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Abstract

The trans for ma tion of the state so cial ist eco nomic sys tem caused sig nif i cant shifts in
the oc cu pa tional struc ture and the la bour mar ket. The trans fer to the mar ket cap i tal -
ism has an ni hi lated ideo log i cal prin ci ples and eco nomic sys tem which pro vided for full 
em ploy ment. Post-so cial ist coun tries ob tained not only all wealth of the mar ket econ -
omy but also one of the evils con nected with it – the struc tural un em ploy ment. Pro -
ceed ing from the struc tural anal y sis of post-so cial ist econ o mies the au thor passes to
study ing sit u a tion in Ukraine in terms of case-study. To study the dy nam ics of shifts in
the lev els of em ploy ment in Ukraine the au thor uses the anal y sis of sta tis ti cal data on
em ploy ment; cor rec tion of the level of of fi cial un em ploy ment; pop u la tion sur veys; fo -
cus-groups. The re search has shown that un der con di tions of the mar ket the task of
pro duc tion of ex change value sup poses a de crease of work pay ment (la bour re mu ner -
a tion) costs that leads to the in crease in un em ploy ment. As a whole, the al lo ca tion of
re sources by means of the mar ket leads to neg a tive re sults both for un em ployed and for 
many em ployed. The ques tion of pos si ble coun ter-mea sures is con sid ered by the au -
thor in terms of neoliberal and socio-dem o cratic mod els, as well as of state and na -
tional cap i tal ism 

Keywords: state so cial ism, state/na tional cap i tal ism, post-so cial ist so ci et ies, case-
 study: Ukraine, em ploy ment/un em ploy ment, self-reg u la tion/reg u la tion of the la bour
mar ket
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The trans for ma tion of the state so cial ist eco nomic or der led to sig nif i cant
shifts in the oc cu pa tional struc ture and the la bour mar ket. Un der state so cial ism
all per sons were re quired to sell their la bour and to con trib ute to the na tional
econ omy; vol un tary un em ploy ment was only ac cept able if peo ple were in ca pa ble
of la bour as a con se quence of age or dis abil ity. Un der state so cial ism, pol icy pri or -
i tized the pro vi sion of work for na tional and per sonal ben e fit and cit i zens had an
ob li ga tion (obyazannost’) to work. 

Full em ploy ment was fa cil i tated by gov ern ment plan ning and en abled by the
pub lic own er ship of prop erty. Maxi mis ing em ploy ment was a ben e fit to the en -
ter prise as sales were as sured and la bour costs were fac tored into the plan ning
sys tem to ab sorb any sur plus la bour. While this has been rather dis par ag ingly de -
scribed as ‘un em ploy ment on the job’ by writ ers such as Janos Kornai1, it can also
be in ter preted as part of the way of life un der so cial ism which guar an teed em -
ploy ees a sta ble in come and a low risk en vi ron ment. 

The so cial ist states pro cured very high la bour par tic i pa tion rates in paid em -
ploy ment. In the USSR, by 1979, 80.52 per cent of the age co hort be tween 16 and
54-59 (women and men) was em ployed2. In West ern Ger many in 1982, the par -
tic i pa tion rate was only 62.5 per cent3. The dif fer ence was not only due to un em -
ploy ment (add ing the for mally ‘un em ployed’ to the to tal would only in crease the
West Ger man to tal to 66.9 per cent) but to the non-em ployed sta tus of many of
the population.

Women are a par tic u larly im por tant group here. By 1970, they ac counted for
51 per cent of the em ployed work-force in the USSR: in 1971, they made up 48 per 
cent of em ploy ees in in dus trial pro duc tion, 68 per cent in com mu ni ca tions, 85 pre 
cent in health, 76 per cent in re tail trade, pub lic ca ter ing, 73 per cent in ed u ca tion
and cul ture, and 78 per cent of em ploy ees in fi nan cial ser vices (kreditovanii) and
in sur ance4. By 1979, the fe male la bour par tic i pa tion rate in the So viet Un ion was
83.1 per cent5. The com pa ra ble fig ure for West Ger many in 1982 was only 47.2
per cent6. From a so cial point of view em ploy ment gave women con sid er able vo -
ca tional op por tu ni ties and from an eco nomic one, it was a ma jor con tri bu tion to
joint household income. 

In the post-com mu nist so cial sys tem, the dom i nant ide ol ogy, and con se -
quently pol icy, changed. The post com mu nist so ci et ies have at tempted in dif fer -
ent ways to sub ject la bour to the mar ket and to re place state pro vi sion. In a cap i -
tal ist mar ket econ omy peo ple have no moral or le gal ob li ga tion to la bour. A live li -
hood may be se cured in dif fer ent ways, ‘un earned in come’ from prop erty and
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prof its, as well as trans fers (from the state), pro vide a live li hood for a sig nif i cant
pro por tion of the pop u la tion. Such trans fers in clude de pend ence on fam ily mem -
bers as well as state trans fers to the main te nance of un em ployed or un em ploy able
peo ple. They are also able to work on their own ac count by form ing busi nesses or
do ing odd jobs. There is no moral ob li ga tion to la bour. 

Neo-lib eral trans for ma tion pol i cies ef fec tively de stroyed the state so cial ist
em ploy ment mech a nisms of em ploy ment. With out the sys tem of state plan ning,
the la bour force of the post-so cial ist coun tries was in ten tion ally left sub ject to
mar ket forces and, con se quently, in creases in un em ploy ment. 

Un der cap i tal ism, state pol icy is based on a phi los o phy which seeks to pro -
vide a min i mum level of in come and well-be ing. So cial-dem o cratic ad min is tra -
tions are more in ter ven tion ist on the la bour mar ket and de vise pol i cies to pro -
mote the num ber of jobs and to fa cil i tate train ing of la bour to meet de mand cre -
ated in the pri vate sec tor. Whereas neo-lib eral ones re gard the mar ket as be ing
self-reg u lat ing; un em ploy ment is a spur for peo ple to im prove their qual i fi ca tions 
or to search widely for work. The un der ly ing as sump tion is that there is an eco -
nomic mech a nism which is self-ad just ing. Ar eas of high un em ploy ment will lead
to a low er ing of wages which, in turn, will in duce in vest ment, on the one side or,
on the other, will fa cil i tate the adap tion of la bour to new mar ket con di tions; op ti -
mis ti cally it might con cur rently do both. Hence, in neo-lib eral logic, a free mar -
ket with mo bil ity of cap i tal and la bour will lead to equi lib rium on the la bour mar -
ket thus pro mot ing a more ef fi cient and ef fec tive use of re sources.

Whether this kind of rea son ing is cor rect is open to dis pute and I shall re turn
to con sider the im pli ca tions af ter con sid er ing the ef fects of trans for ma tion on the
la bour mar ket.

La bour Uti li sa tion

The ini tial im pact of trans for ma tion led to sig nif i cant shifts in lev els of em -
ploy ment which may be mea sured in three ways: first by study of the sta tis tics of
num bers of peo ple em ployed (i.e. the pro por tion of the pop u la tion in paid work),
sec ond, by as sess ing the level of reg is tered un em ploy ment and third, by sur veys
of the pop u la tion. We con sider these in turn.

An in di rect mea sure of un em ploy ment is given by the size of the em ployed la -
bour force. State so cial ism achieved very high lev els of la bour par tic i pa tion: be -
tween 75 per cent and 87 per cent of the avail able la bour force was em ployed. Fig -
ure 1a shows the num bers of peo ple of work ing age em ployed in the econ o mies of
se lected post so cial ist coun tries since 1989 and Fig ure 1b shows in more de tail
the changes in Rus sia and Ukraine. 

Note the tre men dous drop in em ploy ment lev els be tween 1989 and 1999,
there were par tic u larly steep falls of 21.7 per cent and 17.9 per cent in Hun gary
and Po land re spec tively, and 13.3 and 15.2 per cent in Rus sia and Ukraine. Re -
duc tion in the la bour force par tic i pa tion rate par tic u larly af fected women. By
2009, la bour force par tic i pa tion rates in Rus sia had fallen to 57.5 per cent for
women and 69.2 per cent for men; in Ukraine to 52 per cent and 65.4 per cent, re -
spec tively for women and men. For Po land, the com pa ra ble fig ures were 46.2 per

114 Соціологія: теорія, методи, маркетинг, 2014, 1

Da vid Lane



cent and 61.9 per cent; and for Hun gary 42.5 per cent and 58.8 per cent.1 They
were of the same mag ni tude as in cap i tal ist econ o mies: the per cent age em ploy -
ment rate for the UK was 55.3 (fe male) and 69 (male); and 53.1 and 66.8 for Ger -
many. This was a mas sive de cline con se quent on the in tro duc tion of neo- lib eral
eco nomic pol i cies and has in volved for women a pro cess of ‘domesticization’. It
has also in volved work on a part-time ca sual and un re corded ba sis.

Fig ure 1a. Em ploy ment ra tio Post So cial ist So ci et ies 1989-2010
Source: TransMONEE 2012 da ta base. www.unicef.org/ceeceis ac cessed June 2012

Fig ure 1b. La bour Uti li sa tion Rate (1989-2009) Rus sia and Ukraine
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Tens of mil lions of peo ple lost their em ploy ment sta tus. In neo-lib eral eco -
nom ics, such losses in di cated that the state so cial ist re gime had ‘overemploy -
ment’ and that the mar ket was real is ing more ef fec tive la bour uti li sa tion. The la -
bour force be gan to be shaped by mar ket cap i tal ism with many more peo ple be ing
self-em ployed and oth ers re ceiv ing trans fer pay ments in the form of un em ploy -
ment ben e fits. There was no lon ger any obyazannost’ to la bour and some peo ple
could le git i mately live on un earned in come. 

Tak ing the EBRD tran si tion in di ca tors for 2003 (the sum of 9 in di ca tors),
the cor re la tion be tween rate of de cline of the la bour force and prog ress to tran si -
tion was +0.58 — the greater the neo-lib eral re forms, the greater the fall in lev els
of em ploy ment. This is what one would ex pect as neo-lib eral pol i cies are de signed 
to re duce la bour costs and in crease la bour pro duc tiv ity. While the ini tial de cline
in em ploy ment re cov ered some what af ter 1999 (as shown in the graph) it has
failed to com pen sate for the job losses through the cre ation of new jobs. 

Reg is tered Un em ploy ment

When we turn to con sider the lev els of reg is tered un em ploy ment, a sim i lar
but not such a strong trend is ap par ent. Of fi cial es ti mates of un em ploy ment are to 
a con sid er able ex tent de pend ent on ad min is tra tive ar range ments for the col lec -
tion of data. Un em ploy ment is usu ally de fined, by la bour au thor i ties, as be ing
with out paid work while con cur rently seek ing it dur ing the last 4 weeks. These
data un der es ti mate the real lev els of un em ploy ment as ‘ac tively seek ing work’ is
so cially con structed. There is also a bal ance be tween costs and ben e fits of reg is -
ter ing as un em ployed.

As we note from Fig ure 2 (LFS — La bour Force Sur vey), un em ploy ment rose 
greatly in the early years of trans for ma tion – Po land had par tic u larly high rates
of over 15 per cent be tween 2000 and 2005. The rapid move to the mar ket cre ated
enor mous prob lems: to take one ex am ple, the Nova Hutta steel com plex in Po -
land em ployed over 40,000 work ers be fore trans for ma tion, by 2008, its work
force had shrunk to around 5,000.

The cor re la tion be tween level of un em ploy ment and tran si tion in di ca tors is
again pos i tive, but lower. If we con sider the av er age in crease in un em ploy ment
be tween 1993 and 2008, the cor re la tion be tween level of coun try un em ploy ment
and EBRD in di ca tors is 0.2 for 2009 and 0.3 for the year 2003. We might note
here that the least re formed coun tries (Belarus, Turkmenia and Uzbekistan) are
omit ted from the cal cu la tions as no un em ploy ment fig ures are avail able for these
coun tries. It seems likely (in view of the find ing above) that un em ploy ment
would be lower and hence the correlation higher.

Reg is tered un em ploy ment peaked around 1999, and then be gan to fall un til
the eco nomic de pres sion post 2007 when it rose again. In states with low em ploy -
ment pro tec tion (EU New Mem ber States and Tur key), the IMF rec og nizes that
un em ploy ment is likely to in crease. They rely on the tra di tional neo-lib eral
mech a nism: in emerg ing Eu rope, ‘em ploy ment ad just ment has been se vere, and
la bor mar ket flex i bil ity will be key to the nec es sary re al lo ca tion and fu ture job
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cre ation’1. In high la bour pro tec tion coun tries, such as Ger many, the ef fect on
un em ploy ment is lower and pro duc tiv ity per worker falls.

Fig ure 2. Reg is tered Un em ploy ment Rates 1993-2010: Post-state so cial ist so ci et ies.
Ukraine data for 1996 (not avail able 1993)

Source: TransMONEE 2010 da ta base. www.unicef.org/ceecis. Ac cessed 24 June 2010. Tran si -
tion Re port 2003. Lon don: EBRD 2003. p. 16. (Rus sian edi tion). Un em ploy ment is de fined 
as not be ing in paid work and look ing for work in the last 4 weeks.

Fig ure 3. Un em ploy ment rate among 15-24 year-olds 
Source: TransMONEE 2012 da ta base. www.unicef.org/ceecis. ac cessed June 2012.
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The lev els of youth un em ploy ment in the post-so cial ist states are again ex -
tremely high, in di cat ing that new work sta tuses are not be ing cre ated. (See Fig -
ure 3). The very high lev els (over 40 per cent in Po land and over 20 per cent in
Lat via in 2001) were a ‘push’ fac tor in the em i gra tion of young peo ple as these
coun tries moved to wards mem ber ship of the Eu ro pean Un ion. 

Again the fig ures are highly cor re lated with the in tro duc tion of neo-lib eral
eco nomic pol i cies. The cor re la tion co ef fi cient be tween youth un em ploy ment in
2005 and EBRD in di ca tors in 2003 was 0.42; if we con sider the av er age of youth
un em ploy ment be tween 1995 and 2008, the cor re la tion is 0.44. We must also
bear in mind that the tran si tion lag gards (Belarus and Uzbekistan) pro vided no
un em ploy ment data, and it seems likely that they would have had less un em ploy -
ment – hence rais ing the in dex. 

Dif fer en tial Out comes

Study of in di vid ual coun tries throws light on the ef fects of pol i cies. In the
cen tral Eu ro pean NMS of the EU (Hun gary, Czech Re pub lic and Po land), rel a -
tively high lev els of FDI, as well as struc tural ad just ment funds from the EU, ini -
tially en abled trans for ma tion to take place rel a tively suc cess fully. Hun gary and
Czech Re pub lic are small states with con sid er able in dus try which was pri va tised
by Eu ro pean com pa nies. The in creased wealth, even if it led ini tially to un em -
ploy ment, sus tained a state of well-be ing which had been in duced by the po lit i -
cally in spired trans for ma tion pro cess. The Eu ro pean Un ion also cre ated a free
mar ket in la bour and this al le vi ated much of the un em ploy ment – the un em -
ployed or po ten tially un em ployed could move to other parts of the Eu ro pean Un -
ion, which they did in large num bers. 

In the lon ger term, how ever, the neo-lib eral eco nomic phi los o phy ap plied by
the Eu ro pean Un ion to the New Mem ber States is shown to be de fi cient on two
counts. First, the re stric tions on state sup port led to fac tory clo sures on a vast
scale. Com pa nies in the old mem ber states se cured their own in ter ests by pre -
vent ing the rise of state cor po ra tions in the NMS, and they were able cheaply to
se cure as sets. 

Sec ond, the pro vi sion of new oc cu pa tional sta tuses to re place the jobs lost
through in di vid u al is tic eco nomic ‘en tre pre neur ship’ by the un em ployed was
com pletely in ad e quate. There is a limit to the num ber of new busi nesses which
can be cre ated in a de pressed in dus trial area and it is fan tasy to ex pect fac tory
work ers to be in ter ested in, or be able to form, new busi nesses.1 

What has be come more im por tant is the rise of a low pay mar ket econ omy.
The sig nif i cant ef fect here is that the pay from reg u lar em ploy ment does not com -
pen sate the em ployee for his time and ef fort. There are two con se quences for la -
bour: first many re ject low paid work and seek al ter na tive skrytye (hand to hand)
pay ments. 
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Sec ond, mi grant la bour be comes a ma jor con cern1. The free la bour mar ket
led to sig nif i cant geo graph ical la bour mo bil ity away from the de pressed ar eas to
the richer ones of the eco nomic core. This oc curred both on a re gional (Eu ro pean
Un ion) and a country basis. 

Data on un em ploy ment col lected on a com par a tive sta tis ti cal ba sis are use ful 
for bring ing out gen eral trends. Case stud ies of par tic u lar coun tries or com mu ni -
ties in di cate many more di men sions of the ways in which un em ploy ment af fects
so cial life. 

A Case Study: Ukraine

Who is un em ployed in Ukraine? Pub lished of fi cial sta tis tics in di cate that
around 7 per cent of the pop u la tion of Ukraine is un em ployed – in the sense that
they have no reg u lar paid em ploy ment and are reg is tered as seek ing work.

Of fi cial data col lected by the Coun cil of Min is ters in Ukraine re cord some 8
mil lion per sons of work ing age be ing un em ployed in 2009. This is di ag nosed as a
‘quan ti ta tive and qual i ta tive im bal ance be tween sup ply and de mand la bor’ and
in ad e quate lev els of skills. There is a low cost la bour force. La bour costs are only 9
per cent of pro duc tion costs in Ukraine whereas in the Eu ro pean Un ion it is 45
per cent. In Jan u ary — De cem ber 2009 only 7 per cent of va cant jobs of fered a sal -
ary equal to or higher than av er age wages of em ploy ees in post.2

Al most half of the un em ployed reg is tered in State Em ploy ment Ser vice are
young peo ple. In 2009, reg is tered as un em ploy ment were 975.5 thougand peo ple
were aged un der 35 years, in clud ing 74.1 thou sand who were grad u ates of higher
and vo ca tional ed u ca tion. The or tho dox way of ex plain ing the level of level of
youth un em ploy ment is to pos tu late a mis match be tween the types of vo ca tional
train ing pro vided and the needs of the econ omy and the la bor mar ket; other con -
trib ut ing fac tors are a lack of qual ity train ing, poor work ing con di tions of fered by 
em ploy ers of young peo ple. 

Re gional un em ploy ment is also a prob lem, par tic u larly in, min ing and ru ral
ar eas; there are also prob lems of em ploy ment for dis abled peo ple of var i ous kinds
who can not com pete on the la bor mar ket. Many work ers are em ployed in the ‘un -
of fi cial’ econ omy. Mi gra tion is one re sponse to re gional un em ploy ment. The
Ukrai nian cen sus of 2001 showed that 14.4 per cent of the pop u la tion (6.5 mil -
lion) were liv ing abroad. Most em i grants orig i nated in West Ukraine where
there was high un em ploy ment and low wages. Such em i grants, ir re spec tive of ed -
u ca tion were em ployed in low skilled jobs. Mi grants could earn on av er age 820
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USD abroad, com pared to av er age sal ary in Ukraine of 281 US$. It is es ti mated
that un em ploy ment would have been 1.5 times higher in 2008 with out em i gra -
tion to work abroad. Re mit tances sent back were nearly equiv a lent to the to tal of
FDI re ceived by Ukraine and 8 times higher than of fi cial de vel op ment as sis -
tance. Mostly used in Ukraine for liv ing ex penses. Con cur rently, Ukraine had at -
tracted some 5.3 mil lion res i dents who in 2001 had been born abroad. These new -
com ers came from the Rus sian Fed er a tion, Moldova, Uzbekistan, Belarus, Geor -
gia, Ar me nia and Azerbaijan.

Re gional spread. Hence in a nar row sense, the mar ket was work ing – la bour
was be ing dis placed and moved. How ever, this move ment was at con sid er able so -
cial costs to the fam i lies of la bour. 

My own study in cluded gives three sources of in for ma tion: a poll 1800 peo ple
ran domly se lected from over the Ukraine ask ing about their ex pe ri ence of un em -
ploy ment; dis cus sions with 20 un em ployed peo ple or gan ised in the form of two
dis cus sion groups and ten face to face in ter views with un em ployed peo ple which
took place in Kiev. The pub lic opin ion polls were con ducted in April 2012 and the 
in ter views and dis cus sions took place in June 2012.

Ac cord ing to my sur vey, of fi cial data sig nif i cantly un der es ti mate the level of
un em ploy ment. Of the 1800 peo ple sur veyed, 15.9 per cent an swered pos i tively
to the ques tion: ‘Are you cur rently in vol un tarily un em ployed and seek ing paid
work’ (81.6 per cent said no and 2.4 per cent did not an swer the ques tion). The to -
tal sam ple, of course, in cludes peo ple who can not work for one rea son or an -
other – such as stu dents, women on ma ter nity leave and dis abled peo ple (who are 
ex cluded in these fig ures). Thus the pro por tion of the pop u la tion ca pa ble of work
(but cur rently not seek ing any) and not hav ing it would be even higher – per haps
as much as 18 per cent (See Fig ure 4). 

Fig ure 4. Ukraine: Re spon dents cur rently un em ployed and seek ing work: by Gen der.
Source: Na tional Sur vey (N =1800), 2012.

The dis crep ancy be tween of fi cial data and the sur vey is due to many re spon -
dents per form ing per form ing non-con trac tual la bour (skrytaya zarabotnaya
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plata) on many jobs which are avail able for both man ual and non-man ual skills.
Those with out a paid oc cu pa tion take part-time work which is not ad min is tra -
tively re cog nised. Con sider one of our in ter view ees: [Anna]’Be ing un em ployed
does not mean with out jobs. The con cept of un em ploy ment is a con di tional one,
and it does n’t mean that I don’t do any thing. I do a num ber of jobs to earn some
money. But the main neg a tive fea ture of un em ploy ment for me is that I can’t re al -
ize my self pro fes sion ally.... I can not find a de cent, per ma nent job. Some times my
skills are in de mand. Some times I take part in pro jects ... Some times I am en gaged
to write ar ti cles … Also I do some kinds of tu tor ing. But all these are ‘day-to-day
in comes’. Un cer tainty dom i nates on the first place.’

Many of the for mally un em ployed par tic i pat ing in the fo cus group meet ings
pointed out that the so cial costs of a reg u lar paid job were not suf fi ciently rec om -
pensed. As Vadim (aged 44 and a for mer por ter) put it: ‘part-time tem po rary
work is much better than the reg u lar job where you have to go the whole week,
even on Sat ur day and at the end of the month you will just get your 1500 grivna.
For me it is much better when you go to work when you want to’. 

‘Ini tially I wel comed un em ploy ment as it gave me a rest. Then cri sis sud denly 
came and it turned out that not only was it hard to find a new job but ev ery one
around kept loosing their jobs. So I lost my spirit and went to my da cha (to the
coun try side). I started to look for some thing new, tried to find some part time
jobs as it was the only way for me to get money. Hence the coun try side is a ha ven
for many of those laid off in the towns. .. . Life in the coun try side was not too bad’.
He found a new oc cu pa tion: sell ing worms to fish er men – which was more prof it -
able than rou tine un skilled la bour. 

Rather more ad e quate ad ap ta tion was shown by Maria, aged 30 and a pre vi -
ous seam stress, found that she was able to set up as a home worker and re ceive
enough from her pri vate work to main tain her self. 

When we con sider the so cial back ground of the un em ployed, more men than
women are un em ployed and seek ing work (18.6 per cent com pared to 14.5 per
cent); de spite the fact that many more women have been made un em ployed. Con -
sider the ex pe ri ence of Elena aged 40 and a hair dresser. As she re called at the fo -
cus group dis cus sion: ‘At first I was very op ti mis tic about find ing work af ter the
hair dresser’s closed. But I found it dif fi cult even to get a job with a good clean ing
com pany. As my hus band did n’t earn enough money, our fam ily sud denly faced
pov erty. … I don’t have much ed u ca tion [so the jobs open to me are lim ited]. But
now I feel that no one ac tu ally needs me in this coun try. Women af ter 45 years are 
just thrown over board, and a proper life is had only by those, who have mar ried [a
hus band with a good sal ary]’. Hence domesticisation is not so much a choice but a 
ne ces sity for many women. Women have fewer op por tu ni ties for jobs, so don’t
seek them and rely on the house hold for in come.

The youn gest group (18 to 25) has the larg est num ber of un em ployed (24%)
fall ing to 18.5 per cent of the 46 to 60 age co hort. (See Fig ure 5). As one of our un -
em ployed fe male in ter view ees put it:

[Anna] ‘High school was hid ing the youth un em ploy ment for many years.
Par ents see that their chil dren have no where to go to work. So they de cide to give 
them higher ed u ca tion, hop ing that some pros pects will open for the chil dren.
But the pros pects don’t open up. Now a lot of young econ o mists, law yers etc. are,
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in many cases, at the mar ket — trad ing some soap or other tri fles. Par ents now see
that ed u ca tion gives noth ing. Such a num ber of spe cial ists on in ter na tional re la -
tions are not nec es sary in Ukraine. This is to tally a waste of par ents’ money.’ 

Fig ure 5. Peo ple cur rently un em ployed and seek ing work: by age group

While young peo ple cer tainly bear the brunt of un em ploy ment, higher ed u -
ca tion does im prove em ploy ment chances. As shown in Fig ure 6, those with full
sec ond ary ed u ca tion are the least able to cope on the la bour mar ket with over 20
per cent of this group (cur rently) be ing un em ployed. Some 13 per cent of those
sur veyed with higher ed u ca tion were seek ing work. The lower pro por tion of
those with pri mary and in com plete sec ond ary is ac counted for by a much higher
num ber of older peo ple who would be re tired or liv ing in the coun try side.

Fig ure 6. Peo ple Seek ing Work by Ed u ca tion (Per cent age of to tal group)
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The in ci dence of un em ploy ment is great est in house holds with the low est in -
comes, as noted in Fig ure 7. Rel a tively few in the high est house hold in come
groups were seek ing work. 

Fig ure 7. Un em ployed and seek ing work by cur rent av er age house hold in come.

To mea sure the in ci dence of lon ger term un em ploy ment, we asked who had
over the last three years been un em ployed for a con tin u ous pe riod of six months
or more. This ques tion in di cates the kind of per son who finds it dif fi cult to se cure
reg u lar paid work. Some 22 per cent of the re spon dents came into this cat e gory: of 
men 26.3 per cent and 19.4 per cent of women. As shown in Fig ure 8, un skilled
man u als were the most af fected by lon ger term un em ploy ment, though more than 
10 per cent of re spon dents in the other three cat e go ries had been un em ployed for
six months of more in the past three years. 

Fig ure 8. Un em ployed for 6 con tin u ous months (or more) in last three years, 
by oc cu pa tion (% of group). 

To tal num ber of re spon dents 1800, Per cent age of group. All re spon dents an swer ing that had
been un em ployed for con tin u ous pe riod of 6 months or more dur ing the past three years.
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Fig ure 9 con firms the un fa vor able mar ket ex pe ri ence of young peo ple and
also those with sec ond ary ed u ca tion. Those with higher ed u ca tion had also ex pe -
ri enced con sid er able un em ploy ment. 

Again un skilled work ers and man u als take brunt of un em ploy ment. Con sider 
one of our un em ployed in ter view ees, Viacheslav aged 48 and a for mer se cu rity
guard. 

‘I left my job be cause the sal ary was ever so small. But the man ager still re -
duced it and there was even de lay in get ting paid. They cut the wage from 1500
UAH to 1200 UAH for the same work. So I have an un sta ble sal ary and de lay in
be ing paid. Why do I need such a job?’ Or con sider Konstantine aged 35 a man ual
worker in one of the fo cus groups: ‘There is the un cer tainty. It is a big prob lem for
the fam ily when you don’t know what to do. Be fore there was con fi dence as there
were two sal a ries… I have faced the sit u a tion where there is no work in my spe ci -
al ity. If to re train, then I would have to work for some years to mas ter the new
pro fes sion. But even in case of re train ing, where will I work? The sal ary is
2500-3000 UAH (300-360$ per month) at the state en ter prises. It is very dif fi -
cult to pro vide for a fam ily with such pay ment’. 

Fig ure 9a. Peo ple un em ployed for pe riod of 6 months or more dur ing the past three years: 
by age.

Does the Mar ket Im prove La bour Al lo ca tion?

One of the ar gu ments ad vanced for a mar ket to rec on cile la bour skills with
em ploy ment wants, is that the mar ket more ef fi ciently matches lev els of skill and
ef fi ciency with pay and con di tions. To ex am ine this prop o si tion, we con sid ered
those who had been un em ployed for a pe riod of 6 months or more dur ing the past
three year pe riod, but had found work and were cur rently em ployed. We asked
whether the sub se quent em ploy ment was better, the same, or worse than the po -
si tion held be fore the pe riod of un em ploy ment. The ob jec tive here is to see if the
in tro duc tion of the mar ket leads to an im prove ment or not in the work sit u a tion.
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Here we con sider the suc cess ful ones who had found an other job. Oth ers, of
course, were still un em ployed. The an swers here in di cate how the la bour mar ket
was op er at ing. 

Fig ure 9b: Peo ple un em ployed for pe riod of 6 months or more dur ing the past three years: 
by ed u ca tion

To tal num ber of re spon dents 1800, Per cent age of group. All re spon dents an swer ing that had
been un em ployed for con tin u ous pe riod of 6 months or more dur ing the past three years.

Of the 175 who had found a new job, about a third of the re spon dents had
found a better job, but a fifth of the women and 15 per cent of the men had a worse
one. (See Fig ure 10). Em ploy ment pros pects for women were ei ther worse than
for men or women were will ing to take less agree able em ploy ment. Though the
num ber of women in the work force had re duced, fewer were ac tu ally seek ing
work. 

Fig ure 10. New Job af ter Un em ploy ment: better, the same or worse
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But the larg est group – nearly 50 per cent – were nei ther better nor worse off.
Of course, here we only con sider those who were suc cess ful in find ing jobs – not
those who had not found an other job.

As ed u ca tional level rose, as we see from Fig ure 11, we have a phe nom e non of
a rise in both the num ber of better and worse jobs. 

Fig ure 11. Jobs af ter un em ploy ment (Worse, the Same or Better) by ed u ca tional level 

The ‘over qual i fied’ na ture of those with higher ed u ca tion led some (27 per
cent) to take worse pay ing jobs. The greater in come dif fer en tial un der mar -
ket-cap i tal ism had the ef fect of mak ing the con di tions and re wards of some ex ec -
u tive and ad min is tra tive jobs better paid. How ever, many jobs were taken by
peo ple with higher ed u ca tion which were ei ther lowly paid (as in the pub lic sec -
tor) or highly ed u cated peo ple took jobs of lower qual ity. At the other end of the
ed u ca tion scale, those with pri mary ed u ca tion had rather better jobs. 

By age, as il lus trated in Fig ure 12 youn ger re spon dents had done better in the 
job mar ket: around 40 per cent find ing better jobs, whereas for peo ple over 40,
more had found worse jobs than those who were in better jobs. Pos si bly some of
those tak ing worse jobs were less ef fec tive em ploy ees. This is some ev i dence that
the la bour mar ket had some pos i tive ef fects. Some peo ple have done better from a
mar ket econ omy. But the over all ef fect on the un em ployed and many of the em -
ployed has been harm ful. 

This is summed up by Elena, aged 28, an un em ployed man ual worker in ter -
viewed in Kiev: 

‘I am so cia ble per son and I would like to be in so ci ety and now I am al ways at
home… There is lack of com mu ni ca tion. And in comes have also re duced. I feel it a
lot. When I buy gro cer ies, now I should pri mar ily look at prices. And if we go to
have hol i days, we should think again. Though my hus band has work and earns
money, we live on his money.’ 
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[As to con se quences on fam ily life]: ‘My self-ac tu al iza tion is only in my fam -
ily. As fam ily is the ba sic in life. But now I have such feel ing that some thing has
dis ap peared from my life. It is re lated to the un em ploy ment. I have dis ap point ing
thoughts be cause of lack of self-ac tu al iza tion. Doubts about my ne ces sity and
use ful ness have ap peared. The wish to see my close friends has dis ap peared. I
might have bad moods with out any rea sons. Noth ing cheers me up. I don’t even
want to do things which usu ally bring me joy; I don’t want to go for a walk. My
only wish is for iso la tion. Go to the coun try side. Job loss has af fected life.
Whether you re sign or you are dis missed, there are neg a tive feel ings.My in ter ests 
have changed. We have to save money. 

Fig ure 12: Jobs af ter un em ploy ment (Worse, the Same or Better): by age group

On the one hand, I have more time for house hold chores. And I may spend
more time on read ing, knit ting, em broi der ing. Take up some ac tiv i ties for which I 
have not had time be fore. … 

The main dis ad van tage of un em ploy ment is lack of money for self-ac tu al iza -
tion. There is no pos si bil ity to re al ize my po ten tial. And the de pres sion is com ing.
And there are dif fer ent thoughts, and you start to think pes si mis ti cally.’

The Over all Out comes

The move to mar ket cap i tal ism has ef fec tively de stroyed the ideo log i cal un -
der pin nings as well as the eco nomic sys tem which en gen dered full em ploy ment.
La bour is now a real cost to the en ter prise and the pro duc tion of ex change value
en tails mini mis ing wage costs – quite the op po site of the sit u a tion un der state so -
cial ism. 

The ef fects of mar ket cap i tal ism have been to re duce the size of the la bour
force and to in crease the num ber of peo ple who are un em ployed. Of fi cial sta tis -
tics col lected through la bour reg is tra tion sig nif i cantly un der es ti mate the num -
ber of peo ple un em ployed and seek ing work. ‘Skrytaya’ em ploy ment and earn -
ings are a con se quence of a low pay econ omy which makes it more ra tio nal to per -
form ca sual la bour than to take reg u lar em ploy ment. The los ers in the la bour mar -
ket are women, older work ers and the un skilled. Some so cial groups have had a
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mixed re sult: for some in the mid dle classes, more and better paid op por tu ni ties
have be come avail able; oth ers how ever have had to do less de sir able work. So cial
polar is ation has in creased. Sim i larly for those en ter ing the la bour mar ket, some
young peo ple have done well but oth ers have found that the job mar ket pro vides
re stricted op por tu ni ties. 

With the ex cep tion of self-em ploy ment and the set ting up of small busi -
nesses, post-So viet pol i cies have not made any sig nif i cant im prove ment in the
level or qual ity of em ploy ment, and the la bour mar ket pro vides many fewer jobs
than re quired by peo ple re quir ing work. The post-so cial ist coun tries not only in -
her ited the vir tues of mar kets but also one of its ma jor so cial evils, struc tural un -
em ploy ment.

What are the rem e dies?

In the neo-lib eral the ory, which guides the cur rent lead er ship of Ukraine,
cap i tal will flow to those ar eas where costs (of la bour and land) are lower and thus 
there will be an equa li sa tion of cap i tal. This should hap pen in any free mar ket
econ omy: on a world scale, cap i tal should flow from the de vel oped coun tries to
the un de vel oped; within coun tries, ar eas of eco nomic de pres sion with low costs
should at tract in vest ment at the cost of ar eas of high costs. Peo ple should adapt
by ad just ing and im prov ing their skills to the jobs avail able.

In con ven tional West ern eco nom ics, the eco nomic mech a nism al ways moves 
to equi lib rium: in the ory, the mar ket’s ‘hid den hand’ coun ters any neg a tive
change in the eco nomic sys tem with a coun ter vail ing ten dency to re verse the in -
duced change. Hence, if a fac tory closes mak ing work ers re dun dant, the con ven -
tional econ o mist’s re sponse is that they will seek other work or, if none is avail -
able, they will ei ther start their own busi nesses or ac cept lower wages and hence
at tract in vest ment which will pro vide new em ploy ment. In this way a new equi -
lib rium is reached. 

How ever, in the real world there is ‘no au to matic self-sta bili sa tion in the so -
cial sys tem’1. The re sponse is not to in duce coun ter vail ing forces but to re in force
changes ‘which move the sys tem in the same di rec tion as the first change but
much fur ther.’ 2 This is a pro cess of cir cu lar cau sa tion. De-de vel op ment is cu mu -
la tive and leads to fur ther de-development. 

Tak ing the ex am ple of un em ploy ment, it will have cu mu la tive ef fects in the
same di rec tion: the un em ployed have low spend ing power, their men tal and
phys i cal health suf fers, they in cur debts, and their fam ily life dis in te grates. There
is no stim u lus for in vest ment; on the con trary, the lack of eco nomic de mand leads
shops to close and hous ing con struc tion to be aban doned. If there is free move -
ment of la bour, work ers move else where hence chang ing the age and sex struc -
ture and mak ing the la bour force less vi a ble. The de clin ing econ omy leads the tax
in come of gov ern ment to fall though the so cial and eco nomic needs of the area
rise. Lack of tax rev e nue leads gov ern ments to adopt ‘aus ter ity’ mea sures thereby
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again low er ing pub lic wel fare – ed u ca tional lev els fall, pov erty in creases. So cial
stress in creases. The area be comes even less at trac tive for eco nomic and so cial de -
vel op ment. 

Within a neo-lib eral frame work, to rem edy the neg a tive down ward spi ral,
gov ern ment in ter ven tion takes place with pol icy ini tia tives which seek to re verse 
the trend: pub lic in vest ment, sup port for pri vate ini tia tive, vo ca tional train ing,
in come sup port. These mea sures move in the op po site way to the sta ble equi lib -
rium. In vari ably, such mea sures only ad dress lim ited as pects of the prob lem and
un em ploy ment and its con se quences are struc tural in char ac ter and re main un re -
solved.

Gov ern ment pol icy, nei ther in Ukraine nor in any mar ket econ omy, does not
seek to pro vide full em ploy ment but to im prove ac cess to em ploy ment and to
ame lio rate its ef fects. A par tial rem edy is the pro vi sion of jobs through pub lic
works, by en cour ag ing en tre pre neur ship and im prov ing the mech a nism link ing
va can cies to job-seek ers. These mea sures are use ful but have been found to be in -
ad e quate and high lev els of un em ploy ment are likely to con tinue. Geo graph ical
mo bil ity of la bour both na tion ally and glob ally, gov ern ment schemes of job-cre -
ation and vo ca tional ed u ca tion, sup port for small busi ness and en tre pre neur ship
can have pos i tive mar ginal ef fects. But the down ward pres sure on la bour costs
con se quent on profit maxi mi sa tion makes high lev els of do mes tic un em ploy ment
and low lev els of la bour uti li sa tion a sys temic fea ture of neo-lib eral cap i tal ism.
The mar ket mech a nism works in the di rec tion of fa cil i tat ing the mo bil ity of la -
bour from low pay to high pay ar eas, which in turn ex ac er bates so cial ten sions
which of ten take a na tional or eth nic char ac ter. There is no en dog e nous self-
 equilibriating mech a nism in neo-lib eral cap i tal ism. 

A move to more Keynes ian mea sures of pub lic in vest ment cou pled to state
in dic a tive plan ning would be a more rad i cal so lu tion. This sce nario would in -
volve a form of in dic a tive plan ning for the econ omy as a whole and to se cure a full
em ploy ment econ omy. The set ting up of a Min is try of Em ploy ment which would
be em ployer of last re sort would in crease em ploy ment. The anal ogy here would
be with cen tral state banks who act as lend ers of last re sort. This would be a so -
cial-dem o cratic mar ket type of so lu tion and would main tain a cap i tal ist base to
the econ omy. Whether this is a prac ti cal prop o si tion in the con text of a global
mar ket econ omy is most doubt ful. It goes com pletely against the the ory of self in -
ter est maxi mis ing firms and in di vid u als which drives the free cap i tal ist mar ket.
And it would re quire a rad i cal shift from the as sump tions of free mo bil ity of la -
bour, cap i tal, com mod i ties and ser vices. Profit maxi mi sa tion en tails cut ting la -
bour costs and re duc ing la bour to the min i mum and would be in con tra dic tion to
a full em ploy ment pol icy.

Noth ing more than a ma jor sys temic change is nec es sary to en sure a full em -
ploy ment rate com pa ra ble to that of state so cial ism or na tional cap i tal ism (as in
Ger many in the inter-war years). In this par a digm cap i tal ist pri vately owned
com pa nies se cure prof its within the con text of a state led eco nomic plan ning.
Such econ o mies pro vided a full em ploy ment econ omy based on a phi los o phy of
work; and an eco nomic pol icy of de vel op ment which in cluded the maxi mi sa tion
of la bour use. Nei ther of these as sump tions are part of the neo-lib eral eco nomic
frame work. 
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There is one other model which might lead to a full em ploy ment econ omy. It
would re quire a lead ing role to be given to ad min is tra tive/state, rather than mar -
ket, co or di na tion. A form of state cap i tal ism could pro vide an eco nomic and po -
lit i cal ba sis. This would go much fur ther than na tional cap i tal ism as it would in -
clude state own er ship of the means of pro duc tion. China would be the model to
copy here. It would also en tail a more autarchic form of po lit i cal econ omy or gan -
ised on a re gional ba sis. It could not be achieved within the pres ent world eco -
nomic sys tem. Such an op tion would only be likely con se quent on the fur ther in -
sta bil ity of the world eco nomic sys tem. Should the fi nan cial cri sis be come even
more se vere, lead ing to a crash of world cap i tal ism, such a sce nario would be a
pos si bil ity. In cur rent cir cum stances, how ever, it does not ap pear to be a likely
sce nario. 
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