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Ukraine: Elite transformational leadership is
needed to create trust and institutional reform

Ukraine’s elites have faced a number of severe challenges in
recent years. These have ranged from the ineffectiveness of
policies and traditional management approaches to unlock
Value Creation in the economy, to national security con-
cerns, including the loss of control over part of its national
territory, as well as the loss of important traditional export
markets in post-Soviet countries. Simultaneously, a strategic
choice has been made to refocus its efforts on political and
economic engagement with the EU. This pivot has set new
requirements for public institutions, market infrastructure,
and will test the ability of elite transformational leadership to
address the remnants of the post-Soviet past.

The public administration establishment is trying to move
away from the old, imposed management culture to a mod-
ern system that understands the development priorities of
Ukraine. For instance, a set of reforms are now underway
that apply to the financial sphere, the establishment of an-
ti-corruption bodies (Ukraine has a poor EQx ranking for Po-
litical corruption, COR, i.1, rank # 103), the transparency of
public procurement (Institutional quality, DBI, i.2, rank #
59), opening a land market, and the digitalization of public
services. Moreover, in order to move towards integration
with EU norms, the government carried out other essential
and effective fiscal reforms in 2019 that are reflected in the
country’s indicators for Fiscal decentralization (FDE, iii.8,
rank # 20), and Administrative decentralization (ADE, i.1,
rank # 13). At the same time, and while reforms are imple-
mented, the country's elites have fulfilled a cardinal task: to
maintain democratic principles in domestic politics. This will
be the foundation of the country's strategic development in
the future, and hence progress in terms of Political Power
(rank # 70) is expected.

In the EQx2021, Ukraine ranks # 78 out of the 151 coun-
tries assessed. However, for six EQx Indicators, the country
is ranked among the top 20 countries, while it is in the top
half for 46 Indicators and the bottom half for 42. A key to
understanding the overall Elite Quality picture, is the size of
the shadow economy, which, according to the World Bank,
comprises up to 50% of Ukraine’s GDP (Medina & Schnei-
der, 2018). The economic elite system of the country is a bal-
ancing act that involves a wide range of players, from large
business owners to individual entrepreneurs. Both the posi-
tive and negative aspects of this system need evaluation.

Chapter 4: EQx2021 Analysis and Interpretation

Ukraine ranks first for Billionaires selfmade as % of total bil-
lionaires (BSM, iv.11, rank # 1), which indicates rapid de-
velopment of the country’s entrepreneurial and Value Cre-
ation potential in a relatively young (30-year-old) free
market. On the other hand, the wealth of billionaires ac-
counts for a significant share of the country’s GDP (Billion-
aires’ wealth as % of GDP, BIW, ii.5, rank # 115), indicat-
ing high degrees of Economic Power (rank # 102). At the
same time, however, firm dominance is much lower than bil-
lionaire dominance. Ukraine is ranked relatively highly in
terms of Top 10 firms profitability (PRO, ii.5, rank # 14),
Top 10 firms market cap as % of GDP (FKG, ii.5, rank #
31), Top 30 firms' revenues as % of GDP (FRR, ii.5, rank #
12) and Top 3 firms' revenues as % of GDP (FRG, ii.5, rank
# 36). These scores bring down the concentration of the
power of elite business models reflected in the Firm Domi-
nance Pillar (rank # 60).

A significant proportion of the employed population works
in the informal economy, which has resulted in low perfor-
mance in terms of the Labor Value Pillar (rank # 91). The In-
dicators for the Labor force participation rate (LFP, iv.12,
rank # 117) and Youth unemployment rate (YUN, iv.12,
rank # 108) stand out in this regard. Ukraine also suffers
from the departure of its top talent and has a significant

number of its citizens employed abroad. This partly ex-
plains the Net brain drain (BRN, iv.12, rank # 48).

The crisis of trust between different institutions remains a sig-
nificant problem, as does the mistrust between business
elites and non-elites — the citizens at large. Judicial reform
has not been completed, and the stock market remains in its
infancy. Access to capital remains expensive for most entre-
preneurs who are therefore deterred from engaging in the
Value Creation business models that the economy urgently
needs. Low levels of trust reduce the quality of the business
environment and the efficiency of the state and its public in-
stitutions, all of which has encouraged the development of
a huge shadow economy that fosters value transfer and
rentseeking activities. The key to solving Ukraine’s prob-
lems lies in addressing this underlying trust problem with in-
stitutional reforms that can encourage the development of
new Value Creation business models. As this is achieved,
foreign direct investments (FDI net inflows as % of GDP, FDI,
iv.10 rank # 84) will naturally flow into this large European
market (with a population of 42 million people) and contrib-
ute to the overall development of Ukrainian society.

Prof. Oleksandr Savruk,
Dean, Kyiv-Mohyla Business School [kmbs], Kyiv, Ukraine
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