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PARLIAMENT IN TIMES OF WAR
Updates on Ukraine's Verkhovna Rada

State Budget of Ukraine for 2025

On November 19th, the Verkhovna Rada adopted Law No. 12000 on the State Budget of
Ukraine for 2025. It was signed by President Volodymyr Zelenskyy on November 28th. This
is yet another wartime budget, which sets a historic record for defence spending. Compared
to 2024, there is also an increase in spending on servicing the national debt. Despite the
major focus of the Budget on defence expenditures and the attempts to balance it by the
social sector, significant attention has been given to support for veterans and people with
disabilities. In addition, the Budget takes into account the funds that are planned to be
gained through tax increases, as specified in Law No. 11416-d on tax policy during martial
law.

Main Expenditures

The budget expenditures for 2025 have risen by approximately 8.5% compared to 2024.
Defence spending now accounts for 4% more of GDP than in the previous year. Additional
funds have been allocated to servicing the national debt, while the need for external support
has decreased by $2.5 billion.

In 2025, the general fund Budget expenditures are planned to total 3.64 trillion UAH (~$87.5
billion). It is expected to allocate 2.2 trillion UAH (~$52.9 billion) for security and defence.
55% will go to the salaries of military personnel, and 35% will be directed towards the
purchase of weapons and military equipment, which constitutes about 26% of Ukrainian
GDP. 1.17 trillion UAH (~$28.1 billion) is anticipated to be directed towards the repayment
and servicing of the national debt.

The critical need for external financing remains urgent. In 2025, it amounts to $38.4
billion. Ukraine plans to mobilise these funds from the EU, IMF, and G7 countries. An
important aspect is the disbursement of a $50 billion loan to Ukraine by the G7 countries,
financed by the profits from Russian assets frozen due to sanctions. Currently, there is a
precedent set by the United Kingdom for covering military-related expenditures within the
framework of this loan. Additionally, the IMF programme and the Ukraine Facility will
continue. Under these programmes, Ukraine will receive funds contingent on implementing
specific reforms.

Social Sector

In the social sector, 211 billion UAH (~$5.1 billion) is planned to be spent on healthcare (with
healthcare spending increasing by 12 billion UAH in comparison with 2024), 5.6 billion UAH
(~$134.6 million) is allocated for supporting war veterans, and 420 billion UAH (~$10.1
billion) for social protection and pension provision. The 2025 Budget aligns with the "Heroes



https://itd.rada.gov.ua/billinfo/Bills/Card/44888
https://itd.rada.gov.ua/billinfo/Bills/Card/44809
https://mof.gov.ua/uk/news/sergii_marchenko_predstaviv_proekt_derzhbiudzhetu-2025_narodnim_deputatam_ukraini-4797
https://www.pravda.com.ua/news/2024/10/26/7481453/
https://sud.ua/uk/news/publication/315867-v-proekt-byudzheta-na-2025-god-zakladyvayut-90-mlrd-grn-kredita-ot-velikobritanii-na-oboronnye-raskhody
https://www.facebook.com/share/p/18UiKCZfnY/
https://suspilne.media/883125-zelenskij-u-radi-predstavlae-vnutrisnij-plan-stijkosti-ukraini/

Policy" declared by Volodymyr Zelenskyy. In total, 10.5 billion UAH (~$252.4 million) is
designated for rehabilitation and prosthetics, specialists supporting veterans, the creation of
veteran spaces, apartments for veterans, and more.

Despite Prime Minister Denys Shmyhal's statement on full financing of the eRecovery
programme', Olena Shulyak, Chair of the Regional Development Committee, claimed that 4
billion UAH (~$96.2 million) is an extremely small amount. Shulyak emphasised that the
issue of people refusing evacuation from frontline areas or returning to occupied territories is
caused by the lack of necessary conditions in territories controlled by Ukraine, making these
people "eternal refugees” in their own country. Therefore, the Parliament began to explore
alternative funding sources for eRecovery, such as local budgets with surpluses.

However, the 2025 Budget still had to be balanced by cutting social sector spending. The
minimum wage and basic social standards will remain_unchanged. The minimum pension
will also stay at the same level, but it will be indexed in March 2025.

What is New?

Support of teachers

By 2030, Ukraine is likely to face a shortage of 108,000 teachers. Currently, only 12% of
teachers are satisfied with their salary levels, and 80% believe that society does not value
their work. Therefore, in support of teachers, from January 1st, 2025, educators in public
schools will receive a bonus of 1,000 UAH (~$24), and from September 1st, 2025, the bonus
will increase to 2,000 UAH. This will remain in place until the end of martial law. The Budget
includes an increase in education spending by 18 billion UAH (~$432.7 million) compared to
2024. Before the second reading, education expenditures were increased by another 24
billion UAH (~$577.9 million): 12 billion UAH - specifically for teacher bonuses, and another
12 billion UAH - for investment projects in education.

Special Pensions

The scandal involving regional prosecutors securing fraudulent disability statuses has
triggered public outrage over the potential abuse of special pension benefits. This, in turn,
has led to increased outrage in society regarding the special pension payments currently
provided in Ukraine.

Despite a decrease in the number of pensioners, the number of special pensioners is
growing?. Although large retirement benefits are capped at 10 minimum subsistence wages
(23,610 UAH or ~$567.5), many citizens have gone to court and, having won their cases,
received significantly higher pensions. According to the Ministry of Social Policy of Ukraine,
the state's debts for court-awarded retirement benefits to pensioners exceed 67 billion UAH
(~$1.6 billion). According to the Chair of the Budget Committee, Roksolana Pidlasa, the
government is finally "tackling" the issue of excessively large pensions awarded through
court rulings. Citizens who have won retirement benefits above 23,610 UAH will have
reductions applied through coefficients determined by the government.

1 000 UAH

President Zelenskyy introduced the one-time payment of 1 000 UAH to Ukrainians, which
will be available to all Ukrainians within the country, regardless of age or status. The money
can be spent on Ukrainian-made goods, utilities, donations to the Armed Forces of Ukraine

' eRecoveryis a government assistance programme for Ukrainians whose homes have been

damaged or destroyed due to hostilities.

2 Special pensions are received by judges, prosecutors, citizens affected by the Chernobyl disaster,
former military personnel and employees of law enforcement or security agencies, civil servants,
ex-diplomats, members of parliament, and others in accordance with the laws of Ukraine.
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(AFU), and more. The source of these funds is the Unemployment Fund. At the beginning of
2024, the Fund transferred 10 billion UAH (~$240.4 million) to implement Ministry of
Economy programmes supporting businesses, but, in reality, 9.3 billion UAH were not
utilised. The Chair of the Budget Committee, Roksolana Pidlasa, believes that fewer than
30 million Ukrainians will take the 1 000 UAH. However, committee member Yaroslav
Zheleznyak argues that the allocated funds for this payment will be insufficient.

Meanwhile, public opinion on this support programme is mixed. Currently, several petitions
calling for the cancellation of this initiative have been registered, but they have gained very
few votes. On one hand, Ukrainians consider the 1 000 UAH to be a small amount, while, on
a national scale, it represents a notable expense. On the other hand, given the large number
of people in vulnerable groups, it seems impractical to distribute money to everyone.
Nevertheless, Russia is destroying Ukraine's economy, which causes a sharp rise in the
number of people living below the poverty line. Although a few thousand hryvnias could
provide noticeable relief for many families, the one-time nature of this aid and the preference
for short-term solutions over long-term structural changes makes the initiative seem limited.

Local development

Amid discussions on reducing the percentage of income tax that remains in local budgets,
the Association of Ukrainian Cities emphasised the necessity of maintaining it at 64%. The
Association argued that this was essential to ensure proper preparations for the heating
season and uninterrupted services to communities during power outages. Meanwhile, the
Ministry of Finance proposed reducing the income tax share to 60% for local budgets, with
the remaining 4% (equivalent to 12.2 billion UAH, ~$293.3 million) allocated as a subsidy to
support enterprises in wastewater, heating, and water supply sectors. This subsidy would
not be at the discretion of the cities. However, by the second reading, the Budget
Committee voted in favour of retaining 64% of the income tax for hromadas.

It is important to note that the military income tax will continue to be allocated to the state
budget rather than local ones.

Tax increase

On November 28th, President Volodymyr Zelensky signed Law No. 11416-d on tax policy
during martial law. It had been approved by the Verkhovna Rada in October but remained
unsigned by the President for over a month, causing risks since the revenue from tax
increases was included in the Budget. The law stipulates a raise in the military levy rate for
various categories of taxpayers and an increase in the profit tax for banks and other financial
institutions. This measure is necessary to reduce the budget deficit, which is expected to
reach approximately 500 billion UAH (~$12 billion) by the end of 2024. According to the head
of the parliamentary Committee on Finance, Tax, and Customs policy, Danylo Hetmantsey,
the tax increase will bring an additional 135 billion UAH (~$3.2 billion) to Ukraine's budget in
2024. However, this adjustment in tax rates will not be enough to eliminate the budget deficit
in the current year and years to come.

The head of the Budget Committee, Roksolana Pidlasa, emphasised that "unfortunately, the
increase in the military levy will only be felt by those who receive a 'white' salary. People who
receive their salaries in envelopes will not bear the burden of these additional taxes." Pidlasa
suggested that raising VAT could help, as it affects the shadow economy.

To sum up, the expenditure part of the Budget was calculated based on funds for which
international agreements already exist. On the one hand, this promotes confidence in the
future implementation of the planned measures. However, on the other hand, some experts
believe that the existing expenditures are insufficient, which creates a risk of a rise in state
needs and, accordingly, the sudden necessity to attract additional sources of funding.
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About this update on Ukraine's Verkhovna Rada

Ukraine's democratically elected officials continue to perform their duties while enduring Russia's
unprovoked and horrific invasion. These briefing notes provide the latest information about the
legislative activities of the Verkhovna Rada.

Briefing notes are prepared by the Parliamentary Centre and the Agency for Legislative Initiatives
under the Parliamentary Accountability for the Security Sector (PASS Ukraine) project, funded by
the Peace and Stabilization Operations Program of Global Affairs Canada. The analysis included in
this note is based on media reports and information obtained from the Verkhovna Rada and other
legislative bodies.

This note is for information only and is not meant to convey opinions regarding policy decisions in
the Verkhovna Rada’s sole purview. The contents of this note do not necessarily reflect the views of
PASS partners or Global Affairs Canada. Every attempt is made to ensure the accuracy of all
information, acknowledging the fluid humanitarian and security situation, the disruption of the flow
of information and organised disinformation.

Previous PASS Ukraine briefs are available on the Parliamentary Centre website.




