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  How Do We Measure Economic Freedom? 
See page 477 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2011 data unless otherwise noted.
Data compiled as of September 2012.

Quick Facts
population: 45.6 million
gdp (ppp): $329.5 billion
5.2% growth in 2011
5-year compound annual growth 0.6%
$7,233 per capita
unemployment: 8.4%
inflation (cpi): 8.0%
fdi inflow: $7.2 billion
public debt: 36.5% of GDP
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ukraine’s economic freedom score is 46.3, making its econ-
omy the 161st freest in the 2013 Index. Its score is 0.2 point 

higher than last year, with modest gains in monetary freedom 
and business freedom that outweigh declines in labor freedom 
and freedom from corruption. Ukraine is ranked last out of 43 
countries in the Europe region, and its overall score is lower 
than the world average.

Economic freedom continues to be severely repressed in 
Ukraine. Previous reforms, including implementation of com-
petitive tax rates and minor regulatory changes, have failed to 
spur broad-based economic development or the emergence of 
a more dynamic private sector.

Such reforms are more than offset by poor policies and weak 
institutional structures throughout the economy. Corrup-
tion is pervasive, laws are poorly administered, and contract 
enforcement and protection of property rights are seriously 
deficient. Progress in privatization and attracting foreign 
investment has been meager. The primarily cash-based econ-
omy is plagued by a lack of sufficient capitalization in the 
state-controlled financial sector. The potential benefits of 
trade freedom are undermined by institutional controls on 
capital and investment.

backgRound: Ukraine has been independent since the col-
lapse of the Soviet Union in 1991. Since taking office in 2010, 
President Victor Yanukovych has fast-tracked rapprochement 
with Russia, harassed the political opposition, and impeded 
press freedom. Ukraine joined the World Trade Organiza-
tion in 2008 and the European Union’s Eastern Partnership 
in 2009; ratification of an Association Agreement regulat-
ing cooperation between Kiev and Brussels has been delayed 
because of concerns regarding Ukraine’s rule of law and judi-
cial independence. In addition to $3 billion in debt payments 
due to the International Monetary Fund in 2012, Ukraine 
needs to repay $2 billion to Russia’s VTO bank and is trying 
to borrow $4 billion in the international markets. Ukraine 
has well-developed industry, rich agricultural lands, and sig-
nificant natural resources and is an important energy transit 
route from Russia to Western Europe.
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The trade-weighted average tariff rate is low at 2.8 percent, but there are some non-tariff bar-
riers that constrain trade freedom. The investment framework remains underdeveloped with 
several sectoral restrictions, and bureaucratic requirements deter growth in private invest-
ment. The large number of non-performing loans continues to be a drag on the banking system.

Despite progress in regulatory reform, administrative complexity often creates uncertainty in 
commercial transactions. The business start-up process has been streamlined, but completing 
licensing requirements is still time-consuming and costs more than 10 times the level of aver-
age annual income. The labor code is outmoded and lacks flexibility. The government influ-
ences prices through state-owned enterprises. Monetary stability remains weak.

The standard income tax rate is 17 percent, and the standard corporate tax rate is 21 percent. 
Other taxes include a value-added tax (VAT) and a property tax. The overall tax burden equals 
36.9 percent of total domestic income. Government spending has risen to 48.5 percent of GDP. 
The budget deficit has been high, averaging near 5 percent of GDP in the past three years. Public 
debt is over 35 percent of GDP.

The rule of law is uneven across the country, and protection of real and intellectual property 
rights is weak. The judiciary is subject to executive branch influence, criminal pressure, and 
corruption. Contracts are not well enforced, and expropriation is always a possibility. Corrup-
tion, which pervades all levels of the executive branch and all spheres of economic activity, is 
a major obstacle to foreign investment.
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