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Abstract

At the beginning of 2020, the world faced the most frightening threat to the popu-
lation’s health – COVID-19 pandemic. For this reason, the international institutions, 
governments of countries and various organizations are forced to use unprecedented 
restrictive measures in many spheres of activity. As a result, the economies of the coun-
tries all over the world are significantly affected and are on the verge of crisis. This pa-
per presents examples of economic consequences of COVID-19 pandemic for different 
countries of the world and analyzes still few scientific works, which study the influence 
of pandemic on their economies. The article generalizes the legislative and anti-crisis 
measures of the Ukrainian Government, as well as the National Bank of Ukraine and 
other state authorities. It is evidenced that at the end of 2019 and the beginning of 2020, 
Ukraine witnessed a significant decrease in GDP growth rate, reduction of industrial 
production and electricity production. The financial indicators also underwent signifi-
cant losses, particularly the unemployment rate increased as thousands and thousands 
of labor migrants have returned to Ukraine from European and other countries. The 
article proves the inconsistency and unprofessionalism of such restrictive and regula-
tory measures. Finally, the necessity is substantiated to combine the methods of market 
economy and state regulation. The compulsory steps are offered, which would mini-
mize the losses of the state and its population during this economic crisis.

Bohdan Danylyshyn (Ukraine)

The peculiarities  

of economic crisis due  

to COVID-19 pandemic  

in a developing country: 

case of Ukraine

Received on: 16th of March, 2020
Accepted on: 9th of April, 2020
Published on: 10th of April, 2020

INTRODUCTION

In January 2020, World Health Organization (WHO) declared 
COVID-19 a world health emergency. The epidemic propagation on a 
global scale and unprecedented protection means, which the countries 
of the world use to prevent the propagation of the dangerous disease 
COVID-19, will undoubtedly have the consequences for the breaking 
of economic activity and reduction of aggregate demand on a global 
scale. Global nature of the restrictive measures will affect both the 
production activity of the sectors and corporations, which are includ-
ed in the global value-added chains, and the common business en-
tities, whose production interests did not move beyond the country. 
Turbulence in world financial markets naturally strengthened in re-
sponse to tough restrictive measures and the effects connected with 
global trade war. The society considers COVID-19 a bigger threat for 
the economy rather than their health, and there is no concern for eco-
nomic saving measures announced by the governments (Oliver, 2020; 
Semuels, 2020). In the countries with economic problems, which took 
place before the worldwide COVID-19 epidemic (e.g., in Ukraine), the 
situation can be worse than in many other countries.
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This paper aims to generalize the statistics and the scientists’ and experts’ opinions about the economic 
crisis in Ukraine, caused by the consequences of COVID-19 epidemic and struggling with it, and the 
formation of the propositions on minimizing its possible negative effects.

1. LITERATURE REVIEW

COVID-19 epidemic propagates across the plan-
et rigidly and at a high rate. Today many are 
concerned not only for the people’s health state 
but also for the state of the economy. At the 
World Economic Forum website, it is noted that 
COVID-19 has the potential to take lives, under-
mine economies, overwhelm health systems, de-
plete the value of assets, and trigger lasting geo-
political change (World Economic Forum, n.d.). 
Nowadays, one talks about the next world eco-
nomic crisis.

One should note that in recent years, the issues 
on economic crises were quite often studied in 
the scientific literature, which got significant im-
petus after the 2008–2009 financial crises.

So, Tatlıyer (2017) analyzes the reasons for such 
large financial crisis. Supposedly, it is the forma-
tion of a housing bubble and the ensuing sub-
prime mortgage crisis in the US economy. Bu the 
main reasons are caused by systemic problems in 
the world economy, namely failure of transform-
ing economies from extensive-production to in-
tensive-production, the rise of the neoliberalism, 
ensuing financialization of the world economy, 
and global instabilities witnessed in the neolib-
eral era.

For example, Frankel and Saravelos (2012) did an 
interesting study on whether some indicators of 
the country’s state can help explain the domestic 
2008–2009 financial crises. They analyzed a sig-
nificant number of scientific literatures on early 
warning indicators. Their review shows that the 
central bank reserves and past changes in the 
real exchange rate were the main indicators that 
appeared to be the most useful for explaining the 
possibility of a crisis in different countries. To 
measure the crisis level, the researchers offer to 
use the following indicators: drops in GDP and 
industrial production, currency depreciation, 
stock market performance, reserve losses, and 
participation in an IMF program.

Hodgson (2009) finds whether the economic crisis 
can create favorable conditions for reforming and 
reviving the economy itself, and the reason why 
the governments did not heed the warnings on 
possible financial crash. He thinks that it is par-
tially connected with the triumph of individualis-
tic market ideology and partially with exaggerated 
roles of modeling and quantitative definition.

Another study (Feldkircher, 2014) defines the 
macroeconomic and financial conditions, which 
help explain the reaction of the real economy of 
a certain country to the global financial crisis. So, 
the pre-crisis growth of loans in the real econo-
my by 1% means increasing the losses of real pro-
duction volume by 0.2%. One cannot fail to note 
that the government, e.g., Ukrainian, should pay 
attention to it. Also, he concludes that the rapid 
growth of real GDP, in parallel with significant 
growth of loans, significantly strengthens the 
consequences of the crisis for the real economy. 
At the same time, the accumulation of interna-
tional reserves alleviated an adverse impact of fi-
nancial stress on the real economy, particularly 
when there is sufficient internal financing at the 
account of loans.

Luchtenberg and Vu (2015) note that, unlike the 
previous crises, contagion following the 2008 
global financial crisis is not only limited by devel-
oping markets but also the developed countries of 
the world suffer from it, first of all, due to trade 
structure, interest rates, inflation rates, industri-
al production, and regional effects, and investors’ 
risk aversion.

One more example concerns the study on the effect 
of the 2008–2009 global economic crises on the 
Chinese society, namely the scales of unemploy-
ment in the cities (Cai & Chan, 2009). It is stated 
that the measures for further integration of village 
and city labor markets and decrease of natural un-
employment level finally are more profitable than 
the short-term interventions for adjusting cycli-
cal unemployment, which appears because of the 
global economic crisis and recession.
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One can find quite many similar and more large-
scale researchers like Dullien, Kotte, Márquez, 
and Priewe (2010), Verick and Islam (2010). It is 
clear that the 2008–2009 financial crises led to ir-
reparable consequences practically for the econo-
mies of all countries of the world, and these conse-
quences stretched back over many years, and this 
crisis had cyclical nature.

This time one deals with not cyclical but artificial 
crisis when the government’s restrictive measures 
cause it. Nevertheless, there are some parallels. 
The paper analyzed several variants of develop-
ments and their end – financial crisis. As a result, 

“Delayed shipments and production schedules cre-
ate financial problems for companies with heavy 
debts, especially in the United States. The decline 
in global equity markets and flight from risk—in-
vestors selling assets such as high-yield bonds 
and volatile stocks—exposes investors who have 
underpriced risk. Concern about counterparty 
risk accelerates the decline and dries up liquidi-
ty in financial markets. Central banks scramble to 
manage the problem. Financial markets—and the 
global economy—recover after a V-shaped reces-
sion” (Bachman, 2020).

Tooze (2020) attempts to answer the question, “Is 
now the situation not worse than in 2008?”

The leading economic institutions monitor the 
situation in the world economy and in the econo-
mies of countries of the world and actually begin 
to adjust the forecasts of their dynamics online.

According to IIF data (as of the end of March 
2020), the USA, Eurozone, and Japan are already 
in the state of economic downturn, which will 
last at best until the middle of the year. To under-
stand the scale of negative tendencies, one should 
note that according to IMF data for 2019, 15.1% of 
world GDP was for the USA, near 11% – Eurozone, 
near 4% – Japan (International Monetary Fund, 
n.d.). It means the economic downturn will be in 
the countries giving 30% of world GDP. Besides, 
it is also necessary to take China into account, 
whose industrial production in January-February 
of the current year decreased by 13.5%, which will 
obligatorily affect its GDP. For 2020, IIF forecasts 
the decrease of GDP of the Eurozone countries by 
2.8%, Japan – by 1.5%. China will not be able to 

support the world economy as well – according to 
the forecast, GDP of this country will increase by 
3.5% (after the increase by 6.1% in 2019, which was 
called the slowest growth of the Chinese economy 
from 1990). Key assumption of this forecast is the 
expected recovery of the economies in the second 
half of 2020. It means the recovery of the world 
economy in the second half can be expected only 
in case COVID-19 pandemic will decline by the 
summer. However, if the pandemic will take too 
long, then much more pessimistic forecasts can be 
realized.

Yet today JP Morgan Bank sharply decreased its 
forecast on the growth of the US economy, having 
forecasted the GDP decrease by 3.7% in the second 
quarter of 2020 (to first quarter). If this forecast 
comes true, then the quarterly decrease will be 
even larger than in the fourth quarter of 2008, at 
the peak of then-world economic crisis. The rating 
agency S&P forecasts the global recession in 2020 
(S&P Global, n.d.).

The evaluations at the beginning of the epidemic 
state that if the virus becomes a global pandemic, 
then the majority of large economies will lose at 
least 2.4% of its GDP during 2020. The economists 
already decrease the forecasts for world economic 
growth for 2020 from 3.0 to 2.4%. If world GDP in 
2019 was evaluated as nearly USD 86.6 trillion, it 
means that the decrease only by 0.4% is nearly 3.5 
trillion. However, it is necessary to keep in mind 
that the forecasts were made before COVID-19 be-
came a global pandemic, and before making large-
scale restrictions on social contacts among people. 
Since then, the world stock markets underwent a 
significant downturn (Duffin, 2020).

Segal and Gerstel (2020) state that the evaluations 
of the global impact of the pandemic are different: 
at the beginning of March 2020, Organization for 
Economic Cooperation and Development (OECD) 
forecasted that COVID-19 would decrease the 
growth of world GDP by half of percentage point 
till 2020 (from 2.9 to 2.4%) (OECD Library, 2020), 
and Bloomberg Economics warns that full in-
crease of GDP can fall to zero in the worst sce-
nario of the pandemic (Orlik, Rush, Maeva, & 
Hong, 2020). Institute of International Finance 
(IIF) (n.d.) constantly makes detailed forecasts. 
So, at the end of March, it decreased its forecast 
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on the world economic growth in 2020 to 0.4%. 
Obviously, the situation in the world economy be-
comes worse every day and there takes place active 
revision of the forecasts – only two weeks earlier 
this very IIF decreased the forecast on world GDP 
growth from 2.6 to 1.6%, but from that time the 
shock connected with COVID-19, already man-
aged to transform itself into stopped global capital 
markets.

Sharp worsening is expected in the second quar-
ter of 2020. However, the forecasts for the results 
of the first quarter are not at all optimistic. It is 
expected that the US GDP in the first quarter will 
decrease by 0.2% (to the fourth quarter of 2019). 
According to the results of the second quarter, the 
US economy can find itself in recession (from the 
common viewpoint, recession is a decrease of GDP 
during two successive quarters). American stock 
indexes have already lost all growth rates, which 
took place during D. Trump’s presidency. The 
markets weakly react to two emergency decreases 
of FRS rate, to announced, started financial injec-
tions (during the last three weeks of March – USD 
510 billion, and announced measures are USD 1.5 
trillion), and to other measures of the economy’s 
financial support. The first bad data came from the 
US labor market – the number of appeals for un-
employment allowances increased from 215 thou-
sand to 280 thousand. It means in May, the unem-
ployment rate in the USA can be 7-8% (Institute of 
International Finance, n.d.).

Gormsen and Koijen (2020) use the data from the 
aggregate equity market and dividend futures to 
quantify how investors’ expectations about eco-
nomic growth across horizons evolve in response 
to the coronavirus outbreak and subsequent poli-
cy responses. Their forecast as of March 25 on the 
annual dividends rise decreased by 28% in the 
USA and by 22% in the EU, and the forecast on 
GDP growth decreased by 2.2% in the USA and by 
2.8% in the EU.

The United Nations Organization forecasts that 
foreign direct investment flows can decrease from 
5 to 15 percent to the lowest level after the 2008–
2009 global financial crises (UNCTAD, 2020).

International Monetary Fund also monitors 
the situation connected with COVID-19 pan-

demic, in 193 countries (economies) of the 
world (International Monetary Fund, n.d.). On 
its website, it is noted that “The tracker focuses 
on discretionary actions that supplement ex-
isting social safety nets and insurance mecha-
nisms”. The information is not full enough, as it 
is formed based on the data published and avail-
able on the Internet. However, it gives an idea of 
the scale of the unfolding crisis and character-
izes the extent of concern of the governments 
of the vast majority of countries of the world. 
So far, the governments announced mainly in-
consistent reactions to the epidemic, peculiar to 
each country. As for the consistent actions, on 
March 6, the ministers of finance of G20 and 
central bank governors pledged to take the re-
spective fiscal and monetary measures, but did 
not undertake certain obligations. International 
Monetary Fund and World Bank announced the 
availability of financing of USD 50 billion and 
USD 12 billion, respectively, to support low in-
come and emerging market economies (Segal & 
Gerstel, 2020).

Various institutions constantly prepare the ana-
lytical and statistical reports on the develop-
ment of epidemic and its possible consequences 
(Congressional Research Service, 2020; OECD 
Library, 2020; Duffin, 2020).

Thus, it is necessary to keep in mind all the com-
plexity and emergency of the situation in the 
world economy. Directly in Ukraine it is aggra-
vated by the whole range of problems even before 
COVID-19 pandemic.

In the fourth quarter of 2019, Ukraine witnessed 
a sharp slowdown of GDP growth. If in the 
second quarter, GDP increased by 4.6%, in the 
third quarter – by 4.1%, then in the fourth quar-
ter – only by 1.5%. Moreover, according to the 
Ministry for Development of Economy, Trade 
and Agriculture of Ukraine, in January, GDP 
decreased by 0.5% (Ministry for Development 
of Economy, Trade and Agriculture of Ukraine, 
n.d.). For 2019, industrial production in Ukraine 
decreased by 1.8%. It decreased at the end of 
2019 at a particularly rapid pace – by 7.5% in 
November, by 7.7% in December. In 2020, the 
decrease in industrial production continued – in 
January, it decreased by 5.1%.
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According to the State Statistics Service of 
Ukraine (State Statistics Service of Ukraine, 
n.d.), the trade balance deficit in 2019 was USD 
12.2 billion, which is 7% more than in 2018. In 
November 2019, the unemployment increased 
(compared to October) by 11.5%, in December 
2019 (compared to November) – by 17%. The 
steel production in Ukraine in 2019 decreased, 
compared to 2018, by 1.3%, cast iron production 

– by 2.5%. In 2020, the decrease in the iron-and-
steel industry, basic industry of Ukraine’s econ-
omy, continued. So, steel production in January 
decreased by 5.1%, cast iron production – by 
2.7% (compared to January 2019). In February, 
according to “Ukrmetalurgprom” association 
data, steel production decreased by 8.3%, cast 
iron production – by 7.5% (compared to January) 
(Ukrmetalurgprom, n.d.). Electricity production 
decreased by 4.9% in 2019, compared to 2018.

Problems in the real sector of Ukraine’s economy 
led to the problems for state finance, and the slow-
down of tax revenues was found there. The loans 
begin to play a larger role among the sources of 
funds of public administration sector, which in-
cludes the funds of state and local budgets, and ex-
trabudgetary social insurance funds. These loans 
are begun to be used not only to refinance the 
existing debt but also to finance current expendi-
tures. The share of loans in the total amount of 
funds that public administration sector obtained 
from taxes, social contributions, and loans in-
creases during 5 successive years. In January 2020, 
an annualized share was already 25%.

2020 budget execution is performed with a lag 
from planned indicators. In January, the revenues 
of general state budget fund were executed only to 
75.5%, in February – to 93.7%. In March, the state 
budget underfulfilment only exacerbated: during 
March 1-20, the execution of the plan of revenues 
by the tax authorities was 50.6%, customs – 56.9%. 
The plans on state property privatization are also 
not executed – in January-March, the budget re-
ceived UAH 202 million, which is by a third lower 
than the planned revenues.

At the same time, the expenditures on labor wag-
es and social provision, which are the protected 
budget items, continue to increase. In particular, 
the expenditures on social provision increased in 

January-February more than 1.5 times (from UAH 
30 to UAH 49.5 billion), compared to the same pe-
riod of last year, which is due to the change in the 
mechanism for financing a range of social pay-
ments in the direction of its financing directly 
from the central-level budget.

At the same time, according to the plan of pay-
ment on external debt to non-residents in April-
December 2020, the government of Ukraine and 
local self-government authorities should pay USD 
5.8 billion, to state companies and banks – nearly 
USD 0.7 billion. Besides, in April-December 2020, 
the payments on state treasury bond of Ukraine, 
nominated in foreign currency, will be USD 2.4 
billion (both to residents and non-residents), on 
those in UAH, which are owned by non-residents 

– UAH 21 billion (loan repayment and service). 
One should note that in Ukraine, as of March 18, 
2020, the amount of state treasury bonds, which 
are owned by physical persons, is only UAH 9 bil-
lion (0.2% of GDP, or nearly USD 300 million). 
The overwhelming majority of these state treasury 
bonds (67%) are nominated in foreign currency. 

It is against this background that one observed the 
decrease of inflation rate lower than the NBU’s tar-
get range, and the producer’s prices – lower than 
zero, which shows the features of full stagnation 
in the sector of goods and services production and 
the noticeable decrease of the volume of its activi-
ty. Instead, the sectors, connected with providing 
the intermediary financial and business services, 
increase at a fast pace. Only the profit of commer-
cial banks, according to 2019 results, was UAH 60 
billion, having increased almost three times, com-
pared with last year.

The huge money amounts (for Ukraine), which the 
real economy does not receive, were accumulated 
in the banking system. To suppress the excessive 
tension of “odd” UAH supply, the NBU extend-
ed the operations with deposit certificates three 
times – to UAH 200 billion. In better times, the 
volume of loans for the economy was 80% of GDP, 
now it does not gain at least 25% of GDP, and if 
one removes the non-performing loans – it will 
not be even 15% of GDP. Now real producers can-
not compete for loan resources of internal finan-
cial market at the rates, offered by deposit corpo-
rations. At the same time, the relative amount of 
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NBU and STB deposit certificates – passive direc-
tions of fund injections – is already 24% of GDP, 
thus, surpassing the volume of loan resource, giv-
en by deposit corporations to the real sector of the 
economy. 

This situation is fraught with the effect of large-
scale outflow of capital from the country, where 
there are no reliable objects for its investment, 
particularly taking into account its instability at 
the global capital markets.

In the policy on counteracting COVID-19, pub-
lished on March 15, International Monetary Fund 
recommends the central banks to take measures 
to support the demand by simplifying the finan-
cial conditions, ensuring the continuity of loan 
support of the economy and liquidity at the do-
mestic and international financial markets.

As for Ukraine, the situation is quite adequate-
ly illustrated in the following quotation: “The 
Ukrainian government must act fast to avoid a re-
peat of the 15% GDP contraction the country ex-
perienced in 2009. Encouragingly, it can count on 
some relatively sound fundamentals. The banking 
sector is in much better shape than it was in 2009; 
the level of government debt is relatively low; and 
the National Bank of Ukraine has ample reserves. 
Initial steps have been encouraging, suggesting an 
awareness of the need to stimulate the economy 
and ease the burden on businesses. Nevertheless, 
the sheer scale of the unfolding global crisis 
makes significant economic difficulties inevitable 
for Ukraine in the near future” (Gorodnichenko, 
2020). He asks a reasonable question: “What can 
policymakers do to sail through this storm?” 

In the mentioned resource of International 
Monetary Fund, one mentions the creation of sta-
bilization fund for struggling with the crisis con-
sequences, which the government of the country 
proposed, with a size of nearly UAH 115 billion. 
However, more than three weeks have already 
passed (it is the unacceptably long time in the con-
ditions of pandemic), but there is no fund.

In terms of fiscal policy as of March 25, 2020, 
such Ukraine’s initiatives are presented on the 
website: “To support households, the govern-
ment is planning: (1) a one-off pension increase to 

low-income pensioners of UAH 1,000; (2) an ear-
lier-than-planned indexation adjustment of pen-
sions in 2020; (3) a moratorium on penalties and 
disconnection of consumers who are late on utility 
payments; (4) reduced eligibility criteria for house-
hold utility subsidies; (5) an additional allowance 
of 150-200 percent of wage for medical profes-
sionals working with people with COVID-19. 
Medicines and medical devices used to prevent or 
combat COVID-19 have been exempt from import 
duties and VAT. Additionally: (1) penalties for cer-
tain tax legislation violations have been canceled 
for the period March 1 – May 31, 2020; (2) a mor-
atorium on audits and inspections has been intro-
duced for the period March 18 – May 31, 2020; (3) 
the deadline for filing annual income and asset 
declarations has been extended to July 1, 2020; (4) 
rent on land is not accrued and paid for the period 
March 1 – April 30, 2020; (5) non-residential re-
al estate owned by individuals or legal persons is 
not subject to real estate tax for the period March 
1 – April 30, 2020; (6) payment of Single Social 
Contribution for several categories of payers has 
been canceled and penalties for late or incomplete 
payment and late filing has been abolished for the 
period March 1 – April 30, 2020” (International 
Monetary Fund, n.d.).

In terms of monetary and macro-financial poli-
cy, the following measures are taken and planned: 

“Тhe National Bank of Ukraine has changed the op-
erational design of monetary policy. The frequency 
of liquidity tenders has been doubled, two-week 
certificates of deposit have become one-week cer-
tificates, and short-term refinancing loans with a 
maximum maturity of 14 days are now issued for 
a period of up to one month. The NBU has also in-
troduced long-term refinancing instrument (up to 5 
years). The introduction of capital buffers—includ-
ing the capital conservation buffer and the systemic 
buffer—will be delayed. However, banks must meet 
the minimum capital and regulatory capital re-
quirements. Onsite inspections and stress testing of 
the banks have been delayed. Banks are also invit-
ed to temporarily refrain from distributing profits 
through dividend payments until at least July 2020, 
ensuring that financial institutions have an addi-
tional margin of safety. NBU has adopted a regula-
tion that facilitates restructuring of loans to borrow-
ers facing financial difficulties due to the impact of 
COVID-19. Penalties on clients not servicing loans 
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during the period from March 1 to April 30 should 
not apply if there are reasonable grounds. The NBU 
has been active on the foreign exchange market to 
smooth volatility. Finally, the NBU has announced 
that it may, should situation require: (1) reduce re-
serve requirement ratios for FX deposits; (2) tem-
porarily decrease the minimum LCR; (3) announce 
unscheduled liquidity assistance tenders; and (4) 
expand the list of eligible collateral for emergency 
liquidity assistance loans”. 

Unfortunately, one should point once again to 
the fact that these initiatives are not fully imple-
mented, it is done slowly, and they are obviously 
insufficient.

2. DISCUSSION

The mentioned examples show that the gov-
ernment institutions wish to struggle with cri-
sis by way of rigid intervention in the economic 
processes.

Keynes (1930, 1936, 1963) notes the possibilities 
of combining the methods of the market economy 
with an active part of the state in times of crisis, 
avoiding directive planning. Keynes placed the is-
sues of demand, savings, and consumption at the 
forefront. If demand is at an insufficient level, it 
will lead to depression in the economy and un-
employment growth. In the near future, millions 
of citizens, left without wages and other income, 
having understood the aggravation of the situ-
ation, will reduce the demand significantly. The 
destructive chain will be launched – reduction of 
demand will aggravate the economic downturn, 
which will lead to unemployment growth, and the 
latter will lead to reduced demand. Everything 
can move forward on this downward spiral.

According to Keynes, even with part-time employ-
ment, the economy can achieve the state, which 
requires such a volume of investment that will 
compensate the volume of “reduced” consum-
er demand (because of unemployment growth, 
uncertainty about the future and, as a result, in-
creased inclination of the population towards re-
ducing the expenditures). The state measures on 
the demand stimulation can ensure this volume, 
although indirectly.

Keynes did not share the optimism of the rep-
resentatives of Libertarian and Classic schools 
of economic thought on the fact that the market 
will ensure the demand recovery. He stated that 
if the economy working on laissez-faire principles 
(self-regulation, which copes with a crisis without 
the state’s participation) does no cope, the state’s 
proactive participation is necessary using the 
methods of active demand stimulation.

Keynes reasonably thought that the problem lies not 
in the fact that the market economy uses the factors 
in its disposal insufficiently, but in that it uses not 
all the factors available. So the state, by stimulating 
the demand and employment, should help to use 
them. Naturally, the methods that Keynes proposes 
are not ideal. For example, because its model is stat-
ic – studies the process on a relatively short-term 
perspective of several years. Also, Keynes did not 
fully take into account the business cycles.

Still, it is possible to answer these questions as well, 
which show the expediency of Ukraine using the 
Keynes’ theory in the conditions of rigid aggrava-
tion of the economic situation rather than support 
it. First, Keynes’ theory appeared as a response to 
the Great Depression. Nowadays, the dynamic of 
a range of indicators in the world economy shows 
that the current crisis can be no less dramatic. 
Consequently, the Keynesian measures will be rel-
evant. Second, the threat to Ukraine’s economy is 
so large that there is no point in making the long-
term strategic plans – it is necessary to save the 
economy right now, give people the possibility to 
keep their income. Third, nowadays, serious coun-
tercyclical measures will be necessary.

It is also worth noting that even in the most pros-
perous times, even among the economically most 
liberal countries, there were not those where the 
role of the state was limited only by the protection 
of boundaries and police functions.

One should note that the situation in the Ukrainian 
economy was caused by excessively rigid param-
eters of macroeconomic policy, within the frame-
works of which the Ukrainian economy was devel-
oping during several last years.

Given the state of emergency in the economy and 
quarantine measures, potential losses of reve-
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nues to the state budget because of the shortfall 
of income tax, individual income tax, other taxes 
and fees, the situation with the budget execution 
can worsen further, which causes the necessity of 
analyzing several alternative scenarios of deficit 
financing.

Taking into account that very significant finan-
cial resources are in the extra-bank turnover of 
Ukraine due to the probable outflow of funds from 
bank deposits and the inflow of currency assets 
connected with the return of labor migrants to 
Ukraine due to COVID-19 epidemic, it can be rea-
sonable to expand the instruments for attracting 
the currency assets of the population to finance 
the budget needs.

Admittedly, the Ministry of Finance performed 
the risky policy on the massive attraction of 
non-residents to state treasury bonds, not as-
suming that crises happen in the world econo-
my. However, nowadays, considering the inter-
national experience of separate EU countries, 
the attraction of the volume of the population’s 
currency assets in state treasury bonds, even at 
the amount of 5% of GDP, can be evaluated in a 
sum of more than USD 7 billion. However, one 
should keep in mind that the acting procedure 
of state treasury bonds sales for the population 
is burdened by high transaction and time ex-
penditures (connected with paying for interme-
diary banks’ services when purchasing the state 
treasury bonds), which makes such an operation 
attractive only with the amount of purchase of 
UAH 500 thousand and more.

The indicator of real monetary conditions rigidity 
(as a combination of the effects of interest rate and 
changes in the exchange rate) exceeds the same 
indicator in the neighboring European countries 

by 10 and more percentage points. Ukraine also 
witnesses such an excessive rigidity of monetary 
conditions beginning from the second half of 2018.

The fiscal policy was also untenable. In Ukraine, 
the fiscal balance, if calculated without the debt 
servicing costs, is surplus beginning from 2015. 
From this year, the real economy has a constant 
structural shock due to reduced state demand 
and should be restructuring in the conditions of 
rigid monetary policy and low domestic effective 
demand.

One should note that the NBU’s actions on chang-
ing the interest rate slow down the economic 
growth for several years already. The reason for 
this is that the “Austrian” school of economic 
thought, supported by the Ukrainian proponents 
of the priority of inflation control over any other 
goals, also talks about the critical role of entrepre-
neurs in this process.

The separate aspect of the economic policy failures 
is the NBU’s policy on the exchange rate and for-
mation of domestic reserves. Instead of reducing 
the excessive demand for UAH financial assets 
(caused by uncovered parity of interest rates of the 
external and domestic capital markets) by reduc-
ing the rate, the NBU chose another way – it sim-
ply allowed the UAH to strengthen (this is how the 
transmission channel of the exchange rate works 
within the frameworks of inflation targeting re-
gime). As a result, the state budget borrows at the 
rates, which exceeds the annual rates of its reve-
nues, the exporters bear losses because of decrease 
UAH revenue, the real sector received less than 
due credit resources, and the country received less 
than due revenues in currency reserves, which still 
do not comply with the norm of IMF composite 
criterion by 20%.

CONCLUSION AND RECOMMENDATIONS

The analysis showed that Ukraine should not make the economic experiments in the libertarianism style and 
“Austrian schools of economic thought”, but it is necessary to return to time-tested and well-established in 
times of crisis economic practices. One should revisit the ideas of the neo-Keynesian theory. Nowadays, in 
times of crisis, it is necessary to use the ideas on stimulating the growth within the frameworks of industrial 
protectionist policy. It is necessary to urgently prepare the realistic government program directed towards 
the reindustrialization of Ukraine’s economy, based on the fact that it will be impossible to prevent the seri-
ous recession without emergency support measures (as well as work with IMF taking into account this fact).
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It is necessary to launch the demand stimulation programs, if possible, with their focus on purchasing 
the products from a domestic producer. This will enable to decrease the negative impact of the crisis 
on the citizens’ welfare, will prevent the decrease of business activity, will create the conditions for the 
development of Ukrainian producers and will reduce the dependence on uncritical import. Also, it is 
essential to make adjustments to the models that macroeconomic regulators use to assess the effects 
of their policy on the economic growth rates and social welfare in the country, considering structural 
problems. The complex of measures should be developed in order to keep the economic potential of the 
country, first of all, its industrial core. 

The state should ensure the possibility of real investment projects financing, directed towards increas-
ing the economy’s competitiveness and expansion of its domestic market, use the expansion of the 
instruments of state guarantees. Moreover, cooperation with international official creditors should be 
enhanced based on fundamentally different foundations of domestic macroeconomic policy formation 
and its focus on country’s economic potential growth.

One can hope that despite the massive scale of consequences of the crisis caused by COVID-19 pandem-
ic, they will not be as long-lasting as after 2009.
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