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CEKIIA 3. EKOHOMIYHI ACIHEKTHU PO3BUTKY YKPATHU

Bato V.,

PhD candidate
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Bratislava, Slovak Republic

THE FUTURE OF THE EU-UKRAINE RELATIONS:
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After declaring independence from the Soviet Union on August 24, 1991,
Ukraine faced the challenge of building its own statechood and moving towards
democratic and economic reforms. In 1994, the Partnership and Cooperation
Agreement (PCA) was signed between the EU and Ukraine, which laid the
foundations for their mutual political and economic cooperation. The events of
Euromaidan and the subsequent annexation of Crimea and the conflict in Donbas had
a profound impact on Ukraine, its relations with the EU and Russia, and also on the
geopolitical situation in the region. For Ukraine, this meant stepping up efforts for
political and economic reforms in an effort to move closer to the EU, while for the
EU and its member states it was a challenge to respond to violations of international
law and intervene to stabilize and support Ukraine. Despite the ravages of war, the
Ukrainian economy has shown remarkable resilience, handled shocks and maintained
the continuity of national production, which is essential for military success and the
maintenance of adequate living conditions [1].

The Slovak economy in the wider context of the European Union is at a critical
point where it can significantly benefit from involvement in the recovery plan of
Ukraine. This engagement offers a unique convergence of interests, promising growth
opportunities for Slovakia, and at the same time contributes to the stabilization and
development of Ukraine.

The war in Ukraine caused serious economic damage, which significantly
affected the development trajectory of the country and the well-being of its citizens.
Ukraine's poverty rate has escalated dramatically from 5.5% to 24.2% in 2022,
pushing an additional 7.1 million people into poverty. Added to these economic
difficulties is the significant problem of food insecurity, which affects one in three
households. As of March 2024, the war has caused about $63 billion in direct damage
to Ukraine's infrastructure. This includes the destruction or damage of thousands of
residential buildings, educational institutions, medical facilities and critical energy



186
infrastructure. The Russian invasion led not only to loss of life, but also to a
significant brain drain, with more than six million people leaving the country, or
about 15% of the pre-war population. This fact is expected to result in long-term
labor shortages. The agricultural sector, which was a strong part of the Ukrainian
economy in the past, was significantly affected. It employed 14% of the population
and accounted for 45% of export earnings before the war, but now faces reduced
production and damaged business infrastructure. In addition to the immediate
damage, broader economic challenges include more than $150 billion in damage to
physical infrastructure and the reduced capacity of local communities to manage
large-scale recovery efforts [2] [3][4].

The European Union has played a key role in the reconstruction of Ukraine by
providing significant financial and institutional support. Since the outbreak of the
conflict, the EU has committed almost €98 billion to various forms of aid, including
financial, humanitarian, emergency, budgetary and military support. This significant
commitment underlines the EU's commitment to the stability and reconstruction of
Ukraine. In addition, the establishment of a multi-agency donor coordination platform
ensures that the aid provided is coherent, transparent and accountable [5]. In response
to Ukraine's ongoing needs, the EU has launched strategic initiatives aimed at
promoting economic integration and sustainable development. The introduction of the
Facility for Ukraine, with a budget allocation of up to EUR 50 billion for the years
2024 to 2027, is designed to provide stable and predictable financial support to assist
Ukraine in its recovery efforts. This initiative not only supports immediate
reconstruction needs, but also aims to attract and mobilize additional public and
private investment, focusing on critical sectors such as infrastructure and economic
modernization [6]. Aware of the deep impact of the war on the social structure of
Ukraine, the EU also focused on the restoration of the social infrastructure. An
investment of EUR 100 million was directed to the reconstruction of damaged
schools, and approximately EUR 14 million was earmarked for the procurement of
school buses that will enable safer and more accessible education for Ukrainian
children [5].

Ukraine's strategic location between the EU and Russia makes it a key buffer
zone and potential gateway for EU expansion into Eastern Europe and Central Asia.
Also, as a key partner, Ukraine plays a key role in the EU's efforts to promote
stability and security in Eastern Europe, which is key to the region's geopolitical
environment. Ukraine is the EU's 8th largest trading partner, which highlights its role
in bilateral trade. Immediately, Ukraine has significant reserves of natural gas, coal
and other vital energy sources and is an integral part of the EU's energy security,
potentially reducing dependence on external energy supplies. Ukraine's urgent
situation, aggravated by external threats, hastened the process of its integration into
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the Euro-Atlantic community, which was manifested by its immediate application for
EU membership in the first days of the invasion [7].

Initially, the Slovak economy was expected to grow by approximately 3% in
2022, but the Russian invasion significantly changed this trajectory. Instead, the
economy experienced a slowdown due to the compounding effects of increased
energy prices and trade disruptions. The Slovak Republic's involvement in the post-
war reconstruction plan of Ukraine represents several opportunities for the Slovak
economy. Currently, approximately 15,000 Ukrainian refugees have secured
employment in Slovakia, primarily in the manual labor sectors. This integration not
only helps refugees, but also solves the lack of labor on the Slovak market. Slovakia's
new government program underlines significant "business opportunities" in the
reconstruction of Ukraine, especially for Slovak companies. A road map is being
prepared to facilitate Slovak participation in these initiatives, promising economic
benefits and stronger bilateral ties. Slovakia, in cooperation with the EU, 1s taking
steps towards energy independence from Russia, a move that increases national
security and opens up opportunities for investment in renewable energy, and despite
the adverse effects of the Russian invasion, the Slovak economy is expected to grow.
The financial impact of the EU is expected to lead to a projected year-on-year growth
of 1.5%, with further growth expected from investment in green solutions [8].
Slovakia offers specialized financial products for Slovak exports to Ukraine, covering
commercial and political risks. This support is crucial for companies entering the
Ukrainian market [6]. Eximbanka initiated a survey to determine the needs of Slovak
companies that want to enter the Ukrainian market. This proactive approach ensures
tailored support for businesses expanding into Ukraine.

The European Parliament Research Service (EPRS) conducted a
comprehensive strategic prognostic analysis, resulting in four potential scenarios for
future relations between the EU and Ukraine. Ranging from "Just Stability" to
"Destroyed Europe", these scenarios outline options ranging from Ukraine's full
integration into the EU and NATO to scenarios where conflicts remain unresolved or
escalate. Each scenario presents unique challenges and opportunities, highlighting the
need for adaptable strategies that can handle varying degrees of cooperation and
conflict between Ukraine, the EU, and Russia. Despite the ongoing conflict and its
complexity, Ukraine is gradually working to meet the conditions necessary for EU
membership. A key aspect of this journey is the EU's support in dealing with internal
and external security challenges after the end of the conflict. The integration of
Ukraine into the EU is not only a political and cultural effort, but also an economic
strategy that involves significant financial consequences. The estimated cost of
Ukraine's integration into the EU budget is estimated at 0.13% of EU GDP per
year [8]. To support this transition, the EU plans to develop targeted aid programs
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aimed at strengthening the Ukrainian government's ability to cope with post-war
challenges and ensure a smooth and sustainable integration process.
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