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EU - Ukraine Free Trade Zone: How Ukrainian Business Views It 

(based on in-depth interviews with Ukrainian top managers) 

During June-July 2008 the Institute for Economic Research and Policy Consulting 
conducted in-depth interviews with top managers of Ukrainian companies and 
business associations in order to find out their attitude towards formation of the 
FTA between Ukraine and the EU. The list of companies included exporters and 
importers of industrial and agricultural goods as well firms from the industries, 
which have been traditionally considered as vulnerable to foreign competition. 
The main results of this survey are as follows:   

A. Import Duties  

• The EU tariff barriers (duties) are not perceived by Ukrainian business as 
the trade barrier (except agricultural producers). This fact can be 
explained by the low level of the EU import duties for industrial goods. 

• Entrepreneurs actively support abolition of all duties for parts, 
components, materials and equipment by Ukraine (especially in case when 
the domestic production of these items is absent).  

• At the same time business negatively perceives the prospects of further 
reduction of import duties for finished products produced in Ukraine.  

• Survey shows that food and car-making industries will be among the 
strongest opponents of import duties abolition by Ukraine within EU-
Ukraine FTA.  

• Metallurgy and food industry are concerned with existence of export 
duties after formation of FTA. 

• Ukrainian producers support the idea of asymmetrical introduction of free 
trade regime (the EU first, transitional period for Ukraine).  

 B. Non-Tariff Barriers: Ukraine  

• Survey shows that in a majority of cases the Ukrainian business considers 
internal trade barriers to be the most substantial ones. In other words the 
relevant problems of Ukraine’s regulatory environment pose much more 
problems for business than EU-27 trade barriers.  
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• Companies indicate the complexity and lack of clarity of Ukrainian 
regulatory procedures resulting in additional time burden and direct 
financial losses. The instability of regulatory environment in Ukraine also 
poses the problem.  

• Among the most substantial problems agricultural producers emphasize 
the practice of discretionary and sudden (for market participants) 
introduction of quantitative restrictions (quotas), for example export 
quotas for grain, sunflower seeds and oil effective until recently.  

• Among the most substantial problems food producers emphasize the 
procedures of confirmation of origin, expensive sanitary and phyto-
sanitary control. The Ukrainian system of quality and food safety does not 
meet that EU requirements and this is also a problem.  

• Virtually all enterprises consider customs procedures to be one of the key 
problems because these procedures are excessively time-consuming.  

• Among internal barriers state-owned enterprises single out the problems 
of state procurement. Tendering procedures takes a lot of time (50-60 
days), and consequently prevent state enterprises from efficient and 
competitive selection of suppliers, which reduce competitive advantages of 
the enterprises in question.  

• Companies note that the process of switching to technical regulations has 
been uncompleted so far, complain about non-availability and non-
transparency of information concerning regulatory issues, as state 
authorities very often act contrary to the legally codified principles of 
regulatory policies. 

C. Non-Tariff Barriers: EU  

• The EU quantitative barriers do not create problems for Ukrainian 
producers of manufacturing goods after Ukraine’s WTO accession (for 
example, the EU steel quotas were cancelled). 

• At the same time for a number of industries the EU-27 trade barriers are 
substantial. It refers first of all to agriculture and food industry, chemical 
production, non-ferrous metallurgy (titanium production, for example). 

• A number of Ukrainian steel enterprises turned out to be unprepared for 
implementation of REACH, although REACH system has been under 
discussion for a long time. This argument in favor of the fact that 
Ukrainian business takes quite an indifferent stance and cannot defend its 
interests by generally accepted methods.  

• Metallurgical enterprises point on the mismatch between Ukrainian and 
European standards. The latter ones are more stringent in terms of 
definition of danger presented by different chemical substances.  
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D. Trade Relations with Third Countries  

• Ukrainian business is concerned with the potential impact of the FTA with 
the EU upon relations with Russia and other CIS countries in terms of 
preserving current free trade regime.  

• This issue is especially important for machine-building and food industry 
due to their heavy orientation towards CIS market because of established 
production links or failure to meet European quality standards. 

E. EU-Ukraine FTA: General attitude of Ukrainian business 

• In its majority Ukrainian companies are not ready to discuss the issues of  
the FTA formation, because (as survey shows) entrepreneurs have yet not 
thought about FTA in practical terms.  

• Survey results prove that Ukrainian businessman think in a rather specific 
terms of their enterprises and is not ready to generalize or single out the 
problems they have to solve would the personal connections be absent.  

• To considerable extent the attitude towards FTA has been influenced by 
peculiarities of doing business in Ukraine such as  

o State capture.  Large enterprises (including exporting companies) 
to a great extent rely upon personal connections (including 
representatives of the authorities) as vehicle of solving different 
problematic issues in Ukraine. And namely these connections but 
not a favorable investment climate (improved inter alia due to 
simplification of trade procedures) have been perceived as the key 
factor of successful business development. Thus, the FTA with EU 
has been viewed so far as secondary instrument of solving the 
problems. 

o Intermediaries. Survey shows that Ukrainian companies in their 
relations with the EU very often resort to the services of either 
partner from the EU, or intermediaries. As a result Ukrainian 
producers very often do not know the technique of trade operations 
on the EU markets as well as the specific problems. That’s why 
Ukrainian companies themselves do not take interest in the 
potential changes of economic environment resulting from 
establishment of the FTA between the EU an Ukraine. 

o  «Selling company instead of developing business» strategy. A 
number of Ukrainian companies do not have medium- or long-term 
business strategies and look forward to sell rather than to develop 
the business. As a result these companies expect that EU-Ukraine 
FTA will facilitate the coming of a new owner and not new business 
opportunities. 

• Low interest towards FTA problems is demonstrated by the passive 
attitude of companies to the questions regarding FTA, posted on the 
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website of the Ministry of Economy. In the course of interviews we found 
out that any respondent has not familiarized himself with the content of 
questionnaire on FTA (elaborated by the Ministry of Economy) or position 
of the EU business circles on this issue. Both documents are of available 
on the website of the Ministry of Economy.  

• Based upon results of in-depth interviews we assert that today it is 
impossible to expect the appearance of consolidated position of 
business circles regarding peculiarities of FTA and the elaboration 
of this position has to be influenced by the Government.  

F. Role of the Government  

• Entrepreneurs identify the following problems to be important for them:  

o Absence of information regarding Ukraine’s approach towards FTA 
formation,  

o Inefficiency (absence of real assistance) of Ukrainian trade missions 
in EU countries, and 

o Absence of state information support (for example, information 
about market trends in the EU, main trade barriers, etc.)  

• This information “hunger” is most typical for medium business first of all.  

• Though, the business has not been ready so far to provide generalized 
recommendations to be used to formulate Ukraine’s position for 
negotiations but at the same time entrepreneurs are ready to discuss 
specific issues regarding formation of the FTA after getting relevant 
information.  


