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CONTENTS OF THE ASSOCIATION AGREEMENT
The aims of the Association Agreement between the EU and Ukraine (hereinafter - AA), as defined in Article 1, 
can be summarised as follows1:

  promoting peace and stability;

  respect for common values (as they constitute essential elements of the AA)2;

  enhanced cooperation and Ukraine’s association with EU policies in various areas3;

  Ukraine’s gradual integration in the EU Internal Market, by setting up a Deep and Comprehensive Free 
Trade Area.

The main essence of the Deep and Comprehensive Free Trade Area (hereinafter - DCFTA) and the AA in general 
is a unilateral regulatory approximation in exchange for economic integration. According to the AA, Ukraine is 
obliged to adopt and implement the acquis - EU legislative norms, rules and technical standards. In return for 
this, Ukraine will gradually become part of the EU Internal Market.4 The extent to which this integration hap-
pens will depend on the ambition and capacity of Ukraine to achieve a reciprocal deep liberalisation through ap-
proximation with the EU acquis.5 In general, with the exception of the European Economic Area and candidate 
countries, the EU has never opened up the Internal Market to participation by a 3rd country to such a degree.6

The AA contains three major types of arrangements in various sectors of economic integration:
  Direct reciprocal market opening through the progressive removal of customs duties (asymmetric, privileged 
for Ukraine from the side of the EU)7;

  Conditional opening of the EU Internal Market for Ukraine in selected sectors in the future - on the condition 
of Ukraine’s alignment with the EU norms and standards in these areas;

1    Given the complex structure and wording of Article 1 (and of the whole text of the AA), only the key content is presented here, in a somewhat simplified form, 
without undue details which may be of interest to professional lawyers.

2    Article 2 defines that respect for democratic principles, human rights and fundamental freedoms, the principles of the rule of law, sovereignty and territorial 
integrity, inviolability of borders and independence, as well as countering the proliferation of weapons of mass destruction constitute essential elements of 
this Agreement. According to Article 478, in case of violation by a party of any of the essential elements of this Agreement, the other party may suspend the 
effect of the AA provisions on DCFTA.

3    The AA covers a lot of areas and topics, and the political dialogue between the parties on these issues can be very productive. For example, further progress 
on the visa dialogue and taking gradual steps towards a visa-free regime have been mentioned as commitments of both parties in Article 19 of the AA.

4    See the EU’s explainer ‘The EU-Ukraine Association Agreement and Deep and Comprehensive Free Trade Area: What’s it all about?’: http://eeas.europa.eu/
archives/delegations/ukraine/documents/virtual_library/vademecum_en.pdf - p. 8 and 11.

5   Ibid., p. 13.
6   Ibid., p. 8.
7    In practice, it took place even before the provisional application of the AA, with unilateral introduction of the EU’s autonomous trade preferences for Ukraine in 2014.
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  Ensuring fair competition between EU and Ukrainian firms by gradually bringing Ukraine in line with the EU 
rules and standards in consumer rights, intellectual property rights, labour rights, environmental protection, 
state aid and competition8.

Thus, the AA in its economic part will be fully implemented when customs duties are completely removed, the 
regulatory environment in Ukraine aligned with that of the EU, and Ukraine becomes part of the EU Internal 
Market in a number of sectors. The specific areas, markets, methods of opening of the EU market foreseen in 
the AA as well as the timeframes for fulfilling the respective ‘homework’ are presented in Table 1 (see p. 11). In 
total, these are 14 sectors or markets on which the AA foresaw adoption of 15 decisions by the EU.

As the relevant AA provisions provide for the gradual opening of the EU Internal Market in the future, thus 
they lay down the dynamics of AA implementation. These dynamics, however, are not automatic: it depends on 
Ukraine’s progress in its ‘homework’ of regulatory approximation. 

The AA does not specify the timeframes when the EU should decide on the integration of Ukraine into its domestic 
market in a given sector but as a rule contains sufficiently clear timeframes by which Ukraine has to fulfil its ‘home-
work’ in a sector - after which it is logical to expect the EU decision to follow soon.

Thus, calculating from the start of provisional application of DCFTA provisions on 1 January 2016, in accord-
ance with the timeframes foreseen in the AA, as of the beginning of 2019 Ukraine should have implemented 
its commitments in at least four sectors. Thus, there must have been already created conditions for the EU de-
cisions to integrate Ukraine into the Internal Market in these sectors, namely: conclusion of the Agreement on 
Conformity Assessment and Acceptance of Industrial Products (ACAA); Ukraine’s joining the two Conventions on 
customs; granting of internal market treatment in postal and courier services; and partial opening of the public 
procurement market.

IMPLEMENTATION DYNAMICS -  
INTERIM RESULTS AND RECOMMENDATIONS
Analysis of the state of developments in selected sectors of economic integration as of January 2019 shows 
very diverse dynamics of AA implementation depending on the area9:

In technical barriers to trade, AA foresees the perspective for concluding the Agreement on Conformity As-
sessment and Acceptance of Industrial Products (ACAA). Initially, ACAA may cover one or several sectors, and 
later be gradually extended to all 27 sectors listed in the AA. Potentially, ACAA can cover up to up to a fifth of 
Ukrainian exports to the EU (primarily machine building products), facilitate trade and raise the image of the 
goods made in Ukraine on global markets. At the moment, progress made in Ukraine’s homework implemen-
tation (harmonisation of legislation, national quality infrastructure and market surveillance with the EU acquis) 
does allow for concluding the ACAA in at least three sectors. However, the EU has not given any signals about 
the actual prospects for it. In the absence of perspective for a quick conclusion of the ACAA, the harmonised 
procedures and requirements proved too burdensome, especially for importers.
Recommendation for the EU

  Carry out an official assessment of Ukraine’s homework implementation, and in case of the positive results - 
make decision to conclude the ACAA with Ukraine.

In customs procedures, there is no coherent policy in Ukraine, largely as a result of not having the Customs 
Service as a separate agency. This is an example of how an institutional issue not covered by the AA directly 
affects the pace of implementation of its provisions on regulatory approximation and, in particular, complicates 
the passage of relevant laws in the Parliament. As a result, Ukraine has not yet fulfilled its ‘homework’ in this 

8    «EU-Ukraine Deep and Comprehensive Free Trade Area: Economic benefits and opportunities» - explainer of the European Commission: http://trade.ec.eu-
ropa.eu/doclib/docs/2015/december/tradoc_154128.pdf

9    Here, only the main conclusions and recommendations for specific sectors are summarised. For more detail on each of them see the relevant thematic chap-
ters of this publication.

http://trade.ec.europa.eu/doclib/docs/2015/december/tradoc_154128.pdf
http://trade.ec.europa.eu/doclib/docs/2015/december/tradoc_154128.pdf
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area, and accordingly cannot use the prospects offered by the AA: recognition by the EU of authorised economic 
operators (AEO) and joining the EU Common Transit System (NCTS). In December 2018, the government decided 
to establish the State Customs Service as a separate state body.

Recommendations for Ukraine

  Provide for systemic mechanisms for government and public oversight over the activities of the new agency 
- State Customs Service.

  Pass the Draft Law #7473 to amend the Customs Code to establish the institute of authorised economic 
operators (AEO) and simplify transit procedures.

Digital market covers AA provisions on e-commerce, telecommunications services, IT services, audio-visual 
media, copyright and related rights, and personal data protection. In recent years, Ukraine took steps to ap-
proximate its legislation and regulations, but it is not keeping up with the pace of updates to EU legislation in 
this area. Ukraine has a strong IT sector accounting for more than 3% of GDP, and in terms of exports it ranks 
third among all the sectors of the economy (the main export markets being the USA and the EU). However, 
Ukraine does not have a separate agency dealing with the digital economy and society. Implementation of the 
governmental Concept of the Development of the Digital Economy and Society is not funded. The government 
recently drafted a Strategy for Ukraine’s Integration into the EU’s Digital Single Market by the end of 2023.

Recommendations for Ukraine

  Set up either a separate central executive body or a department within the Ministry of Economic Develop-
ment and Trade in charge of the development of the digital economy and society, include expenditures in the 
State Budget to implement the action plan of the Concept of the Development of the Digital Economy and 
Society, and draft and adopt a law on the digital economy and society;

  Draft and adopt a law on electronic communications that reflects the new EU Electronic Communications 
Code;

  Amend the Law “On E-commerce” to harmonise it with EU legislation.

In financial services, AA foresees a perspective for granting Ukraine EU internal market treatment. The gov-
ernmental Programme for Developing the Financial Sector until 2020 envisages implementation of all Ukraine’s 
commitments in the sphere of financial services; and in recent years, there has been noticeable progress with 
the implementation of EU norms. EU banks and insurance companies already have a significant presence on 
the Ukrainian market (EU banks prevail among privately-owned banks in Ukraine) and were able to enter the 
market without particular problems. Also, Ukrainian banks and insurance companies may already enter the EU 
market through subsidiaries and branches, but do not do it because of economic considerations. The latter 
would also limit the initial effect of the opening of the EU financial services market to Ukraine. Moreover, given 
that current EU legislation fundamentally changed the regulation of financial services in the EU, the prospects 
for internal market treatment as anticipated in the AA haves become uncertain. This raises the question of the 
rationale for implementing the AA in this area.

Recommendation for the EU

  Clarify the prospects for future financial services market integration, in effect choosing one of three possible 
options10.

In public procurement, AA foresees mutual gradual (in five phases) access to public procurement markets on 
the condition of Ukraine’s fulfilment of its ‘homework’. In 2016, the new Public Procurement Law was fully im-
plemented and all public procurements started to be conducted on the basis of the ProZorro electronic system. 
Moreover, Ukraine has unilaterally asymmetrically opened its market to the EU: according to national legislation, 
companies from the EU member states already have full access to the Ukrainian public procurement market. Also, 
Ukraine has already gained access to the EU public procurement markets under the WTO Government Procure-

10   See thematic chapter ‘Integrating Ukraine into the EU financial services market’ by Vitaliy Kravchuk.
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ment Agreement (GPA) almost as much as foreseen by the AA. Unlike the AA, the GPA does not require Ukraine 
to fulfil ‘homework’. Thus, as a matter of fact, both parties have already implemented most public procurement 
provisions of the AA.

Recommendations for Ukraine

  Amend the Law of Ukraine ‘On Public Procurement’ and some other legislative acts, the way it was envisaged 
by Draft Law No. 8265;

  Reject Draft Law No. 7206 ‘Buy Ukrainian’.

Recommendations for the EU

  Carry out a formal evaluation of Ukraine’s progress in the implementation of its AA commitments in the area 
of public procurement;

  In accordance with the AA provisions, determine prospects for granting procurement market access below 
the thresholds set out in the GPA.

In the field of energy, being a member of the Energy Community, Ukraine is implementing the Third Energy Pack-
age. This is not explicitly envisaged by the AA which only contains commitments from the Second Energy Pack-
age. At the same time, the AA is missing a perspective for Ukraine’s gaining the EU internal market treatment in 
the sectors of gas and electricity. In recent years, natural gas was imported to Ukraine exclusively from the EU. 
European companies are already using Ukraine’s gas storage facilities conveniently located near the EU border. 
Ukraine’s Energy Strategy envisages a build-up of the gas market on the principles of the EU Third Energy Pack-
age by 2020. Ukraine’s laws are already approximated to the gas acquis: transposition of main requirements of 
the Third Energy Package has already taken place. Three key issues of their practical implementation remain un-
resolved: the unbundling of Naftogaz, the introduction of daily balancing, and the liberalisation of the retail supply.

Recommendations for Ukraine

  Immediately undertake the key steps to restructure Naftogaz in order to unbundle the independent trans-
mission system operator;

  Ensure launch of daily balancing without delay;

  Revise the public service obligation (PSO) scheme on Ukraine’s gas market.
Recommendations for the EU

  Offer the prospect of granting the EU’s internal market treatment in gas and electricity sectors to Ukraine 
should it complete the ‘homework’, by updating the Annex XXVII of the AA following the results of the EU-
Ukraine Association Council of 17 December 201811;

  Uphold a common position with Ukraine during negotiations with Russia regarding the transit of gas after 
2019 based on EU rules and extend these requirements to all other routes for Russian gas to be delivered to 
the EU.

CONCLUSIONS
Achievements: As of January 2019, none of the AA deliverables in Ukraine’s integration to the EU’s Internal 
Market had been achieved - although by this time, according to the AA schedules, there should have been at 
least four. In fact, however, the opening of the public procurement market has taken place – but because of the 
GPA agreement in the WTO, i.e. beyond the AA framework.

Factors of success: it should be acknowledged that there are many successful areas of Ukraine’s ‘homework’ 
implementation. These are: technical regulation, financial services, public procurement, and, to a large ex-

11    See the Joint press statement: https://www.consilium.europa.eu/en/press/press-releases/2018/12/17/joint-press-statement-following-the-5th-associa-
tion-council-meeting-between-the-european-union-and-ukraine/ 

https://www.consilium.europa.eu/en/press/press-releases/2018/12/17/joint-press-statement-following-the-5th-association-council-meeting-between-the-european-union-and-ukraine/
https://www.consilium.europa.eu/en/press/press-releases/2018/12/17/joint-press-statement-following-the-5th-association-council-meeting-between-the-european-union-and-ukraine/
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tent, energy. These achievements should be valued even more if due account of the specific context is taken: 
political fragmentation, weak institutions and influential vested interests which try to preserve the status 
quo. Behind these successes is the dedicated work of enthusiasts – ‘agents of change’ among civil servants, 
members of Parliament, progressive business and civil society.
Roots of the problems: the necessary prerequisite for the successful accomplishment of the ‘homework’ is the 
availability of a developed public policy strategy and a competent agency in the relevant field. The absence of 
such responsible agencies is the main reason for lagging behind in implementing Ukraine’s ‘homework’ in the 
customs and digital market areas.

EU should: reward Ukraine for the successful implementation of the ‘homework’, as foreseen by the AA, by 
making decisions on Ukraine’s integration into the relevant sectors of the EU’s Internal Market. Indeed, many 
reforms are needed for Ukraine itself and without external encouragement, but at the same time, in many areas 
of regulatory approximation, new norms become more burdensome for players in the Ukrainian market. In the 
absence of a market opening by the EU, the question may arise in Ukraine about the necessity to take a more 
flexible approach to fulfilling its legislative harmonisation obligations.

In a number of areas, the scope of the Ukrainian ‘homework’ in the AA should be updated. Objectively, EU legis-
lation has evolved significantly since the conclusion of the negotiations between Ukraine and the EU on the AA 
in 2011. The EU started to build the Digital Single Market in 2015 and since then has made large-scale legislative 
changes in this area. In   financial services, the radical change of regulation in the EU market has complicated (if 
not made impossible) the implementation of the prospect of the internal market treatment for Ukraine as pro-
vided by the AA. The ambitious goals of Ukraine within the Energy Community and its willingness to integrate 
into the EU gas market in the context of trilateral gas talks with Russia logically require the revision of the scope 
of the ‘homework’ in the energy sector (in particular, in the gas market).

«WHAT NEXT?»: PROPOSALS FOR THE EU – 
UKRAINE AGENDA
In 2019, the main priority (“new big thing”) for EU-Ukraine relations should be gas market integration. At the 
end of 2019, the current contract between Naftogaz and Gazprom for the transportation of gas from Russia to 
the EU through Ukraine expires. Ukraine’s integration into the EU’s internal gas market would be an ambitious 
but feasible goal which envisages full liberalisation of the Ukrainian market in practice and the change of the 
scheme for transportation of Russian gas to the EU through Ukraine. Since 2020, European companies should 
be able to buy gas from Gazprom at the Ukrainian-Russian border, avoiding the effects of potential disputes 
over Ukrainian-Russian contracts. To achieve this goal, a concerted effort is required on both sides, both at a 
high political level and at a very technical level. Updating Annex XXVII to the AA, as agreed by the EU-Ukraine 
Association Council on 17 December 2018, should be regarded as the first step in this direction.

Given the forthcoming comprehensive review of the achievement of the AA objectives (within five years 
of its entry into force)12, Kyiv and Brussels should define a list of priorities for Ukraine’s integration into the 
EU’s Internal Market within the framework of the DCFTA implementation by the end of 2020. This time-
frame coincides with the implementation deadline for 20 Eastern Partnership deliverables and with the 
deadline for implementation of a number of sectoral strategies in Ukraine.

Based on the integration dynamics foreseen in the AA, presented in Table 1 (p. 11), it should be defined that at 
least the following 9 deliverables in the market integration (out of total 15 envisaged in the AA) should be 
achieved by the end of 2020:

  Recognition by the EU of Ukrainian authorised economic operators;

12    Article 481 stipulates that the AA is concluded for an unlimited period but the Parties shall provide for a comprehensive review of the achievement of ob-
jectives under this Agreement within five years of its entry into force, and at any other time by mutual consent of the Parties. According to Article 486 (5) 
of the AA, any reference in the AA text to the “date of entry into force of this Agreement” shall be understood to the “date from which this Agreement is 
provisionally applied”. The provisional application of DCFTA provisions began on 1 January 2016, so it means that the comprehensive review of the DCFTA 
achievements should be provided by the end of 2020.



I N T E G R AT I O N  W I T H I N  A S S O C I AT I O N :  I M P L E M E N TAT I O N  D Y N A M I C S  O F  T H E  E U - U K R A I N E  A G R E E M E N T

6

  Ukraine joining the EU common transit system (NCTS);

  Conclusion of the ACAA agreement and its extension to further sectors beyond the first three;

 Recognition of the equivalence in key sectors of agriculture;

  Internal market treatment for telecommunication services and significant progress in integration into the 
Digital Single Market in other segments;

  Signing, ratification and entry into force of the agreement on the Common Aviation Area;

  Access to the public procurement market as defined by the decisions of the bilateral association bodies at 
the level not less than the completed phase 4;

  Full internal market treatment in the sectors of gas and electricity.

In addition, Ukraine and the EU should determine the ways of removing bottlenecks in the infrastructure of 
interconnections. The intensified bilateral movement of people and goods should be supported by the practical 
integration of Ukraine into the TEN-T transport networks and the introduction of integrated border manage-
ment (with joint border controls and the opening of new border crossing points between Ukraine and the EU 
member states).

Such a package of priorities for integration into the Internal Market can be shaped in various ways, including in 
the form of a new Association Agenda - a bilateral document which was first approved in 2012, updated in 2015 
and by now has become obsolete. In order for this document to have political weight – not just remaining a bu-
reaucratic paper – it should be brief (the current version is more than 80 pages long) and define the key priorities 
of the AA implementation objectives. While the detailed steps for implementation of these agreed priorities may 
be included in the relevant sectoral ‘road maps’.

In addition to the deliverables in economic integration, the list of priorities should also include deliverables in 
security cooperation and the development of institutions of democracy, rule of law and good governance. In 
the area of security, the agenda is obviously shaped by the Russian threat: priorities should include Ukraine’s 
integration into the EU’s Common Security and Defence Policy as well as law enforcement cooperation to en-
sure that sanctions against Russia are effectively implemented in practice.

In the political part of the joint agenda, the term ‘political association’ should be specified: the text of the AA 
leaves it not clearly explained but at the same time one can understand that it is primarily about respect for 
common European values13. Here it is necessary to introduce an assessment by the EU, according to its internal 
methodology, of the practical observance of these common values   in Ukraine. In particular, the Ukrainian gov-
ernment could request the European Commission to assess the state of the fight against corruption in Ukraine 
in the format of the EU Anti-Corruption Report14. This would provide all parties with a much deeper and more 
comprehensive understanding of the real situation and the needs15. Similarly, Ukraine can initiate an EU as-
sessment of its judicial system in accordance with the EU Justice Scoreboard methodology16. The assessments 
carried out by the EU could effectively help in implementing these reforms in Ukraine which occupy a prominent 
place on the political agenda.

13     It is remarkable that the language of the relevant AA provisions (in particular, Articles 1 - 4, 6 and 14, as well as the preamble) is very similar to the wording 
of the first - political - Copenhagen criterion for EU membership (‘Stability  of institutions guaranteeing democracy, the rule of law, human rights and respect 
for and protection of minorities’) that needs to be met before the start of accession negotiations.

14     https://ec.europa.eu/home-affairs/what-we-do/policies/organized-crime-and-human-trafficking/corruption/anti-corruption-report_en 
15    The case and the proposal for the use of the EU Anti-Corruption Report assessment for the countries beyond the EU was made by the European Stability 

Initiative back in 2015: https://www.esiweb.org/index.php?lang=en&id=156&document_ID=162 
16    https://ec.europa.eu/info/policies/justice-and-fundamental-rights/effective-justice/eu-justice-scoreboard_en 

https://ec.europa.eu/home-affairs/what-we-do/policies/organized-crime-and-human-trafficking/corruption/anti-corruption-report_en
https://www.esiweb.org/index.php?lang=en&id=156&document_ID=162
https://ec.europa.eu/info/policies/justice-and-fundamental-rights/effective-justice/eu-justice-scoreboard_en
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Table 1.  
DYNAMICS OF THE CONDITIONAL INTEGRATION OF UKRAINE INTO THE EU’S INTERNAL MARKET ACCORD-
ING TO THE PROVISIONS OF THE ASSOCIATION AGREEMENT

Area Market

Method of the EU market opening  
(or facilitation) foreseen in the 
AA after Ukraine’s ‘homework’ 
implementation

Timeframe for implementing 
Ukraine’s ‘homework’ as 
foreseen in the AA, from the 
date of entry into force of 
the AA*

Customs procedures All goods   Ukraine’s joining the Conventions 
on the simplification of formalities in 
trade in goods and on the Common 
Transit System; 

  Recognition of authorised economic 
operators

  1 year

  3 years

Technical barriers to trade Industrial goods Conclusion of the Agreement on 
Conformity Assessment and Acceptance 
of Industrial Products (ACAA)

2 years**

Sanitary and 
phytosanitary measures

Agricultural goods Recognition of the equivalence 
in various sectors of agriculture 
commodities***

Not defined****

Communications

Telecommunication services Granting internal market treatment 4 years

Postal and courier services Granting internal market treatment 2 years

Financial sector Financial services Granting internal market treatment 6 years

Transport

Road transport services Possible conclusion of a special road 
transport agreement*****

7 years

Rail transport services Possible conclusion of a special rail 
transport agreement*****

8 years

Inland waterways transport 
services

Possible conclusion of a special inland 
waterways transport agreement*****

5 years

International maritime 
transport services

Granting internal market treatment 6 years

Air transport services EU-Ukraine Common Aviation Area 
Agreement

Not defined******

Public procurement Public procurement market Granting market access in the scope 
defined by the AA provisions

Gradually, in five phases, in 
the period of 6 months - 8 
years

Energy

Natural gas market Not clearly defined in the AA******* till 01.01.2012*******

Electric energy market Not clearly defined in the AA******* till 01.01.2012*******

* According to the AA provisions (Art. 486 (5)), “date of entry into force of this Agreement” shall be understood as the “date from which this Agreement is provi-
sionally applied”. The provisional application of DCFTA provisions began on 1 January 2016.
** For fulfilling the “homework” in the scope sufficient for conclusion of the ACAA. For fulfilling it in the scope sufficient for extension of the ACAA coverage to 
all 27 sectors listed in the AA – 5 years
*** Also, the possibility is foreseen of certification of individual producers for export to the EU without waiting for decisions on the equivalence of the whole 
relevant sector. In practice, Ukrainian producers are actively using this opportunity
**** The AA determines the deadline for Ukraine’s submission of a comprehensive strategy for the implementation of the AA chapter on sanitary and phytosan-
itary measures (Chapter 4 of the Title IV of the AA) – 3 months. At the same time, the AA does not regulate the period of this strategy implementation. In fact, 
in 2016 the Ukrainian government approved a strategy which foresees the completion of all necessary implementation measures in 2021: http://zakon.rada.gov.
ua/laws/show/228-2016-%D1%80#n10
***** The AA text does not specify whether implementation of a regulatory approximation ‘homework’ is a prerequisite for the conclusion of possible special road, 
rail and inland waterways transport agreements.
****** The EU-Ukraine Common Aviation Area (CAA) Agreement was initialled at the end of 2013 but has not yet been signed due to a dispute between UK and 
Spain about the mentioning of Gibraltar airport in the text of this agreement
******* According to the results of the Association Council meeting on 17 December 2018, the Parties agreed to update the Annex XXVII to the AA (on energy 
cooperation); but as of January 2019, the original version of this Annex remained valid.
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