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Abstract

This article focuses on the problems of the Ukrainian economy and its regional labour markets in the context of full-
scale war. The main challenges to regional development in the short and long term are identified, and the critical
trends in the social stability and labour supply and demand in the regions of Ukraine in the prewar period and dur-
ing the war are characterized. The authors analyse the level of balance in regional labour markets and identify the
main risks and threats to their functioning and development in the context of destabilization processes. The article
outlines the prospects and priorities of the state policy of stabilizing the functioning and ensuring the development
of regional labour markets in Ukraine.
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Introduction

Russia’s military aggression has caused a deep sociohumanitarian crisis in Ukraine, which has
exacerbated existing challenges and generated new risks and threats for the country. Destabilizing
processes have affected almost all sectors and regions. From the territorial point of view, the econ-
omy of the eastern oblasts of Ukraine has undergone significant destructive changes (the largest
steel mills in Mariupol, the coke plant in Avdiyivka, the Azot Company in Syevyerodonetsk, and
other enterprises have been destroyed), although the consequences of the war in western Ukraine
have been much smaller. Among the various sectors of the real economy, industry has suffered the
most. For example, Russian missiles have destroyed all the major oil refineries, but the information

! This article is prepared in the framework of applied research “Labor market transformation in the Carpathian
region of Ukraine in the prospects for the post-war recovery” (No 0124U000984, Dolishniy Institute of Regional
Research of National Academy of Sciences of Ukraine, 2024-2026).
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and technology (IT) industry remains largely intact, with the number of vacancies in the IT industry
being roughly the same as before the war. The uneven impact of the current conflict has increased
territorial and sectoral imbalances in Ukraine and reinforced prewar structural imbalances in vari-
ous resource markets, including the domestic labour market.

The full-scale war in Ukraine has revealed a whole range of challenges and threats to the eco-
nomic security of the state, which have been described in the academic studies of Cheromukhina
(2022), Lupak et al. (2022), Mulska et al. (2022), Pham et al. (2023), and Vasyltsiv et al. (2023),
among others. These and other studies have sought to develop new tools for regulating the labour
market under the critically difficult conditions of war, characterized by mass migration (Petryshyn,
2023; Pyshchulina and Markevych, 2022; Vasyltsiv et al., 2022b; Vinnykova and Zaporozhchenko,
2023) and employment-related challenges, including extensive job losses, pervasive unemploy-
ment, difficulties finding employment—especially for young people (Boyko, 2022; Hrynkevych et al.,
2023), new personnel requirements and changes in the employment structure (Berezovska, 2022;
Zhyriy, 2022), and heightened regional dispatrities in the distribution of the labour force (Kravchuk
etal., 2023).

Currently, researchers are actively involved in forecasting and planning changes in the Ukrainian
labour market (Filatov, 2022; Shevchuk et al., 2023) and improving institutional support for the func-
tioning and development of the domestic labour market under the present challenging conditions
(Anastasia et al., 2023; Voznyak et al., 2023).

Labour market stability in Ukraine became heavily dependent on globalization trends. In particu-
lar, it had become dependent on the increasing influence of digital technologies, which promotes
social and labour mobility (Levytska, 2022; Vasyltsiv et al., 2022a; llliashenko et al., 2023); on
the innovative and technological progress of developed economies, which attracts creative work-
ers (Lyashenko and Pidorycheva, 2019; llyash et al., 2022; Danik et al., 2023); and on proactive
immigration policies in European countries aimed at attracting young and highly skilled workers
(Kohlenberger et al., 2023; Rumiantsev et al., 2023).

The country’s current labour market is heterogenous, and the specific conditions and problems
of various regions differ significantly; this situation requires new, thorough research to identify spatial
disparities and justify the state policies, including those at the regional level, adopted to regulate them.

This study aimed to identify the particular imbalances and risks of the development of regional
labour markets in Ukraine in the context of full-scale war and the destabilization processes caused
by said war.

Data and methods

The information and analytical foundations of the study include official statistics of the State
Employment Service of Ukraine and the State Statistics Service of Ukraine, as well as the assess-
ments of experts and policymakers regarding the impact of current security challenges and threats
associated with full-scale war on the development of the Ukrainian labour market. To assess the
scale and dynamics of these processes, the methods of structural and temporal analysis of the
parameters of regional labour markets were adopted for studying, in particular, labour supply and
demand. The level of balance of the mentioned markets was also studied, with a focus on the reg-
istered segment of the workforce. The aggregate labour market balance index was calculated as
the ratio of the number of occupied and vacant jobs to the total labour force (economically active
population). The registered labour market balance index was calculated as the ratio of the number
of vacancies to the number of registered unemployed individuals. The main data limits relate to
the lack of statistical information on the economic activity of the population of the country and its
regions in 2022 and early 2023.
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Results and discussion

Regional challenges and threats in the face of destabilization

The key challenges for Ukraine’s regions in the short term include, first and foremost, growing
imbalances in regional labour markets due to job cuts, growing unemployment, increased social
vulnerability (precarization), reduced labour and employment security, and a narrowing of regions’
labour capacity due to the loss of human resources. The western regions of Ukraine, the border
ones especially, have always been characterized by a relatively high intensity of migration activity,
which is one of the decisive factors in the emergence of the abovementioned imbalances. A signifi-
cant gap exists between the labour demand in the regional labour markets and the available supply
of labour. For example, almost 290 vacancies for seamstresses (tailors, cutters) were available in
Lvivska oblast in 2021 (Roy, 2021), while 10 educational institutions in the region (including 2 in
Lviv) train such specialists. The reason for the numerous vacancies despite a seemingly robust
training regime in the region is migration to Poland, which offers higher wages, a comprehensive
social benefits package, better working conditions, and other benefits. Other European Union (EU)
countries are also attractive for migration. For example, since 2020, Germany has significantly soft-
ened its laws on the employment of workers from outside the EU, the Czech Republic has doubled
its quotas for Ukrainian workers, and Poland continues to lift restrictions to facilitate access to its
labour markets and educational services for Ukrainian migrants.

As for long-term challenges, integration into the European economic space remains a crucial
task for Ukraine as a whole and for its regions in particular. One of the ways to realize this agenda
is to increase the competitiveness of the domestic labour market and strengthen the convergence
of the labour markets of Ukraine and the EU within the framework of the European integration
policy, while offsetting the consequences of the Russian military invasion of Ukraine. The regions
bordering the EU can become drivers of these processes. A unique aspect of border areas is that
they form formal and informal cross-border systems in trade, logistics, migration, culture, and other
activities. Inequalities in socioeconomic development are most pronounced in border areas, but,
at the same time, processes of convergence can be achieved faster in such areas. Balancing the
uneven development of the country’s regions has always been a priority of the Ukrainian govern-
ment, but the mechanisms for achieving such balance have varied depending on the factors and
conditions identified as influencing the emergence of interregional inequalities.

Despite having some promising aspects, the intensification of external migration processes in
Ukraine along with the entry into a single European market may threaten the economic security
of the state due to the loss of a significant part of the labour force, with a consequent reduction in
labour potential. Thus, threats to the progressive economic development of Ukraine and its regions
because of increased migration flows to the EU make it necessary to focus on migration security
as an important component of economic security. Poland offers a striking example of the difficulties
that accompany migration: after accession to the EU in 2004, Poland became the largest Central
and Eastern Europe sending country. In the period of 2004—-2020, more than 2.2 million Poles left
their homeland, with one-third of those possessing university-level education. The postaccession
migration flows from Poland predominantly comprised young adults aged 19-34 (mostly to the
United Kingdom and Ireland; Grabowska et al., 2023). The increased migration activity of young
people is an urgent challenge for Ukraine as well, and Poland is among the main destinations for
Ukrainian migrants.

Ukraine’s regional development in the face of the current processes of destabilization is ac-
companied by a number of threats, which include, in particular, continuing depopulation, significant
migration losses (in the western oblasts due to their proximity to the EU, in the southeastern and
northern regions due to hostilities or the threat of such actions, and in the case of Volynska oblast,
both factors at the same time), imbalances in the domestic labour markets (increased unemploy-
ment due to forced migration, downsizing, relocation of enterprises, etc.), and the increased bur-
den on the social infrastructure and social protection system of the regions receiving the majority
of internally displaced persons (IDPs). Thus, among the western oblasts, the majority of IDPs
have settled in Lvivska and Zakarpatska oblasts, with the highest number of IDPs arriving in April
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2022 (630,000 and 390,000, respectively; Hema, 2022; Mukachevo.net, 2022). The degree of the
economic burden of forced migration in these regions is much higher than in other oblasts of the
Carpathian region: In Zakarpatska oblast, the ratio is 806 IDPs per 1,000 employed persons, and
in Lvivska oblast, the ratio is 612 IDPs per 1,000 employed persons (as of late April 2022). The
total burden on the local population is difficult to determine objectively due to the lack of data on the
regional populations for 2022.

Despite the lack of ‘hard’ statistics, it is safe to say that there is a long-lasting demographic crisis
in Ukraine, which has been exacerbated by the war. As of 1 February 2022, the State Statistics
Service of Ukraine estimated the country’s population to be approximately 41.1 million people
(excluding the temporarily occupied territory of the Autonomous Republic of Crimea (ARC); State
Statistics Service of Ukraine, 2023b). Since 24 February 2022, more than 8 million people have
moved abroad. This is a very large loss of human resources and labour capacity from the country,
which is equivalent in scale to the losses caused by the Holodomor of 1932-1933. Subsequent
to these losses, the population of Ukraine today stands at about 33.1 million people (35.4 million
together with the ARC).

Until 2022, depopulation had already been occurring in almost all regions, especially the border
areas. Among the border areas, Lvivska oblast exhibited an average annual rate of population
decline of 0.8% (about 12,000 individuals per year) in the last 5 years of the prewar period. In this
region, the depopulation rate has been relatively high due to vigorous migration activity (mainly to
Poland), and the level of natural population growth has been lower than in other western oblasts;
in 2021, the birth and death rates in Lvivska oblast were 8%. and 16%., respectively, while in the
neighbouring Volynska and Zakarpatska oblasts, they were 10%. and 15%., respectively, for each
oblast. In Ukraine overall, there were 190 deaths per 70 births in 2021 (State Statistics Service of
Ukraine, 2022). It is impossible to compensate for the losses only by natural factors (i.e., increased
birth rate and decreased mortality). In addition, Ukraine has a relatively old population, which ob-
jectively is more prone to death. Therefore, to improve on this demographic situation, migration
remains the key factor for attracting people from other countries to live and work in Ukraine.

Changes in parameters of regional labour markets in the prewar period and during the war

The processes of depopulation (both due to natural causes and migration) have an extremely
negative impact on the development of regional labour markets, as they cause the following prob-
lems:
 the deterioration of the sociodemographic structure and a reduction of the share of the economi-

cally active population in regions of the country (in 2021, the smallest share was observed in

Volynska oblast, at 55.5% of the total population aged 15-70, and the highest was in Kyiv, at

66.3%);

» a decrease in the employment rate of the population in oblasts, which in 2021 ranged from

48.5% to 61.6% (in Volynska oblast and Kyiv, respectively);

» dysfunctions and imbalances in regional labour markets, exacerbated by migration and a de-
cline in economic activity; and

e reduced social protection accompanied by increased social vulnerability in the regions as a re-
sult of inefficient labour markets and significant illegalization of employment, thus depriving
those employed under such conditions of legal wages, quality social guarantees, and insurance
records (in 2021, the highest level of informal employment was observed in Rivhenska and

Chernivetska oblasts, at 44.8% each, and the lowest was in Kyivska oblast, at 6.8%).

The European Employment Strategy declares that the rate of 70% is the social benchmark
for the level of employment in European countries, with the simultaneous requirement of annual
growth of 1.5% (Petrova & Blyzniuk, 2018). The state of the labour market in Ukraine and its re-
gions confirms the signs of employment stagnation and a lack of jobs. Ensuring decent work is
possible by aligning the vectors of economic development (taking into account the innovation com-
ponent) and labour market development to create jobs in competitive investment-intensive sectors
of the economy.
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Transformations of the parameters of regional labour markets in the prewar period (before the
full-scale invasion) and during the war, in particular during 2020-2023, are summarized in Tables 1,

2,and 3.

Table 1. Absolute value indicators of the registered labour market in the regions of Ukraine in 2020-2023 (in
terms of labour supply)

Registered unemployed,
thous. persons

Unemployed recruited
by employment centres,

thous. persons

Unemployed who underwent
training (incl. in vocational
education centres), thous.

Oblasts persons

Before the war War time t?'nif\?vl:r War time tﬁzf\cl’vfr War time

2020 2021 2022 | 2023 | 2020 | 2021 | 2022 | 2023 | 2020 | 2021 | 2022 | 2023
Ukraine 1,247.2 | 1,191.0 | 867.6 | 483.2 | 384.5 | 404.8 | 248.8 | 160.1 | 141.8 | 138.9 | 755 | 525
Vinnytska 65.6 62.9 | 46.3 22.7 20.8 21.9 15.9 7.9 6.3 7.8 3.1 2.6
Volynska 34.0 332 | 234 13.6 10.0 10.8 7.5 4.9 4.0 3.8 3.1 1.8
Dnipropetrovska 104.4 96.1 | 80.5 455 38.0 40.5 30.3 22.4 12.5 11.7 8.1 4.3
Donetska 49.7 50.2 | 264 17.3 17.1 20.1 6.6 7.0 9.3 9.5 2.4 5.6
Zhytomyrska 47.0 455 | 36.7 23.4 14.0 15.9 11.2 8.6 5.0 4.6 2.6 1.6
Zakarpatska 21.9 216 | 175 10.0 6.2 7.5 5.7 3.6 0.8 1.5 0.9 0.7
Zaporizka 65.9 58,5 | 39.1 20.2 20.6 20.6 6.9 2.7 1.8 14 0.3 0.1
Ivano-Frankivska 36.6 36.3 | 25.3 16.5 11.7 14.2 10.2 7.9 8.3 8.5 5.7 3.9
Kyivska 49.7 46.8 | 429 26.0 15.8 16.0 12.3 8.4 3.1 2.0 15 11
Kirovohradska 48.1 472 | 32.8 16.3 12.9 15.1 9.3 4.9 3.0 4.0 3.0 1.6
Luhanska 25.3 26.2 | 10.2 4.5 9.4 1.1 19 0.4 2.8 34 0.8 0.3
Lvivska 68.7 70.4 | 41.6 23.9 17.8 21.0 134 10.7 7.4 7.1 4.2 4.3
Mykolaivska 47.7 456 | 36.6 21.6 13.2 14.6 7.5 4.7 6.1 55 1.2 1.4
Odeska 51.1 489 | 37.9 22.0 154 15.0 10.6 5.5 7.7 7.7 5.8 2.4
Poltavska 70.9 64.2 | 48.7 24.0 20.9 20.0 14.3 7.6 8.3 6.9 5.5 35
Rivnenska 40.6 39.6 | 30.9 19.9 13.3 14.4 11.7 9.3 8.9 8.5 6.7 5.6
Sumska 49.7 436 | 36.6 235 15.1 14.3 10.0 6.9 6.5 5.9 3.7 17
Ternopilska 32.1 314 | 21.7 10.1 9.7 10.0 7.0 3.3 3.3 4.1 2.4 1.1
Kharkivska 90.4 85.7 | 54.3 33.9 30.5 30.7 11.0 8.9 17.9 16.4 4.2 4.4
Khersonska 35.4 34.4 | 15.6 9.0 11.1 11.1 1.9 0.5 4.7 4.8 1.7 0.1
Khmelnytska 43.9 41.4 | 31.2 14.4 13.7 13.2 10.0 4.3 5.2 5.1 3.6 1.8
Cherkaska 57.6 54.8 | 40.1 19.5 17.4 18.1 12.6 6.1 3.5 2.3 1.1 0.7
Chernivetska 20.5 20.2 | 15.0 8.1 55 5.4 5.0 3.2 0.9 15 1.1 0.7
Chernihivska 38.1 35.7 | 29.7 17.2 11.8 11.3 8.1 5.4 3.9 4.1 2.6 0.9
Kyiv, the city 52.2 50.6 | 46.7 20.2 12.7 12.1 8.1 5.2 0.5 0.9 0.3 0.3

Source: State Employment Service of Ukraine (2023)
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Table 2. Relative value indicators of the registered labour market in the regions of Ukraine in 2020-2023 (in terms
of labour supply)

Registerec! unemploymen? rate Unemployed recruited by Ut:;r:i‘::;)(’ﬁilv'v ir:'novl:::::l:\r’::t
for working age population employment centres, % of education centres), % of total
(15-64 years), % total registered unemployment .
Oblasts registered unemployment
t?\if\(l’vfr War time t?lzf\(l)vI:r War time t?lzf\(l)vfr War time

2020 2021 2022 | 2023 2020 2021 2022 2023 2020 2021 | 2022 2023
Ukraine 4.4 4.3 3.1 1.7 30.8 34.0 28.7 33.1 11.4 11.7 8.7 10.9
Vinnytska 6.4 6.2 4.6 2.3 31.6 34.8 34.3 34.8 9.5 12.5 6.6 11.6
Volynska 4.9 4.8 34 2.0 29.4 324 32.0 36.2 11.7 11.4 13.3 13.3
Dnipropetrovska 4.9 4.6 3.9 2.2 36.4 42.1 37.6 49.2 12.0 12.2 10.0 9.4
Donetska 1.8 1.9 1.0 0.6 34.4 40.1 25.1 40.4 18.8 18.9 9.2 324
Zhytomyrska 5.8 5.7 4.6 3.0 29.7 34.9 30.5 36.7 10.7 10.1 7.2 6.8
Zakarpatska 2.6 2.5 2.1 1.2 28.1 34.8 32.5 36.2 3.7 6.9 5.3 6.8
Zaporizka 5.8 5.2 3.5 1.8 31.2 35.2 17.7 13.2 2.8 2.4 0.8 0.7
Ivano-Frankivska 3.9 3.9 2.7 1.8 31.9 39.1 40.3 47.9 22.7 233 22.4 23.8
Kyivska 4.2 3.9 3.6 2.2 31.8 34.2 28.7 32.1 6.3 4.4 3.5 4.3
Kirovohradska 7.8 7.8 5.5 2.7 26.8 31.9 28.3 29.7 6.1 8.5 9.2 9.6
Luhanska 1.8 1.9 0.7 0.3 37.1 42.2 18.8 8.5 10.9 12.8 8.1 6.7
Lvivska 4.0 4.1 25 1.4 26.0 29.8 32.2 44.6 10.8 10.0 10.2 18.0
Mykolaivska 6.3 6.1 5.0 29 27.7 32.1 20.6 21.8 12.8 12.0 3.2 6.4
Odeska 3.2 3.1 2.4 1.4 30.2 30.7 27.9 24.9 15.1 15.8 15.2 10.8
Poltavska 7.6 7.0 5.3 2.6 29.4 31.1 29.3 31.6 11.7 10.7 11.2 14.5
Rivnenska 5.3 5.2 4.0 2.6 32.7 36.3 37.8 46.9 21.9 215 215 28.0
Sumska 6.8 6.1 5.2 3.3 30.3 329 27.3 29.4 13.0 13.4 10.1 7.3
Ternopilska 45 4.5 3.1 1.4 30.1 31.9 32.0 32.9 10.3 13.2 11.2 11.1
Kharkivska 5.0 4.7 3.0 1.9 33.7 35.8 20.3 26.3 19.8 191 7.8 13.0
Khersonska 51 5.0 23 1.3 315 32.2 12.4 5.6 13.3 13.9 10.7 1.0
Khmelnytska 5.2 5.0 3.8 1.8 31.2 32.0 31.9 29.9 11.8 124 11.4 12.3
Cherkaska 7.2 7.0 5.2 2.5 30.2 33.0 31.4 31.2 6.0 4.3 2.8 3.7
Chernivetska 3.3 3.3 2.5 13 27.1 26.9 33.2 39.3 4.5 7.4 7.0 8.9
Chernihivska 5.8 55 4.7 2.7 31.0 31.7 27.2 311 10.2 11.4 8.7 5.5
Kyiv, the city 2.6 2.6 24 1.0 24.3 23.8 17.3 25.9 1.0 1.8 0.7 14

Source: State Employment Service of Ukraine (2023)

The reasons for low registered unemployment in Ukraine during the war (3.1% in 2022 and 1.7%
in 2023) are related to the following factors: (1) forced migration from the country (affecting, ac-
cording to ILO estimates, 8 million people, of whom 2.75 million are of working age; lvanov, 2022);
(2) men avoiding applying to the State Employment Service of Ukraine due to the requirement to
provide documents from the military registration and conscription office for unemployment registra-
tion; (3) shortening of the period of payment of unemployment benefits to 90 days for the period of
martial law, which demotivates individuals from registering the status of unemployed (according to
the State Employment Service of Ukraine, in 2023, a total of 664,572 people in the country received
assistance, which is 68% less than in 2021; State Employment Service of Ukraine, 2023); and
(4) shadow employment as an alternative social guarantee (in the last few years before the war, the
share of informal employment in the domestic economy ranged from 19% to 20%, but since 2022,
this figure has increased significantly). Thus, the decline in the registered unemployment rate does
not indicate an improvement in the labour market in Ukraine and its regions, as the number of
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vacancies has halved compared to the prewar period; rather, it illustrates the difficult conditions
under which society is living.

Table 3. Indicators of the registered labour market in the regions of Ukraine in 2020-2023 (in terms of labour
demand)

Number of vac.ancies, Load per 1 vacancy, persons Average salary in vacancies,
thous. units EUR
Oblasts t?\if\?vfr War time t?lzf\(l)vI:r War time tizf‘?v':_ War time

2020 2021 2022 | 2023 2020 2021 2022 2023 2020 2021 | 2022 2023

Ukraine 829.7 | 705.8 | 396.3 | 329.4 15 1.7 2.2 15 | 2441 | 2826 |294.4 | 290.1
Vinnytska 40.4 30.5 19.6 14.4 1.6 2.1 2.4 1.6 |228.8 | 239.7 | 257.6 | 223.0
Volynska 27.0 24.9 16.6 15.0 1.3 13 1.4 0.9 | 234.8 | 259.5 | 255.9 | 249.1
Dnipropetrovska 69.6 61.7 40.0 29.5 15 1.6 2.0 1.5 | 234.4 | 285.7 | 298.0 | 292.7
Donetska 27.8 28.8 10.5 1.1 1.8 1.7 25 16 | 251.0 | 256.3 | 362.6 | 264.5
Zhytomyrska 39.2 29.2 16.8 14.4 1.2 1.6 2.2 1.6 |221.7 | 255.2 | 275.0 | 252.2
Zakarpatska 16.4 12.7 8.4 6.1 1.3 1.7 2.1 1.6 | 220.7 | 250.6 | 279.2 | 240.9
Zaporizka 33.6 255 8.9 4.6 2.0 2.3 4.4 4.4 | 226.5 | 266.1 | 299.4 | 271.8
Ivano-Frankivska | 27.6 21.9 14.9 145 13 1.7 17 1.1 |188.4 | 252.7 | 237.3 | 256.4
Kyivska 36.3 32.3 19.2 17.3 1.4 1.4 2.2 1.5 | 2753 | 306.4 | 310.9 | 302.6
Kirovohradska 24.3 22.6 14.3 9.7 2.0 2.1 2.3 1.7 | 226.9 | 276.9 | 304.6 | 270.9
Luhanska 19.6 18.3 1.8 0.0 1.3 1.4 5.6 ... | 209.4 | 253.3 ... | 185.7
Lvivska 47.3 43.2 29.0 33.9 15 1.6 14 0.7 |276.7 | 283.1 | 310.1 | 336.3
Mykolaivska 24.1 20.1 9.2 7.5 2.0 2.3 4.0 29 | 227.8 | 278.3 | 299.3 | 264.3
Odeska 30.6 31.2 21.0 14.8 1.7 1.6 1.8 1.5 | 2344 | 2589 | 297.3 | 263.9
Poltavska 46.0 30.3 21.2 15.7 15 2.1 2.3 15 | 237.3 | 277.7 | 275.2 | 260.1
Rivnenska 33.9 26.9 17.0 14.2 1.2 15 1.8 14 | 2034 | 2554 | 263.7 | 241.0
Sumska 25.0 22.4 14.6 11.9 2.0 1.9 2.5 2.0 | 2231 | 271.4 | 273.2 | 230.3
Ternopilska 22.1 14.6 10.2 11.0 1.5 2.1 2.1 0.9 | 233.6 | 251.0 | 274.0 | 269.4
Kharkivska 63.0 50.7 18.3 17.2 1.4 1.7 3.0 2.0 | 218.6 | 262.2 | 275.7 | 249.9
Khersonska 17.6 15.8 24 11 2.0 2.2 6.6 8.5 |2223 | 2429 |322.2 | 350.6
Khmelnytska 28.2 27.4 18.4 13.1 1.6 15 1.7 1.1 | 229.6 | 248.4 | 266.3 | 323.3
Cherkaska 30.4 26.9 16.9 11.0 1.9 2.0 2.4 1.8 | 233.7 | 278.0 | 298.7 | 292.8
Chernivetska 10.9 9.8 8.7 6.4 1.9 2.1 1.7 1.3 | 221.3 | 265.1 | 278.2 | 261.1
Chernihivska 21.4 16.0 9.8 8.4 1.8 2.2 3.0 2.0 |224.1 | 254.2 | 289.7 |248.6
Kyiv, the city 67.3 62.2 28.7 26.6 0.8 0.8 1.6 0.8 |277.3 | 331.0 | 319.2 | 347.0

Source: State Employment Service of Ukraine (2023)

In the face of the general upheavals caused by the current ongoing hostilities, the labour resource
capacity of the country and its regions is shrinking, and the competitiveness of the labour force is
weakening due to the deterioration of its quality parameters. This is partly explained by the quality
of training and the degree of interaction between the education system and the labour market. Both
the qualifications of the potential labour force and the demand for specialists are suffering due to
insufficient flexibility and mobility of educational institutions, a lack of dialogue with employers, and
insufficient practical training of future personnel in favour of theory-based education. Therefore, the
situation is one in which there are many educational institutions (including many small, narrowly
focused ones) that are constantly recruiting applicants, but then, these applicants do not get jobs
in their specialty after graduation (especially graduates of higher education institutions) because
the local market is overcrowded with graduates of previous years. At one time, until 2016, the state
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statistics authorities published a very important indicator, namely the share of graduates of state
higher education institutions who got jobs. In 2010, 27.8% of all graduates (182,000 people) re-
ceived job offers, but in 2016, the number had fallen to only 17.6% (68,000 people; State Statistics
Service of Ukraine, 2023a).

As a result, there is a tendency for deskilling or so-called ‘professional downshifting’, evident
in 34% of university graduates being employed in work not only related to their specialization but
also not requiring higher education at all. In the case of vocational education centre graduates, the
share of those employed in another specialty is approximately 20%.

Another problem with the quality of training is the practice of following trends and opening popu-
lar specialties that are completely unrelated to the profile and educational capabilities of the par-
ticular educational institution—for example, training economists in a medical school. The result is
an uncompetitive labour pool that joins the ranks of the unemployed, unbalancing the market or be-
coming a migration resource for other countries. Therefore, a system of monitoring and controlling
the quality of education, optimizing the network of educational institutions, and establishing a dia-
logue between the educational system and employers to link supply and demand are important.

One way to achieve these goals is to create an integrated public database of the employment of
graduates of higher education and vocational training institutions as part of the system of monitor-
ing the quality of education at the national level, with further scaling of the database to the regions.

The mechanism for creating such a database includes the use of the electronic administrative
databases of the Ministry of Education and Science of Ukraine (Unified State Electronic Database
on Education), the Pension Fund (Register of Insured Persons), the State Fiscal Service, and the
State Employment Service to create an integrated state database of the professional development
of graduates. The implementation of the initiative should result in the creation of objective admin-
istrative, statistical, and analytical data sets on the employment of graduates of higher education
and vocational training institutions of Ukraine, and the data can serve as a basis for making various
management decisions—in particular, decisions to improve youth employment and reduce migra-
tion losses.

The 2025 Strategy of the State Migration Policy of Ukraine identifies the following key problem:

[T]he emigration of highly qualified specialists and young people, including as a result of non-
return to the homeland after receiving education abroad, which is growing due to the policy of
a number of states to attract highly qualified immigrants, young professionals from among foreign
students (in particular, Poland, Germany, Czechia, and Slovakia); in turn, Ukraine’s loss of such
categories of workers affects the age and educational and qualification structure of the labour force
and slows down economic growth.

Accordingly, with the outbreak of the full-scale war, this situation has only worsened, which
means the prospect of prolonged employment stagnation, spatial disintegration of the labour mar-
ket, and a decrease in economic competitiveness.

Balance of regional labour markets in Ukraine and levers to regulate their
development

Through the analysis of regional aggregate demand (vacant and occupied jobs) and aggregate
supply (economically active population), it is possible to assess the level of balance in the domestic
labour market in retrospect (for 2008, 2014, and 2021) and the registered labour market balance
index in the prewar period and in 2023 (Figure 1).

According to the results of the research, the aggregate labour market of the regions of Ukraine
is out of balance, with the values of the balance indices in different years ranging from 0.84 to 0.99.
This means that a part of the aggregate labour supply is not involved in economic activity, thus
contributing to the unemployment rate.

Moreover, the registered labour market is even less balanced, as it depends on the number of
vacancies declared by employers and the number of registered unemployed persons. Traditionally,
Kyiv is characterized by the most balanced situation in regard to the registered labour market, which
is explained by a low level of official unemployment and a large number of vacancies (compared
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to other regions). In 2008, the balance index in Kyiv was 2.5 (labour shortage market condition),
whereas in 2021, due to a threefold reduction in the number of vacancies, the registered market

reached equilibrium (the balance index was 1), which was disturbed in 2023 (0.63). The situation in

regard to the registered labour market in other regions was characterized by significant imbalances

between labour supply and demand—in particular, by a labour surplus structure.

index

2008

thousand UAH
per capita

- 0,99
- 0,98
- 0,97
- 0,96
- 0,95
- 0,94

- 0,92
0,91

160 ®

960 @

960 @

@+ 0,93

4
v6'0 ®

0o
—1
160 @]
26'0[@ |
26'0 8|
Z26'00@ |
ve'0o® [ |
z6'ae |
260 @ |

€6'0 €|
€6'0 @€ |
—/
z6'0e |
26'0 e |
Z6i0® |
€6'0@ |
Z60 e |
—

¥6'0 @ |
s60® [ |
v6'0 O |
—
seo® [ |
v6'0 @ |
ve'oe[ |
TN I —
S N —

o
o
=)
@

120,0

100,0 -

80,0
60,0
40,0 -
20,0 -
0,0

ENSEVVIEV]e)
Bysiediexez
eys|idoula |
BYSuosIayd|
)SsIAWoIAYZ
ENSUTIETNY
BYSIAUUIA
BY)SUAIOA
BYSUBUAIY
eysAlyluIsyd
BYswns

odv
BYSpRIYOAOIIY
BYSAD|URIH-OUBA|
eyse)ayd
BYSAIAT
B)SAR|ONAIN
A9 jodoisenas
eysueyn
BYSAIRY
auren|n
BYSapO
BYSADIRYM
BYSAB)0d
eyziiodez

NS Eo]g]
»jsnonadoidiug
Ao AR

thousand UAH index

per capita

83888838
o O O O o o o o
680 @ [ edsueyn?
160 ® | ejs1eAulayd
160 ® | ejsredieyez
06'0 @ [ ] eysuosiayy
680 ® [ | eyspdousa L
68'0 ® [ | eysiAwoifyz
060 ® [ | ejSukjon
06'0 ® [ | ©fSusauAly
16'0 ® | eysikujawyyl
680 @ [ | &jsiauoQ
16’0 @ [ | &jswns
680 ® | eJsAalyuiayd
06'0 ® | e1SiAuuIn
Z6'0 @ [ B{SADURIH-0OURA|
160 @ [ | edsARIONAIN
26'0 ® [ | ©ISNAT
060 ® | eqsexquayd
680 ® [ | espeiyonoiy
v6'0 ® [ | ®isepo
Z6'0 @ | ©ejsApey
26'0 ® [ | ejzuodez
T6'0 ® [ surenn
26’0 @ [I—> SV
68'0 @ [ | ®jsAe)od
260 @ | eysnonadoidiug
v6'0"® A19 AIAY
© o 9o 9o 9o o9
o o o o o o
2 & 8 § °

index

2021

thousand UAH
per capita

- 1,00
- 0,98
- 0,96
- 0,94
- 0,92
- 0,86
- 0,84

0,82

Py

S

° f 0,90
3 . 088
o
f00

Hiiin

eysiediexez
©YSI9AILIBYD
eysueyn
BYSuUauny
BYSU0SIaUD
BYSA{URI4-0URA|
eysjidousa |
B)swns
BYSUAIOA

By SIAW0IkyZ
NS VUETINY
BYSADR UM
B)SAIyIUIBYD
BYSIAUUIA
ByseyIayd
B)SpeIyoAoIIy
BYSAIRIONAIN
»jzuodez
©YSapO
BYSAINT
aurenn
eysnosnadoidiug
Bys1auoq
BSAAY

B SAR)0d

Auo NAY

® aggregate labor market balance index

[1 aggregate labor productivity



Taras G. Vasyltsiv, Olha O. Levytska, Olha P. Mulska, Ruslan L. Lupak, Iryna R. Bodnar

48

index

- 1,20
- 1,00

2008

%

oo‘te

NSEVNIIE o)
eysiedriexez
eys|idoula |
BYSuosIayy|
BysIAW0IAYZ
BySIAUlDWIYD]
BYSIAUUIA
B)SUAIOA

5| eysusunly

BYSAIYILIBYD
Byswns

odv
©YSPRIYONOIIY
BYSAI{URI4-0URA|
eyseylayd
BYSAIAT
BYSARIONAIN
Ao jodosenss
eysueyn
BYSAIAY
aurenn
BeYsapO
eYSABRY
B)sAe)|od
eyziodez

1 ©)slauod

Bysnonadoidiug
Ao AR

2014

Ao AR
B)sjauog

) eysueynT

BYSAIAY

BYswns
BYSADjURIH-OURA|
Bys1anuIayD

ey sjidousa |
BYSAIYIUIBYD
eysAe)od

Y SUBUALY
B)SAR|OMAN

) exsikuwyy

©ySIAW01AyZ
BYSAIAT
BeYSpPeIYOAOIIY
auren|n

| exqzilodez

eYSuoSIaYM
BYSUA|OA
eysnonadoidiug
eysexIayD

By Sredieyez
eYSIAUUIA
BYSapO
BYSADLRYY

2021

_

A0 NAYY
BYS1I9AIUIBYD
BYSAINT
BYSapO
B)SAR)0d
B)SAIlYIUIBYD
eys|idousa |
©)SPeIYoAOI
eys1Auw Y
BYSAIR|0N AN
BYsuosIay
eYSUAloON
BsWns
eyseyayD
aurenn
BYSNAY
wyjsiediexez
eys1AUUIN

B SIAW0AYZ
ejziodez
BYSADL UM
BYSUBUAY
BYSAURI4-0URA|
Bys1auoq
eysaonadoidiug
Bysueyn

©® registered labor market balance index

%

[] employment of the unemployed,



Studia Regionalne i Lokalne 3(97) 49

% 2023 ~ index
© ™
60 - = ©- 0,70
[ ] o
50 - ®L 0,60
M - 0,50
40 o
- 0,40
30 -~
- 0,30
20 -
b= I o - 0,20
1oaE E = - 0,10
o - Q 0,00
R R R e B I =
X ¥ ¥ ¥ X X X X X X X C X X X X X X X X X X X X X =
i O O R O O R O
S82z0zgz228s5xfE555 2822835 ¢82
£ E5E§ccxsa9€EESLDy S 02 = o= =453 2>
S o S > 8 @ O = @ U)>Low-Cch c X
JeofgcecNesSS S X EeEQ g0 @
S LEx 27 < © T2 3R < £
s o} N N Y = O O
2 g S
e
[] employment of the unemployed, % ® registered labor market balance index

Figure 1. Dynamics of regional labour market balance indices in Ukraine (2008, 2014, 2021, and 2023) against
the background of changes in labour productivity and employment in the regions

Note: 1) Aggregate labour market balance index characterizes the ratio of the number of occupied and vacant jobs to the size of
the labour force (economically active population), coefficient. 2) Registered labour market balance index is calculated as the ratio
of the number of vacant jobs to the number of registered unemployed persons (coefficient). 3) Aggregate labour productivity is
calculated as the ratio of gross value added produced in the region to the number of employed aged 15-70 (thousand Ukrainian
hryvnias per capita). 4) Employment of the unemployed rate is the share of persons recruited by employment centres in the total
number of registered unemployment (%).

Source: calculated by authors.
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Figure 2. Methodological asymmetries in the development and growth of the labour market

Source: developed by authors.

It is worth noting that there are three types of labour-surplus regions: (1) regions with lagging
socioeconomic development and intensive demographic growth; (2) depressed regions, where the
number of jobs stabilizes or decreases as a result of stagnation in the areas of specialization due to
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the exhaustion of raw materials or poor competitiveness of manufactured products; and (3) regions
with a deformed economic structure or with monopolistic enterprises or certain dominant industries
in the labour market, which results in an imbalance of demographic or qualification characteristics.

The etymological and methodological asymmetries of the labour market provide a basis for the
generalization of the substantive characteristics of these similar (but not identical) processes and,
consequently, for the further development of the methodological and applied foundations of more
efficient state regulation (Figure 2).

Therefore, when formulating the foundations of regional economic policy in the field of labour
development, one should strategically focus not so much on improving specific macroeconomic
parameters but rather on the following:

(1) establishing the necessary structural correlations and overcoming macroeconomic divergences
in the regional labour market;

(2)implementing comprehensive institutional (regulatory and infrastructural) support for its func-
tioning and development; and

(3)institutionalizing security and safeguards against imbalances.

The prerequisites for the formation of a new regional policy to ensure the development of the
labour market in Ukraine are critically complex and specific, and they require taking into account
a number of circumstances. First, despite the distinct interdisciplinary nature of the labour market, its
functioning from the point of view of state regulation is still objectively considered, to a great extent,
in terms of its impact on the economy at the following levels: business, territory, region, and country.

Second, the levers of state regulation should be adjusted in accordance with the objects of regu-
lation, which are negative trends, and their consequences for the regional labour market.

Third, the challenges, consequences, and structural and spatial imbalances in the functioning of
the labour market under conditions of full-scale war, as well as forecasted, projected, modelled, and
expected changes and trends in the regional and labour market, which are related to the specifics
of postwar reconstruction of the national economy and its regional economic complexes, should be
taken into account.

Fourth, the central positions in the structure of the latest challenges and threats to the sustain-
ability of regional labour markets (related to the military operations in the territory of Ukraine) are
naturally occupied by those caused by and related to migration processes (both external and inter-
nal, as well as social and transformational shifts and changes in mobility).

Fifth, even in the future situation of the conclusion of the war and with rapid and successful
postwar reconstruction, Ukraine will still face the challenges of losing and/or not realizing the new
unique opportunities that are opening up in terms of European integration, social progress, eco-
nomic growth, and so forth, including in the development of regional and national labour markets.

As a result, the model of economic levers to ensure the development of the labour market under
the current conditions of instability and the resultant growing migration processes looks like the one
presented in Figure 3.

Regional economic policy in the field of domestic labour market development should be based
primarily on ensuring its sustainability and stabilization in the context of full-scale war. As already
mentioned, the war has activated a whole range of critical challenges, risks, and threats, including
growing unemployment, spreading poverty, deteriorating material well-being of the population, an
increasing burden on social infrastructure, the development of market and other structural imbal-
ances in regional labour markets, and the weakening of enterprises’ human resources.

Conclusions

Russia’s military actions have caused a deep sociohumanitarian crisis in Ukraine, exacerbating
existing challenges and generating new risks and threats. Destabilization processes have affected
almost all sectors and regions. The main short-term challenges for Ukrainian regions include, first
and foremost, growing imbalances in regional labour markets due to job cuts, rising unemployment,
increased social vulnerability, reduced labour safety and employment security, and a narrowing of the
regions’ labour capacity due to the loss of human resources. As for long-term challenges, integration
into the European economic space remains a crucial task for Ukraine’s regions. One of the ways to
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accomplish this aim is to increase the competitiveness of the domestic labour market and strengthen
the convergence of the labour markets of Ukraine and the EU in the context of the European integra-
tion policy and offsetting the consequences of the Russian military invasion of Ukraine.

Ukraine’s regional development in the face of current destabilization processes is accompanied
by a number of threats that are worsening. These include, in particular, continuous depopulation,
significant migration losses (of the western oblasts due to their proximity to the EU, of the south-
eastern and northern regions due to hostilities and the threat of such actions, and in the case of
Volynska oblast, due to both factors simultaneously), imbalances in the domestic labour markets
(increased unemployment due to forced migration, job cuts, relocation of enterprises, etc.), and the
increased burden on the social infrastructure and social protection system of the regions hosting
the majority of IDPs.

Based on the analysis of regional aggregate demand (vacant and occupied jobs) and aggregate
supply (economically active population) in 2008, 2014, and 2021, the study assessed the level of
balance of the labour market conditions and confirmed the absence of balance in the aggregate
labour market of the regions of Ukraine, with the values of the balance indices in different years
ranging from 0.84 to 0.99. This means that a part of the aggregate labour supply is not involved
in economic activity, thereby increasing the unemployment rate. At the same time, the registered
labour market (both in the prewar period and in 2023) is even less balanced, as it depends on the
number of vacancies declared by employers and the number of registered unemployed persons.
Traditionally, Kyiv is characterized by the most balanced situation in regard to the registered labour
market, which is explained by the low level of official unemployment and a large number of vacan-
cies. The situation in the registered labour market in other regions is characterized by significant
imbalances between labour supply and demand, including a surplus labour structure.

Despite the magnitude and criticality of the challenges and threats to the functioning of
Ukraine’s regional labour markets in the context of the war, the strategic nature of proactive region-
al economic policy should be aimed at the systemic development of the labour market. It involves
the achievement of the necessary structural parameters, overcoming macroeconomic divergences
(compared to more efficient models); the improvement of institutional support, ensuring high qual-
ity functions and tasks; the realization of national economic interests in the allocation and use of
the country’s intellectual and labour capital; and the institutionalization of security and safeguards
against imbalances. In this context, the entire range of economic levers and controls is contrasted
with the factors and consequences of (1) full-scale war, (2) postwar reconstruction of national and
regional economies, (3) the persistence of systemic problems and obstacles to the functioning of
the labour market, (4) and the development of structural asymmetries, on the one hand, and, on the
other hand, the specifics and impact of migration processes on the regional socioeconomic system.
This approach is characterized by adaptability to the current challenges of Ukraine’s existence,
integrity, and security.
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Consequences for labour market

Y.

Economic levers and regulatory tools

Migration challenges

Objects of regulation

Full-scale war

= large number of
‘refugees’ abroad, a
general increase in
migration aspirations;

= capital flight;

= massive internal
displacement

losses (due to migration and
conscription) of significant
numbers of the workforce;
decreasing jobs, growing
unemployment;

increasing pressure and
structural and qualification
supply/demand imbalances in
the labour market

stimulating remote forms of employment with
subsequent return (if possible) to the previous place
of work;

increasing the flexibility of the labour market and
optimizing labour relations;

stimulating the employment of IDPs;
strengthening labour market self-regulation;
linking the processes of business relocation and
employment at relocated enterprises;
stimulating the recovery of economic activity and
development of small businesses

Postwar reconstruction

\

= return of some
‘refugees’ and IDPs;

= increasing internal
labour mobility

significant need for labour
resources;

critical imbalances and high
staff shortages amid significant
unemployment;

structural unemployment;
growing volumes and share of
socially vulnerable population,
including the workforce

systemic modernization of employment policy and its
economic instruments;

proactive economic policy of structural reform of
labour supply;

preferential employment conditions for the most
affected groups;

improving conditions for economic recovery in host
communities;

strengthening the institutional capacity of the labour
market and social dialogue

Persistence of systemic
problems

= aging population,
growing migration;

= growing threats to
migration security;

= business and knowl-
edge migration

institutional gaps and
imbalances in the labour
market;

illegalization of economic and
labour relations;

high hidden unemployment;
low labour productivity, wages,
and labour quality of life

digitalization of social and labour relations and
accounting and control systems;

stimulation of the transition to hybrid workspaces and
increasing the share of remote employment;
automation of production and digitalization of
employment and social and labour relations;
harmonization of the tasks and development capacity
of the labour market with the rise of the Industry 5.0
and smart regional development

Development of
structural asymmetries

= growing professional
sector labour mobility;

= intensive internal
migration to large cities
and centres of business
activity;

= external migration of
talent

risks of microstructural
asymmetries in job creation
and quality thereof, efficiency,
and labour remuneration;
threats of macrostructural
asymmetries in employment,
training, allocation, and use of
intellectual and labour
resources;

challenges of global instability
and existential trends

economic stimulation of job creation and quality
standardization thereof, and labour remuneration in
line with labour efficiency;

organizational and economic measures to eliminate
asymmetries in the system of collective bargaining
regulation of social and labour relations and labour
market development;

stimulation of business inclusion in the training system
at the local level;

overcoming macrostructural divergences of regional
labour markets of Ukraine and the EU, establishing
and jointly regulating the development of cross-border
labour market

Figure 3. Model of economic levers for regulating and ensuring the development of regional labour markets under
intensified migration processes

Source: developed by authors.
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