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Labor Market Adaptation of
Internally Displaced People:
The Ukrainian Experience

This brief is based on research that investigates the probability of
employment among displaced and non-displaced households in a region
bordering territory with an ongoing military conflict in Eastern Ukraine.
According to the results, internally displaced persons (IDP) are more
educated, younger and more active in their job search than locals.
Nevertheless, displaced individuals, particularly males, have experienced
heavy discrimination. After controlling for personal characteristics, the
structure of the household, location, non-labour incomes and endogeneity of
displacement, IDP males are 17% less likely to be formally employed two
years after resettlement than locals.



Internally displaced persons in
Ukraine

In 2014, 23 years after independence, Ukraine
suddenly found itself among the top-ten of
countries with the largest internally displaced
population. During the period 2014-2016, 1.8
million persons registered as internally displaced.
Potentially, about 1 million more reallocated to
Russia and about 100,000 to other countries
nearby, where they sought refugee or labour
migrant status (Smal, 2016).

The Ministry of Social Policy of Ukraine (MSPU)
has regularly published very general reports on
displaced persons. According to these reports, at
the end of February 2016, the internally displaced
persons in Ukraine included 22,000 individuals
from Crimea and over 1.7 million citizens from
Eastern Ukraine. These are mostly individuals
who registered as IDPs to qualify for financial
assistance from the state and some non-monetary
benefits. Among them, 60% are retired people,
23.1% are individuals of working age, 12.8% are
children and 4.1% are people with disabilities
(Smal and Poznyak, 2017). In fact, the MSPU
registers not only displaced persons but also those
who de facto live in the occupied territories and
occasionally travel to territories controlled by the
Ukrainian authorities to receive their pension or
social benefits (so called ‘pension tourism’). On the
other hand, some IDPs did not register either to
avoid bureaucracy or because they were unable to
prove their status due to lack of documents.
Recent publications that are based on surveys
portray a more balanced distribution: 15% are
retired people, 58% are individuals of working
age, 27% are children and 13% are people with
disabilities (IOM and the Ukrainian Centre for
Social Reforms, 2018).

Only limited information is available about IDPs’
labour market activity. According to the State
Employment Service (SES), between March 2014
and January 2016, only 64,300 IDPs or 3.75%
referred to the SES for assistance (Smal and

Poznyak, 2017). On the one hand, this figure
reflects the relatively low reliance of displaced
Ukrainians on the SES services in their job search.
On the other hand, the geographical variation in
the share of SES applicants suggests that Ukraine’s
IDPs who moved further from the war zone and
their homes were more active in trying to find a
job.

Data

Our primary data were collected in June-August
2016 by REACH and provided by the Ukraine
Food Security Cluster (UFSC) as a part of the
needs assessment in Luhansk and Donetsk oblasts
of Ukraine - two regions that were directly
affected by the conflict. These two regions have
hosted roughly 53% of all IDPs in Ukraine (Smal
and Poznyak, 2017). We argue that households
that did not move far from the place of conflict are
most likely to be driven by conflict only, while
long-distance movers may combine economic and
forced displacement motives.

The data set offers information on 2500
households interviewed in 233 locations and is
statistically —representative of the
household in each oblast. It includes respondents
currently living in their pre-conflict settlements
(non-displaced, NDs) and respondents who report
a different place of residence before the conflict
(IDPs). The IDP group comprises individuals with
registered and unregistered status and from both
sides of the current contact line. The non-IDP
group includes only households living on the
territory controlled by the Ukrainian Government
that did not move after the conflict had started.

average

Our sample covers 1,135 displaced households
that came from 131 settlements. Most of the
reallocations took place in early summer 2014 with
the military escalation of the conflict in Eastern
Ukraine. Thus, the duration of
displacement up to the moment of the interview
was 637 days (or 21 months). This is a sufficiently
long period for adaptation and job search.
However, there is enough variation in this
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indicator — some families left as early as March—
April 2014, while others were displaced in June
2016, just a few days before the interviews started.

Results

Simple comparison shows that heads of displaced
households are on average almost four years
younger than those of non-displaced households
(Table 1). In terms of education, displaced
households are found to be more educated than
non-displaced  households, as there are
significantly more IDP household heads with
tertiary education and significantly
individuals with only primary, secondary or
vocational degrees. In particular, 37% of IDP
household heads hold a university degree
compared with 22% of household heads among
the local population. This seems to suggest
positive displacement selection. IDPs are slightly
more likely to be headed by females and
unmarried persons, although these differences are
statistically insignificant. Displaced households
include more children aged under five (0.35 vs.
0.22 children per non-displaced household) and 6
to 17 years (0.42 vs. 0.34, respectively) and fewer
members aged over 60 years (0.58 vs 0.66,
respectively). There is no difference in the number
of working-age adults or disabled individuals per
household among IDPs and non-IDPs. The
average household size is statistically similar for
the groups (2.74 vs. 2.65 persons per IDP and non-
IDP household, respectively).

fewer

There are further differences in the types of
economic activity and occupations among IDPs
and non-IDPs. Prior to the conflict, displaced
respondents were more likely (than non-displaced
persons) to be employed as managers or
professionals and less likely to hold positions as
factory or skilled agricultural workers. This result
also speaks in favor of a positive displacement
selection story.

As expected, the conflict has had a negative effect
on human capital in the government controlled
areas of Donetsk and Luhansk regions. We
observe some deskilling at the time of the

interviews, which is especially pronounced for
IDPs. In particular, the share of managers among
the IDPs had reduced from 12% to 5% and that of
technicians from 15% to 12%, while the proportion
of service and sales employees had increased from
10% to 13%, that of factory workers from 11% to
15% and that of skilled agricultural workers from
2% to 6%.

Table 1. Selected descriptive statistics

Internally  Non-
displaced displaced
households households

Household head employed 0.43%#%* 0.48%#%*
Household head characteristics
Age (years) 48.10%** 52.85%%%*
Male 0.49 0.52
Education
vocational 0.427%%* 0.49%%*
university 0.37%#%* 0.227%%%

Household characteristics
Size (persons) 2.74 2.65

Number of children 0-5 0.35%*%* 0.21%**
Number of children 6-17 0.42%*% 0.34%*%*
Number of members 60+ 0.58%** 0.66**

0.50%** NEEE
0.78%#** 0.28%#%*

IDP payments

Humanitarian assistance

Considering the economic activity in the current
location, we can note that on average the heads of
displaced households are 5% less likely to be
employed than those of non-displaced households
(43% vs. 48%, respectively). In both groups, a large
share of respondents report difficulties in their job
search, but IDPs are 13% more likely to experience
this problem. They report changing their pre-
conflict occupation three times more often than
non-IDPs (37% vs. 11%).

Government and non-government assistance may
also drive the differences in employment.
Economic theory states that individuals are less
likely to work if they have some backup in the
form of non-labour earnings. Financial support
and humanitarian assistance are widely used to



smooth a displacement shock. At the same time,
improperly designed assistance schemes may
reduce the stimulus to search for a job.

IDPs are 9% less likely to include earnings in their
household’s top three main sources of income than
the non-displaced population (46% vs. 55%,
respectively), meaning that they rely more on
various social payments and pensions. In addition,
displaced households may be slightly more
reluctant to search for a job due to displacement
assistance from the government (received by 50%
of IDPs compared with 0% for non-IDP
households), although the amounts are quite

modest. According to the existing legislation, IDPs
can receive regular monthly state payments and
one-time state payments. Regular monthly
payments can be received by any IDP and cannot
exceed UAH 3,000 (~$111) for an ordinary
household, UAH 3,400 for a household with
disabled people and UAH 5,000 (~$185) for a
household with more than 2 children. Eligibility
and the size of the one-time payment are
determined by the local government. In the data
set, 95% of IDPs receive less than UAH 3,000 while
the 2016 average monthly wage was UAH 6,000 in
Donetsk and UAH 4,600 in Luhansk regions.

Figure 1. Main results

Formal employment

All employment

(a) Formal IDP status, OLS

(b) IDP status, IV (c) IDP status, IV

No HoH, HoH,  HOH,  HoH, HH, HoH,  HoH, HH
Controls HH,FE  HH, FE FE, nLI HH, FE FE, nLI
X 10
a
® 5 D
4
o
0

3 DI =
oS
o -5
€
o
a -10
a

-15

-20

Controls included:

HoH - household head's characteristics

HH - household composition

FE - current location fixed effect

nLl - non-labour income, savings and assistance

B Male ®Female




In addition, IDPs are three times more likely to
receive humanitarian assistance (78% vs. 28%
among displaced and non-displaced persons,
respectively). This support includes mostly food
and winterisation items but also cash (26% among
displaced vs. 12% among non-displaced assistance
receivers). On the other hand, to cover reallocation
and adaptation costs, some IDPs use their financial
reserves, and as a result they are by 10 p.p. more
likely to report no or already depleted savings.
This may increase their stimulus to engage in a
more active job search.

After taking into account the observed and
unobserved differences between the groups as
well as controlling for the location fixed effect, we
find that the difference in the probability of
between displaced and non-
displaced persons increases from a casually
observed slit of 5% to a chasm of 17.3%. This result
suggests that IDPs are [negatively] discriminated
despite being younger, more educated, skilled and
more ‘able’ in the labour market. Specifically, 7 out
of 17 p.p. (41% of the gap) are due to the variation
in observed household head characteristics and
family =~ composition,  while  unobserved
displacement-related features (such as attitude

employment

towards change, activism, mental and physical
ability to reallocate) account for 5 p.p. (29%) of the
gap. Controlling for particularities of a current
location does not substantially affect the estimated
differences.

We re-estimate these regressions using an
employment indicator that includes both formal
and informal employment (as defined by the
respondents), accounting for occasional and

irregular employment, including subsistence
agricultural work. Since informal work is more
common among IDPs, this definition of

employment leads to a reduction in the average
casually observed gap from 5% to 3%. However,
after controlling for all the factors, we obtain the
same result - a 17.8% difference between
displaced and non-displaced households.

Conclusion

Policy makers and international donors should not
be misled by the comparable
probability of employment among IDPs and non-
IDPs based on simple statistics. The average 0-5%
difference in unconditional employment rates
conceals the actual 17% gap in the likelihood of
having a job. The contribution of unobserved
displacement-related factors in hiding the true gap
is large, especially for males seeking formal
employment. Without adjusting for it, we would
underestimate the real difference in employment
probability by  one-third to  one-half.
Our study produces firm evidence that displaced
individuals in Ukraine, particularly males, have
been discriminated against in terms of
employment. Our results further suggest that
male heads of displaced households experience
more discrimination in the formal labour market,
while the situation is the opposite for females, who
are more likely to face unequal treatment in the
informal sector. Policy makers and volunteers
should take this difference into account in the
adaptation of male- and female-headed
households.

seemingly

Humanitarian assistance to displaced individuals
was found to have no negative effect on their
employment, which suggests that it is provided in
an effective manner. Thus, this tool can be used to
mitigate the discrimination.
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