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A basic lesson from the Marshall Plan for postwar reconstruction of Europe in 1948 was
that foreign reconstruction assistance can be much more effective when it helps to promote
reforms that will be fundamental for successful future development.? Reforms that have been
widely considered vital for Ukraine's future development include strengthening ties with the
European Union and increasing the capacity of local governments to serve their communities.

The first of these considerations has motivated a recent CEPR report's recommendation
that all foreign reconstruction assistance should be coordinated and supervised by an agency of
the European Union.> That is, even reconstruction assistance from the United States should be
channeled through an EU agency, because government officials in Ukraine can benefit from the
experience of working with the EU's fiscal regulations and standards, given that closer
integration with the European Union could be vital for Ukraine's future prosperity.

Reconstruction work must be under the direction of officials of Ukraine's sovereign
democratic government. But donors should recognize that, in 2022, the people of Ukraine have
been fighting to defend a system of government that includes responsible locally elected officials
as well as nationally elected officials of the central government.

Citizens are willing to risk their lives to defend their country against insurgency or
invasion when they see a connection between service to the state and leadership in their own
community. When Russian agents began actions to subvert some eastern regions of Ukraine in
2014, however, government in Ukraine was highly centralized along the old Soviet model, and
local authorities were dependent on the national leadership in the capital. Accordingly, even
under national democracy, people in some regions might understand that their local government
was controlled by politicians who were elected by voters from other parts of the country. In such
regions, even the most prominent local leaders could feel alienated from the state which had no
use for them. Who would then organize their communities to defend the state at need?

Decentralization reforms in 2015 created a new system of local governments throughout
Ukraine, establishing about 1400 territorial communities (hromadas) in the country by 2020.

These locally elected community governments were given a significant share of local taxes to
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provide local public services, which had formerly been the responsibility of nationally-appointed
district governors. The results have included measurable improvements in local public
spending.*

Thus, since 2015, democratic decentralization has ensured the emergence of elected local
leaders with real power to organize and maintain local defense. Since the Russian invasion
began in February 2022, there have been regular reports of mayors leading their communities in
resisting the Russian invaders.” As Tymofii Brik and Jennifer Murtazashvili have observed,
citizens have rallied not just in support of President Zelenskiy in Kyiv, but also to defend their
locally elected mayors and community councils.®

To support and advance this vital growth of local government in Ukraine, a significant
share of foreign reconstruction assistance should be set aside for use by local governments.’
That is, while the largest portion (perhaps two thirds) of foreign assistance should be directed by
officials of Ukraine's national government, a significant portion (perhaps one third) should be
budgeted for allocation by local reconstruction boards that consist of locally elected officials. In
each district of Ukraine, an official of the European assistance agency could work with the local
mayors and other locally elected officials to help them develop and implement a plan for
allocating their district's share of the locally directed portion of foreign assistance. In this way,
the process of rebuilding the infrastructure of Ukraine can also help to promote the development
of local governments' capacity to serve their communities, which is vital for Ukraine's successful
democratic development.

Ukraine's success in resisting a massive Russian invasion in 2022 has been based on its
people's confidence in the ability of an independent Ukraine to provide a better future for them,
and reforms to establish responsible local governments have contributed to this confidence.
After the war, the international community should generously support the development of an
independent democratic Ukraine that can build peaceful and mutually beneficial relations with
all its neighbors. But above all, the postwar reconstruction of Ukraine should aim to fulfill its

people's hopes for a better future, for which they have given so much.
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