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» Abstract. The relevance of the study is due to the formation of the rent-seeking model of the agricultural sector, the
dominance of the raw material structure of export and the related socio-economic problems that have escalated to
the scale of national security in the context of Russia’s war against Ukraine. The purpose of the research is to identify
cause-and-effect relationships of structural distortions of the agricultural sector and justify the state regulatory
policy aimed at strengthening its sustainability. The methods of empirical observation, expert evaluations, dynamic
series of statistics, monographic, critical analysis, graphic tools, statistical database processing, system-structural
processing of material, abstract-logical and other tools. The scale of destruction of assets of the agricultural sector
and ecology as a result of Russian aggression was revealed. The institutional prerequisites for structural distortions
in the agricultural sector are substantiated. The dynamics of export-import operations of the agricultural sector and
alternative possibilities in the international division of labour to increase its efficiency are highlighted. Measures
to restore animal husbandry by activating micro and small businesses, establishing equivalent relations of market
counterparties and their observance of virtuous practices have been developed. The practical significance is reflected
with a proposal on overcoming the protracted crisis in animal husbandry through an inclusive approach to the
realization of the potential of micro, small, and medium-sized farms

» Keywords: structure of agriculture, agri-food potential, crop and livestock products, added value, foreign economic
activity

» Introduction

Due to the beginning of russia’s full-scale war against
Ukraine on February 24, 2022, the agricultural sector
suffered significant human casualties and physical
losses of assets for all components that guaranteed
food security for the population of the country and
the world. Among them, in particular:

—risks to the life and health of workers during
spring field work and harvesting in temporarily oc-
cupied, liberated, and front-line territories.

—a surge in prices for agricultural production
equipment and the impossibility of purchasing them
due to an aggravating shortage.

— destruction of the infrastructure for produc-
tion, processing, storage, and sale of agricultural
products, etc.;

— environmental destruction and ecological
damage caused to agricultural land and groundwa-
ter by chemicals seeping into the ground, poisoning
soilsand plantnutrition (Murderofecology...,2022);

In the report of the Food and Agricultural
Organization of the United Nations (FAO: Direct
damage..., 2022), only direct losses of agricultural
assets since the beginning of the war reached
6.4 billion USD, and indirect losses are estimated
by the KSE Institute Centre for Food and Land Use
Research together with the Ministry of Agrarian
Policy of Ukraine (Indirect losses ..., 2022) at 23.3
billion USD, in particular, 51% — due to the block-
ade of ports, 42% — due to a decrease in crop pro-
duction, 4% — an increase in the cost of production,
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3 % — decrease in livestock production. As of June 1,
2022, the Cabinet of Ministers of Ukraine, the Euro-
pean Commission, and the World Bank estimated
the need for post-war reconstruction of agriculture
(without irrigation and land reclamation) in the
amount of 19 billion USD, but the war continues,
so this amount is constantly increasing (World
Bank..., 2022). The drop in gross value added in ag-
riculture compared to the previous year is estimated
to be up to 30%.

In Lugano, the Cabinet of Ministers of Ukraine
presented the Plan for the post-war reconstruction of
the state worth 750 billion USD, calculated till 2032,
850 projects, and 15 national programs should be
implemented (Recovery Conference..., 2022). Mea-
sures for their implementation are expected to be
carried out in three stages: a) to restore here and
now (2023-2025); b) the reconstruction of damaged
infrastructure; c) the long-term transformation (2026-
2032). According to the results of the implementa-
tion of the Plan, Ukraine is at the TOP-25 according
to the international indices of Economic Complex-
ity and Human Capital. To achieve the goal of this
study, the direction “Development of sectors of the
economy with added value” is important, which
requires a total of 50 billion USD, including for
the agricultural sector — 37 billion, or more than
two-thirds (Recovery Conference..., 2022). The di-
rection “Development of the agricultural sector”
provides: a) the development of processing of agri-
cultural raw materials and production of final con-
sumption goods in compliance with the principles
of the EU Green Agreement; b) the construction of
an irrigation system; c) the production of products
with higher added value (vegetables, fruits, ber-
ries, seeds); d) the reclamation of damaged lands;
e) increasing production of meat, milk, eggs; f) pro-
moting the transition of the agri-food complex to
“green” growth; g) restoration of 10,500 agricultural
enterprises after the war.

Of course, the very list of these areas of post-
war recovery does not give an understanding of
their content, as it does not reveal the institutional
mechanisms of their implementation and sources
of financing. At the same time, it is somewhat
alarming that all of them, except for the “opera-
tional recovery of agricultural companies”, some-
what echoes the National Economic Strategy for
the period until 2030, approved by the Resolution
of the Government of Ukraine dated March 3, 2021
No. 179 (On the National Economic Strategy..., 2021).
Among the comparative and competitive advantages
of Ukraine, favourable natural conditions and fer-
tile soils, large areas of land resources, a qualified
labour force, and leadership positions in the world
markets of agricultural raw materials are tradition-
ally considered. But given the advantages, there
are also some problems and limitations, namely:
low level of processing, insignificant production
of added value by the industry, high dependence
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on the tonnage of export contracts and overall
imports, etc.

A critical analysis of the pre-war Strategy in
terms of strict adherence to the principles of sus-
tainable development of the agrarian sphere was
carried out by the authors in one of the publications
(Mohylnyi, 2021), so there is no point in dwelling
on the document, which should expire with the
adoption of the new Plan for the post-war recon-
struction of the agrarian sector and the national
economy as a whole. Ryzhkova et al., (2022) com-
plained about the lack of a “Science” section in the
Plan for the post-war reconstruction of Ukraine, al-
though it is precisely science, in their opinion, that
should become the “locomotive” of accelerating the
economic development of the state. “Neglecting
it... all the years of independence led to deindus-
trialization and debilitation, the transition from an
aviation-missile-shipbuilding country to a raw ma-
terial and agrarian appendage of developed coun-
tries and the status of one of the poorest countries
in Europe.”Among the number of measures proposed
by the authors, the following were highlighted: im-
provement of financing, the provoking interest of
talented youth, struggle for teachers and researchers,
and provision of modern equipment.

The aim of the study— substantiation the causes
of inter-branch structural distortions of the agrar-
ian sector and the need to change the tools of the
organizational and economic mechanism of en-
trepreneurship regulation, taking into account the
strengthening of its resistance to internal challenges
and external threats.

»Literature review

Most of the publications considered by the authors
do not pretend to be academically fundamental,
because they were created based on the news in the
conditions of an unfinished war and the temporary
occupation of large territories of Ukraine, as well as
a constant increase in human and material losses
from the destructive consequences of russian ag-
gression. Due to these circumstances, less atten-
tion is paid to the aggravation of the sustainability
problems of the agricultural sector caused by the
archaic rent-based economy model, destructive
sectoral distortions, and consumer exploitation of
the country’s agrarian resource potential in available
sources.

T. Bohdan (Bohdan, 2022) stressed that the
financing of the post-war reconstruction plan of
Ukraine should take place mainly in the form of
grants. This will prevent the risks of a debt crisis
and will contribute to the impetus of economic
growth in all sectors of the economy. An important
aspect of this should be an organic combination of
reconstruction with the processes of European in-
tegration. According to the researcher, the EU has
significant experience in the pre-accession prepa-
ration of Central and Eastern European countries,
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special programs, and resources of the European
Investment Bank and the European Bank for Re-
construction and Development. The introduction
of technologies that meet European standards will
allow enterprises to regain their positions in the
markets and integrate into global value chains.
World Bank institutions (Investment Guarantee
Agency, Microfinance Bank, Entrepreneurial Fund)
and Sponsor Trust Fund Multilateral Investment
Guarantee Agency (MIGA) could become partici-
pants.

Also, the proposals of P. Burkovskyi and
A. Sukharin (2022) are constructive, they believed
that the “grain corridor” only situationally solves
the problem of global food security. It is time to
create an organization that will make it impossible
in the future to blackmail russia with hunger and
speculative price increases for the means of ag-
ricultural production by companies that conduct
business with the state sponsoring terrorism to cir-
cumvent international sanctions. According to the
authors, to protect the harvest and compensate for
the loss of assets by small and medium-sized pro-
ducers, it is advisable to introduce a kind of “agrarian
lend-lease”, while ensuring transparent reporting on
the targeted use of resources.

The Ukrainian Agrarian Council (UNA) pro-
posed measures for the Post-War Recovery Plan
and the long-term vision of commodity producers
in the field of crop production, animal husbandry,
and processing of agricultural raw materials. In
particular, the opening of EU export markets, in-
come from 30 to 80 million USD investments in
cattle breeding, and the construction of 2-3 meat
processing plants will contribute to increasing the
number of cattle to 1 million heads. In turn, this
will make it possible to convert up to 3 million
tons of grain into livestock products, additionally
create 5-7 thousand new jobs, and export revenue
will amount to 500 million US dollars. The results of
similar calculations are also given for pig farming
(Agrarians made proposals..., 2022).

In the collective monograph (Economic revival,
2020), it is recommended to carry out a structural
transformation of the economy of Ukraine, i.e. to
develop sectors with higher labour productivity
and technology, and to reduce the share in the GDP
of the primary sector, in particular the agrarian sec-
tor, since the import dependence of agriculture on
modern means of production and its focus on the
export of unprocessed raw materials is the model
that works for the economies of other countries
and wastes the industry’s potential for economic
growth and the well-being of the country’s popu-
lation. The accompanying negative phenomena of
this model are the degradation of land resources,
significant deterioration of the environment, loss
of jobs, and forced migration of the rural population
to large cities or abroad. This repeats the destruc-
tive social models of the “Third World” countries
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when huge urban agglomerations are formed and
the countryside is depopulated.

Scientist M.I. Zveryakov (2022) devoted his
works to studying prerequisites for the formation of
a new economic model of Ukraine in the post-war
period. In his opinion, the transformational model
formed in the 1990s, built within the framework of
the conjuncture of raw materials on foreign mar-
kets, led to the deindustrialization of the economy.
There was “growth without development”, which
led to the polarization of society into rich and poor.
He highlighted the features of economic growth
and the existing structure of GDP use. The need for
new industrialization as a prerequisite for increasing
the production of added value in the conditions
of integration with the structures of the European
space is well-founded. Scientific discussions on the
application of the “Marshall Plan” for Ukraine are
considered, and key reservations regarding its im-
plementation in the post-war period are identified.

Institute of Strategic Studies (Features of
functioning..., 2022) singled out the main areas
of ensuring stability and adaptability of the agri-
cultural sector to functioning in war conditions.
Among them are a) financial support of farmers,
retention of employees, and prevention of bank-
ruptcy; b) achieving sustainability of community
food systems by creating a closed chain of material
and technical resources for agricultural production
within the community; c) review of cultivated areas
in the direction of balancing them and satisfying
the domestic market with food, loading the do-
mestic food industry with raw materials, as well as
reorienting the structure of exports to highly profit-
able and smaller tonnage products and processing
products with a higher added value; d) restoration
of technical possibilities of export of agricultural
raw materials and food products through traditional
partners and the search for new supply opportunities
for European and world markets, etc.

His “Anti-Morgenthau Plan” was proposed
by V. Novikov (2022), who believed that to transition
from an agrarian-raw material to a technological
economy, Ukraine needs to avoid the plan that
was originally proposed to Germany in 1945-1946
and provided for the structural restructuring of the
economy - from industrial to agrarian. It was a plan
of investors because post-war Europe needed for-
eign food aid. However, the transformation of the
German economy into an agrarian country would
deprive 25 million people of their jobs. Under the
same scenario, according to the expert, our coun-
try will preserve the status of a raw material and
food appendage to the technologically developed
economies of the world with all the systemic con-
sequences of the poorest country in Europe. In the
new realities, there is an opportunity to overcome
the historically formed stereotype of potential in-
vestors who perceive Ukraine only “as a granary”
of Europe and the world.




ReferringtotheexperienceofCanada, Germany,
and Italy, N. Reznikova and V. Panchenko (2022)
considered it expedient to establish a network of
“food banks” (food banks or food pantries) for in-
ternally displaced persons. These are a kind of ter-
ritorial hubs that redistribute products from food
companies, grocery stores, restaurants, grocers,
packers, farmers, and government institutions to
organizations that need them through logistics and
warehouse infrastructure. In addition to internally
displaced persons, these can also be orphanages,
centers for the elderly, free canteens, and shelters.
Such a model, the authors believe, provides sustain-
able, long-term intervention in the domestic market
to increase food security and prevent hunger.

»Materials and methods

Methodological basis at all stages of the research, a
dialectical approach to the study of transformation
phenomena and processes took place in economy
and organization of agriculture from a centrally-
planned system to a liberal-market economy, which
contributed to the identification and determination
of miscalculations in the use of the human, the eco-
nomic, and natural resource potential of Ukraine,
which were exacerbated in force majeure circum-
stances, especially in relation to the stability of the
pre-war parameters of the reproduction of the in-
dustry. Using the abstract-logical method, techniques
of induction and deduction, analysis and synthesis,
analogy, comparison, moving from abstract to con-
crete, system-structural, and other research tools were
used.

The choice of general economic methods is
determined by the research object related to the
need to restructure the agrarian sector for the sus-
tainable development of the national economy and
the well-being of society. Among them are: mono-
graphic, empirical observations using expert as-
sessments, economic and statistical, elements of
the balanced approach, normative, indices, coeffi-
cients, absolute indicators, and others. Processing
and systematization of the FAO database statistical
methods due to the need to analyse the effective-
ness of the use of agricultural resource potential
by Ukraine by grouping 168 countries of the world
according to the ratio of consumption of grain
crops for fodder purposes to own production. This
showed unused reserves and missed benefits from
comparative and competitive advantages of national
commodity producers regarding insufficient con-
version of fodder crops into livestock products, the
dominance of raw materials in export operations,
negative balance of soil nutrients, hypothetical loss
of jobs, lack of added value, etc. Taking into account
the blockade of seaports from February to July 2022,
calculations were made of the export value of domi-
nant crops per hectare of land, as well as its total
tonnage in Ukraine and in some leading countries
in global agri-food markets.
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» Results and Discussion

Structural distortions of the agricultural sector.
The transformations that have taken place in the
agricultural sector over the past three decades
have diverse economic, social, ecological, demo-
graphic, migration, and other consequences since
without exaggeration they affect all important
spheres of society and the vital interests of the en-
tire population of the country. Depending on the
scale of expectations of changes for the better and
post-reform realities, structural reforms are eval-
uated differently by peasants, society, business,
local, and regional state authorities, local self-gov-
ernment bodies, and other stakeholders. So, let’s
focus on the fundamental changes in the basic
sector of the economy during the transition from a
centrally-planned economic system to functioning
on a market basis and the reversal of Ukraine from
an industrial-agrarian to an agrarian one — one of
the global centers of food security and at the same
time the poorest country in Europe in terms of
GDP per capita.

The positive achievements of the reforms are
the specification of private property rights on agri-
cultural land and other agricultural assets; market
circulation of rights to land plots for individuals;
formation of large, medium, and small business
entities with various organizational and legal forms
of activity; development of potential market infra-
structure; proper level of self-sufficiency of the state
in basic food products, etc. At the same time, like
any multifaceted process in the economy, the mar-
ket transformation of the agricultural sector has
negative consequences. The “invisible hand of the
market” has led to “growth without development”
and large-scale systemic threats to the stability of
the agricultural sector: structural distortions in
crop and livestock production and within these
industries; non-observance of scientifically based
crop rotations and depletion of soil fertility, giving
preference to high-margin crops; the crisis state of
meat and dairy cattle breeding, in particular, the
reduction of livestock and production volumes and
the long-standing unprofitability of products; con-
flict of interests between producers of agricultural
products and processors, and the latter — with trade
networks due to non-equivalence of commodity
exchange; the dominance of the raw material export
structure, etc.

As we can see in fig. 1, the rent-oriented
commercialization of the industry led to excessive
plowing of agricultural land, which reached 80%,
and a bias towards crop production, which had a
boomerang effect on the reproduction of soil fer-
tility. During the analysed period, the application
of organic fertilizers per 1 ha of land decreased
12 times (from 6737 kg to 581 kg), and nitrogen fer-
tilizers, on the contrary, increased 41 times (from
48 kg of active substance to 1970 kg). A similar trend
also applies to chemical means of plant protection.
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Figure 1. Structure of gross agricultural output in constant 2016 prices for 1990-2020, as a percentage of the total
Note: here and after, the data are from 2015 without the temporarily occupied territories of the Autonomous Republic
of Crimea, the city of Sevastopol, and certain districts of the Donetsk and Luhansk regions
Source: Developed by authors given data (Statistical Bulletin, n. d.)

In 1990, the ratio of the value of the gross pro-
duction of crops and livestock was 51.5% to 48.5%,
and in the households of the population, livestock
production was 18.5% p. p. more and was equal to
67%. However, in the following years, crop produc-
tion gradually replaced livestock production. Over
the course of three decades, enterprises reduced its
production by 2.5 times, and households reduced it
by 2.2 times. Only statistical data on changes in the
share of industries in gross output are given.

Imbalance of the plant industry. Since plant
growing and animal husbandry are industries in-
terconnected by the main and related products
and financial income, the decrease in the need
for fodder and other factors inevitably affected
the location of production and the structure of

100

cultivated areas in all categories of farms. Cereal
and industrial crops have a constant tendency to
expand at different rates in individual years, de-
pending on weather conditions and the changing
conjuncture of commodity markets. In 2021, they
collectively occupied the largest share of arable
land - 88.3%, or 56.0 and 32.3%, respectively (Fig. 2).
The increase in the area under high-margin crops
(wheat, corn, sunflower, rapeseed) in 1990-2021
was due to a reduction in fodder crops by almost
7 times — from 37% to 5.4%. What lost socio-eco-
nomic opportunities this led to, we will analyse
further in the context of Ukraine’s place in the
international division of labour, processing of ag-
ricultural raw materials, creation of added value,
and loss of jobs.
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Figure 2. The structure of cultivated areas of agricultural crops in all categories of farms,
as a percentage of the total area
Source: developed by authors given data (Statistical Compendium, n. d.)

The long-term contemplative position of the
authorized regulatory bodies and late changes in
fiscal policy in the crisis years of the 1990s led to
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the imbalance of crop production in terms of the
cultivation of the most profitable crops and the
neglect by commodity producers of recommended




crop rotations and technologies. The tax burden (the
ratio of tax payments to gross income) on agricul-
tural enterprises in 1998 reached 20.8%, although
the level of payment of direct taxes was only 43.3%.
Two-thirds of enterprises ended this year with
losses totalling 4,537.5 million UAH, with nega-
tive profitability of 26.9%. In order to overcome the
hopeless indebtedness of enterprises to the state
by suppliers of material and technical resources,
banks, and peasants for the lease of land and prop-
erty shares, the Law of Ukraine “On Fixed Agricul-
tural Tax” of December 17, 1998 No. 320 (On Fixed
Agricultural..., 1998) instead of 12 taxes and fees
one was entered (leaving VAT, excise duty, and local
payments).

The only object of taxation is the area of land
used by commodity producers. The introduction of
this tax ensured a reduction of taxes in the amount
of 1.4 billion UAH, or almost twice (Mohylnyi,
2021). Agriculture became more attractive for in-
vestments in the cultivation of some of the most
liquid and quick-paying crops, which was taken
advantage of by large companies, including those
with non-core assets and speculative motivation.

The most rapid expansion of the sowing
wedge of high-yielding crops occurred starting in
2000, when, under favourable external conditions
on raw material markets, agro holding formations
leased hundreds of thousands of hectares of agri-
cultural land from unsoldered collective enterprises.
A single tenant (or group of companies) could be
under the control of several integral property com-
plexes of bankrupt farms and almost all the lands of
the administrative district. From 2000 to 2018, ba-
sic enterprises (reformed collective farms and state
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farms), in which peasants worked during the divi-
sion of land and property complexes, halved the
leased space — from 85% to 43%. Farms increased
their leased land from 15% to 18%. However, agri-
cultural holdings increased their share from zero to
44% in 2013 (with a land area of up to 6 million
hectares) and decreased to 39% in 2018 (5.6 mil-
lion hectares) (Gajuduky, 2020). The redistribution
of agricultural land in favour of large companies,
including through the mechanism of repeated as-
signment of land lease rights, led to the fact that
for the first time in the entire agricultural history of
Ukraine in 2020, the area sown under winter wheat
was smaller than under sunflower — 6429 and
6457 thousand hectares, respectively (see Fig. 2).

So, since the 2000s, the state has created a
kind of internal offshore, introducing the following
preferences: a fixed agricultural tax; special mode
of payment of value-added tax; reimbursement
of part of the interest rate for loans from commer-
cial banks and the cost of technical means of pro-
duction purchased under the terms of financial
leasing; state guarantees for foreign loans; budget
loans, advances, and subsidies for products, com-
modity loans, customs, and tariff reductions, etc.
Firstly, agricultural holding companies close to the
state regulatory and control bodies skilfully took
advantage of the favourable conditions. The pro-
duction of cereals, including wheat, corn, and sun-
flower seeds, increased at a significant rate (Fig. 3).
In addition, using the liberal legislation, the benefi-
ciary’s agricultural holding structures uncontrolla-
bly diverted (and diverted during the legal regime
of martial law) rent surplus profits to offshore tax
havens with foreign jurisdictions.
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Culture 1990 1995 2000 2005 2010 2015 2020 2021
Cereals and legumes 51.0 33.9 24.5 28.0 39.3 60.1 64.9 86.0
including: wheat 30.4 16.3 10.2 18.7 16.9 26.5 24.9 32.2
corn 4.7 2.4 3.8 7.2 12.0 23.3 30.3 42.1
Sugar beet 44.3 29.7 13.2 15.5 13.7 10.3 9.2 10.2
Sunflower seeds 2.6 2.9 3.5 4.7 6.7 11.2 13.1 16.4

Figure 3. Indices until 1990 and production of the main types of crop production
by all categories of farms for 1991-2001, million tons
Source: developed by authors given data (Statistical Compendium, n. d.; Statistical Information, n.d.)
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Despite the unprecedentedly favourable con-
ditions for investments in crop production, only
in 2008, the record gross collection of grain and
leguminous crops of the Soviet period of Ukraine
of 51 million tons was overcome, and 53.3 million
tons were collected. At that time, it was quite an
achievement of socialism, because a ton of grain
was produced per person. This testified to the ful-
filment of the farmer’s first commandment to fill
the union silos, the opportunity to balance the
bread and fodder balance (now it is the balance of
supply and demand of grain), to provide food for
the country’s population, and livestock — with con-
centrated fodder.

In recent years, the records of the production
of grain and oil crops have been updated almost
annually. In 2021, 86 million tons of grain and legu-
minous crops were produced, or twice as much per
person. But because of Ukraine’s losses, which are
kept silent, this is a rather dubious result. In particu-
lar, this was achieved by a decrease in the number
of the population by more than 10 million people
(from 51.8 in 1990 to 41.2 in 2022, as of January 1),
a critical imbalance of the reproductive parameters
of the industry, predatory raw material exploitation
of agricultural resource potential, decline rural de-
velopment, degradation of human capital, family
unemployment in rural areas, demographic, mi-
gration and environmental crises. In addition, ac-
cording to estimates, farmers spend up to 30% of
export revenue (that which is returned to Ukraine)
every year on the import of machinery, equipment,
fuel and lubricants, mineral fertilizers, chemical
plant protection agents, etc. According to other
studies (Semenda et al., 2021), when growing corn
for grain, 50% of export revenue is directed to the
purchase of imported components.

Investment unattractiveness of animal hus-
bandry. As for the attitude to the development
of animal husbandry, agricultural holding com-
panies consider it too capital-intensive and risky
for guaranteed stable profits. Insignificant invest-
ments in the industry, compared to the needs, of
land rent seekers, is an exclusively image-based
social project and a kind of marker of socially re-
sponsible behaviour to ensure the employment
of the rural population, maintain household in-
comes and fill the budgets of amalgamated territo-
rial communities.

We consider the following among the objective
reasons that led to the structural inter-branch mis-
alignment.

The first. Longer payback periods for capital
investments in meat and dairy livestock breeding
compared to plant breeding (it takes 6-7 years to
form a dairy herd).

The second. The need to synchronize organi-
zational and economic measures for reproduction,
turnover, and herd structure with biological laws
and animal physiology.
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The third. The technological complexity of
the industry in terms of compliance with strict vet-
erinary and sanitary requirements for keeping and
caring for animals, ensuring food quality and safety
standards.

The fourth. Financial vulnerability of producers
who are at the beginning of the marketing chain
(from farm to table) due to monopolistic behaviour
of processing enterprises and trading networks with a
constant deficit in operating funds (10-12 thousand
USD is spent to obtain one cow per year).

The fifth. The high labour intensity of the in-
dustry, the continuous work regime, and the involve-
ment of qualified specialists of various competen-
cies in the process of production and animal care.

The sixth. Distortion of competition due to sat-
uration of the domestic market with falsified dairy
products and abuse of vegetable fat substitutes.

The seventh. An imperfect system of managing
the seasonality of milk production leads to oversat-
uration of the market in the summer months and a
shortage in the autumn-winter period, and corre-
sponding price volatility.

The eighth. Special rules for handling organic
waste that threatens human health and the envi-
ronment, and other features of the economy and
organization of the industry.

So, if plant growing for business is a relatively
quickly repaid investment, then animal husbandry
(except for pig and poultry breeding) requires more
resources in the actual production and promotion of
marketable products along a much longer market-
ing chain with risks for the return of capital invest-
ments and obtaining profits in the future, sufficient
for extended reproduction of the industry. Hence,
the priority goal of the state should be the creation
of long-term reliable prerequisites for investments,
especially in the development of dairy and meat
cattle breeding, which will become a real alterna-
tive to monostructural specialization in crop pro-
duction and export of fodder crops and related
products of processing of grains, sunflower seeds,
and other oil crops.

The main subjective factors include the fol-
lowing.

The first. The imperfect mechanism of privat-
ization of state processing enterprises and property
complexes of collective farms in the 1990s, when
livestock premises were dismantled to the foundations
with the participation of the peasants themselves,
who previously had jobs there.

The second. Excessive export of live cattle in
1995-1997, destroyed the reproduction base of the
dairy herd.

The third. Mass surrender of breeding stock
(even breeding young) to meat processing plants
to enrich individual heads of farms and replenish
working capital for field work, settlements with
borrowers, payment of arrears of wages to employ-
ees, etc.




The fourth. The sale of lands among the peas-
ants and their transfer to rent deprived the reformed
enterprises of fodder resources.

The fifth. Plowing and de-soldering of public
pastures.

Sixth. Insufficient institutional support and
resistance of local elites to the allocation of a col-
lective of peasants — owners of land shares in a sin-
gle massif for joint cultivation and the transfer to
them of separate livestock premises, working and
productive livestock, machinery, and equipment.

Seventh. The habit of heads of farms to con-
stant administrative and party control over the
implementation of planned quantitative indicators
of the animal population, the turnover of the herd
and its productivity, compliance with weight con-
ditions when delivering them to processing enter-
prises, etc.
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Due to the intertwining of objective and subjec-
tive factors, the livestock industry has been in a state
of crisis for the past 30 years, which entails a whole
series of other cause-and-effect destructive distor-
tions in the production components of the agricul-
tural sector, employment of workers, compliance
with state standards and guarantees of social security
of peasants, environment, etc. The most noticeable
drop in the number of animals was observed in the
period 1991-2001: cattle — up to 38.3%; cows — up to
59.2; pigs — up to 39.4; sheep and goats — up to 22.3%
and poultry — up to 50.3% (Fig. 4). Although it is not
possible to explain the large-scale reduction of live-
stock only by the transformational crisis. Probably,
it became a kind of trigger, or a starting mechanism,
because the indexes from 1991 to 1981 for cattle (91.7%),
including cows (90.4%), pigs (98.4), sheep, and goats
(93%) were decreasing (except for poultry).
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1991 2001 2010 2015 2020 2022
Cattle 24.6 9.4 4.8 3.9 3.1 2.6
including cows 8.4 5.0 2.7 2.3 1.8 1.5
Pigs 19.4 7.7 7.6 7.4 5.7 5.6
Sheep and goats 8.4 1.9 1.8 1.4 1.2 1.1
Poultry of all kinds 246.1 123.7 191.4 213.3 220.5 202.2

Figure 4. Indices until 1991 and the number of livestock of agricultural animals and poultry
in all categories of farms, as of January 1; million heads
Source: developed by the authors given data (Statistical Compendium, n. d.)

For the sake of truth, we should note that the
central and regional governing bodies, which form
and implement the state agricultural policy, includ-
ing issues of food security, are aware of the threats
that are inevitable with the further reduction of
livestock and the fall in the production of livestock
products. Evidence of this is the annual allocation of
funds under special budgetary programs to support
the industry. Even in the conditions of martial law,
the Procedure for the use of funds provided for in the
state budget for state support for the development
of animal husbandry and processing of agricultur-
al products, which was approved by the resolution
of the Cabinet of Ministers of Ukraine dated Feb-
ruary 7, 2018 No. 107 (with changes and additions)

is in force (Procedure for the use of funds..., 2018).
We can only assume that the allocated funds are
not enough to cover all applications from farmers,
which creates corruption risks, and those that are al-
located are used inefficiently or are returned to the
state budget due to the impossibility of using them
for their intended purpose since from year to year
the Ministry of Finance of Ukraine had a practice
of allocating them to the chief administrator one or
two months before the end of the calendar year. All
business entities have significant reserves, but for
various reasons, they are not used. Confirmation of
this opinion is a critical decrease in the production
of the main types of livestock products compared to
1990 (except for poultry and eggs).
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Figure 5. Indices in percentages and production of the main types of livestock products
by all categories of farms for 1990-2021

Source: developed by the authors given data (Statistical Colle

The reduction in the production of livestock
products during the analysed period, in addition to
the already mentioned features of the industry, is
explained purely by market factors and unscrupu-
lous practices. Namely: a) insufficient competitive-
ness of industrial production on the domestic mar-
ket, compared to imported subsidized products,
especially from EU countries, b) unauthorized
importation of meat and dairy products into the
customs territory of Ukraine; ¢) raw material ex-
port orientation of agrarian business; d) narrowing
of the share in the gross production of households
more than twice: from 67% to 30.6% (see Fig. 1).
The latter is a consequence of the decrease in the
number of the rural population and its ageing, the
monopolistic low purchase prices of processors
and wholesalers, the increase in the price of fodder,
animal preparations, the unavailability of quality
veterinary care, etc.

If adequate measures are not taken in time,
then in the long run, family farms, household plots,
and individual entrepreneurs with the current prim-
itive technologies of raising livestock and slaugh-
tering livestock will not be able to supply meat
products to the domestic market at all, that is, they
will return to subsistence farming. In developed
countries, modern farmer cooperative slaughter-
houses operate. Central and local state authorities
need to resolve a whole range of issues by January 1,
2025. After all, according to Art. 34 of the Law of
Ukraine “On Basic Principles and Requirements
for the Safety and Quality of Food Products” dated
December 27, 1997 No. 771 (On Basic Principles...,
1997), such activity will be prohibited. It is obvious
that once again it is impossible to postpone the in-
troduction of this norm because Ukraine has been
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ction, n. d.; Statistical Yearbook of Ukraine, n. d.)

granted the status of a candidate for membership
in the European Union since June of this year.

Experts explain the relatively minor drop in
egg production starting in 2015 and significant
since 2000 with the oligopoly of the domestic market
since the combined share of the three largest agro-
industrial groups (“Avangard”, “Ovostar Union” and
“Inter-Agrosystems”) is more than 46%. Since 2015,
manifestations of cartel collusion on pricing issues
have been observed, since export prices have become
lower than domestic prices, so, in their opinion,
there is every reason to talk about anticompetitive
concerted actions by large manufacturers (Larina,
Popov, 2020).

The efficiency of production of agricultural
products and the state of their processing. The
general indicator of the efficiency of the use of re-
sources in combination with other indicators is the
profitability of production. The more or less stable
profitability of plant and animal products under
the planned economy is explained by the policy
of administrative pricing. It performed important
social functions through the mechanism of “ty-
ing” the prices of basic food products to the value
of the consumer basket of households. The level of
procurement and purchase prices depended on
zonal conditions of production, over-fulfillment of
procurement plans, product quality, exceeding the
volumes of previous years and seasonality of sup-
plies to the so-called state warehouses. Inter-in-
dustry parity was achieved by establishing price
list prices (tariffs) for industrial goods for produc-
tion purposes and agricultural services and double
prices for agricultural products purchased by the
state. Prices could be set separately for inefficient
(with profitability below 15%) and unprofitable farms.




At the end of the 1990s, the price premium amounted to
4 billion rubles per year. Such preferences ensured
an increase in the profitability of agricultural pro-
duction from zero to 22% (Paschaver, 2004). Up to
a third of the state budget of the USSR was directed
to support retail food prices and the profitability of
collective farms and state farms. Having partially en-
sured the population’s affordability of food, an even
more acute problem was inevitably created, related
to the deficit, that is, a significant excess of demand
over supply.

100
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The unilateral liberalization of prices and tariffs of
industry and services for the agricultural sector hurt
the livestock sector. According to the State Statistics
Service of Ukraine, starting from 1995, except for pork
in some years, it became chronically unprofitable (Fig. 6).
Against the background of administrative control of
prices for meat and dairy products for the population
and a significant reduction in subsidies to produc-
ers of livestock products, the monopolization of the
markets of material and technical resources, pro-
cessing, sales, and agricultural services intensified.
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Figure 6. Profitability of production of the main types of agricultural products in enterprises, percentage
Note: meat of cattle, pigs, and poultry without taking into account transfer to the processing at our own production capacity
Source: developed by authors given data (Statistical Compendium, n. d.)

In the conditions of the hyperinflation of
1992-1995, “price scissors” led to the continuous
unprofitability of enterprises. If in 1990 it was nec-
essary to sell 24 tons of Class III wheat or 18 tons
of milk, or 2.6 tons of cattle meat to purchase one
YMZ-6 AKL tractor (without VAT), then in 2000,
accordingly — 78 t (3.3 times more), 71 t (3.9 times
more), 18.3 t (7 times more). Such trade also took
place for other means of agricultural production.

Due to the critical non-equivalence of intersectoral
trade in 1990-2000, the industry suffered losses in
the amount of 57.1 billion UAH (Mohylnyi, 2021).

The Achilles’ heel of agrarians was the rupture
of production and cooperative ties with processing
enterprises. Under the planned economy, they were
provided with non-economic methods of encouraging
cooperation. In 1990, almost all livestock products
were processed (Table 1).

Table 1. Arrival of livestock and poultry to processing enterprises, in live weight, thousand tons

2021 to
1990 1995 | 2000 | 2005 | 20102 | 2015 | 2020 | 2021 | 1990/1995, %,
in p.p.
Everything arrived, including: | 4609 | 1118 452 489 1443 | 1690 | 1778 | 1827 39.6
enterprises 4314 872 207 280 407 376 273 253 5.9
to the end, % 93.6 78.0 45.8 57.2 28.2 22.2 15.3 13.9 -79.7 p. p.
economy of the population 295 236 238 200 106 19 10 12 4.0
to the end, % 6.4 21.1 52.6 40.9 7.3 1.1 0.6 0.6 -5.8 p.p.
From the total volume by species of animals
Cattle 828 342 335 225 124 80 89 10.7
to the end, % - 74.1 75.7 68.5 15.6 7.3 4.5 4.9 -69.2 p. p.
pigs 132 74 108 230 325 303 318 240.9
to the end, % - 11.8 16.4 22.1 15.9 19.2 17.0 17.4 5.6 p. p.
Bird 44 17 38 948 1203 1389 1418 | 32 times more
to the end, % - 3.9 3.8 7,8 65.7 71.2 78.1 77.6 73.7 p. p.

Source: calculated given data (Statistical Yearbook of Ukraine)
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To load meat processing enterprises and main-
tain the income of agricultural enterprises, the De-
cree of the President of Ukraine dated 12/02/1998
No. 1328 “On State Support of Agricultural Produc-
ers” (On State Support..., 1998) introduced a special
regime for charging and paying VAT for sold milk
and meat in live mass. A similar mechanism is used
for operations on the sale of products manufactured
under factory conditions from their raw materials.
Subsequently, this procedure was regulated by the
Law of Ukraine dated 04/03/1997 No. 168 “On Value
Added Tax” (On Tax..., 1997).

Later, this mechanism underwent significant
changes, starting in 2016, the scope of its applica-
tion was narrowed, and in 2018 it was cancelled al-
together. This was affected by a decrease in income
to animal processing enterprises in 2020 compared
to 2015, with cattle — by 44 thousand tons (35.5%),
and pigs— by 151 thousand tons (46.6%). As a result,
the rate of increase in production volumes of the
processing industry decreased, and from 2010-2018 it
became three times lower than in agriculture. The
number of enterprises also decreased somewhat
(Gajuduky, 2020).

With the general downward trend of receipts
for livestock processing directly from commodity
producers, starting from 2010, the total volumes
began to grow rapidly. Compared to 2005, it has

almost tripled (from 489 to 1,443,000 tons), and
since 2020, the growth has been 3.6 times, and over
the past 10 years, from 1,443 to 1,778,000 tons (Table 1).
This is due to changes in static accounting, as raw
materials supplied and products produced by pro-
cessing enterprises are included. However, even
taking into account the change in the methodology
of statistical observations, in 2020 only 38.6 % of
the 1990 figure was recycled. The specified dereg-
ulation measures did not affect the processing of
poultry meat, since large poultry plants have their
plants for a closed production cycle. So, there is a
positive trend.

Foreign trade in agri-foodproducts. Inter-in-
dustry distortions of the agrarian sector affected the
commodity structure of foreign trade. This is the
case when internal state regulatory policy is a con-
tinuation of foreign economic policy. At the same
time, the raw material trap is becoming more and
more dangerous (Table 2). The export/import bal-
ance of ready-made food products for 1996-2021 has
a negative value every year and varies in the corri-
dor from 17.6%. (2010) to 32.5% (2021). At the same
time, grain and oil crops took dominant positions in
exports. In total, in 2021, they accounted for 53.3%
of the total for 1-24 UCT ZED. In the same year, the
export of finished products from grain amounted
to only 1.5%, which is less than in 2010 by 0.6%.

Table 2. Commodity structure of foreign trade in agri-food products, s a percentage of the total for 1-24 UCT ZED

Product name 1996 2001 2010 2015 2020 2021
. . . L. export 19.5 19.4 7,8 5.7 5.4 4.8
Live animals; products of animal origin -
imports 21.6 16.2 21.6 15.7 19.4 20.6
Saldo, p. p. -2.1 3.2 -13.8 -10 -14 -15.8
export 13.8 26.5 24.9 41.6 42.4 44.5
Cereal crops -
imports 2.1 4.4 2.5 4.4 2.8 2.1
Saldo, p. p. 11.7 22.1 22.4 37.2 39.6 42.4
export 8.8 8.4 10.9 10.1 8.3 8.8
Seeds and fruits of oil crops ; P
imports 4.5 3.0 3.1 6.2 6 5.8
Saldo, p. p. 4.3 5.4 7,8 3.9 2,3 3
export 45.9 24.9 25.9 16.9 15.2 13.7
Ready food products ; P
imports 58.4 52.5 43.5 46.1 45.7 46.2
Saldo, p. p. -12.5 -27.6 -17.6 -29.2 -30.5 -32.5

Source: calculated given data (Statistical yearbook of Ukraine, n. d.; Statistical information, n. d.)

The place of the agricultural sector of
Ukraine in the international division of labour
and the creation of added value. In 2021, Ukraine
harvested almost 110 million tons of grain and oil
crops. The needs of the domestic food market ac-
cording to the current needs are 20 million tons, out
of 90 million tons, 15 to 20 million are processed
inside the country, mainly for meal and sunflower
oil. The remaining 65-70 million tons should be
sold for export, a significant part of which could be
processed in Ukraine under favourable conditions
(Lebid, 2022).
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Ukraine’s urgent need to convert grain crops
into livestock products is evidenced by the group-
ing of countries in the world by the ratio of grain
consumption for livestock and poultry feed to its
production, made based on FAO statistical infor-
mation (Table 3). As can be seen from the analytical
data, 168 countries of the world are divided into
two poles: the first — 52 countries are net exporters
of agricultural raw materials and by-products from
their processing (meals, bran, molasses, etc.) with a
coefficient of “up to 0.35”, which includes Ukraine;
the second - 31 countries are net importers of this




raw material for advanced processing with a ratio of
“more than 2”. Thanks to this, they achieved a much
higher added value per 1 ha of arable land (salary +
profit). In particular, countries in which more than
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twice as much grain is used for livestock feed than is
grown received 7,162 USD, and in Ukraine — 438 USD,
or 16 times less. Even in its group, Ukraine is inferior
to this average indicator by almost 4.5 times.

Table 3. Grouping of countries of the world by the ratio of grain consumption
for livestock and poultry feed to the volume of own production, 2020

Groups of countries by the volume of grain consumption for feed
to the volume of its production, coefficient
Indexes more up to including
than 2 1.01-2 0.51-1 0.35-0.5 0.35 Ukraine
Number of states in the group 31 23 31 31 52 1
The sha{e of food exports to the total in 76 93 76 75 17.8 447
economies, %
Inde).< to the corresponding indicator of 0.17 0.21 0.17 0.17 0.40 1
Ukraine
Added value of agriculture per 1 ha of arable 7162 4726 3498 2835 1956 438
land, USD
Inde)-( to the corresponding indicator of 16.4 10.8 8.0 6.5 45 1
Ukraine
GDP per person,
thousands of USD 22446 21291 15351 16861 2161 3557
Inde)'( to the corresponding indicator of 6.3 6.0 43 47 06 1
Ukraine
For 1 ha of arable land, kg:
export of NPK with export of all products 32 7 14 51 17 98
receipt of NPK with import of all products 342 133 68 28 9 0.3
Balance +, — 310 126 54 -23 -8 -97.7
Labou.r costs in a.mmal husbandry (by labour 907 492 335 937 995 58
intensity in Ukraine), man-hours

Source: calculated by the authors from the data (FAO Food agriculture data, n. d.)

Naturally, the larger the share of the revenue
from the export of agri-food products to its total
in economies, the lower the level of GDP per per-
son. This indicator is 10 times more in the group of
31 countries with a high-tech closed cycle of pro-
duction focused on final products than in the group
of 52 countries with an archaic economic model.
The raw material orientation of business not only
condemns the population to unemployment and
poverty, and the country to backwardness and the
donor of the GDP of developed economies, but also
excessively depletes the fertility of the soil. The neg-
ative balance according to the NPK indicator (with-
drawal from the export of all agricultural products
minus the receipt from the import of products) be-
gins with the group of countries in which the ratio
of grain costs for livestock and poultry feed to the
volume of own production is “0.35-0.5". Ukraine is
in the risk group with an indicator of minus 97.7 kg of
active substance per hectare. The estimated num-
ber of jobs indicates the unused reserves regarding
the possible employment of workers in animal hus-
bandry (according to the current labour intensity
in the industry of Ukraine). It is almost 16 times less

than in the group, where the coefficient is “more
than 2” and four times, compared to the countries
in which the grain export structure dominates, i.e.
“up to 0.35”. (For reference: from 1990 to 2020, the
number of employees in agricultural enterprises
decreased 11 times, or from 4881 to 443.7 thousand
people).

The grouping of countries according to the
same criterion and the same general population,
but about the intensity of use of agricultural assets
(Table 4), confirms that in countries with a rent-raw
material orientation, business is not interested
in the development of animal husbandry and the
processing of its products into various meat and
dairy products final consumption. In Ukraine, only
20% of the gross collection of grain crops is used
for livestock feed, while the group of countries
with a ratio of “more than 2” for fodder purposes
directs 4 times more than it receives from its ag-
riculture. Therefore, they have 559 heads of con-
ventional animals per 100 hectares of arable land,
or 14.3 times more, compared to Ukraine. In this
case, it is obvious that the more arable land and the
gross harvest of grain crops per person, the longer
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the transformation of the economy from agrarian
to industrial and post-industrial. Overcoming this
“raw material curse” is possible if the state is aware

of the strategic priorities, the political will of top
managers, and the use of effective ways of their
implementation.

Table 4. Grouping of countries of the world by the ratio of grain consumption
for livestock and poultry feed to own production, 2020

Groups of countries by the volume of grain consumption for feed
to the volume of its production, coefficient
Indexes more including
than 2 1.01-2 0.51-1 | 0.35-0.5 |up to0.35 Ukraine

Number of countries in the group 31 23 31 31 52 1
Consumptlon'of grain f.or. livestock feed to its 402 1.26 0.68 0.39 0.16 0.20
gross production, coefficient
Accounts for 1 inhabitant:
arable land, ha 0.063 0.111 0.140 0.222 0.169 0.753
volumes of grain of own production, kg 53 170 289 595 290 1471
Number of conditional animals (according to
EU coefficients*) per 100 ha of arable land, head 959 299 203 153 125 39

Source: calculated by the authors from the data (FAO Food agriculture data, n. d.)

Taking into account the current weak links
with export logistics, which arose as a result of rus-
sia blocking the ports of the Black and Azov seas, it
is proposed to take measures to compress exports: to
move from a large volume in tons to a larger vol-
ume in foreign exchange earnings thanks to deeper
processing and the conquest of foreign markets for
finished products. This should become an addi-
tional motivating factor for business. Therefore, the
Plan for the post-war recovery of the agricultural
economy envisages the development of enterprises
in the processing industry. A positive example over
the last 30 years, which is often cited in the litera-
ture, is the processing of sunflowers into sunflower
oil due to the increase of the export duty in 1999
to 23%. It is proposed to repeat the history of this
success by extending it to corn, wheat, barley, and
other crops, processing them into fodder for live-
stock and poultry, bioethanol, biogas, biomethane,
starch, developing niche areas of production, etc.

However, we must take into account the follow-
ing: firstly, the reduction of tonnage in the export
of sunflower oil was accompanied by an increase
in the tonnage in the export of meal and cake. In
2020, according to this indicator, Ukraine reached
a record 6,091 thousand tons, taking first place in
the world, and in the calculation of 42.6 USD per

hectare, which is twice as much as Poland (Table 5);
secondly, in 2018-2021, Ukraine exported an aver-
age of 5.9 million tons of sunflower oil every year,
of which almost 90% was raw, that is, not final con-
sumption, but raw materials. Then it is cleaned and
packed in the enterprises of the importing coun-
tries for sale in their markets or re-exported. To
increase deep processing, it is necessary to build
modern enterprises in each region in Ukraine. In
addition, tens of thousands of new jobs will be cre-
ated, which will provide significantly higher for-
eign exchange earnings and contribute to the resil-
ience of the entire oil and fat industry subcomplex.
Given these considerations, the construction of the
cross-border pipeline announced by the Ministry
of Agrarian Policy, for the export of vegetable oil,
in our opinion, is a dubious and insufficiently sub-
stantiated project, compared to the alternative of
localization of a closed cycle of production. That
is, the example with the export of sunflower oil is
not entirely successful, because, from the point of
view of creating added value and unloading the lo-
gistics and transport infrastructure, the proper ef-
fect has not been achieved. In 2021, 5.1 million tons
of sunflower oil were exported to 107 countries,
including 36.8% to Europe, 29% to Southeast Asia,
and 14.9% to Asia.

Table 5. Export of agri-food products per hectare in Ukraine and other countries of the world in 2020, USD

Product Ukraine Canada Netherlands Poland

Agricultural products, total 669 1314 99785 3212
including vegetable oils 173 82.2 4243 32.3
corn 148 6.5 233 29.1
wheat 109 163 67 95

meal of all oil crops 42.6 39.3 1563 20.2
rapeseed 30.6 122 858 17.9
soybeans 21.0 50.1 445 0.3
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Table 5, Continued

Product Ukraine Canada Netherlands Poland
poultry meat 17.1 11.4 3214 239
meat of cattle 2.7 58.6 2861 191
dairy products 2.0 4.4 2027 69.2
pork meat 0.3 86.0 3287 120
Cost of export of one ton of products (tonnage), USD 300 602 1292 1526

Source: calculated by the authors given data (FAO Food agriculture data, n. d.)

Out of nine commodity positions for the ex-
port of agri-food products in terms of value per hect-
are, Ukraine leads in four (vegetable oils, corn, wheat,
meal of oil crops) and shows a significant lag be-
hind all types of livestock products, which have a
smaller tonnage at higher value. In total, the value of
one ton of Ukrainian exports is twice that of Canada
and significantly less compared to the Netherlands
and Poland - 4.3 and 5.1 times, respectively. For
example, in 2020, Ukraine exported all agri-food
products weighing 74 million tons, receiving 22 bil-
lion USD, and Canada 77 million tons and received
55 billion USD. The difference of 2.5 times in mon-
etary terms is due to the fact that Canada exports
mostly processed products of animal origin, while
Ukraine exports raw materials (Lebid, 2022).

It is obvious that the phenomenon of the
Netherlands is related to the amount of agri-food
products per hectare of land and small tonnage
foreign trade is explained by high-tech, intensive
agriculture. The processing of agricultural raw ma-
terials, including those imported from Ukraine, is
extremely developed, which contributes to the pro-
duction of livestock products with the maximum
possible share of added value due to the export of
significant volumes of food for final consumption
and related products of the food industry (pulp,
meal, dog food, various waste, animal skins, etc.).
An important factor in the competitiveness of the
agrarian sector is also the regulatory and legal regu-
lation of mutually beneficial economic relations of
counterparties of the entire product chain - from
the field to the table.

In this vein, the heads of the Ministry of Agrar-
ian Policy of Ukraine made, without exaggeration,
a historic statement that in the seven months of
Ukraine’s war against russia, the point of no return
to the raw agrarian economy has been passed and
a food model of development is already in place.
Because the export of dairy products (milk powder,
cream, cheese, butter), meat production, alterna-
tive energy sources (bioethanol, biogas, biometh-
ane, etc.), as well as the processing of grain crops is
actively developing (Ministry of Agricultural Policy,
2022). For a country in which agricultural raw ma-
terials make up 80% of the entire sector, the forced
force majeure factor of such a minor change and
the short time frame for such conclusions should
be alarming. After all, there are no and cannot be
guarantees that in peaceful conditions business

will not return to the quick money rent-commodity
business model that has been developed in recent
years with active state support.

The result of the application of general sci-
entific and economic methods was the confirma-
tion of the hypothesis, the essence of which is that
Ukraine, as a state with developing markets, should
eliminate the structural distortions of the agrarian
sector using the entire toolkit of economic diri-
gism. In this way, it is possible to adjust the estab-
lished rent-based model of business behaviour to
a product-based one, taking into account national
interests, namely, increasing the stability of the ba-
sic sector of the economy during the legal regime
of martial law and in other force majeure circum-
stances and after their cancellation. At the same
time, the triple priority should be: a) guaranteeing
food security of the population; b) balanced use of
human, economic, land, water, and other natural
resources; c) integration of agrarian policy into the
Green Agreement of the European Union.

Priority measures to restore animal husbandry.
The cancellation of state programs to support farmers
in the draft state budget for 2023, the dependence
of the forecasting horizon on the victory of Ukraine
in the war with russia, and the liberation of all tem-
porarily occupied territories and financial assis-
tance from international donors should be taken
into account when developing institutional-legal
and organizational-economic measures state (de)
regulatory policies aimed at eliminating structural
distortions in the agricultural sector that do not
require additional financing. On the contrary, their
introduction will contribute to the filling of local
budgets.

In particular, it is critical to take a number of
priority actions in order to create systemic prereq-
uisites for overcoming the protracted crisis in ani-
mal husbandry, increasing the volume and depth of
processing of its products, involving the resources of
household plots, family farms, service cooperatives,
amalgamated territorial communities, and other
reserves. It is also time to decisively introduce tools
aimedatdemotivatingfarmersinrelationtotheexport
of grain and technical crops and other raw materials.

In view of the above, we offer a set of measures
under martial law conditions and after its cancel-
lation:

I. Encouraging business entities to increase
production volumes:
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I. 1) to develop a diversified structure of
production of livestock products, localizing it in
micro, small, and medium-sized enterprises, to
support start-ups that are able to play the role of
agricultural business locomotives through lending
mechanisms under the program “Affordable loans
“5-7-9%”, grant programs of domestic and foreign
investors, export insurance, partial reimbursement
of investments in the latest equipment, as well as
subsidizing the cost of energy resources;

I. 2) to provide regulatory and legal prerequi-
sites for the development of dairy and meat cattle
breeding, using ownerless and unused real estate
objects of state and communal ownership and land
plots under them, especially in rural amalgamated
territorial communities, which sheltered a significant
number of temporarily displaced persons;

I. 3) to develop special conditions for purchas-
ing equipment for micro and small livestock farms,
breeding (genetic) resources on a cooperative basis,
partial compensation of their cost with grant funds;

I. 4) to introduce a mechanism of state sup-
port for insurance of livestock of cattle, pigs, sheep,
goats, which are owned by household plots, family
farms, individual entrepreneurs and other small and
medium economic entities;

I. 5) to extend non-refundable grant funds and
co-financing support to family dairy farms, craft
cheese factories and dairy cooperatives, cooperative
and private slaughterhouses for slaughtering ani-
mals, to projects using bioeconomic technologies
and advisory services currently provided to enter-
prises for the establishment of gardens and berry
orchards, construction of greenhouses, processing
of agricultural raw materials;

I. 6) to promote the creation of demonstration
family farms of various specializations in animal
husbandry, in particular, in the production of niche
typesofproducts, supporttheformationofanonline
platform for the exchange of work experience, con-
sulting on issues of epizootics, veterinary and san-
itary services, prevention, and control of diseases,
environmental requirements in amalgamated terri-
torial communities, as well as organizational inter-
action to protect one’s rights in various instances;

I. 7) to create institutional prerequisites for
the formation of capable agro-industrial adminis-
trative-territorial clusters in the field of animal hus-
bandry with the participation of micro, small, and
medium-sized producers, administrations of amal-
gamated territorial communities, local divisions of
the State Production and Consumer Service, regional
scientific centres of the Ukrainian Academy of Sciences,
institutions of advanced professional and higher edu-
cation, processors, retail and other stakeholders;

I. 8) to study the experience of Denmark, Bel-
gium, the Netherlands, Germany, Poland, and Spain
regarding international cooperation in raising young
animals and fattening pigs of high-yielding meat
genotypes to commercial conditions and the possibility
of adapting it to the conditions of Ukraine.
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II. Stimulation of producers to localize pro-
cessing of products at local enterprises and its sale
on organized markets:

II. 1) to adapt the VAT calculation and accu-
mulation mechanism that operated in 1998-2018 in
terms of payment by processing enterprises to the
state budget for livestock products sold by them,
for livestock purchased in live weight, as well as
payments and targeted use of funds received from
its payments to commodity producers for the devel-
opment of dairy and meat cattle breeding;

II. 2) to increase the effectiveness of monitor-
ing the prices of meat and dairy products in retail
chains connected with: unfair anticompetitive prac-
tices; using offshore jurisdictions to optimize taxes;
establishment of control over processing and food
industry enterprises and creation of vertically inte-
grated formations; a decrease in the share of national
producers, especially small and medium-sized en-
terprises, in trade networks and a corresponding
increase in similar imported products;

II. 3) to regulate the equivalence of the distri-
bution of the added value of the main participants of
the meat and dairy market (household plots, family
farms, small and medium-sized producers, logistics
companies, processing enterprises of the food in-
dustry, retail chains) and to develop scientific and
practical recommendations for the operational ad-
justment of the state regulatory policy in this field;

II. 4) to support the search for alternative ways
of accessing the market of livestock products of
household plots, small and medium-sized enterprises
using remote forms of trade, web resources of local
communities, Internet portals, information and adver-
tising support, etc.;

III. The fight against abuse of the monopoly
position of producers and processors of meat and
dairy products and other unscrupulous practices in
local and regional markets:

III. 1) to monitor and respond in a timely
manner to antimonopoly practices during the pro-
curement of milk from the public, household plots,
family farms, cooperatives, and other micro and
small producers;

I11. 2) to strengthen the civil-legal and admin-
istrative responsibility for technological and pre-
sales falsification of meat and dairy products, for
unauthorized importation of food products into the
customs territory of Ukraine and shadow circulation
on the domestic market;

III. 3) to adapt Ukrainian legislation to the
legal acquis of the EU (acquis communautaire) in
terms of protecting the rights of consumers of meat
and dairy products.

IV. Tax and customs tariff regulation:

IV. 1) to consider the multifaceted consequences
of establishing a zero VAT rate on the export of grain
and industrial crops and related processing products
(oilseed meal, bran, etc.), where the bulk of the prof-
it is obtained due to its reimbursement. This norm
should be primarily extended to raw materials, in




which the share of exports in production exceeds 60%
(in 2020/21 MR, this indicator for corn was 77.5%,
wheat — 66.3%, barley — 55.3%, soybeans — 53.6%,
rapeseed and colza - 92.3%). Import of final goods of
animal origin, with a sufficient level of self-sufficiency
in Ukraine, on the contrary, should be taxed at an
increased VAT rate;

IV. 2) the legal regime of martial law opens a
“window of opportunity” for eradicating corruption
in the tax, customs, and control bodies; at the time
of introducing radical anti-offshore policy rules,
improving control over transfer pricing, strength-
ening the fight against VAT evasion by forming a
fictitious tax credit through the notorious “scrolls”,
eliminating “gray schemes” of non-return of export
earnings by agricultural traders with money laun-
dering and prevention other corruption -inducing
factors of “earnings” from the state budget;

IV. 3) to provide in the conditions of crediting
of commodity producers for the program “Available
“5-7-9%” loans, in which 10,000 hectares or more of
agricultural land are used, livestock ownership is at
a level not lower than the average number of con-
ditional livestock per 100 hectares of arable land in
that administrative district (oblast, region), where
economic activity is conducted;

IV. 3. To actively use the opportunities of the
free trade zone with almost 50 countries of the
world and the abolition of all customs duties and
quotas on Ukrainian goods by the EU, Great Britain
and the USA for the export of livestock products for
final consumption. To achieve an extension of the
term of preferential agreements on a special regime
of trade after the abolition of the legal regime of
martial law in Ukraine.

»Conclusions

As a result of the beginning of the full-scale invasion
of Russia on the territory of Ukraine, the agrarian
sphere suffered great losses, and the archaic com-
modity or rent model of the agrarian economy, which
has been in place for the last three decades, turned
out to be especially vulnerable in force majeure cir-
cumstances. It demonstrated the dead end of the
chosen path of “growth without development”, because
it ignored people’s well-being and environmental
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limitations. The so-called success was measured by
the area of crops, the gross harvest of grain and oil crops,
the income of foreign currency from the export of
raw materials, the share of the industry in the country’s
GDPB etc.

The top managers of state institutions and the
final recipients of benefits from the exploitation of
human, land, water, and other natural resources im-
posed on society the stereotype that the agricultural
sector is “the locomotive of the Ukrainian economy”,
“a point of growth”, and grain is “Ukrainian oil and
gas”. From this, it naturally followed that being a raw
material donor of industrialized countries is hon-
ourable and is our “economic miracle” since histor-
ically we have inexhaustible natural, human, and other
comparative and competitive advantages for this. In
fact, due to the destructive distortions of agriculture, a
transmission mechanism of macroeconomic parame-
ter imbalance, aggravation of medium- and long-term
sectoral problems related to the shortage of water
resources, greenhouse gas emissions, and neglect of
environmental protection rules has been launched.

The practical significance of the study is related
to the primary measures of the state’s influence on
the behaviour of owners of small, medium, and large
agrarian businesses to develop animal husbandry,
process raw materials, transitioning to the standards
of environmentally friendly technologies, encour-
aging the preservation of existing and creating new
jobs in rural areas. The result of the post-war recon-
struction of the agricultural sector should be its ful-
filment of key functions: a) uninterrupted satisfaction
of the needs of the domestic market for basic food
products of own production; b) a reliable net exporter
of food for final consumption; c) economic, social and
environmental efficiency.

Prospects for further scientific research in the
direction of increasing the stability of the country’s
agrarian sector can be a review of the theory of com-
parative advantages in international trade, which is
more than two centuries old. After all, what is really
in demand is the development of localized closed
production cycles, taking into account exhaustible
natural resources and global challenges associated
with wars, pandemics, climate change, ecological
crises, and other threats to food security.
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> AHOTaUif. AKTYaJbHICTh NOCTiMKEHHsS 00yMOBJeHa (OPMYBaHHSAM PEHTHOI MOJiesi arpapHOro CEKTOpY,
IOMiHYBaHHSI CUPOBHMHHOI CTPYKTYpU €KCHOPTY Ta IIOB’SI3aHUX 3 HUMU COILiaJbHO-eKOHOMIYHUX IIpo6JeM, II0
3aroCTPWIINCS O MacIiTabiB HaIliOHAJIBHOI Oe3leKyu B yMOBax BilHM pocil mpoTtu Ykpainu. Meta JOCTiKeHHS —
BUSBJIEHHSI IIPUYMHHO-HACTIIKOBUX 3B’A3KIB CTPYKTYPHUX IIEPEKOCIB arpapHOr0 CEKTOPY Ta OOI'pyHTYBaHHS
JIepsKaBHOI PETYIATOPHOI MOJIITHKY, CIIPSIMOBAHOI HAa MOCUJIEHHS WOTO CTIHKOCTi. BUKOpHCTaHO METOMY EMITipUYHOTO
CIIOCTepe)KeHH I, eKCIIEPTHHUX OIiHOK, AUHAMIUYHUX PSAiB CTATUCTUKY, MOHOTpaivHOTr0, KpUTHYHOTO aHai3y, rpadidHmx
3aco0iB, cTaTUCTUYHOI 0OPOOKU 0a3u AaHUX, CUCTEMHO-CTPYKTYPHOT'O OIIPAIIOBAHHS Marepiaty, abCTpaKTHO-JIOTiYHOTO
Ta iHmux iHCcTpyMeHTIB. Bysio po3kpuTo MacmTabu pylHyBaHHSI aKTUBIiB arpapHOro CEKTOPY U eKoJIorii BHACIITOK
pocificekoi arpecii. OGTpyHTOBaHO iIHCTUTYIIiITHI TepeJyMOBY CTPYKTYPHUX ITEPEKOCIB arpapHOro CEKTOPy. BucBiTieHO
JUHaMIKy eKCIIOPTHO-IMIIOPTHUX OIlepallili arpapHOTr0 CEKTOpY Ta aJbrepHATUBHI MOKJIUBOCTI B MisKHapOZHOMY
TOiJTi pari Moo miABUIIIeHHS Horo epekTUBHOCTI. OMpanbOBaHO 3aX0AH 3 BiTHOBJIEHHS TBAPMHHUIITBA IIJISIXOM
akTuBi3amii Mikpo i Masioro 6i3Hecy, HaJIaroIyKeHHSI eKBiBa/IEeHTHHUX BiTHOCUH PUHKOBUX KOHTPAreHTIiB Ta JOTPUMAHHS
HUMU 100pOYeCHUX NMPAKTHUK. [IpakTUYHA 3HAUYIIiCTh BiZoOpaskeHa MPOMO3UILi€l0 3 MUTaHb MOJ0JAHHS 3aTAKHOT
KpU3U B TBAPUHHMUIITBI 32 PaXyHOK iHKJIIO3UBHOIO IiTXOy [0 peaJsidauii moreHiiaay Mikpo, Maaux i cepenHix popm
TOCIIOJApIOBAHHSA
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