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Summary

Ukraine faces immense challenges in rebuilding its 

infrastructure amid the ongoing war with Russia, 

with the total cost of reconstruction and recov-

ery estimated to be $486 billion over the next 

decade. The urgency to improve the country’s 

construction pricing system is building, as the 

current framework has failed to keep up with the 

demands of large-scale reconstruction.

To ensure that Ukraine’s reconstruction is trans-

parent and cost-effective, the following critical 

reforms must be implemented rapidly. These 

changes are essential to address the inefficien-

cies in the current cost estimating system and to 

prevent widespread corruption and overspending 

during the recovery process:

Adopt International Construction 
Measurement Methods and 
Classification Systems

Ukraine should integrate internationally 

recognized construction measurement 

methods and unified classification systems 

for the construction industry such as Uniclass 

and OmniClass, which categorize and classify 

construction materials and project activities. 

Since efficient use of a unified codification sys-

tem requires that those using the system pos-

sess the appropriate qualifications, the academic 

community and accreditation bodies must be 

involved.

Revise National Cost Estimating 
Methodologies

•	 Adjust profit margins and administrative costs 

to more reasonable levels

•	 Establish better quality control over price 

databases, including clear procedures for 

collecting, processing, and applying market 

price intelligence

•	 Introduce cost-estimating methods for project 

delivery types such as Design-Build and Turn-

key engineering, procurement, and construc-

tion (EPC)

•	 Require contracting authorities to publish 

unit prices for key construction materials—

especially those that account for a large 

portion of total costs

Implement Necessary Electronic 
Systems

Develop an integrated electronic system to log 

milestone certificates of completed construction 

work acts and gather final construction costs. This 

will facilitate cross-project cost comparisons, 

identify anomalies, and help prevent inefficiency 

and corruption. The system should benchmark 

detailed cost data, detecting potential price 

manipulation. Additionally, fast-track the adoption 

of Building Information Modeling (BIM) technolo-

gies. This approach will ensure transparency and 

accountability throughout the project lifecycle, 

providing an effective tool for cost control and 

enhanced project management.
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Develop an Action Plan to Prevent 
Excessive Inflation in Public 
Construction

The government should create a plan to tackle 

price manipulation risks, particularly from mo-

nopolistic suppliers. This includes increasing 

market transparency and ensuring competitive 

cost estimating and pricing for critical construc-

tion materials to prevent excessive inflation and 

secure cost-effective recovery efforts.

Reforming Ukraine’s construction cost estimating 

system is an essential step toward ensuring effec-

tive and transparent reconstruction. The current 

system lacks the mechanisms to control costs 

and prevent corruption. The adoption of interna-

tionally recognized construction methods of mea-

surement, along with the introduction of elec-

tronic systems for tracking construction costs, 

will help streamline project delivery and provide 

better oversight. These reforms are critical for the 

efficient use of funds, which is vital to Ukraine’s 

long-term recovery.

Ensuring Success in Ukraine’s Reconstruction:  
The Importance of Specific Reforms

Russia’s military aggression against Ukraine has 

not only resulted in numerous casualties and 

widespread destruction of infrastructure, with 

entire cities and villages wiped off the map, but 

has also acted as a catalyst to profound and 

long-lasting geopolitical changes. In response to 

these events, there has been a growing number 

of international discussions about how to orga-

nize Ukraine’s reconstruction effectively, aiming 

to restore the damaged infrastructure and lay the 

foundation for the country’s long-term and sus-

tainable development.

As of early 2024, Ukraine’s international partners 

estimated the total cost of reconstruction and 

recovery over the next decade to be $486 billion, 

including $155 billion to physically rebuild infra-

structure facilities. This figure will continue to rise 

due to the ongoing war as well as improvements 

in data collection, analysis, and damage assess-

ment methods.

Discussions assuming that Ukraine’s reconstruc-

tion is a future process, to begin only after the 

war ends, do not reflect reality. Reconstruction 

is already underway, as many Ukrainian cities are 

unable to provide citizens with access to basic 

needs or to ensure their protection. The lack of 

adequate infrastructure limits the population’s 

access to essential services such as education 

and healthcare. Additionally, Russia continues to 

launch airstrikes that have already inflicted signifi-

cant damage on energy infrastructure, repeatedly 

jeopardizing stable energy supply to the regions. 

Water supply systems also remain vulnerable to 

further attacks, especially after the catastrophic 

destruction of the Kakhovka Hydroelectric Plant 

dam, which resulted in irreversible environmental 
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damage and flooded regions. The reconstruction 

process of restoring water supply to these areas is 

ongoing. 

The restoration and protection of these critical 

systems are key tasks to ensure that the popula-

tion’s basic needs are met in the wartime context. 

Consequently, a large number of reconstruction 

projects are already being implemented at the 

local, regional, and national levels.

During my time working at the State Agency for 

Restoration and Infrastructure Development of 

Ukraine, the agency coordinated hundreds of 

projects, with many of them overseen by subor-

dinate structures. A significant number of these 

projects came from local government bodies that 

were involved in preparing recovery initiatives. It 

was not uncommon to encounter projects with 

unjustifiably inflated cost estimates. This was not 

merely an issue of lack of qualification or capac-

ity among the executors. Rather, it indicated the 

presence of a systemic problem.

It became clear that inflated project costs were 

not due solely to human error but were also tied 

to outdated regulatory mechanisms that hin-

dered transparency and objectivity in project 

cost formation. The large volume of projects and 

the need for swift implementation highlighted 

the urgent need to establish effective mecha-

nisms for controlling initial cost formation and 

evaluating the final expenses once construction 

was completed. However, it also became evident 

that without introducing necessary reforms into 

the cost estimating system, establishing proper 

control over real project costs and conducting 

comprehensive analysis would be impossible.

The scale of the damage, the need for rapid proj-

ect implementation to restore the functioning of 

towns and cities during the full-scale war, and the 

limited capacity of public contractors will inevita-

bly lead to significant cost overruns during recon-

struction. Therefore, Ukraine must significantly 

accelerate the reform of the construction regula-

tion sector, ensure proper training of implement-

ing agency staff for national, regional, and local in-

frastructure projects, and explore new methods of 

project management where relevant. Discussions 

of Ukraine’s recovery often highlight the need for 

transparency and accountability in this process, as 

well as for oversight of the funds allocated for re-

construction. Anti-corruption safeguards are key 

for Ukraine’s partners, who draw attention to the 

importance of proper auditing and expenditure 

monitoring and clear mechanisms for reporting.

However, despite the comprehensive nature of 

the required changes, most discussions about 

how these mechanisms will be implemented 

remain abstract. It is critically important not only 

to discuss general principles of transparency but 

also to define specific steps that should become 

priorities for achieving successful reconstruction. 

One of the key elements is the reform of the 

construction cost estimating system, which must 

become transparent, efficient, and in sync with 

international standards—including internationally 

recognized, unified construction-industry clas-

sification systems. This will ensure proper cost 

control, help stakeholders to detect widespread 

price gouging practices, and help to avoid over-

spending, especially during the implementation of 

large-scale reconstruction projects.
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Cost Estimates Are Essential to the Transparency 
and Success of Ukraine’s Reconstruction

In any construction project, regardless of the 

funding source, the estimated cost is determined 

before implementation begins. In the case of 

competitive bidding, this amount becomes the 

starting price for the tender, while in direct con-

tracts, it essentially becomes the sum the con-

tractor will receive. In the construction industry, 

the expected cost of a project is reflected in what 

is known as the “investment cost estimate”, which 

is part of the project documentation and prepared 

by professional cost estimators.

Investment cost estimates covers all key com-

ponents: the procurement of building materials, 

the use of equipment and machinery, the wag-

es of workers involved in the project, funds for 

technical engineering supervision, contractor 

profits, and administrative and other expenses. 

Additionally, they account for inflationary risks 

and risks associated with project implementation. 

The construction cost estimating system and the 

preparation of project cost estimates, along with 

control over this process, thus become one of the 

key factors in ensuring the effective and transpar-

ent reconstruction of Ukraine’s infrastructure.

However, the investment cost estimate becomes 

a point of potential corruption risk. Collusion 

between individuals tasked with the development 

of a construction cost estimate—public and pri-

vate actors—is embedded and hidden within the 

investment cost estimate. Individuals aiming to 

illegally enrich themselves typically embed illegal 

profits by inflating prices within the investment 

cost estimate. This makes the investment cost es-

timate a critical tool for identifying and combat-

ing corruption in the construction sector, particu-

larly in the implementation of public projects.

The Importance of Proper Cost 
Formation in Ukraine

The need to objectively form the expect-

ed cost of construction projects becomes 

especially critical in circumstances such as 

Ukraine’s. In well-organized tenders, market 

mechanisms themselves normally regulate 

the price, reducing it to a level that reflects 

the actual cost of project implementation. 

In a competitive environment, this process 

occurs naturally. However, in Ukraine, this 

mechanism is weakened by the Antimonop-

oly Committee’s limited ability to detect 

collusion between tender participants and, 

accordingly, to impose sanctions or block 

their participation in tenders. Before the war, 

the Antimonopoly Committee of the exec-

utive branch, rarely identified collusion in 

tenders, largely due to the low capacity of its 

divisions to do so. Additionally, even before 

the conflict, the committee had limited tools
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to detect concerted actions among bidders. 

These tools were mainly available to law en-

forcement agencies, which would provide the 

committee with relevant information based 

on their investigations, but the committee 

itself did not have these capabilities.

Additionally, during martial law, public pro-

curement regulations allow the selection of 

a tender winner and the signing of a contract 

even if only one tender participant has sub-

mitted a bid, eliminating competition. A sig-

nificant number of procurements for critically 

important construction projects, such as pas-

sive infrastructure protection or fortification, 

are conducted through direct contracts with-

out using the public electronic procurement 

system. This is justified by the need to ensure 

confidentiality and respond quickly to urgent 

wartime needs, particularly following military 

actions. Local defense councils are entitled to 

bypass the usual lengthy electronic bidding 

procedures and enter into direct contracts 

with designated contractors, circumventing 

general public procurement law.

However, under normal conditions, Ukraine’s 

ProZorro electronic procurement system 

ensures that state purchases are transparent. 

The system uses an auction-based method 

that is protected from human interference 

and provides 24/7 access to procurement 

data for all citizens, making the tendering 

process transparent and accountable.

These circumstances heighten the need 

for transparency in project cost estimates. 

Reforming this system is thus a crucial step 

toward ensuring cost-effectiveness in state 

construction projects. Infrastructure projects 

funded by international donors are prepared 

by Ukrainian designers; despite the procure-

ment and calculation rules set by internation-

al financial institutions, project costs are de-

termined according to Ukrainian regulations.

 
Steps Toward Cost Transparency

An important change that has taken place in 

Ukraine’s cost-estimating system is expected to 

significantly impact the transparency of cost con-

trol in public construction projects. On September 

19, 2024, the Verkhovna Rada (Parliament) of 

Ukraine passed a law requiring contracting author-

ities (public agencies tendering public construc-

tion contracts) to publish documents containing 

information about prices of construction materi-

als in the electronic tender system. This is indeed 

a crucial step that will allow the public to exercise 

greater oversight over construction costs.

Before the law had been passed, analysis showed 

that only around 20% of Ukrainian public con-

tracting authorities had published information 
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about the prices of construction materials in-

cluded in construction project cost estimates.1 In 

most projects, the costs of construction materials 

remained embedded in the unit rates and could 

not be obtained either through public sources or 

by submitting a request for public information. 

This lack of transparency prevented the public 

from analyzing the cost estimate data and identi-

fying price gouging practices.

Public oversight has proven to be an effective 

safeguard against construction price gouging.2 In 

numerous cases in Ukraine, tenders were can-

celled and project cost estimates were reduced 

following public inquiry by civil society organiza-

tions or investigative journalists—saving hun-

dreds of millions in public funds.3

The obligation to publish this information is 

expected to have a significant impact on more 

objective cost formation. However, the problem 

of pricing in Ukraine is much more complex. It 

involves a series of complicated regulations that 

set the rules for determining the cost of a project, 

and, as of now, these regulations do not allow for 

a fully transparent and controllable process.

In Ukraine, the document known as the “Guide-

line for Determining Construction Costs” plays a 

key role in preparing estimates for construction 

projects.4 This document serves as a standard 

that regulates how costs are determined at each 

stage of construction. The guideline defines all 

cost components, including the price of construc-

tion materials, the use of machinery, labor, and 

the administrative expenses required for project 

management. It also includes reserves for cover-

ing unforeseen circumstances such as inflation or 

risks during project implementation and sets out 

the process for calculating the required costs for 

technical supervision, the services of the con-

tracting authority, and other associated services 

in construction.

In theory, the guideline is critically important for 

cost control in construction, and it should enable 

the transition to international practices in con-

struction cost formation.

However, the current guideline has its roots in the 

Soviet construction cost estimating system, and 

so does not account for modern market realities 

and new construction technologies. This cre-

ates a significant gap between actual costs and 

estimates prepared using outdated norms. For 

example, general production and administrative 

costs, as well as company profits, are calculated 

based on the overall labor intensity of the proj-

ect, meaning the number of people involved in 

the construction. But construction technologies 

have changed drastically, leading to increased 

use of machines and mechanisms and reduced 

reliance on human resources. As a result, even on 

complex projects, company profits are minimal. 

In such instances, the real profit margin is usually 

embedded in other project costs--including in the 

construction material cost estimates. This distorts 

the project cost data altogether.

Moreover, the cost estimating lacks a unified cod-

ing for types of work, making it difficult to track 

the final project cost and compare costs per unit 

of specific work. This prevents foreign compa-

nies from participating in construction projects in 

Ukraine, as the system does not meet internation-

al standards. Only certified Ukrainian cost estima-
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tors can work with it. According to the guideline, 

the state contracting authority can decide to 

use international methods of measurement for 

preparing the bill of quantities. However, due to 

the lack of mandatory regulations, clear proce-

dures, and integration of international methods of 

measurement, no public contracting authorities 

use international cost evaluation systems. Thus, 

reconstruction projects implemented in Ukraine 

do not consider international pricing approaches.

The outdated methods used lead to situations in 

which the lowest salary limit for a worker, which 

is most commonly set by contracting authori-

ties, is slightly above $300 per month—far below 

the actual market standards.5 Moreover, wages 

in Ukraine for qualified construction workers are 

rising because of the shortage in the labor market 

resulting from mobilization. The guideline allows 

for higher wages and sets only a lower limit. How-

ever, due to the existence of this lower limit, there 

are numerous instances of auditing bodies classi-

fying the higher wages as losses on the part of the 

public contracting authorities as, according to the 

norm, these costs could have been reduced. This 

forces public contracting authorities to set wages 

in projects that do not match market rates, lead-

ing to inflated costs in other parts of the project 

to compensate for these expenses. This results in 

uncontrolled construction costs and increases the 

risk of corruption.

Thus, it is critically necessary for Ukraine to begin 

the integration and adoption of internationally 

recognized methods of measurement for vertical 

construction projects such as residential build-

ings and social infrastructure. These can include 

the Royal Institution of Chartered Surveyors’ 

New Rules of Measurement (NRM). The selected 

methods of measurement should be translated 

into Ukrainian and adapted for use in the public 

construction industry. Implementing such meth-

ods will not only make the Ukrainian construction 

market more transparent and attractive to inter-

national contractors but will also provide better 

cost control for the state and for international 

partners that fund Ukraine`s reconstruction pre-

dominantly via macro-financial assistance. This is 

an important step toward improving the quality 

of construction work, and it will reduce corruption 

risks and increase opportunities for attracting 

foreign investment.
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A New Methodology of Cost Estimating in the Road 
Construction Sector: New Challenges?

In response to these challenges, a separate 

regulatory act on state price regulation was 

introduced. Since the 2014 Revolution of Dig-

nity, Ukraine has increased its cooperation with 

international financial institutions to renovate its 

neglected road network. This cooperation has 

intensified under the Trans-European Transport 

Network mandate, one of the fruits of which was 

the introduction of internationally recognized 

methods of measurement for horizontal (linear) 

construction such as the UK’s Civil Engineering 

Standard Method of Measurement (CESMM). In 

October 2022, changes in Ukraine’s cost es-

timating system resulted in the approval of a 

distinct methodology for calculating the cost of 

road works and services.6 Amendments to the 

law “On Prices and Pricing” enabled the Ministry 

for Communities, Territories, and Infrastructure 

Development of Ukraine to create a separate 

methodology for determining the cost of road 

network construction. This methodology sets the 

expected costs for the restoration of logistics 

infrastructure projects—roads, bridges, and other 

artificial structures.

The new methodology has brought several signif-

icant changes:

Implementation of International Standards: The 

integration of international practices such as the 

use of a CESMM-based “Bill of Quantities” (BOQ) 

allows for more accurate measurement of work 

quantities and cost estimating. This enhances the 

standardization of the cost-estimating process 

through CESMM-based unified codification of 

unit rates. The unified approach also simplifies the 

management of large infrastructure projects.

Unification of Documentation: The new meth-

odology ensures the standardization of cost-

estimating documentation. Previously, construc-

tion projects could use different methods of 

measurement, making it difficult to benchmark, 

analyze, and compare project costs at a granular 

level. Now, a unified approach to cost-estimating 

has improved cost monitoring and control.

Risk Consideration: Contingencies for inflation 

and other market risks are now allowed in cost 

estimating. Previously, such factors were often 

overlooked, leading to inaccurate calculations 

and cost overruns during project execution. Now, 

contractors can better predict budgets, taking 

into account potential changes and market fluc-

tuations.

The Civil Engineering Standard Meth-

od of Measurement, Fourth Edition 

(CESMM4) is an international standard 

developed to unify and simplify the 

measurement of work volumes in civil 

engineering construction. It is used for 

preparing cost estimates, as it provides 

clear rules and structure for the descrip-

tion and evaluation of construction 
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work. The standard was introduced by 

the Institution of Civil Engineers in the 

United Kingdom more than 30 years ago. 

This unified system standardizes the de-

scription of work and assigns each task a 

unique code, making the cost estimation 

process more transparent and standard-

ized. This allows clients and contractors 

to compare different proposals easily 

and reduces the opportunities for errors 

or manipulation.

 

 

A significant driver of changes in the cost-es-

timating system has been the public road con-

struction market. However, despite the new prac-

tices in cost estimating, the methodology has also 

introduced new risks. It contains provisions that 

create unjustified advantages for the big players 

in the public road construction market, which in 

Ukraine itself is quite limited. As a result, it pos-

es risks of overinflated costs and price-gouging 

practices.

The methodology for calculating the cost of 

road construction in Ukraine has several sig-

nificant shortcomings that can lead to over-

spending and inaccuracies in estimates. One 

key issue is the absence of a requirement 

for public contracting authorities to monitor 

market prices for construction materials and 

to accumulate, store, process and use the 

historical costs of their past construction 

projects for the purpose of cost estimates. 

The methodology allows the use of data from 

so-called “price databases,” but sufficient 

requirements for these databases have not 

been established yet. In Ukraine, the absence 

of verified public or private databases with 

up-to-date market prices creates room for 

manipulation and artificial inflation of con-

struction costs, including those for construc-

tion materials.

Another problem lies in the formula for calcu-

lating company profit and general production 

and administrative costs. This percentage is 

calculated based on the total project cost 

and does not account for the specificity or 

complexity of construction work. Moreover, 

these percentages are significantly higher 

than the real needs of companies, leading to 

inefficient allocation of funds. Such inconsis-

tencies in the cost estimating system require 

urgent revision and the implementation of 

more transparent mechanisms to avoid finan-

cial losses.

Another issue in the application of the road 

construction cost-estimating methodology 

is the incorrect or inconsistent coding of unit 

rates. Each type of work has its own unique 

code, which allows for cost benchmarking 

between projects and control over total 
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These gaps should be addressed by the Ministry 

for Communities and Territories Development of 

Ukraine, and necessary changes should be made 

to lead to more transparent cost estimating in the 

reconstruction process. 

As of now, Ukraine has two separate regulatory 

acts that significantly differ from each other.

Monitoring the Construction Material Costs and 
Resource Management Policy 

The cost of construction materials is another 

major issue. Both methodologies for calculating 

construction costs—whether for road or vertical 

structures—stipulate that the current prices of 

resources in the project cost estimates are based 

on data provided by the contracting authority. The 

cost of construction materials required compris-

es over 65% of the total cost of reconstruction 

projects. Therefore, in cases of corruption aimed 

at siphoning funds from reconstruction, it is the 

prices of specific construction materials that are 

likely to be inflated.

The aforementioned Guideline provides that the 

contracting authority should establish a proce-

dure for analyzing construction material costs and 

ensure that estimates used in the project design 

stage do not exceed the regional monthly average 

market prices. However, in only a few cases have 

contracting authorities in Ukraine approved such 

procedures. For the most part, the quality of such 

procedures has never been questioned due to the 

lack of historical data on how accurate they were.

construction costs. This should be an effec-

tive mechanism for systematic cost analysis 

and quality verification of the cost estimates 

developed. However, an analysis of projects 

prepared using the new methodology has 

revealed that the contracting authorities have 

not always used these codes correctly or 

consistently. This results in difficulties with 

data collection and analysis, as the same unit 

rates were coded differently, making it im-

possible to implement cost control measures 

effectively.

Finally, bills of quantities should be sup-

plemented with the bills of material listing 

materials, components, parts, and assemblies 

required for a specific public construction 

project. They must be published for public 

access according to new legislation.
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In many cases, contracting authorities lack the 

capacity to ensure a proper process for collecting, 

sampling, averaging, and verifying market intelli-

gence data. Furthermore, Ukraine does not have 

a consolidated and regularly updated database 

of construction material prices organized under 

a unified codification system. This leads to an 

inability to benchmark cost estimates against reli-

able market intelligence, and results in significant 

overspending during reconstruction. The existing 

“price databases” lack proper quality control over 

the inputs, as they are not maintained by impar-

tial private or public institutions. Consequently, 

in most cases, the responsibility for market price 

intelligence is left to the contracting authorities or 

delegated to cost estimators, creating opportu-

nities for collusion, price inflation, and embezzle-

ment of public funds.

An analysis of reconstruction projects prepared 

by local governments and submitted for funding 

from the Fund for Liquidation of Consequences 

of Armed Aggression revealed that construction 

material costs in some projects were inflated 

several times over. Timely intervention led to their 

revision; however, such incidents are not isolated.

One of the problems caused by Russia’s military 

aggression is the shortage of construction mate-

rials. This has led to unjustified increases in price 

by manufacturers due to market constraints and 

the lack of adequate competition. Additionally, 

supply chain routes have been severely disrupted, 

exacerbating the difficulties in accessing ma-

terials. For example, at one point, glass became 

scarce in Ukraine7, leading to price surges. The 

anticipated large-scale reconstruction efforts may 

create competition among customers for avail-

able resources, inevitably increasing demand and 

driving prices up further.

To avoid unjustified price inflation in construction 

amid these challenges, it is critically important for 

the government to develop a response plan and 

to enhance oversight of price manipulation—es-

pecially in light of the monopolistic position of 

certain manufacturers.

The Absence of a “Unified Dictionary” in 
Construction Prevents Transparency 

A shared dictionary is the only possible way to 

ensure clear communication, and this is partic-

ularly true in the construction industry. Proper 

monitoring of construction material costs is im-

possible without a unified classification system of 

construction materials. As of today, Ukraine lacks 

such a system, which prevents accurate cost 

comparisons, as each material has its own unique 

properties and types.
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The development of a national codification 

system of construction materials is part of 

the broader requirements for Ukraine’s inte-

gration into the European Union in this sector, 

yet it has not been implemented to date.

The EU has the Construction Products Reg-

ulation (CPR), which provides standards for 

the marketing of construction materials.8 

Under this regulation, the common language 

and harmonized assessment methods are 

introduced to ensure the safety of people 

and property, simplifying the control of their 

characteristics and allowing for the use of 

a unified technical language to assess the 

performance of materials. This regulation, in 

particular, requires manufacturers of con-

struction materials to provide a Declaration of 

Performance, which contains information on 

the essential characteristics of the product 

and includes specific marking that indicates 

compliance with European standards. The na-

tional classification system is expected to re-

duce trade barriers within the EU and ensure 

safety and quality standards for materials. It is 

expected that Ukraine`s national codification 

system for the construction materials will 

fully embrace the CPR.

Additionally, Ukraine has not introduced a unified 

classification system for its public construction 

industry, nor has it yet adopted a universally rec-

ognized codification system such as Uniclass or 

OmniClass.9 Consequently, construction material 

cost data, when published, will not be codified, 

making its successful use for the detection of 

misconduct highly dependent on the accu-

rate naming of a particular material. Uncodified 

data further complicates the ability to perform 

cross-project comparisons or accumulate histori-

cal or market costs effectively.

The technical regulation gap is exacerbated by the 

absence of regulation in Ukraine on how historical 

construction costs from past public projects can 

be utilized for estimating purposes, or how market 

costs should be properly collected, processed, 

and applied. As a result, while progressive legis-

lative developments allow civil society to detect 

misconduct or price gouging retrospectively, 

the current framework does not push contract-

ing authorities and cost estimators to produce 

high-quality, transparent cost estimates upfront.

Without a standardized, internationally recognized 

classification system, it will remain impossible 

to accurately compare materials with identical 

characteristics or to analyze costs effectively 

using electronic systems. Therefore, the adoption 

and implementation of these globally accepted 

classification systems is an essential step toward 

reforming Ukraine’s construction cost estimating 

system. The academic community and accredi-

tation bodies must be involved because efficient 

use of a unified codification system requires that 

those using the system possess the appropriate 

qualifications. 

This reform will not only provide transparency 

but also enable proper cost benchmarking across 

projects, creating a solid foundation for more ef-

ficient resource management in public construc-

tion initiatives.
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Outdated Cost-Estimate Documentation Prevents 
Progress in Other Construction Reforms

The absence of a comprehensive cost estimating 

system that aligns with international standards 

is slowing down the implementation of critical 

reforms that are essential for Ukraine’s effective 

and transparent reconstruction.

In particular, in 2021, the Cabinet of Ministers of 

Ukraine adopted the Building Information Model-

ling (BIM) Implementation Concept, which regu-

lates the phased introduction of BIM technologies 

into the construction industry by 2025.10 BIM uses 

digital models to manage all aspects of construc-

tion projects throughout their life cycle. It allows 

architects, engineers, and builders to collaborate 

on projects using a single building information 

model. This includes the design, construction, op-

eration, and even decommissioning of buildings.

The main advantages of BIM include:

Cost optimization: Through its comprehensive 

approach, BIM helps reduce construction costs by 

30%, while also shortening construction time-

lines.11

Enhanced control: BIM enables detailed monitor-

ing of project costs and stages, contributing to 

greater transparency and more efficient project 

management.

 At the same time, progress in implementing this 

technology in Ukraine has been relatively slow and 

has not yet yielded significant results. If the cost 

estimating system does not align with interna-

tionally accepted standards, the introduction of 

such technology will not be feasible. Therefore, 

this alignment is a necessary step for further 

progress.

Global experience in implementing BIM 

technology:

•	 United Kingdom: The UK is a leader in BIM 

adoption.12 Level 2 BIM usage has been 

mandatory for all public sector projects 

since 2016. Approximately 73% of con-

struction companies in the UK use BIM, 

particularly for large-scale infrastructure 

projects.

•	 Germany: In Germany, the use of BIM 

became mandatory for projects valued at 

over 100 million euros in 2017.13 Around 

70% of German construction companies 

use BIM, primarily in the design phase of 

projects.

•	 Scandinavian countries: Finland, Sweden, 

and Norway have been using BIM for pub-

lic projects since the early 2000s. Finland 

mandated the use of digital building mod-

els in public projects as early as 2007.

https://www.kmu.gov.ua/news/uryad-zatverdiv-koncepciyu-vprovadzhennya-v-ukrayini-vim-tehnologij-u-budivnictvi
https://www.kmu.gov.ua/news/uryad-zatverdiv-koncepciyu-vprovadzhennya-v-ukrayini-vim-tehnologij-u-budivnictvi
https://www.europeanproceedings.com/article/10.15405/epsbs.2021.04.118
https://www.europeanproceedings.com/article/10.15405/epsbs.2021.04.118
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Time Is Running Out: The Urgency of Reform

In the pursuit of transparent and effective re-

construction, reform of the approaches to cost 

estimating in public construction cannot be de-

layed. The current system has failed to meet the 

challenges of unprecedented reconstruction and 

jeopardizes efficient financial management, cre-

ating favorable conditions for corrupt schemes. 

Regardless of the scale of reconstruction, without 

a clear, harmonized, and transparent cost estimat-

ing system, it is impossible to ensure cost control, 

fight wide-spread price gouging, avoid over-

spending, and align with international standards.

Necessary Steps:

	→ Adapt and Implement Internationally Recog-

nized Construction Methods of Measurement 

and Unified Classification Systems. This can 

include the New Rules of Measurement (NRM) 

from the Royal Institution of Chartered Survey-

ors (RICS) and unified classification systems 

for the construction industry such as Uniclass 

and OmniClass. The chosen methods of mea-

surement should be translated into Ukrainian 

and adapted for use in public construction 

projects. Adoption of the internationally recog-

nized unified classification systems designed 

to simplify and standardize the organization 

of construction-related data will allow Ukraine 

to finally transition to the Building Information 

Modeling (BIM) during its reconstruction.

	→ Revise National cost estimating Methodol-

ogies. This complex efforts should at a mini-

mum focus on the following areas:

•	 Cost estimating for the progressive project 

delivery methods such as Design-Build and 

Turnkey EPC (engineering, procurement and 

construction)

•	 Adjustment of the percentage of profit, gener-

al production, and administrative expenses to a 

reasonable level

•	 Quality requirements and regulations for “price 

databases” as well as the detailed procedure 

on how the market price intelligence is collect-

ed, processed, stored and adjusted to a partic-

ular characteristic of a construction project 

•	 Procedure on the collection, processing, stor-

ing and application of the construction project 

historical costs at the granular level and use of 

such costs for the purpose of budgeting, fore-

casting, benchmarking and cost estimating

•	 Separate formation and publication of unit 

prices for key construction materials materials, 

particularly those that comprise a significant 

portion of total construction costs

	→ Introduce an Electronic System for the Con-

struction Project Execution and Invoice Set-

tlement. For all recovery projects, an electron-

ic system should be introduced that collects 

the cost data from project primary records 

including milestone construction work certif-

icates based on a unified codification system. 

The system should process machine-readable 
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project primary records, vetted and signed 

by the electronic signatures, compare costs 

across projects, and detect anomalies. This is 

the only way to gather final construction costs 

and prevent corruption and inefficient use of 

funds.

	→ Implement Digital Solutions for Cost Control. 

Review the BIM Implementation Concept and 

accelerate the adoption of digital project man-

agement tools to enable real-time project cost 

monitoring and enhance accountability.

	→ The Government of Ukraine Should Develop 

an Action Plan to Prevent Excessive Inflation 

in Public Construction Projects. The plan 

should include a coordination framework for 

the public contracting authorities at all lev-

els (national, regional, and local) to plan their 

reconstruction efforts including, at the pro-

gram level, enhanced oversight and control 

over cost estimating practices to avoid price 

gouging and manipulation of the construction 

material prices where monopolistic position 

risks exist. The plan should also cover mea-

sures aimed at increasing market transparency 

and monitoring the prices of key construction 

materials, and at encouraging competition 

among construction material manufacturers 

and suppliers.

Without immediate changes to the cost estimat-

ing system, any plans for the rapid recovery of 

Ukraine will be not only inefficient but also exces-

sively costly.

The rapid implementation of reforms in this area 

is a key step to prevent overspending on recon-

struction projects, ensure fair competition in the 

market, and enable real analysis and control over 

recovery costs. Improving cost estimating meth-

odology and overseeing its application will allow 

for the introduction of more objective mecha-

nisms for project cost assessment, reducing the 

risks of manipulation and making the process 

more transparent.
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