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ssessment of Ukraine’s economic freedom has been temporarily sus-
A pended because of Russia’s ongoing invasion since February 24, 2022. A
vibrant and resilient economy is essential for Ukrainian freedom and inde-
pendence. Ukraine’s economic potential has long been suppressed by poor
economic governance. Before the war, the foundations of economic freedom
were fragile and unevenly established across the country.

Before the war, Ukraine’s economy was considered economically “repressed.”
Low rankings in the /ndex of Economic Freedom and other international stud-
ies offered unambiguous indications of systemic shortcomings in the key areas
of transparency, efficiency, and openness. Deeper institutional and structural
reforms were critical for the achievement of more broadly based development.
The inefficient legal framework was highly vulnerable to political interference,
preventing full realization of Ukraine’s economic potential. Corruption further
undermined the fragile rule of law. Russia’s illegal annexation of the Crimean
Peninsula and second invasion continue to damage Ukraine’s economy.
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RULE OF LAW
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The overall rule of law is weak in Ukraine. The
country’s property rights score is below the world
average; its judicial effectiveness score is below
the world average; and its government integrity
score is below the world average.
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Before the war, despite some reform, regulatory
complexity often created uncertainty in commer-
cial transactions. The business start-up process
had been streamlined, but licensing requirements
were still time-consuming. The labor code lacked
flexibility. The government influenced prices
through state-owned enterprises.
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The top individual income tax rate is 18 percent,
and the top corporate tax rate is 18 percent. The
tax burden equals 26.9 percent of GDP. Three-
year government spending and budget balance
averages are, respectively, 60.1 percent and -13.1
percent of GDP. Public debt amounts to 82.3
percent of GDP.
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Before Russia’s invasion, Ukraine’s tariff rate was
approximately 3.4 percent, and nontariff barriers
severely limited trade freedom. The investment
framework was underdeveloped, and bureaucratic
requirements deterred much-needed private
investment growth. The banking system was bur-
dened by a large number of nonperforming loans.
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