job/profession
that matches their skills or experience; understanding trends and forecasts
of labor market demand and supply; receiving personalized job vacancies;
reskilling into a different profession and potentially receiving state financial
support for retraining and education.

The private sector is investing in the development of the workforce (on-the-
job retraining and professional development), but the difference between
what educational institutions provide and what employers demand is
significant. Soft skills are highly valued by employers, but the education
system does not prioritize their development. The system needs to adapt to
the business demands and focus on professional skills that align with the
market's need:s.

Finally, a strategic economic development plan is hecessary to align the
education system with the economic goals. The education system needs
to be more flexible and diversified, with additional qualifications or training
courses for employees. Theoretical knowledge needs to be integrated with
practical experience and the peculiarities of business and societal relations
in Ukraine.

Overall, Ukraine needs to focus on improving the quality and relevance of
education at all levels, particularly in technical-vocational, higher, and
adult education. Efforts should be made to modernize infrastructure,
update teaching methods, enhance the qualifications of teachers, align

27 Ctapt 8 IT. URL: https://www.dcz.gov.ua/storinka/start-v-it
28 Recovery and Development Plan of Ukraine. URL: https://www.urc-international.com/urc2022-recovery-plan
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vocational training with labor market needs, and promote flexible and
innovative approaches in higher education. Additionally, the state should
address the low enrollment rates in adult education and develop
professional development programs that are responsive to evolving
employment sector requirements.
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Skills Needed for Future of the Ukrainian Workforce

Skills are at the core of the ability for Ukrainian private sector and
employees to prosper in an ever-changing world. The future of work will
vary depending on the education level and qualifications of people. The
demand for low-skilled jobs will progressively decrease, while some will
persist. Jobs that involve physical or manual, numerical, and customer
service skills are most at risk of being transformed or eliminated due to the
advancement of automation and intelligent systems. There is also
increased demand for STEM skills (science, technology, engineering,
mathematics) and interdisciplinary skill combinations, such as "hybrid skills",
"fransversal skills", and "inter-functional skills". The future of work will place a
higher value on professional expertise, research and foresight skills, as well
as the ability to perform sophisticated analysis and interpretation of
complex information and technological skills.

Results of the questionnaire survey of private sector employers in SMEs
conducted by Center for Applies Research in May 2023. Sample — 252
respondents.

What professional-functional competencies do you consider a
priority for upskilling your employees? (Multiple answer options may
be possible)

Analytical data processing 44.5%

e ganzaton - """
organization 43.2%
Negotiation skills 39.4%

Documentation management 36.8%

Foreign language proficiency 32.3%

Other

Contract negotiation
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What professional-technical competencies do you consider a priority
for improving the qualifications of your employees? (multiple answer
options possible)

Working with technical _
documentation
Working with tools
Other

What digital competencies do you consider a priority for improving
the qualifications of your employees? (multiple answer options

possible)
Working Wi’rhpl:::::(l:sli(c(::1 g;fice software
Working with databases
Working with CRM, ERP
Web technologies
Programming

Other 15.5%
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What communicative competencies do you consider a priority for
improving the qualifications of your employees? (multiple answer
options possible)

Ability to listen and argue 63.2%

Ability to conduct a dialogue 57.4%

Creating non-conflict situations 47.7%

Ability fo ask questions 42.6%

Clear oral and written
communication

40.6%

Other |75/

What personal and communication competencies do you consider a
priority for improving the qualifications of your employees? (multiple
answer options possible)

Responsibility 77.1%

Results orientation 72.6%

Teamwork 61.8%

Goal orientation 42.0%
Rt 000 a0
approach 42.0%
et 0 087
management) 40.8%
Time management 31.8%
Other 4.2%

MAY 2023
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Recommendations

1. Economic Recovery Strategy: To stimulate economic growth, it is

recommended to reduce the tax burden on small and medium-sized
businesses and simplify business regulation in Ukraine. This may include
implementing a "tax holiday" specifically for young entrepreneurs.
Additionally, reducing the burden on the Social Security Fund is
necessary due to high taxes leading to higher levels of salary
shadowing.

. Labor Market Deregulation: Continuing the deregulation of the labor

market and gradually moving away from Soviet legislation towards
EU standards can help decrease informal employment. There should
be a comprehensive labor law reform that considers the effects of
modernization on production, which usually involves dismissing
workers and increasing employee qualification requirements.

. Education and Workforce Development: The state's policy towards

technical and higher education should be geared towards
supporting and developing human resources for reconstruction and
innovative transformation in the national economy. The system for
preparing specialists should also be changed to shift from skill
requirements to professional standards based on competency. Dual
education should be implemented to prepare professionals for
specific  job positions.  Skills development and effective
implementation of the right and access to lifelong learning must be
an integral part in broader economic growth strategies and recovery
and resilience plans. Private-public partnerships for adult retraining
are essential.

. Workforce Data Analytics: Use modern approaches and technologies

to collect and analyze data on workforce skills across different sectors
and regions (their skills, abilities, experience, desire for professional
development, demographics, ftraining needs, development
opportunities). Talent intelligence platforms can use this information
to provide training and qualifications relevant to labor market needs.

. Refugee Policy: Adequate wage payment, safe working

environment, innovation, and high levels of state support (financial,
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housing, infrastructure development) will be needed to implement
the Ukrainian refugee return policy. It is essential to provide clear
instructions on where these people will be returning and what
opportunities they will have in Ukraine. Additionally, the longer people
stay abroad, the harder it will be to bring them back. Therefore, an
economic boom is necessary to encourage their return.

. Immigration Policy: In addition to encouraging Ukrainians to return

from abroad, it is recommended to fill gaps in the workforce by
attracting immigrants from other countries. Simplifying immigration
legislation is necessary. Foreigners face challenges with obtaining
work permits, foreign students have limited legal employment
opportunities and there is the obligation to establish significantly
higher wages for workers from other countries compared to the
average wage in Ukraine.

. Remote Workforce: Due to the shortage of human resources, it is

recommended to increase the geography of recruiting under remote
work conditions.

. Gender and Job Diversity: Reviewing gender stereotypes in male-

dominated professions and hiring more women can provide a fresh
perspective to the labor market. Additionally, implementing
programs to enhance the skills of current employees is necessary.

. Employment of Veterans and People with Disabilities: Programs to

help veterans and people with disabilities find employment should be
implemented.
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