/\_
l‘leDg UNITED NATIONS

w INDUSTRIAL DEVELOPMENT ORGANIZATION
=~

Assessment of EIP as part
of Green Recovery of Ukraine
25 April 2024




‘v
2,
<
M’/@\\\h Schweizerische Eidgenossenschaft Federal Department of Economic Affairs,
UNIDO Confédération suisse Education and Research EAER
\{\w Confederazione Svizzera State Secretariat for Economic Affairs SECO
—

Confederaziun svizra

UNITED NATIONS _ _
INDUSTRIAL DEVELOPMENT ORGANIZATION Swiss Confederation

©2024

This document has been produced without formal United Nations editing. The designations
employed and the presentation of material in this document do not imply the expression of
any opinion whatsoever on the part of the Secretariat of the United Nations Industrial
Development Organization (UNIDO) concerning the legal status of any country, territory, city
or area or of its authorities, or concerning the delimitation of its frontiers or boundaries, or its
economic system or degree of development. Designations such as “developed”,
“‘industrialised” or “developing” are intended for statistical convenience and do not necessarily
express a judgement about the stage reached by a particular country or area in the
development process. Mention of any firms or commercial products does not constitute an
endorsement by UNIDO.




ABBREVIATIONS

AMCU
CBAM
Co2
DIH
EBRD
EE
EIP
EU
EUR
FDI
GDP
GEIPP
GHG
HEI
ICT
IDDI
IDP

IFC

PNR
MMC
MSMEs
NBU
NDC
NEC
OECD
R&D

RDNA

Antimonopoly Committee of Ukraine

Carbon Border Adaptation Mechanism

Carbon Dioxide

Digital Innovation Hub

European Bank of Reconstruction and Development
Energy Efficiency

Eco-Industrial Parks

European Union

Euro

Foreign Direct Investment

Gross Domestic Product

GLobal Eco-Industrial Parks Programme
Greenhouse gas

Higher Education Institution

Information and Communication Technology
Industrial Deep Decarbonisation Initiative
Internally Displaced Person

International Finance Corporation

Industrial Park

Information Technology

Ministry of Environmental Protection and Natural Resources
Mining and Metallurgical Complex

Micro-, Small- and Medium Enterprises

National Bank of Ukraine

Nationally Determined Contribution

National Energetic Company

Organisation for Economic Co-operation and Development
Research and Development

Rapid Damage and Needs Assessment




RE

SME

UAH

UN

UNCTAD

UNIDO

us

VAT

Renewable Energy

Small and medium-sized enterprise

Ukrainian Hryvnia

United Nations

United Nations Conference on Trade And Development
United Nations Industrial Development Organisation
United States

Value Added Tax




TABLE OF CONTENTS

CHAPTER 1: The Current Status Of The Development Of Industrial Parks In Ukraine............. 6
1.1 Overview of key sectors impacted by the ongoing conflict with Russia.......cceceeevurueee.. 6
1.2 List of existing green industrial INIIAtIVES ....eeeeeeeeeeereereeeee et eessseeseasse e sesessesseseses 10

1.3 List of available post-conflict opportunities (e.g. grants or loans) for Ukrainian
industry and industrial parks to move towards the practical implementation of the
eco-industrial parks model, including resource efficiency, cleaner production, and

INAUSEIIAL SYMDIOSIS vttt eteseee ettt ee e tesss s ssssesessssssssssesssssssssssessssssssssassssssessssssesens 12
Chapter 2: Analysis of the State Economic Green Recovery Needs And List Of Potential
Short-Term And Long-Term Recommendations For National And Local Government......... 16

2.1 KBY DAITIEIS.uureeeeterireererereeesesesssesesessssesesssssssssssssesessssssesssessssssssassssesessssssesssssssesesssssesesessssases 16

2.2 International EXPEIIENCE ........uuiii e e e e e e e e e e e e e re e e e e 20
Chapter 3: Conclusions & RecommendatioNS .......cccooeeeeiiieiiiiiiiii e 23

3.1 Recommended list of initiatives for Green reCoOVEIrY.... i eeerereeeseseseseesesesenes 23

3.2 Measures for national and local government (oblast and city administrations) to

create an inclusive green society in the context of green recovery .......enneeecenns 26

3.3 Evaluating the impact on the social sphere, the economic performance of the region,

and key indicators of the national ECONOMY ...........coiiiiiiiiiii i e 27

3.4 Potential list of post-conflict opportunities (e.g., grants or loans) accessible to
Ukrainian industry and industrial parks aiming to transition into the tangible

realisation of the eco-industrial Parks MOdel. ... 30
Chapter 4: Action Plan 33
4.1 Timeline of key initiatives with a long and short term section with an overview of

the key Stakeholders INVOLVEd ...ttt ssss s ssssssssssssssssssssssssssssssens 33
Annex 1. Timeline of key initiatives with along and short term section............ccc....... 35




Introduction

Background Information

The study provides an overview of the current state of industrial parks development in Ukraine
as well as key legislation basis for the stimulation of their activities and potential transformation
to the form Eco-industrial parks (hereinafter - EIPs). The study also identifies the impact of
war on the economy of regions and the EIP development through desk research and
interviews with EIPs and stakeholders on national and regional level. Based on desk research
and interviews the project develops recommendations for the recovery process in Ukraine.

Project Intervention

The study will support the development of initiatives that will complement the Ukraine Facility
Program that is focused on ensuring the short and mid-term recovery of Ukraine. The study
also explores the role of EIPs in the recovery of Ukraine.

A deep-dive analysis of industrial decarbonization

Through intensive stakeholder engagement, a deep-dive analysis will be carried out on the
most promising sectors of the economy and regional locations for EIP development. The
diagnostic analysis will serve to analyse benchmarks and gaps (key policy, institutional
capacity, resource, implementation, compliance, and enforcement gaps) in national industrial
policy and the solutions thereof. The focus will be on the most competitive industries wherein
environmentally friendly technologies will have the most impact across the selected regions
with the existing IPs.

The output will be a selection of opportunities for scaling up energy efficiency, renewable
energy, and other priority areas for IP development like carbon capture, utilization and storage
(CCUS), and hydrogen as well as the role of innovation in each region, backed up by
guantitative and qualitative data to raise ambitions of regional IPs and streamline state
economic recovery activities. The analysis will serve to identify existing finance mechanisms
and incentives for EIP development in the context of the selected regions.

Roadmap for recovery needs assessment for EIP development

Leveraging the insights gained from the deep-dive task and with consultations with UNIDO,
governments, and industry, the study will develop a collective mid to long-term roadmap for
EIP development. The roadmap will include policy recommendations, institutional capacity
needs, and technological solutions in more detail for key industrial sectors. An operational
implementation roadmap of their transition will also be developed, in particular detailing
actions that would boost firms’ competitiveness and build resilience across value chains,
including the structure of the finance vehicles and facilities required for the implementation of
the roadmap. The roadmap will establish clear targets to facilitate the creation of climate-
compatible industries.

The roadmap will be focused on key local industrial deep decarbonization markets,
highlighting opportunities and potential mechanisms for market creation and/or market
transformation. It is expected that avenues for supporting the implementation of green public
procurement will be identified and consider methods for strengthening the private sector
demand for more rigorous energy efficiency standards across supply chains.

The roadmap will be used to initiate a matchmaking process between countries, funding
institutions, and solution providers, equipping countries to take concrete action and unlock
investment and raising ambition in energy efficiency (in their Nationally Determined
Contributions [NDCs]).




Options related to gender mainstreaming in the national industry will be included based on the
data collected during the deep dive analysis.




Executive Summary

Ukraine faces a complex challenge encompassing environmental degradation, economic
strains, and the aftermath of armed conflict, which exacerbates existing issues. Traditional
industries contrbute to environmental degradation, while the recent conflict has inflicted
substantial damage on the economy, disrupting vital trade routes and leading to a decline in
economic activity, particularly impacting businesses and agricultural exports.

The ongoing conflict has disrupted the development of industrial parks and eco-industrial
parks, exacerbating financial constraints, regulatory complexities, and war-related issues such
as infrastructure destruction and worker displacement. To overcome these challenges and
facilitate green recovery, a series of initiatives is proposed, including financial support, policy
amendments, and regional actions aimed at stimulating economic growth, promoting job
creation, and enhancing infrastructure development.

Key barriers to the development of industrial parks include the migration of entrepreneurs,
financial constraints, and a shift towards a public sector-dominated economy. Lack of funding
and competent management frameworks hinder the full operation of industrial parks, stifling
economic growth.

Recommended initiatives include expanding lending programs, introducing targeted payments
for job creation, and establishing state financing programs for infrastructure development.
War-related initiatives involve expanding military risk insurance programs and optimizing
workforce reservation systems. Policy-related initiatives focus on regulatory compliance and
streamlining permit processes.

At the regional level, actions such as updating regional strategies, revising urban development
plans, and establishing business attraction offices are recommended. Additionally, simplifying
industrial park processes and fostering a business-friendly environment are crucial.

The report emphasizes the potential economic benefits of industrial parks, including GDP
growth, job creation, and revenue generation. Transitioning towards eco-industrial parks is
seen as a key strategy for sustainable development, promoting resource efficiency, clean
production, and industrial symbiosis. Leveraging grants, loans, and technical assistance can
facilitate this transition, with potential funding sources including international organizations and
the Ukrainian Climate Fund.

In summary, addressing environmental, economic, and post-conflict challenges is essential
for Ukraine's recovery and sustainable development. By implementing recommended
initiatives and transitioning towards eco-industrial parks, Ukraine can unlock its economic
potential while promoting environmental sustainability.




CHAPTER 1: The present state of industry in
Ukraine

Ukraine, like many countries, faces pressing environmental and economic issues, including
high levels of pollution, resource depletion, and inefficient waste management systems.
Furthermore, the country's heavy reliance on traditional industries, such as mining and
manufacturing, has led to unsustainable practices that contribute to climate change and hinder
economic growth. To make matters worse, the armed hostilities engaged by the Russian
Federation on February 24th, 2022, have significantly compounded these issues. To address
these challenges, Ukraine needs a comprehensive recovery strategy that would benefit from
integrating EU principles.

The Russian invasion of Ukraine has inflicted a great deal of human suffering. Moreover, the
conflict has severely damaged the country’s economic and political structure. On March 23,
2023, a new assessment of Ukraine’s recovery and reconstruction requirements was released
by the Ukrainian Government in collaboration with the World Bank Group, European
Commission, and United Nations. The assessment estimates the country’s recovery to take
10 years and requires public and private funds equivalent to €383 billion, 2.6x the country’s
GDP in 2022 (World Bank 2023)!. Furthermore, the war has reduced Ukraine’s economic
activity. As reported by Kyiv's School of Economics (2023)? roughly half of Ukrainian
businesses have significantly reduced or halted their activity.

Exports dropped by half as vital export routes through the Black Sea and Russia are closed.
A fraction of those exports can be delivered via Western markets or the Danube. Ukraine,
which used to produce 9% of global grain exports is particularly exposed to risk (World
Bank 2023). As a result of the destruction and spoilage of agricultural stockpiles, food supplies
are threatened locally and globally. Lay-offs have also affected 15% of workers, while the
remainder faces reduced incomes (ibid.)2.

1.1 Overview of key sectors impacted by the ongoing conflict with
Russia

The impact of Russia's invasion of Ukraine has been beyond just human suffering. About 53
percent of the country's GDP used to be generated by the war affected regions (including the
capital of Kyiv). One-third of the country's industrial and agricultural production and about a
quarter of the total exports came from what are now war zones. Ukraine's economy will slow
down by 34.5 percent in the first quarter of 2023%. The economic recovery will commence
with a 6 percent growth in the second quarter; and 11.9 percent and 21 percent in the third
and fourth quarters respectively®.
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https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099184503212328877/p1801740d1177f03c0ab180057556615497
https://kse.ua/about-the-school/news/the-total-amount-of-damage-caused-to-borodyanka-village-in-the-kyiv-region-during-the-war-amounted-to-almost-148-4-mln/
https://gmk.center/en/news/the-imf-expects-a-fall-in-ukraines-gdp-in-the-fourth-quarter-of-2022-by-40-5-y-y/
https://www.oecd.org/newsroom/russia-s-war-of-aggression-against-ukraine-continues-to-create-serious-headwinds-for-global-economy.htm#:%7E:text=The%20global%20economy%20is%20expected,according%20to%20the%20OECD's%20latest
https://www.oecd.org/newsroom/russia-s-war-of-aggression-against-ukraine-continues-to-create-serious-headwinds-for-global-economy.htm#:%7E:text=The%20global%20economy%20is%20expected,according%20to%20the%20OECD's%20latest
https://www.oecd.org/newsroom/russia-s-war-of-aggression-against-ukraine-continues-to-create-serious-headwinds-for-global-economy.htm#:%7E:text=The%20global%20economy%20is%20expected,according%20to%20the%20OECD's%20latest

Since full-scale Russia invasion has resulted in direct damages exceeding $135 billion to
buildings and infrastructure. The sectors most profoundly impacted include housing (37
percent), transport (26 percent), energy (8 percent), commerce and industry (8 percent), and
agriculture (6 percent). The key reason for such great importance in the housing sector is
played by the destruction of objects in such regions as Donetsk, Kharkiv, Luhansk,
Zaporizhzhya, Kyiv and Kherson regions. The transport sector suffered as a result of
destruction and damage to transport infrastructure such as roads, bridges, railways and ports.
About 33% of infrastructure across the country was damaged: 305 bridges, 19 airports, 110
railway stations and 24 thousand km of roads®. This makes transport less efficient and reliable.
The energy sector suffered large-scale destruction due to missile attacks in late 2022 and
early 2023. In 2022 electricity generation capacity has been reduced to almost 50 percent of
2021 levels. Of the nearly 37 GW of available capacity, more than 19 GW have been
destroyed, damaged or captured since February 2022. 42 of 94 (45%) key high-voltage
transformers in government-controlled areas have been damaged or destroyed by rocket fire
or drone strikes since the start of the current phase of the war®. During the war, enterprises
may have been forced to cease their activities due to the destruction of facilities, lack of
resources or relocation. Also, some objects of industry and commerce became objects of
military attacks or were damaged as a result of direct combat impact. Military actions have led
to the contamination (fires, mining) of agricultural land and export infrastructure (grain storage
port grain terminals). Ukrainian port infrastructure suffered significant damage and losses.
Total direct damage to the port infrastructure and related enterprises is US$496 million. Also,
out of 13 Ukrainian ports, 3 are temporarily under Russian occupation, namely Mariupol,
Berdyansk, Skadovsk®. The hostilities limited access to supplies (diesel) and planting
materials (fertilisers), limiting farming and processing capabilities. Direct damages in the
energy, housing, and transport sectors have notably increased since the Rapid Damage and
Needs Assessmentl (RDNAL) estimates®.

Table 1. Total damage, loss, and needs by sector (USD billion

Sector Damage Loss Needs

Social sectors

Housing 50.4 17.2 68.6
Education and science 4.4 0.8 10.7
Health 25 16.5 16.4
Social Protection 0.2 4.2 41.8
Culture and tourism 2.6 15.2 6.9

Infrastructure sectors

Energy and extractives 10.6 27.2 47.0

Transport 35.7 31.6 92.1
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https://eba.com.ua/novi-ta-stari-vyklyky-yak-trymayetsya-ukrayinska-infrastruktura-pid-chas-vijny/
https://ukraine.un.org/uk/237345-%D0%BE%D1%86%D1%96%D0%BD%D0%BA%D0%B0-%D0%B7%D0%B1%D0%B8%D1%82%D0%BA%D1%96%D0%B2-%D1%83-%D1%81%D1%84%D0%B5%D1%80%D1%96-%D0%B5%D0%BD%D0%B5%D1%80%D0%B3%D0%B5%D1%82%D0%B8%D0%BA%D0%B8-%D1%81%D0%B2%D1%96%D0%B4%D1%87%D0%B8%D1%82%D1%8C-%D0%BF%D1%80%D0%BE-%D0%B7%D0%B1%D0%B5%D1%80%D0%B5%D0%B6%D0%B5%D0%BD%D0%BD%D1%8F-%D0%B2%D1%80%D0%B0%D0%B7%D0%BB%D0%B8%D0%B2%D0%BE%D1%81%D1%82%D1%96-%D1%97%D1%97-%D0%B5%D0%BD%D0%B5%D1%80%D0%B3%D0%BE%D1%81%D0%B5%D0%BA%D1%82%D0%BE%D1%80%D1%83-%E2%80%93

Telecommunication and digital 1.6 1.6 4.5

Water supply and sanitation 2.2 7.5 7.1

Municipal services 2.4 3.0 5.7

Productive sectors

Agriculture 8.7 315 29.7
Commerce and industry 10.9 85.8 23.2
Irrigation and water resource management 0.4 0.3 8.9
Finance and banking 0.0 6.8 6.8

Cross-cutting sectors

Environment, natural resource management, and forestry 1.5 0.5 1.5
Governance and public administration 0.3 1.4 0.6
Emergency response and civil protection 0.2 0.5 15
Explosive hazard management - 37.6 37.6
Total 134.7 289.1 410.6

Source: URraine Rapid Damage and Needs Assessment : February 2022 - February 2023. (n.d.). World Bank.

The mining and metallurgical complex (MMC) sustained significant decline after the Russian
invasion of 2022, as a result of the destruction of one of the largest metallurgical plants -
Azovstal. Zaporizhia Steel and ArcelorMittal acknowledged extensive damage. A large
amount of stored product remained in the occupied territories in port areas and warehouses.

The IT sector displayed consistent growth, with export earnings increasing over fivefold since
2015, reaching a record high of $6.8 billion in 2022.

Petrochemical, energy, and manufacturing sectors have never fully recovered since the 2014
invasion, experiencing a 19% decline in export revenues from 2010 to 2021, petrochemical,
and manufacturing sectors showed a drop in exports in 2022 by -53% and -40%,
respectively’.

The agricultural sector emerged as the driving force of Ukraine’s economy, with grain
crop exports growing almost threefold between 2010 and 2021. However, it is worth noting
that the value of exports in 2022 is 35% less than in 2021, and physical volumes
decreased by 38.4%. The leader in terms of money (and volume) is corn. The export of this
product group amounted to 24.99 million tons, worth US$5.94 billion. Although the volume
increased by 1% more than in 2021. This was facilitated by good weather conditions, and by
missing early spring sowing due to hostilities and uncertainty, farmers were able to
compensate with later crops, especially corn. Ukraine exported 11.2 million tons of wheat in
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https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099184503212328877/p1801740d1177f03c0ab180057556615497
https://export.gov.ua/news/4570-eksport_ukraini_u_2022_rotsi_golovni_tendentsii_sektori_ta_regioni

2022 reaching US$2.6 billion of export revenue. In September 2022, more than 1 million tons
were exported. That is why we have a decrease compared to last year by 44.1% in volume
and 44.7% in money. Ukraine exported 2.7 million tons of sunflower seeds worth $1.255
billion. This is 33 (thirty-three) times more than 2021. This entire volume is a consequence of
the impossibility of processing sunflower into oil, and the difficulties for exports in connection
with the blocking of ports and the stoppage of work of processing enterprises. 3.12 million tons
of rapeseed brought Ukraine $1.54 billion in revenue. In terms of volume, it is 17% more, but
in terms of money -8.6%. In general, rapeseed has a growing trend in recent years, in the
period from 2016 to 2021, the area sown under this crop increased by 17%, displacing barley
and corn, due to favourable weather conditions and higher profitability. Soy became a rare
case of substantial growth despite the war. The physical volume of its exports increased by
81.6% and amounted to 1.99 million tons. Cost: US$862 million., which is 42% more than last
year. This was facilitated by the omission of early spring sowing, especially of sunflowers due
to military actions and uncertainty, farmers were able to compensate with later sowings,
including soy®. (Figure 1)

Figure 1. Changes in export revenues, 2010 vs 2015 vs 2022, USD bn
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Source: GIZ: Assessment of the impact of the war on the economy of URraine

The main factors contributing to the deterioration of the labour market situation in Ukraine
were the unprecedented economic and migration crises. Throughout 2022, nearly 8
million people emigrated from Ukraine, while almost 5 million became internally
displaced persons. Another significant factor influencing the labour market and employment
was the imposition of martial law and mobilisation. The conscription into the Armed Forces of
Ukraine had a substantial impact on labour force dynamics, leading to changes in workforce
turnover, influencing demand and supply patterns, and exacerbating labour shortages in the
labour market®. (Figure 2)

Figure 2. Change in employment among key industries, 2010 vs 2015 vs 2022, thsd.
people*
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https://docs.google.com/presentation/u/0/d/1HzgIWg88jmzDB6CiWuqyYe4QOSNwiRze/edit
https://docs.google.com/presentation/u/0/d/1HzgIWg88jmzDB6CiWuqyYe4QOSNwiRze/edit
https://www.me.gov.ua/News/Detail?lang=uk-UA&id=1487b1f5-eeb7-4946-b9c8-3370f20568a2&title=UkrainaV2022-RotsiEksportuvala
https://solidarityfund.org.ua/wp-content/uploads/2023/04/ebrd_ukraine-lm-1.pdf
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Source: GIZ: Assessment of the impact of the war on the economy of URraine

The estimated requirements for reconstruction and recovery are extensive, surpassing $411
billion, which is 2.6 times Ukraine's actual GDP in 2022. These projected costs, spanning
a 10-year period, consider various factors such as inflation, market conditions, surge pricing
in construction (particularly in areas requiring extensive rebuilding), higher insurance
premiums, and a transition towards designs that are more energy-efficient, resilient, inclusive,
and modern.

The sectoral breakdown reveals diverse needs, with transport accounting for 22 percent,
housing for 17 percent, energy for 11 percent, social protection and livelihoods for 10 percent,
explosive hazard management for 9 percent, and agriculture for 7 percent. It's noteworthy that
the needs for explosive hazard management have diminished compared to RDNAL. This
reduction is attributed to an enhanced assessment of potentially contaminated land, ongoing
clearance efforts in specific regions, and a strategic shift towards more cost-efficient
approaches given the substantial contaminated area.

Additionally, human development (specifically health and education) and commerce and
business play significant roles in meeting the remaining needs across all sectors. Debris
clearance and management, including necessary demolitions, incur costs exceeding US$5
billion, highlighting the substantial financial commitment required in this area.

Since June 2022, certain sectors have experienced a substantial increase in needs, notably
energy, social protection and livelihoods, transport, agriculture, and housing. Geographically,
the regions with the most pronounced increase in needs are Donetska, Kharkivska, Luhanska,
and Khersonska. Each of these developments represents distinct challenges and
considerations in the overall reconstruction and recovery efforts.

1.2 Existing green industrial initiatives

This section provides information on existing measures that can stimulate the development of
Eco-Industrial Parks (EIPs) in Ukraine according to two main categories:

Non-financial incentives should encompass the relevant legal and regulatory
frameworks to promote the development of EIPs.

10
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https://docs.google.com/presentation/u/0/d/1HzgIWg88jmzDB6CiWuqyYe4QOSNwiRze/edit
https://docs.google.com/presentation/u/0/d/1HzgIWg88jmzDB6CiWuqyYe4QOSNwiRze/edit
https://documents1.worldbank.org/curated/en/099184503212328877/pdf/P1801740d1177f03c0ab180057556615497.pdf

Financial incentives include tax and customs incentives, direct financial support,
programs at the national and regional levels, as well as available market mechanisms
to attract economic and financial support.

According to International Recommendations for Industrial Parks, the most common
incentives in EIPs are subsidised serviced land and infrastructure. Fiscal incentives are also
actively used, although direct financial incentives are less prevalent. The EIP framework
describes performance requirements for EIPs for four key categories: park management
performance, environmental performance, social performance, and economic performance.
To get acquainted with the complete list of initiatives for the development of eco-industrial
parks, it is necessary to review the report on "Incentives for Eco-Industrial Parks Development
in Ukraine".

Figure 3. Framework of Eco-Industrial Parks?'?
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The documents governing state regional policy encompass:
1. State Strategy for Regional Development for the period up to 2027, along with its
action plan for implementation in 2021-2023*2.
2. Strategies for the socio-economic development of regions.
3. Action plans for implementing regional development strategies.

Mstate Strategy of Regional Development for 2021-2027. (n.d.). Official web portal of the Parliament of Ukraine. 2021

250me issues of implementation in 2021-2023 of the State Regional Development Strategy for 2021-2027. (n.d.). Official web
portal of the Parliament of Ukraine. 2023
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https://downloads.unido.org/ot/30/96/30962958/202207%20Incentives-Report-GEIPP-Ukraine.pdf
https://downloads.unido.org/ot/30/96/30962958/202207%20Incentives-Report-GEIPP-Ukraine.pdf
https://zakon.rada.gov.ua/laws/show/695-2020-%D0%BF#Text
https://zakon.rada.gov.ua/laws/show/497-2021-%D1%80#Text
https://zakon.rada.gov.ua/laws/show/497-2021-%D1%80#Text

4. Investment programs (projects) dedicated to regional development.

The State Strategy for Regional Development up to 2027 and its action plan for 2021-2023
specifically address the development of IPs. These include:

Implementation of mechanisms supporting cross-border industrial and technological
parks, and economic and industrial zones within Ukraine to stimulate regional
economic growth.

Introducing effective mechanisms to intensify IP activities in regions where coal mining
and processing enterprises are being phased out.

Development of regional innovation infrastructure systems, such as science and
technology parks and cities.

Formulation of regional programs supporting industrial and science parks funded by
local budgets in the Ukrainian part of the Danube Delta, along with establishing cross-
border cooperation for developing such parks.

Establishment of IPs as a tool for attracting investments across all regions of Ukraine,

accompanied by improvements in IP legislation, ensuring their integration into existing

networks.
For sustainable industrial development, urban planning documentation projects consider
factors such as transport accessibility, the specialisation of planned IPs and industrial zones,
and the needs of individual or grouped industrial enterprises. Furthermore, these projects
account for the investment plans of resource providers, including electricity, water, sewage,
and gas supply. Despite the absence of a systematic national approach to IP planning, most
regional socio-economic development strategies currently incorporate tasks related to IP
creation. As strategic development documents are formulated at the national level, it is crucial
to consider the provisions and priorities outlined in regional socio-economic development
strategies.

Financial incentives
Ukraine has the opportunity to finance the development of industrial parks (IPs) listed in the
IP Register through the following sources:

1. The state budget in accordance with the IP Law, which was amended in September
2021.

2. The State Fund for Regional Development, as provided by Article 241 of the Budget
Code of Ukraine.

3. The Innovation Development Fund (starting from 2024).

4. Budgetary funds of regional and local councils within the relevant programs (if
adopted). Exemption from local land tax for up to 10 years or a partial reduction of
this tax by decision of the city council. This norm was implemented in 2022, no
evaluations of the effectiveness of this norm were provided®:.

Until 2021, the funding from the State Regional Development Fund (SRDF) allocated for
regional development projects aimed at establishing infrastructure for industrial parks (IPs)
was inadequate. Indeed, from 2016 to 2020, only four such projects (implemented in the cities
of Svema, Trostyanets, and Novodnistrovsk) were financed, totaling approximately 8 million
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https://eba.com.ua/industrialni-parky-zminy-u-regulyuvanni/

hryvnias (equivalent of up to €216,000 based on the NBU exchange rate as of July 29, 2022).
The insufficient funding level for projects associated with IP infrastructure creation primarily
depends on the proportions of regional development priorities, which often focus on social
objects and infrastructure. In 2021, after Minregion took an active stance in IP development,
the SRDF allocated funding for the development of three IPs (AzovAqualnvest, Zhytomyr-
Skhid, and Kam'yanka-Buzky) totaling more than UAH262.3 million (up to €1.68 million based
on the NBU exchange rate as of July 29, 2022)%4,

The amendments to the IP Law from September 2021% envisage support mechanisms for
creating IP infrastructure, which are fundamental needs for Eco-Industrial Parks (EIPS):

Implementation of the budget program for partial compensation of the loan rate to IP
management companies and IP initiators for IP organisation.

Implementation of the budget program to provide funds on a non-refundable basis to
IP management companies and IP initiators for IP organisation and/or for the
creation and development of engineering and transport infrastructure of IPs.

Implementation of the budget program for the construction, reconstruction, and repair
of engineering and transport infrastructure of IPs, as well as the organisation of IPs.

Implementation of the budget program for full or partial compensation of the loan rate
to IP tenants for conducting economic activities in IPs and/or for the organisation of
IPs (this measure also relates to economic efficiency).

Establishment and functioning of a state institution to support IP initiators, IP
management companies, and IP tenants, as well as to promote the implementation
of the IP Strategy.

For the above purposes, the Law on the State Budget of Ukraine for 2022 has allocated
expenditures of UAH&400 million (up to €10.8 million at the NBU rate as of July 29, 2022)¢.
However, due to the circumstances of the armed conflict in Ukraine since February 2022,
these funds have not been allocated in this budget period.

1.3 List of available post-conflict opportunities (e.g. grants or loans) for
Ukrainian industry

In this section 1.3 we offer to get acquainted with the most effective and best opportunities
available. However, the list of opportunities was also given in the GEIPP Ukraine project report
"Incentives for Eco-Industrial Parks Development in Ukraine" and in the Access to Finance
Tool copmiled within the GEIPP Ukraine project where 86 available opportunities for the
support and development of Eco-Industrial Parks were identified. This report provides a
detailed analysis of various programs and initiatives that may benefit Ukrainian industry,
including grants, loans, technical support and other forms of financial support.
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The Draft National Recovery Plan defines the strategic goal of economic recovery with
a focus on environmental protection. In particular, the plan allocates $10 billion for the
eco-modernization of the industrial sector, aiming to import innovative technologies'’.
However, due to the fact that no final version of the plan has been adopted, the exact volume
of funding that can be diverted to them remains uncertain. These technologies have the
potential to reduce greenhouse gas emissions tenfold in modernised facilities. It is expected
that corresponding targeted support programs will be implemented, including support for eco-
industrial parks.

As the fiscal capacity of the state and the population's ability to pay user charges will be limited
in the foreseeable future, this means that international assistance should focus specifically on
grants. However, an alternative utilisation of green bonds is also possible - In July 2021,
changes to the Law of Ukraine “On Capital Markets and Organised Commodity Markets”
(Article 18) introduced green bonds as a new class of debt instruments in Ukraine. Article 18
gives a broad definition of eligible green projects, ensures targeted allocation of revenues from
green bonds, and establishes additional requirements related to disclosure of information
(both pre-issuance and post-issuance on an annual basis). As prescribed in the Law, a
procedure for the selection and support of green projects financed from the state and local
budgets (by the means of issuing green bonds) has to be approved by an Order of the Cabinet
of Ministers of Ukraine.

The amount of government investments allocated towards IP development was calculated
based on the 2024 budget plan, where the planned expenditures amounted to UAH21
billion*® or approximately USD$27 million.

LIFE Program (EU Financial Instrument)*®

In the context of this program, it is worth noting the sub-program (Phoenix): Project of
comprehensive orientation on new ecological infrastructure in Ukrainian cities - waste.
Budget: EUR€5.4 billion for the period 2021-2027.

Goal: Restoration and improvement of environmental components, including air, water, and
soil; preservation of biodiversity and combating the degradation of natural ecosystems.

Horizon Europe Program?®

Grant: EURE35 million.

Aimed at supporting research and innovation in line with the development strategy of the
European Union.

Strategic Step: Transition to a circular economy, involving recovery, reuse, and rational
consumption of resources.

USAID "Competitive Economy of Ukraine" Program?!
Amount: US$20 million.
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Aimed at supporting and developing Ukrainian processing enterprises in sectors such as
packaging production, food industry, mechanical engineering, textiles, and recovery and
reconstruction (construction materials, windows, doors, metal structures, electrical goods,
etc.).

The EBRD has launched an initiative focused on long-term investments in Ukrainian
MSMEs. Ukrgasbank is set to receive a senior unsecured loan, extending up to EURE25
million (equivalent in UAH) over a three-year period. This financial support aims to facilitate
Ukrgasbank in assisting eligible micro-, small, and medium-sized enterprises (MSMES)
through the SME Competitiveness Programme within the European Union's Eastern
Partnership. The primary objective of this EBRD project is to enable Ukrgasbank to finance
the long-term investments of Ukrainian MSMESs, enabling them to upgrade technology and
equipment to comply with European Union standards for product quality, health and safety,
and environmental preservation. Anticipated compliance with the EBRD Green Economy
Transition (GET) approach is set at a minimum of 70 percent for all financed subleases. The
programme extends loans, up to EURE3 million, to MSMEs intending to invest in technologies
adhering to the highest standards in product quality, health and safety, as well as
environmental and green standards?2.

The EBRD's Climate Innovation Vouchers grant programme, part of the Finance and
Technology Transfer Centre for Climate Change (FINTECC) programme, is another
noteworthy initiative. Launched by the European Union and implemented in Ukraine in 2017
with a grant funding of EUR€1 million, the programme aimed to expand by 2022. It forms an
integral part of the EBRD’s FINTECC programme, supported by the European Union's
EU4ACLIMATE initiative. Until May 31, 2022, Ukrainian entrepreneurs had the opportunity to
apply for grants, with a maximum value of EUR€50,000 thousand dedicated to developing or
implementing technologies that reduce greenhouse gas emissions, enhance energy
efficiency, and combat climate change?®.

The Finland Ukraine Trust Fund?, funded by Finland’s Ministry for Foreign Affairs and
managed by NEFCO, operates through the State Agency for Energy Efficiency and Energy
Saving of Ukraine. This fund provides grant financing to foster collaboration in energy
efficiency, renewable energy, and alternative energy sources. Targeted fields include
renewable energy, waste-to-energy, smart energy and power systems, power and heat
generation, district heating networks, IT solutions, distribution networks, and energy efficiency.
The fund offers opportunities to combine grants with NEFCQO’s other financing tools, such as
Investment Fund loans?®, Facilities for Cleaner Production® and Energy Saving
Credits?e.

Concurrently, the European Union, under the EU4Business initiative?’, offers specialised
loans to small and medium-sized enterprises through the Ukrainian banking network. The
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overarching goal is to bolster support for small and medium-sized enterprises, agribusinesses,
and environmentally sustainable entrepreneurship.

The Ukrgasbank actively promotes "green” banking, employing a methodology developed in
collaboration with the IFC. This methodology enables the assessment of expected results at
the preliminary review stage, allowing for adjustments to optimise payback and energy
savings. Ukrgasbank collaborates with the Private Financing Advisory Network, a global
network offering business coaching and investment facilitation for entrepreneurs engaged in
climate and clean energy projects. The network supports both entrepreneurs in presenting
applications recognized by investors and investors in identifying potential projects. The IFC
initiative for SMEs to purchase energy-efficient equipment and upgrade facilities contributes
to reducing the carbon footprint, allowing SMEs to attract loans through the OTP Group in
Ukraine under the IFC Climate Investment Funds. These loans, dedicated to eligible energy
efficiency and renewable energy projects, have a proposed tenor of up to five years, including
a two-year grace period®.

The Ukrainian government's grant program, "ERobota?®," providing financial assistance
to startups, small, and medium-sized businesses. This initiative encompasses six grants
tailored for diverse sectors, including personal business ventures, gardening, greenhouse
activities, processing manufacturing, IT startups, and educational pursuits in information
technologies. The financial support ranges from UAH2250,000 thousand to UAH&8 million.
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Chapter 2: Analysis of the State Economic
Green Recovery Needs

The impact of the crisis in Ukraine has resulted in a huge exodus of businesspeople and
channelled financial resources toward military spending. As a result, despite any incentives
established, a lack of funding for their execution and a lack of capable entities to carry them
out prevent any industrial park from operating at full capacity. This is obvious in the data, which
reflect a shift from a primarily private business-oriented economy to one dominated by the
public sector. The migration of entrepreneurs, estimated at 20%, has created a hole in the
private sector, increasing the issues faced by industrial parks. Furthermore, financial
constraints limit towns' ability to invest in the essential infrastructure for industrial park growth.
Without proper finance and competent management frameworks, industrial parks' ability to
prosper and attract investment is severely hampered, eventually stifling Ukraine's economic
growth and development.

2.1 Key barriers to industrial development in Ukraine

Certain problems may impede the implementation of the aforementioned activities, so their
influence should be minimized. Identifying and tackling these issues is critical to creating a
more resilient and sustainable economic climate in Ukraine. To establish a more conducive
climate for long-term economic development, a holistic approach should be used,
requiring joint efforts from the government, businesses, and international community.

Based on our desk research and feedback received from representatives of industrial parks,
government officials, and local authorities, we have identified a wide range of challenges that
have been studied and classified. During the analysis, the following main groups of challenges
were distinguished: legislative challenges, those related to finances, and issues associated
with wartime events.

As a result of this study, we gained a deeper understanding of each group of challenges.
Specifically, legislative challenges encompass aspects related to regulatory norms and
legislation that may impact the development of industrial parks. Financial challenges pertain
to funding issues and the economic stability of these parks. Challenges associated with
wartime events may include security issues, infrastructure losses, and other aspects arising
in conflict conditions.

A detailed analysis of each group of challenges will allow us to better comprehend the nature
and impact of each issue on industrial parks, contributing to the development of effective
strategies to overcome these challenges in the industry.

Policy stream | In general, the legislation regarding the activities of Industrial Parks appears
to be quite robust and effective. However, there are specific areas that need strengthening to
improve the situation, particularly critical in laws related to the development of engineering
infrastructure and access to financing.
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Table 1. Key challenges in Policy stream

Factors contributing to barrier

Key barriers Impact formation
Outdated urban planning | This is caused by the lack of
complicates prioritising | initiative on the part of local
Lack of up-to-date urban | infrastructure development, | authorities

planning documentation in
terms of  development
strategy, planning and
zoning of territories.

setting clear goals, and planning
for industrial symbiosis,
maximising resource efficiency
and strategic advantages through
collaborative enterprise
interaction

The provision of tax benefits
cannot be implemented due
to the presence of state aid
and the absence of a sub-
legal regulatory framework
and a mechanism for
coordination with the
Antimonopoly Committee of
Ukraine (AMCU).

Industrial parks do not use the
forms of state incentives provided
for by law

Lack of sub-legal regulatory
framework and coordination
mechanism with AMCU for tax
benefits implementation

A company engaged in
property rent is ineligible for
preferential financing.

As a result, companies cannot
receive soft loans to finance
needs and support financial
stability.

Ineligibility  for Preferential
Financing under Property Rent
Engagement, as per Ukrainian
Law on Small and Medium-sized
Businesses

The long and bureaucratic
process of obtaining permits
in Ukraine.

Companies spend 140 days to
obtain a building permit, 130 days
to connect networks and 63 to
register property, this creates
additional costs for companies,
especially foreign ones, because
in Poland these processes take up
to 50 days

The vast majority of permits are
obtained according to Soviet
standards, especially in the field
of construction permits. Lack of
adaptation of the European
standards for obtaining permit
documentation.

Financial stream | The most problematic and significant category is financing. Ukraine has
limited financial instruments for businesses, and in most cases, funds are sourced from the
investor's capital. While financing tools exist for industrial parks, state funds are not allocated
to them, undermining their availability. Assessing the economic efficiency of these instruments
is also challenging, as they have not functioned as intended.
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Table 2. Key challenges in the financial stream

Key barriers

Impact

Factors contributing to
barrier formation

Finding financing for the
construction of engineering and
transport infrastructure and its
connection or connection to
external networks.

International practice shows
that the state fully
compensates the funds for the
connection of the necessary
engineering infrastructure, but
in Ukraine, the business has to
find the financing itself.

Lack of funds in the State
Regional Development Fund
during 2022-2023 as a result
of military operations

Lack of financial provision of
engineering and transport
infrastructure for the development
of the territories of industrial parks
from the state. According to the
Law on Industrial Parks, the City
authorities must provide the sites
with all the necessary engineering

The war affected the fact that
funds for the development of
industrial parks have not been
allocated for the past 2 years

Equipping the Industrial Park
with the necessary built-in
infrastructure costs UAH 100
- 300 million, depending on
the size of the park. Foreign
investors do not enter
projects because of the war.
Local budgets are aimed at

High loan rates of 20% do not make
it possible to attract funds from
banking institutions.

impossible to obtain financing
for project implementation,
which discourages businesses
from raising funds on the
domestic market.

solutions, but in  practice, closing current problems
companies attract additional funds rather than investment
for this. projects

High loan rates make it|The reason is the

conservative policy of the
National Bank of Ukraine in
the conditions of the conflict

War-related stream | One of the key challenges facing Ukrainian businesses is insurance
and workforce outflow. The critical issue is the inability to insure military risks, limiting the
ability to attract foreign companies and investors. Regarding workforce outflow, this results in
additional costs for the company as it becomes necessary to train employees to achieve
specific quantitative and financial results.

Table 3. Key challenges in the War-related stream

Problems in the Military
Risk Insurance System.

million dollars, the lack of adequate
insurance becomes a significant
factor
Foreign investors do not want to
invest their money

in the economic strategy.

Name of the challenge Factors contributing to
Impact . .

and reason barrier formation
With the cost of factories in several | The lack of military risk

insurance programs and low
coverage percentages at the
National Bank of Ukraine
(NBU) create serious risks for
industrial enterprises. It was
argued that international
insurance agencies do not
have the practice of insuring
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military risks, which creates a
failure in the entire system of
business insurance.

Insufficient labour force.

Companies are faced with the
outflow of labour, which negatively
affects the  quantitative and
gualitative results of companies.
Competition is created in the labour
market, which cannot be satisfied by
internal resources, especially in the
field of circular economy, recycling
waste, which are new and narrow
industries with a limited number of
specialists.

Inefficient which is connected

with outflow of people abroad
and mobilisation, in reason of
inefficient reservation
methods from the mobilization
of workers create a large
outflow of competent people
in their field.

Power outages in business
operations.

Businesses can be idle, which will
affect the financial condition and lead
to bankruptcy. It also has a negative
effect on the means of labour,
because these processes can
quickly bring them out of an efficient
state.

Missile  attacks  damage
critical infrastructure facilities.

In conclusion, it is important to note that the key challenges that arise are primarily short-term
and require resolution within two years. Solving these tasks is identified as a necessary stage
to enhance the competitiveness of the economy in the conditions of a military conflict.
Overall, the list of recommendations will consist of 3 main components: 1) short-term
measures that can be enacted before the end of the invasion and the cancellation of the martial
law state; 2) long-term initiatives which will facilitate the development of the EIPs; 3) immediate
incentives and interventions to the green recovery of Ukraine in post-war conditions through
the development of eco-industrial parks with long term economic benefits

a broader set of EIP-related support instruments and incentives for the green recovery
to increase production and jobs across all industrial sectors through the development
of EIPs or clusters to maximise industrial symbiosis

a list of available and possible post-conflict opportunities (e.g. grants or loans) for
Ukrainian industry and industrial parks to move towards the practical implementation
of the eco-industrial parks model, including resource efficiency, cleaner production and
industrial symbiosis

estimate sectoral impacts on the industry from the implementation of the proposed
immediate incentives and the set of EIP-related policies

measures for national and local government (oblast and city administrations) to create
an inclusive green society
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2.2 International best practices for industrial parks development

Countries where military conflicts took place find themselves in an extremely difficult situation.
In addition to direct human losses, the infrastructure in the sphere of life support and industry
of these countries is destroyed, human capital is destroyed, investments in development are
lost, economic ties with neighbouring countries are disrupted, the state treasury is emptied,
poverty spreads and, accordingly, the share of the population in need of social assistance
increases help. The restoration of the state's economic level largely depends on the attraction
of foreign investments, because their influence extends to the state of national production, the
level of technological development of the country, the level and pace of structural restructuring
of the entire economy. One of the key tools of recovery in such countries was the development
of networks of Industrial Parks.*

South Korea

After the end of the war, South Korea remained an extremely poor agricultural country. Almost
all industry remained in North Korea. Agriculture, forestry and fishing accounted for 47% of
the country's GDP and employed approximately 70% of the workforce41. The economy grew
by an average of about 5.5% per year, 42 which, given the starting position of the country,
was very little.

As of 2023, South Korea has 1,200 industrial parks, providing 80% of national exports, 70%
of industrial production and 50% of industrial employment. The government provides benefits
to residents of free economic zones. Such benefits are applied by companies that have
invested more than US$30 million, or those that have invested and worked within previously
created special economic zones. Investors are given guarantees of profit and capital
repatriation, and foreign citizens are allowed to own enterprises registered in industrial parks.
Also in South Korea, provision of financial support and support for infrastructure development
is legally approved. Enterprises in the foreign investment zone in the field of high technology
or business related to the service of industrial enterprises are exempted from paying taxes for
five years. In addition, within two years, the law of South Korea provides for the possibility of
paying taxes in the amount of 50% of the amount of the due tax payment for these
enterprises®:.

Other countries of relevance to Ukraine

Czech Republic

After the Czech Republic implemented a state program for the development of industrial parks
in 1998, hundreds of industrial parks were created over the next 7 years and more than 70,000
jobs were created, as well as investments of 9 billion euros in new production. In the Czech
Republic, industrial producers in industrial parks can receive exemption from paying corporate
tax for a period of up to 10 years, as well as exemption from property tax for 5 years, under
various programs. The state provides grants of up to USD$12,000 for the creation of a new
workplace on the territory of the industrial park. It is worth noting that based on the experience
of the Czech Republic in the development of special economic zones, the Czech Republic and
Ukraine in 2021 agreed to cooperate on the development of the network of industrial parks of
Ukraine within the framework of the "Great Construction" program. Necessary conditions,
including exemption from resident income tax for 10 years on the condition of reinvestment in
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the development of the investment project and return of up to 50-70% of the investment to
investors, have already been implemented after the adoption of laws that provide for a number
of fiscal incentives for investors in industrial parks®!.

Poland

In 1994, legislation regulating the activities of special economic zones was developed in
Poland, the first zone was created in 1995, and all others were created during the 1990s.
Currently, there are 14 special economic zones on the territory of Poland, 77 industrial and
technological parks are operating. The total number of jobs created in industrial parks reached
186,000, and an estimated number of jobs were created outside industrial parks in related
economic activities. As a result of the implementation of special economic zones within 10
years after the creation of the first industrial parks, the real GDP of the country increased by
50%, and exports increased almost three times. The legislation of Poland provided for
receiving compensation in the amount of 85% of costs for arranging its infrastructure and
advertising, grants for personnel training and financial assistance in case of investment in
priority industries, as well as tax incentives®-,.

Turkey

A good example of the creation of special economic zones for Ukraine is Turkey, in whose
industrial parks more than 50,000 resident enterprises are currently operating. Over the past
30 years, 346 industrial parks have been created in Turkey, in which more than 80% of direct
foreign investments and more than 50,000 active resident enterprises are concentrated. The
country's exports and GDP in the period 2002-2010 increased more than 3 times, which
allowed the country, which was a debtor to the IMF for decades, to return the last tranche,
fully repaying its debt34,

Table 4. List of available incentives for Industrial Parks, by country??

Countries/ Incentives | South Korea Czech Republic | Poland Tukey
Exemption from Available - - Available
import duty on new

equipment and spare

parts for it

The import of new Available - - Available
equipment is exempt

from VAT

Lowering the rent rate | Available Available Available Available
for land (free)
Reduction of income Available Available (25%) Available Available
tax depending on the | (15%-40%) (15%-50%) | (15%-55%)
size of investments in

industrial parks, %

Financial support for - Available - Available
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the creation of new
jobs

infrastructure
networks, %

Financial support for - Available Available Available
retraining or training

of employees

Targeted financing, Available Available Available Available
loans

Compensation for the | Available Available (75%) Avalilable Available
development of (50%) (70%) (90%)

Source: Industrial Parks, international experience | “Economichna Pravda” 2023
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Chapter 3: Incentives for EIP development in
context of Green Recovery

The third chapter of the report underlines various challenges hindering the development of
Industrial Parks (IPs) in Ukraine, particularly exacerbated by the ongoing war. These
challenges encompass financial constraints, war-related issues, and regulatory complexities.
To address these obstacles and promote green recovery, a set of recommended initiatives
has been proposed.

Financial initiatives include expanding lending programs, introducing targeted payments for
job creation, implementing special credit programs, and establishing state financing programs
for infrastructure development. War-related initiatives involve expanding military risk insurance
programs and optimizing workforce reservation systems. Policy-related initiatives focus on
regulatory compliance, amendments to laws facilitating preferential loans, and streamlining
permit processes.

At the regional level, actions such as updating regional strategies, revising urban development
plans, compiling lists of land plots, and establishing business attraction offices are
recommended. Moreover, simplifying industrial park processes and expediting permit
processes are essential.

In creating an inclusive green society, measures such as professional training, educational
programs, critical infrastructure recovery, and fostering a business-friendly environment are
outlined. Additionally, marketing local incentives and promoting regional competition are
deemed crucial for attracting investments.

The study mphasizes the potential economic benefits of industrial parks, citing case studies
from countries like South Korea. Industrial parks contribute significantly to GDP growth, job
creation, and revenue generation. Moreover, they foster innovation, attract investments, and
promote environmental sustainability.

Transitioning towards eco-industrial parks is seen as a key strategy for sustainable
development. Eco-industrial parks promote resource efficiency, clean production, and
industrial symbiosis. The report suggests leveraging grants, loans, and technical assistance
to facilitate the transition to eco-industrial parks. Potential funding sources include the
Ukrainian Climate Fund, grants and loans from international organizations, and the Ukraine
Decarbonization Fund.

Overall, the third chapter of the report underscores the critical role of industrial parks in post-
war recovery and sustainable development. By implementing recommended initiatives and
transitioning towards eco-industrial parks, Ukraine can harness its economic potential, foster
innovation, and promote environmental sustainability.
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3.1 Recommended list of initiatives for green recovery

The identified challenges outlined in section 1.3 of the report pose short-term obstacles to the
development of Eco-Industrial Parks. Accordingly, recommendations have been formulated
based on key challenge areas and are directed at overcoming them in the short term, within
the context of green recovery.

Figure 3. List of initiatives that should be implemented at the national level

FINANCIAL

Expansion of the lending limit under
the 5-7-9 Scroll Programs to Industrial
Parks will boost financial support, with
the current limit at 60 million UAH.

Address-Specific Payment for
Implementing targeted payments for
job creation in Industrial Parks will
enhance employment rates.

Developing special 0% credit programs
for Industrial Parks will ease financial
burdens on businesses.

Approval of a state target financing
program for infrastructure will drive
Industrial Park development.

WAR-RELATED

Expansion of Military Risk Insurance
Programs | Collaborating with the
World Bank to expand military risk
insurance programs will safeguard
industrial enterprises, mitigating
economic risks associated with war-
related events.

Optimization of Workforce
Reservation System | Establishing a
clear system for reserving skilled
workers will minimize workforce
outflow, ensuring continued business
operations and growth within
Industrial Parks.

LEGAL

Regulatory Compliance for AMCU | Adopting
necessary documents for the Antimonopoly
Committee of Ukraine (AMCU).

Amendments to SMB Law | Amending the law
to facilitate preferential loans for IPs.

Update Building Norms | Updating norms,
including adopting global BOMA standards.

Streamlining Permit Processes | Reforming
permit processes will significantly reduce
timelines for construction and electrification.

Deregulation of VAT Refund | Implementing
an electronic VAT registry will expedite tax
refund procedures during construction.

Financial Stream

Expansion of the upper limit of lending of the 5-7-9 Scroll Programs | Considering
the expansion of benefits under the 5-7-9 scroll programs for Eco-Industrial Parks will
provide increased financial support. Current upper limit is UAH260 million. The cost of
providing the necessary engineering infrastructure is UAH850 million. With a possible
cost of the complete project of USD$100 million. This expansion will encourage more
companies to invest in IPs, stimulating economic growth.

Address-Specific Payment for Workplaces | Introducing targeted payments to
companies for each job created in Industrial Parks will have a positive impact on
employment rates. This incentive will attract businesses, leading to the creation of
more job opportunities.

Special 0% Credit Programs | Developing and implementing special 0% credit
programs for Industrial Parks will reduce the financial burden on businesses. This
initiative will promote investment and foster a more favourable financial environment.

State Target Financing Program for Infrastructure | Approving a state target
program for financing infrastructure and site preparation will stimulate EIP
development. This financial support will contribute to the creation of well-equipped and
attractive industrial zones.

War-related Stream

Expansion of Military Risk Insurance Programs | Supporting the expansion of
military risk insurance programs through collaboration with the World Bank will provide
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a safety net for industrial enterprises. This expansion will mitigate the economic risks
associated with war-related events.

Optimization of Workforce Reservation System | Establishing a clear workforce
reservation system will ensure the availability of skilled workers. This optimization will
minimise the impact of workforce outflow, supporting the continued operation and
growth of businesses within Eco-Industrial Parks.

Policy Stream

Regulatory Compliance for AMCU | Adopting necessary regulatory documents for
the Antimonopoly Committee of Ukraine (AMCU) will streamline the process of
obtaining benefits for Ips. This regulatory clarity will foster a conducive environment for
business operations within Industrial Parks.

Amendments to SMB Law | Amending the law on Small and Medium-sized
Businesses (SMB) to facilitate preferential loans for Ips will provide a financial boost to
support the growth and development of Eco-Industrial Parks.

Update Building Norms | Updating building norms, including the adoption of global
BOMA standards, will align Ukraine's regulations with international best practices. This
alignment will attract foreign construction companies, fostering a more competitive and
innovative environment in the construction sector.

Streamlining Permit Processes | Reforming the permit processes for construction
and electrification will significantly reduce timelines. This streamlining will attract
foreign production by offering a more efficient and less bureaucratic regulatory
environment.

Deregulation of VAT Refund | Implementing an electronic VAT registry will expedite
tax refund procedures during construction. This deregulation will enhance the liquidity
of businesses, allowing for smoother and more rapid project implementation.

List of initiatives that should be implemented at the regional level

Update of Regional Strategies |

Review and update of regional strategies, taking into account the defined economic
concept of the region.

Assessment of the availability of the relevant workforce and exploration of possibilities
to ensure it.
Revision of Urban Development Plans |

Revision of urban development plans with a clear focus on defined economic
development directions.

Zoning and development of strategies for the designated territories.

Compilation of a List of Land Plots |

Compilation of a list of potentially suitable land plots. In order to compile a list of
potentially suitable land plots for industrial parks (IP), it is necessary to conduct a
detailed analysis of the territory and take into account various criteria. The first step is
the compilation of a cartographic database, which includes data on available land plots,
their location, size, natural conditions, engineering infrastructure, etc. Investors will be

29




given the opportunity to view this map and select the plots that best meet their needs
and requirements for locating their own production in the industrial park

Evaluation of existing infrastructure and the possibility of rapid provision of required
utilities.

Establishment of a Business Attraction Office |

Establishment of a regional office dedicated to attracting businesses. Existing regional
development agencies do not have the necessary functions to implement this
initiative®:,

Definition of tasks and functions for the effective engagement of enterprises.

Simplification of Industrial Park Processes |

Maximum simplification of regional procedures related to the construction and
operation of Industrial Parks. To obtain the permits necessary for the operation of an
industrial park, it takes 140 days. This includes obtaining a construction permit,
approval of the engineering communications plan, allocation of land plots, and
connection to power networks*.

Implementation of measures to expedite the process of obtaining licences and other
necessary permits.

3.2 Measures for national and local government (oblast and city
administrations)

The list of measures for national and local government (oblast and city administrations) to
create an inclusive green society includes the following 5 components:

Figure 4. Measures for National and Local government

Professional "developer Development of Recovery of the Development of a Marketing of local
literacy" for experts and  Educational Programs critical business-friendly incentives
community participants  for Local Communities infrastructure environment

Professional "developer literacy" for experts and community participants in the
context of development green society | On an ongoing basis, train specialists of
local communities and other industry participants in professional "developer literacy";
National bodies | Ministry of Environmental Protection and Natural Resources, Ministry
of Education and Science

Public sector | local self-government bodies, public environmental organizations:
Ekodia, Rethink, Dovkillya. SMART

Development of Educational Programs for Local Communities | Develop and
implement educational programs for local communities to attract funding. Expand
initiatives aimed at financing research and projects among youth through programs
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https://mtu.gov.ua/files/%D0%A2%D0%B8%D0%BF%D0%BE%D0%B2%D0%B5%20%D0%BF%D0%BE%D0%BB%D0%BE%D0%B6%D0%B5%D0%BD%D0%BD%D1%8F%20%D0%BF%D1%80%D0%BE%20%D0%90%D0%B3%D0%B5%D0%BD%D1%86%D1%96%D1%8E%20%D1%80%D0%B5%D0%B3%D1%96%D0%BE%D0%BD%D0%B0%D0%BB%D1%8C%D0%BD%D0%BE%D0%B3%D0%BE%20%D1%80%D0%BE%D0%B7%D0%B2%D0%B8%D1%82%D0%BA%D1%83.pdf
https://gmk.center/ua/opinion/yak-v-ukraini-ne-pracjujut-industrialni-parki/

such as Comfar. Conduct training in the Prince 2 methodology for local governments,
who can represent various sectors in embassies and other organisations to
successfully submit funding applications.

National bodies | Ministry of Environmental Protection and Natural Resources, Ministry
of Education and Science

Public sector | Local self-government bodies, Educational institutions, Youth
organizations

Recovery of the critical infrastructure | Recovering regions and the industrial parks
located on their territories should focus on the reconstruction of the key damaged
infrastructure, as well as ambitious long-term projects in industries that require durable
preparation.

National bodies | Ministry of Infrastructure, Ministry of Economy

Public sector | Regional development agencies, Municipal authorities, Confederation
of Builders of Ukraine

Development of a business-friendly environment | Supporting regions and the
industrial parks located on their territories should re-orient their economies to support
the economy in the state of war with means of production, repairing, and manufacturing
activities.

National bodies | Ministry of Economy, Ministry of Finance, Ministry of Environmental
Protection and Natural Resources

Public sector | Chamber of Commerce, Regional Economic Development Agencies,
Business Associations (EBA), Association of Cities of Ukraine

Marketing of local incentives | The Rear region should focus on the delivery of
projects focused on long-term commitment and adaptation to the skills of EIPs and
relocated enterprises. The industrial parks in the rear regions can focus on
"nearshoring" - the relocation of new green production, taking advantage of the
proximity to the EU and the significant numbers of EIPs.

National bodies | Ministry of Economy, Ministry of Foreign Affairs

Public sector | regional marketing agencies, economic development councils, industrial
park management bodies, Companies in Industrial Parks of Ukraine

Overall, the regional competition among the communities and administrators should be
promoted to attract more foreign and domestic investments compared to the neighbouring
regions. This way, the creation of a more attractive investment climate and sustainable society
will become possible. The ongoing creation of the new draft regional development strategies
has a potential to motivate new reforms and utilisation of EIP and a key development tool.

3.3 Evaluating the impact on the social sphere, the economic
performance, and key indicators of the national economy

Economic issues, social insecurity, and huge environmental damage will be an inherent part
of Ukraine’s post-war reconstruction period. Practical experiences and experts’ analysis show
that industrial parks can become a powerful instrument for mitigating those problems.

Case study:

31




In 2017, China's 375 economic and technological development parks, alongside high-tech industrial
development parks, contributed RMB 18.6 trillion to the Chinese economy, accounting for over one-fifth (22.5%)
of the total GDP. Additionally, they contributed RMB 3.3 trillion in tax revenue, representing 22.9% of the
country's overall national tax revenue3®

Economic growth directly contributes to the social sphere. Enterprises in industrial parks will create new jobs,
and pay taxes. The government will have more resources to create a strong social safety net, fighting
unemployment which can weaken social tension and improve political stability. This is proved by South Korea's
experience. As of October 2023, there are 1283 industrial complexes in South Korea. They employed more than
2 million workers36 out of a total of 4.2 million working in the manufacturing industry in South Korea3” in 2021.
Ukraine’s governmental officials made their own analysis. The Ministry of Economy claims that one hectare of
industrial parks can create approximately 50 IPs, while one medium-sized industrial park will create about 1,000
jobs?38,

Strong economic growth is an important part of Ukraine’s post-war recovery. The potential
benefits for a country’s economy from industrial parks should not be underestimated. Specific
country’s experiences show that industrial parks can become an important instrument in
Ukraine’s post-war development. Strong economic growth can directly contribute to the
improving country’s social performance. UNIDO analysis summarises the experiences and
comes up with a list of benefits industrial parks provide
e Economic
o Growth of GDP and fiscal revenue
o Improving the added value of manufacturing
o Incubation of new businesses or industries
o Attracting domestic capital and foreign direct investment
o Growth of import and export volume and value
e Social
o improving the local population’s skill level and increasing the proportion of
locals in higher education,
o reducing unemployment
o promoting public services and urban development
e Environmental
o Reducing land waste
o Saving more energy
o Promoting a circular economy and achieving industrial symbiosis
o Eliminating major pollution accidents or ecological damage

Environmental benefits can be derived from extensive cooperation of the industrial park
members which is called industrial symbiosis. According to the Strategy for Industrial Parks
development, industrial symbiosis is the cooperation of enterprises for their own cost savings
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https://www.unido.org/sites/default/files/files/2020-11/EN_Experiences_and_Best_Practices_of_Industrial_Park_Development_in_China.pdf
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https://www.kmu.gov.ua/en/news/minekonomiky-stvorennia-industrialnykh-parkiv-vazhlyvyi-instrument-podolannia-defitsytu-robochykh-mists

and reduction of resource consumption, maximum use of opportunities for production at the
expense of existing and potential resources®

In its post-war recovery, Ukraine needs an instrument which could conquer the urgent
economic problems and create prospects for future sustainable development. Industrial parks
have the potential to become such an instrument. The transformation of industrial parks into
eco-industrial only empowers the advantages they provide. This process is a widely used
practice around the world and the stakeholders in Ukraine have already noticed it.

The authors of the Strategy for Industrial Parks Development analyse the positive economic
impact of eco-industrial parks. One of the goals of the Strategy states that it is dedicated to
“promoting the development (transformation) of industrial parks based on the eco-industrial
park model”. According to the UNIDO, eco-industrial parks are different from usual industrial
parks because they not only offer the possibility of sharing resources but actively aim at
promoting the exchange of services, materials, energy, water, waste, and by-products®.
Companies can collectively transform environmental challenges into profitable solutions by
promoting efficient resource utilisation and fostering collaboration through shared
infrastructure.

Many countries around the world have already recognized the importance of eco-industrial
parks in building a sustainable future. According to the World Bank report, as of 2020, among
the total number of industrial parks surveyed, 438 IPs were identified as eco-industrial based
on scoring method*! 34% being from Europe & Central Asia region. Developing countries are
especially interested in creating eco-industrial parks - the report states that EIPs grew at a
compounded annual growth rate (CAGR) of 5.8 percent in non-OECD countries
compared to 4 percent in OECD countries.

We suggest that many developing countries recognize eco-industrial parks as a possibility to
make a leap from an insufficient economy to a circular one. It could allow them to catch up
with developed countries in three dimensions - economic, social, and environmental. In a post-
war reality, Ukraine will need this leap more than anyone. The transition to a circular economic
model is also in line with Ukraine’s main strategic document - National Strategy 2030. The
Strategy for Industrial Parks development points out that the implementation of an eco-
industrial park model is aimed at implementing the National Economic Strategy for the period
up to 2030, namely Strategic Objective 3 "Strengthening the competitiveness of industrial
products manufactured in Ukraine, implementation of resource and energy-efficient
technologies" of Area 10 "Industry", which provides for measures to stimulate the development
of the circular economy and increase resource efficiency.

In terms of the scope of the impact analysis, we assume that the implementation of the
aforementioned strategies will allow for the creation of the 2 type of Industrial parks: 1) eco-
industrial parks (EIP) and 2) Digital innovation hubs (DIH), which can be viewed as two
variations of the same legal entity with the larger focus on manufacturing and production
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activities in case of the former and computer technologies with digital services in case of the
latter. The assumptions for each of the two IP variants are provided in the table below.

The assessment of the economic effect of the development of industrial parks (IP) is based
on the UNCTAD methodology*2. The amount of government investments allocated towards IP
development was calculated based on the 2024 budget plan, where the planned expenditures
amounted to UAH21 billion*® or approximately USD$27 million. The amount of the budget
for the development of the private sector was formed on the basis of the data of the adopted
budget declaration. Taking into account the amount of costs for the creation/modernization of
IP, the optimal number of production IPs that can fall under the development program for a
year in Ukraine was deduced. Multipliers of the influence of private enterprises on the
economic development of the country were derived based on the projected economic results
of existing private enterprises in Ukraine. The forecast of the effects of one IP is averaged
over all pre-selected regions and types of activity (industrial and scientific).

As can be seen from the figure below, the economic effect from the creation of the eco-
industrial parks is almost 13% higher than the effect from the creation of the digital
innovation hubs. The calculation of the macroeconomic effect from the creation of eco-
industrial parks and digital hubs was carried out based on the assessment of macroeconomic
multipliers, in particular GDP multipliers. These multipliers are calculated separately for each
sector and take into account the time parameter. To calculate the specified effect, multipliers
were derived for various sectors of the economy of Ukraine, which in turn were based on
publicly available influence indices. In order to calculate the difference between world
multipliers and Ukrainian ones during the war, indicators of changes in external foreign
investments, volumes of domestic and foreign economic trade were used. A decline in
business activity in the period from 2022 to the end of 2023 was also estimated. It should also
be taken into account that this effect is estimated and may vary depending on the region of
Ukraine, the availability of logistics and other production factors that have significant
differences that are characteristic of each region of Ukraine.

3.4 Potential list of post-conflict opportunities (e.g., grants or loans)
accessible to Ukrainian industry and industrial parks aiming to
transition into the tangible realisation of the eco-industrial parks
model.

Additionally, taking into account the existing opportunities in part 1.3, such as grants and
loans to facilitate the practical implementation of the eco-industrial park model in Ukrainian
industrial and Eco-Industrial parks, including efficient resource utilisation, clean production,
and industrial symbiosis, we propose potential instruments for recovery.

Figure 5. Potential financial resources in recovery process

42
43

34
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Grants within Ukraine Facility
S No expiration date, annually

Loans within Ukraine Facility
e No expiration date, annually

Frozen Russian assets to pay for
e damage

Ukrainian Climate Fund
e No expiration date, annually

Ukraine Decarbonization Fund
e No expiration date, annually

Ukraine Facility Proposal*

In June 2023, the European Commission proposed a Regulation to institute a Ukraine
Facility, currently under consideration by co-legislators. The proposed Facility encompasses
three key components: i) support through grants and loans, ii) Ukraine Investment
Framework, and iii) technical assistance.

The grants®®, potentially reaching EUR€E17 billion, are part of a new Ukraine Reserve
instrument proposed within the MFF review. This reserve would also offer an EU budget
guarantee for support in the form of loans, with annual mobilisation during the budgetary
procedure. The Ukraine Reserve is anticipated to range from EURE billion to EUR€16.7
billion annually and not to exceed EUR€50 billion until 2027.

Loans®* under the Ukraine Facility would mirror terms similar to the MFA+ instrument,
featuring a maximum maturity of 35 years and no principal repayment before 2034. Ukraine
has the option to request an interest rate subsidy and administrative cost waiver annually,
covered by the EU budget. While the Regulation does not specify the annual loan amounts
for Ukraine, it includes an indicative estimate of EUR 8.25 billion per year.

Possible use of frozen Russian assets to pay for damage®*

Exploring the potential utilisation of frozen Russian assets to fund the post-war recovery
process involves considering a substantial pool of resources. Estimates vary, suggesting
that the total value of these assets falls within the range of USD$300 to USD$500 billion.
These funds, if accessed and allocated strategically, could play a pivotal role in financing the
recovery efforts, addressing the extensive damages caused during the conflict. However, it
is essential to conduct a thorough assessment for the designated recovery purposes.

The establishment of the Ukrainian Climate Fund“ is anticipated with backing from the
World Bank, structured as a state institution. This entity will receive revenue from various
environmental taxes, including the CO2 emissions tax, and additional funding sources such
as grants and loans, all channelled through a dedicated budget fund. According to the
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Ministry of Environment, agreements have been secured with international financial
organisations to leverage the fund's resources by a factor of 4-5, with 20 percent originating
from Ukrainian funds and 80 percent from international institutions. The expected rise in
ecology tax rates may contribute an incremental budget income ranging from UAH&50 to
UAH=260 billion (approximately EUR€1.35 to 1.62 billion based on the NBU rate as of
29 July 2022). These funds are earmarked for environmental initiatives and, to a certain
extent, to support businesses in their environmental modernization efforts.

The creation of the Ukrainian Climate Fund holds the potential to streamline access for
participating EIP (Eco-Industrial Park) companies to eco-friendly and "green" technologies,
particularly when the Fund's provisions include support for industrial enterprises.
Furthermore, the Ukrainian Climate Fund is poised to facilitate the implementation of
measures outlined in an updated Intended Nationally Determined Contribution (INDC) of
Ukraine to the Paris Agreement. This document outlines Ukraine's commitment to reducing
greenhouse gas emissions by 35 percent by 2030, representing a 65 percent reduction
from 1990 levels. The proposed measures encompass the eco modernization of industrial
and energy sectors, the advancement of renewable energy sources, enhancements in
building energy efficiency, transitioning to electric transport, reforming waste management
practices, promoting organic and resource-efficient agriculture, and implementing reforms in
forest management.

Created within the framework of the initiative for amending the Budget Code of Ukraine, the
Ukraine Decarbonization Fund®’ entails the following amendments to the Budget Code of
Ukraine:

Amendment of Article 245 to establish the Ukraine Decarbonization Fund within the

special fund of the State Budget of Ukraine. The State Budget of Ukraine comprises
general funds for overall budget expenditures and special funds with specific, clearly
defined sources and directions of use. Balances generated at the end of the budget

period cover relevant costs in the next period, considering their purpose.

Determination of the funding source for the Ukraine Decarbonization Fund,
constituting 50 percent of the environmental tax. This tax is levied on emissions of
carbon dioxide into the air by stationary sources of pollution from January 1, 2021,
amounting to approximately UAH21.35 billion annually (up to EUR€36.5 million as
per the NBU rate as of July 29, 2022).

Specification of the purpose of utilising funds from the Ukraine Decarbonization Fund
for co-financing (cost reduction) of projects and measures leading to a reduction in
carbon dioxide emissions.

One of the key areas of financing from the Decarbonization Fund of Ukraine is
financing initiatives related to the transition to clean energy (solar power plants, wind
power plants, biomass energy production) with the aim of reducing CO2 emissions.
Projects on cleaning and reuse of wastewater at enterprises can also be financed.
The implementation of circular practices between enterprises on the basis of the
Ecological Industrial Park can also be financially supported.

It is crucial to note that the Ukraine Decarbonization Fund came into effect on January 1,
2024.
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Chapter 4: Action Plan

Key stakeholders play a crucial role in shaping and implementing the policies of eco-industrial
parks (EIPs), in collaboration with local authorities responsible for the realisation and practical
support of EIPs. These stakeholders include®:

Ministry of Economic Development of Ukraine | Provision of strategic guidance and
regulation of economic development, including the creation of a favorable environment
for investments in the development of Eco-Industrial Parks.

Committee of the Verkhovna Rada of Ukraine on Economic Development |
Development of legislative acts and strategies to stimulate economic development and
create conditions for the development of environmentally friendly industry.

Ministry of Regional Development | Coordination of regional development strategies
and programs, including support for the creation and development of Eco-Industrial
Parks at the local level.

Ministry of Environmental Protection and Natural Resources of Ukraine | Ensuring
compliance with environmental standards and implementation of environmentally
friendly technologies in the activities of Eco-Industrial Parks.

Ministry of Energy | Development of energy efficiency strategies and implementation
of measures to ensure sustainable energy development in Eco-Industrial Parks.

State Agency for Energy Efficiency and Energy Saving | Coordination of energy
efficiency programs and projects in industry, including support for measures to
implement energy-saving technologies in Eco-Industrial Parks.

Ministry of Strategic Industries | Development of strategic industrial sectors with
potential for green recovery and innovative development within Eco-Industrial Parks.

Ukrainian Chamber of Commerce and Industry | Providing support to enterprises and
supporting entrepreneurship in the context of the development of Eco-Industrial Parks.

Regional administrations and local councils, along with their executive bodies |
Development and implementation of local development strategies, support for
investments in the creation and development of Eco-Industrial Parks, provision of the
necessary infrastructure and services for their operation.

The Reforms Delivery Office of the Cabinet of Ministers of Ukraine provides support
for the EIP policy, significantly influencing IP and EIP policy decisions as an advisory
body to Ukraine's Cabinet of Ministers.

The Resource Efficiency and Cleaner Production Centre is positioned to play a more
influential role in EIP policy development as a service provider for the GEIPP Ukraine
project in implementing the EIP Policy Action Plan. Leveraging its capabilities,
experience, technical capacity, and practical knowledge in resource-efficient and clean
production, the centre can enhance decision-makers' capacity to address gaps and
overcome barriers.

Several stakeholders actively participated in the EIP policy development process after
being included by the Ministry of Economy in the EIP Inter-departmental Working
Group (IWG). These stakeholders include the Federation of Trade Unions of Ukraine,
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the Federation of Employers of Ukraine, the European Business Association, the
Association of Ukrainian Cities, and Ukrainelnvest. Their roles and functions are
detailed in the Stakeholder Mapping Report (2020). These stakeholders engaged in
workshops organized by the GEIPP Ukraine project and meetings of the IWG
organized by the Ministry of Economy of Ukraine and the GEIPP Ukraine project. They
demonstrated intentions to contribute to EIP policy development and expressed
expectations regarding its implementation during IWG meetings. Expectations raised
during the meetings included transparent EIP assessment criteria, realistic
requirements suitable for Ukraine's national conditions, and the development of
support mechanisms for EIPs. The associations also expressed interest in contributing
to the development of the IP Strategy with an EIP approach and involving the
experience and expectations of their members in the development of EIP regulations.

Furthermore, it is essential to establish communication with additional stakeholders, such as
the Committee of the Verkhovna Rada on Finance, Tax, and Customs Policy, and the
Committee of the Verkhovna Rada on Environmental Policy. These committees influence
economic incentives for EIPs and the legal framework for environmental policies, including
ecological taxation, waste management, and climate policy®°.
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Figure 4. Stakeholder Matrix of the GEIPP Project*
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Ability to influence

As the implementation of eco-industrial park policies involves regulatory aspects, specific
information will be required for the development of draft laws and regulatory acts. For instance,
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to justify adoption, define goals, tasks, key provisions, expected socio-economic impacts of
the law, and conduct an analysis of regulatory impact on businesses.

Currently, in Ukraine, the absence of budgetary support, tax incentives, and customs benefits
for eco-industrial parks may hinder their development. Addressing this issue requires
authorities to recognize the advantages of eco-industrial park policies. Therefore, it is crucial
to demonstrate to government officials how eco-industrial park strategies can help businesses
reduce their impact, surpass local and national regulatory norms, address environmental and
social issues, and increase tax revenues for both national and local budgets.

The breakdown of initiatives for the development of Industrial Parks into short-term (up two
years) and long-term (from two to ten years) aims should determine priority directions to
ensure their effective functioning. Short-term measures are pivotal for the rapid integration
and stimulation of industrial parks, while long-term initiatives shape a resilient and competitive
environment.

Short-term (up two years)

Short-term initiatives, to be implemented within the next two years, should focus on taking
immediate actions to address pressing issues and facilitate rapid progress in key areas. These
initiatives aim to activate support programs, streamline permit processes, and expand financial
incentives to attract businesses swiftly. The immediate commencement of operations,
facilitated by simplifying procedures and reducing bureaucracy, is also crucial.

State Target Financing Program for Infrastructure | This initiative involves the
establishment of a targeted financing program by the national government to prioritize
and fund critical infrastructure projects in industrial parks and related areas. This
initiative will ensure the development of industrial parks in regions with lack of sufficient
infrastructure and contribute to the recovery process driven by demand for construction
materials, building industry, etc.

Expansion of Military Risk Insurance Programs | This initiative aims to expand existing
insurance programs to cover risks associated with investment in industrial parks,
particularly in regions affected by the conflict, to provide assurance to investors. The
realisation of initiative will help to enable EIPs to attract investments into their
development supported by the guarantees related to military risks.

Optimization of Workforce Military Reservation System | This initiative involves
optimizing systems to reserve and allocate workforce resources effectively, ensuring
the sufficient amount of skilled labor is available to develop the industrial parks.

Streamlining Permit Processes | This initiative focuses on simplifying and expediting
the process of obtaining permits and approvals for establishing and operating industrial
parks, reducing bureaucratic hurdles and delays.This initiative would help to reduce
the period for permit issuance thus improving investment attractiveness for investors
that consider Ukraine for the establishment of EIP.

Regulatory Compliance for AMCU | This initiative entails ensuring compliance with
regulations set forth by the Antimonopoly Committee of Ukraine (AMCU) to promote
fair competition and prevent monopolistic practices within industrial parks. This
initiative will ensure that managing company is eligible to benefit from supporting
instruments provided by the Government of Ukraine provided to IPs.
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Amendments to SMB Law | This initiative involves making amendments to laws
governing small and medium-sized businesses (SMBs) to provide greater support and
incentives for SMBs to establish and operate within industrial parks. This initiative will
enable SMEs to finance their development within EIPs.

Revision of Urban Development Plans | This initiative aims to revise existing urban
development plans to accommodate the needs of industrial parks and ensure
sustainable land use and infrastructure development. This initiative will ensure the
ElIPs have sufficient infrastructure for establishment.

Update of Regional Strategies | This initiative involves updating regional development
strategies to align with national priorities and promote the growth of industrial parks as
engines of economic development.

Expansion of the 5-7-9 Scroll Programs | This initiative focuses on expanding existing
programs aimed at supporting entrepreneurship and innovation, particularly targeting
startups and small businesses operating within industrial parks.

Special interest-free Loan Programs | This initiative entails the introduction of special
credit programs offering favorable terms, including zero-interest rates, to attract
investment and stimulate growth of industrial parks.

These short-term initiatives are essential for laying the groundwork for the successful
development and operation of industrial parks, fostering economic growth, and attracting
investment in the immediate term.

Middle-term (from two years to ten years)

While short-term initiatives have an immediate impact, long-term measures are geared
towards ensuring the sustained and stable success of industrial parks. This includes
infrastructure improvement, the development and implementation of sustainable growth
strategies, support for long-term investments, and the shaping of a technological landscape.

Address-Specific Payment for Workplaces | This initiative involves implementing a
payment system where financial incentives or subsidies are provided specifically for
the creation of new job opportunities within industrial parks. The aim is to encourage
businesses to establish operations in these parks by offsetting some of their costs
associated with hiring new employees.

Update Building Norms | This initiative entails revising and updating building
regulations and standards to align with the needs and requirements of industrial parks.
It may involve adapting construction codes to accommodate modern industrial
facilities, ensuring efficient use of space, safety standards, and environmental
considerations.

Deregulation of VAT Refund | This initiative focuses on simplifying and deregulating
the Value Added Tax (VAT) refund process for businesses operating within industrial
parks. By streamlining administrative procedures and reducing bureaucratic hurdles,
this measure aims to improve the business environment and encourage investment.

Compilation of a List of Land Plots | This initiative involves conducting a
comprehensive inventory and assessment of available land plots suitable for industrial
development, particularly within designated industrial zones or areas earmarked for
industrial parks. The compiled list will provide valuable information to potential
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investors and developers, facilitating site selection and investment decision-making
processes.

Establishment of a Business Attraction Office | This initiative entails setting up a
dedicated office or agency responsible for promoting and attracting businesses to
industrial parks. The office will serve as a centralized point of contact for investors,
providing information, assistance, and support throughout the investment process. It
may also be tasked with marketing industrial park facilities, coordinating investment
incentives, and facilitating business matchmaking initiatives.

These proposals aim to address specific challenges and barriers to the development and
operation of industrial parks, providing targeted solutions to enhance their attractiveness to
investors, streamline administrative processes, and promote economic growth and
development.
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Annex 1. Timeline of key initiatives with a long and short term section
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Milestones Stakeholder
Objectives Activities Expected Results pERpyMPLEEN responsible for
PPkl leading the activity

Other Stakeholders to be consulted during the activity

\War-related Expansion of Military Risk [Will get an opportunity Ministry of Economic |[Government and Public stakeholders
stream Insurance Programs to increase Foreign Development of National Bank of Ukraine
Investments in Ukraine. Ministry of finance of Ukraine

production and industry Cabinet of Ministers of Ukraine

Businesses, NGOs and other stakeholders
Dragon Capital Park Management

UParks

EBA

MIGA

Dragon Capital

HEAD Ukraine

EPICENTER K LLC

\War-related Optimization of Workforce |Enterprises will be able Ministry of Economic |[Government and Public stakeholders
stream Reservation System to retain key personnel Development of Ministry of defence of Ukraine
and have continuity of Ukraine. Cabinet of Ministers of Ukraine

business processes
Businesses, NGOs and other stakeholders

Companies in Industrial Parks of Ukraine

Dragon Capital Park Managment

UParks

EBA

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTERK LLC

Ministry of Economic |[Government and Public stakeholders

Development of Ministry of finance of Ukraine

Ukraine. Regional administrations and local councils, along with their
executive bodies.

Financial stream |[State Target Financing It will make it possible to
Program for Infrastructure |provide infrastructure for
the industrial park, thus
it will help attract
investors and

enterprises Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
EBA
IASSOCIATION OF INDUSTRIAL PARKS OF UKRAINE
EBRD
EIB
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Dragon Capital
HEAD Ukraine
IP Bila Tserkva
EPICENTER K LLC

Financial stream

Expansion of the 5-7-9
Scroll Programs

Increase the upper limit
of the loan amount

Ministry of Economic
Development of
Ukraine.

Government and Public stakeholders
National Bank of Ukraine

Ministry of finance of Ukraine

Cabinet of Ministers of Ukraine

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
Dragon Capital Park Management

UParks

EBA

Dixi Group

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER K LLC

Financial stream

Special 0% Credit
Programs

It will provide an
opportunity to receive
funds for infrastructure
development

Ministry of Economic
Development of
Ukraine.

Financial stream

IAddress-Specific Payment
for Workplaces

It will create an
opportunity to attract
business to the territory
of the industrial park

Government and Public stakeholders
National Bank of Ukraine

Ministry of finance of Ukraine

Cabinet of Ministers of Ukraine

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
Dragon Capital Park Management
UParks

IEBA

EBRD

EIB

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTERKLLC

Ministry of Economic
Development of
Ukraine.

Government and Public stakeholders
National Bank of Ukraine

Ministry of finance of Ukraine

Cabinet of Ministers of Ukraine
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Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
Dragon Capital Park Management

UParks

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTERK LLC

Policy stream

Streamlining Permit
Processes

To reach the level of
speed of obtaining
permits as in Poland or
the Czech Republic

Ministry of Economic
Development of
Ukraine.

Government and Public stakeholders
Cabinet of Ministers of Ukraine
NEURC

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
EBA

Dixi Group

Dovkillya. SMART

Ukrainian National Office for Intellectual Property and innovations
NGO “Living planet”

Confederation of Builders of Ukraine

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER K LLC

DTEK
Policy stream Regulatory Compliance  [There will be an Ministry of Economic |Government and Public stakeholders
for AMCU opportunity to use tax Development of IAMCU

benefits

Ukraine.

Cabinet of Ministers of Ukraine

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine

EBA

Dragon Capital Park Managment

UParks

Industrial Parks of Ukraine Group of Companies
Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER K LLC
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Policy stream

lIAmendments to SMB Law

It will be possible to
receive preferential
loans, which are
prohibited for
Management
companies

Ministry of Economic
Development of
Ukraine.

Government and Public stakeholders
Parliament (Verkhovna Rada of Ukraine)

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
Dragon Capital Park Managment

UParks

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER KLLC

Policy stream

Revision of Urban
Development Plans

It will give an
opportunity to have an
understanding of the
engineering
infrastructure

Regional
ladministrations and
local councils, along
with their executive
bodies.

Government and Public stakeholders
Ministry of Economic Development of Ukraine.

Businesses, NGOs and other stakeholders

EBA

Dixi Group

Dovkillya. SMART

NGO “Living planet”

IAssociation of Cities of Ukraine

Companies in Industrial Parks of Ukraine Dragon Capital
HEAD Ukraine

IP Bila Tserkva

EPICENTERK LLC

Policy stream

Update of Regional
Strategies

The number of empty
Industrial Parks will
decrease, there will be a|
clear understanding of
the areas where to
build, under which
sector to build

Regional
administrations and
local councils, along
with their executive
bodies.

Government and Public stakeholders

Ministry of Economic Development of Ukraine.

Ministry of Regional Development.

Ministry of Environmental Protection and Natural Resources of
Ukraine.

Ministry of Energy.

State Agency for Energy Efficiency and Energy Saving.
Ministry of Strategic Industries.

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
EBA

Dixi Group

Dovkillya. SMART

NGO “Living planet”

IAssociation of Cities of Ukraine
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Policy stream

Update Building Norms
(BOMA)

It will make it possible to
attract international
management
companies for industrial
parks

Dragon Capital
HEAD Ukraine
IP Bila Tserkva
EPICENTER K LLC

Cabinet of Ministers|
of Ukraine

Policy stream

Deregulation of VAT
Refund

It will create an
opportunity to attract
business to Industrial
Parks

Government and Public stakeholders

Ministry of Economic Development of Ukraine.

Ministry of Regional Development

Ministry of Environmental Protection and Natural Resources of
Ukraine.

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
EBA

Dixi Group

Dovkillya. SMART

Ukrainian National Office for Intellectual Property and innovations
NGO “Living planet”

Confederation of Builders of Ukraine

Dragon Capital Park Management

UParks

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER K LLC

DTEK

Ministry of Economic
Development of
Ukraine.

Government and Public stakeholders
National Bank of Ukraine

Ministry of finance of Ukraine

Cabinet of Ministers of Ukraine

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
EBA

Dragon Capital Park Managment

UParks

Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER K LLC

48




Policy stream

Compilation of a List of
Land Plots

Create a strategic vision
for the construction and
placement of industrial
parks in the context of
engineering
communications and
infrastructure

Policy stream

Establishment of a
Business Attraction Office

Create a strategic vision
for the construction and
placement of industrial
parks in the context of
engineering
communications and
infrastructure

Regional
administrations and
local councils, along
ith their executive
bodies.

Government and Public stakeholders

Ministry of Economic Development of Ukraine.

Ministry of Regional Development

Ministry of Environmental Protection and Natural Resources of
Ukraine.

Businesses, NGOs and other stakeholders
EBA

Dixi Group

Dovkillya. SMART

Ukrainian National Office for Intellectual Property and innovations
NGO “Living planet”

IAssociation of Cities of Ukraine
Confederation of Builders of Ukraine
Industrial Park Management

Dragon Capital Park Management

UParks

Companies in Industrial Parks of Ukraine
Dragon Capital

HEAD Ukraine

IP Bila Tserkva

EPICENTER K LLC

DTEK

Ministry of Economic
Development of
Ukraine.

Government and Public stakeholders
Cabinet of Ministers of Ukraine

Businesses, NGOs and other stakeholders
Companies in Industrial Parks of Ukraine
IAssociation of Cities of Ukraine

M10 Industrial Park

Kalush Industrial Park

Molfar Industrial Park

Bila Tserkva Industrial Park

Zahid Resource Industrial Park

\Winter cool Industrial Park
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