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» Abstract. In the context of modern development of agricultural producers, assessing the level of their activity
efficiency and searching for an appropriate strategy for further development is essential. The aim of the article was
to formulate a concept of sustainable development for agricultural producers based on identifying the most viable
development strategy. The article’s methodological framework included the following methods of scientific inquiry:
descriptive method, measurement and comparison methods, economic-mathematical modelling, induction, deduction,
analysis and synthesis, system-structural analysis. The essence of diversification of activities in the agricultural sector
was examined and revealed, defining their role in forming sustainable development. To achieve this, theoretical
concepts of Ukrainian and foreign scholars, as well as the categories of “diversification” and “sustainable development,”
were synthesized. Subsequently, an analysis and forecast of land use by agricultural enterprises were conducted. The
dynamics of changes in the structure of cultivated areas from 1991 to 2021 were determined, as this period marked
the implementation of agricultural reform aimed at finding effective agricultural product producers. Changes in the
magnitude of costs for primary resources in farm enterprises of the Kyiv region on the eve of the war were defined, and
the economic efficiency of cultivating major agricultural crops was analysed. Based on established data, a development
strategy was modelled for an average farm in the Forest-Steppe zone of Ukraine, considering the concept of diversification
through the implementation and development of animal husbandry. Furthermore, directions for further development
of agricultural entities were substantiated by deepening the diversification of activities through optimizing cultivated
areas. The research outcomes could be considered in shaping the development strategy of entrepreneurial structures
and evaluating their impact on sustainable development in the post-war period
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@ Diversification of entrepreneurial activities in the agricultural sector...

» Introduction

Diversification, in the context of increased competition,
plays a crucial role in forming an effective entrepreneur-
ial strategy. In general terms, diversification of activities
is seen as a strategy where a company expands its busi-
ness operations by adding new directions or products to
its core activities. This can be achieved through internal
development, acquiring other companies, or creating
joint ventures with partners. Diversification of activities
allows companies to reduce risks associated with market
changes, competition, and technological shifts. It also en-
ables companies to enter new markets and enhance their
competitiveness. In the agricultural sector of the economy,
diversification, based on optimizing production structure,
helps mitigate the impact of price fluctuations.

These fundamental principles have been substantiat-
ed and further developed in the works of both past and
contemporary scholars. For instance, S. Balyuk & A. Kucher
(2018), PDe Andrés et al. (2017) have highlighted the role
of diversification strategies in utilizing financial resourc-
es. They explored how the choice of strategy influences
a company’s value. A.N. Kariuki et al. (2018) consider di-
versification as a tool to expand the range of value-added
dairy products. Their findings show that access to markets
for diversified products positively impacted the perfor-
mance of dairy industry enterprises in the studied region.
Research by O. Varchenko et al. (2019), D. Beillouin et al.
(2019) assess the production and ecological benefits of
diversifying activities in farms specialized in plant-based
production. Meanwhile, N.K. Nigam & C.P. Gupta (2020)
investigate the feasibility of diversification, studying its
impact on various aspects of a firm’s activities, including
financial performance and time analysis. Ukrainian schol-
ar O.M. Zgurska (2018) extended research in the context
of crisis situations, emphasizing diversification as a tool
to address inefficiencies and uncertainties in the external
environment.

Economic activities are often categorized into pro-
duction and financial sectors. In the financial sector, di-
versification involves allocating investments across differ-
ent assets to reduce the risk of losses. The more diverse the
assets in a portfolio, the less impact a decrease in the price
of one asset has on the overall income. Diversification can
encompass different asset classes such as stocks, bonds,
real estate, gold, and other resources. It helps decrease risks
and increase stability in an investment portfolio. On the
other hand, production diversification is a strategy in which
a company expands its production range by adding new
categories of goods or services to its core products. This can
be achieved through internal development, acquiring other
companies, or creating joint ventures with partners.

Production diversification enables companies to ex-
pand their market presence, enter new market segments,
and enhance competitiveness. It also allows companies
to reduce risks associated with market changes and com-
petition. However, the war in Ukraine has posed numer-
ous challenges to the country’s economy, affecting busi-
ness operations and industry development. Agricultural
production is one of the sectors heavily affected by the
conflict. A crucial precondition for post-war entrepre-
neurial development in the agricultural sector is the es-
tablishment of market conditions that ensure the growth
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of value-added and profitability for producers through di-
versification of their activities. The aim of the article was
to scientifically generalize theoretical concepts of diver-
sification of agricultural producers’ activities and, based
on this, further develop practical recommendations for
identifying promising development directions in accord-
ance with the concept of sustainable development in the
post-war period.

» Materials and Methods

The basis of the conducted research was an informational
foundation, which encompassed not only statistical data
characterizing the economic activities of agricultural en-
terprises in Ukraine, but also aggregated statistical reports
provided by the State Statistics Committee of Ukraine. This
comprehensive information served as the foundation for
studying and analysing various aspects of rural develop-
ment, enabling a deeper and more objective understanding
of the industry’s state and its development trends (Agricul-
ture of Ukraine..., 2022; Global and domestic..., 2022).

The research process went through several stages. In
the first stage, using descriptive and systemic-structural
methods, the generalization, and analysis of theoretical
principles of diversification of activities by agricultural
producers were carried out. Based on these principles,
priority directions of diversification in the post-war period
were identified. To substantiate these theoretical positions,
in the second stage, using measurement and comparison
methods at the empirical level, the land use structure from
1991 to 2021 was analysed, as well as changes in the struc-
ture of cultivated areas in Ukraine. This period was chosen
due to Ukraine’s independence and the initiation of agrar-
ian reform aimed at finding efficient producers of agricul-
tural products. Data for the year 2022 cannot fully reflect
the state of economic development, as it is hindered by
the full-scale war on Ukrainian territory. Also, not all the
data for 2022 and 2023 has been published yet.

In the third stage of the research, for the purpose of
forecasting the development of agricultural producers,
relevant data for the year 2022 were used. Taking into ac-
count the analysis of changes in land ownership, a pre-
dictive model was constructed that allows calculating the
average size of farm households by 2030. The equation of
the model is as follows:

vy =64,409In(x) + 15,055. 1)

The mentioned model allows for a maximum consid-
eration of trends in land ownership changes among the
studied economic entities. The obtained data were used
in the construction of an economic-mathematical model.
The next important step in the research was the compar-
ison of the economic efficiency of production activities
of farm households in the pre-war and subsequent mar-
keting years. This comparison enabled the determination
of key resources and their impact on the increase of pro-
duction costs. This stage of the work was conducted using
methods of induction, deduction, analysis, and synthesis.

The obtained analytical data served as the basis for
forecastingthe developmentofagrarian producersthrough
the diversification of their activities, specifically through
the involvement and development of the livestock sector.




To formulate this forecast, an economic-mathematical
model was developed using an economic-mathematical
modelling method. This model projects the production
structure based on scientifically grounded approaches
to crop rotation and considering livestock development
(Ilchuk et al., 2019).

The objective function for optimizing production sys-
tems is as follows:

Frnax = 2k=1ViSk + 221 VePe) 2

where F__-is income; k - the type of crop (g = 1,2..., n);
t—the type of animal (a = 1,2..., m); s, — the cultivated area
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of the g-th crop; p, - is the livestock population of the a-th
animal type; v, —is the income per unit of area for the j-th
crop; v, - the income per head for the k-th type of animal.

» Results and Discussion

Continuing the scientific and practical work of colleagues,
it is necessary to consider and further develop the fol-
lowing key principles of agricultural product diversifica-
tion, taking into account the balance between cultivating
high-margin crops without disrupting crop rotation pat-
terns, revitalizing the livestock sector, and promoting the
development of farm households as the foundation for
sustainable post-war development (Fig. 1).

Vertical

Industry

Classical

Product and
assortment

Specific

Figure 1. Types of diversification of agricultural producers
Source: summarized and supplemented by the authors on the basis of developed theoretical sources M.M. Ilchuk et al.

(2016); I.V. Svinous et al. (2018)

The diversification of activities among agricultural
producers is driven by objective factors within a market
economy. It allows for the reduction of the impact of price
fluctuations on production, thereby stabilizing the income
generated. Diversification also activates potential sources
of internal growth and enhances production efficiency.
Depending on market conditions, the goals of diversifica-
tion can vary (Fig. 1). This multifunctionality underscores
the practicality of using diversification as a foundation for
shaping the development strategy of agricultural produc-
ers. In stable market conditions, the theory of production
diversification has focused on investigating industry-spe-
cific forms of implementation. However, the development
of the economy amidst military activities and the post-war
period increases the significance of considering and de-
veloping the theoretical aspects of production diversifi-
cation based on product-assortment forms of implemen-
tation. The choice of this strategy is justified by its lower
investment requirements compared to other strategic
forms-horizontal and vertical.

Diversification is regarded as a process that occurs
throughout the entire lifecycle of agricultural enterprises,
encompassing all its aspects. The economic context of
this process involves initiating any activity that gener-
ates income, but does not encompass all aspects of the
economy (Ilchuk et al., 2016). Therefore, diversification
for agricultural producers serves as a tool that maximizes
the utilization of internal enterprise potential to achieve
profitability. Diversification is believed to preserve the

competitiveness of the enterprise, foster the develop-
ment of strong market resilience, and eventually channel
capital toward more profitable entrepreneurial ventures
(Marshalok et al., 2021).

The foundation of diversification must be based on the
concept of sustainable development, which aims to move
away from the idea of stimulating consumption growth.
This concept was initially introduced at the United Nations
conferences in Stockholm (1972) and Rio de Janeiro (1992).
According to its basic principles, the concept of sustainable
development envisions societal growth where economic
and social benefits are determined by the ecosystems’
capacity for self-renewal. Solving this issue lies in the ra-
tional balance between socio-economic development and
the rational use of natural resources. This balance should
ensure environmental safety while effectively using avail-
able resources, all while promoting improved quality of life
and well-being for the population. In Ukraine, the imple-
mentation of the concept of sustainable development is
significantly complicated due to ongoing military actions.
Undoubtedly, this situation has a significant impact on the
understanding of the state and prospects of sustainable de-
velopment, underscoring the importance of comprehend-
ing diversification in shaping the development strategy of
agricultural producers in the post-war period. Agriculture
has been one of the sectors most affected. When looking
at this issue through the lens of ecological, social, and eco-
nomic societal development, attention should be drawn
to the following problematic aspects.
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Firstly, ecology: it has been identified that a consid-
erable area requires demining and proper reclamation.
Among land resources, black soils have suffered the most.
According to experts from the National Scientific Center
“Institute of Soil Science and Agrochemistry named after
O.N. Sokolovsky”, as of May 2022, the most significant areas
affected by combat actions are characterized by the follow-
ing primary soil types: ordinary chernozems (50.1 thousand
square kilometres), soddy and soddy-podzolic soils (29.4
thousand square kilometres), southern chernozems (16.2
thousand square kilometres), and dark chestnut soils (9.6
thousand square kilometres) (Balyuk & Kucher, 2018). Over
a short period, significant land areas in the south and east
of Ukraine have been taken out of circulation, and the ma-
terial and technical base has been damaged or destroyed,
resulting in reduced livestock populations.

Secondly, social development: the structure, quan-
tity, and employment of the population have significantly
changed due to the military actions. The involvement of
able-bodied male population, internal migration, and the
departure of women and children abroad exacerbate the
issues of sustainable development in the post-war period.
The incapacity of enterprises in the occupied territories
or in regions close to conflict zones, the loss, or damage
to business assets, disruptions in logistics including port
closures, have led to a sharp increase in unemployment.
According to preliminary data, in July, unemployment
reached 35%, nearly four times higher than the end of
2021 (9.8%). This is due to the complete or partial closure
of enterprises and the loss or wear of production facilities.
Considering inflation at 26% and the devaluation of the
hryvnia, real wages have decreased by over 40% (The un-
employment rate..., 2022).

Thirdly, the economic sphere: military actions have
impacted the volume of commodity production. The
production of agricultural products, especially crops, has
significantly decreased, and the country’s export oppor-
tunities have deteriorated. The situation further compli-
cated after the start of the maritime blockade of the ports
of Odesa and Mykolaiv. The logistical capacities of the
Ukrainian Danube Shipping Company, railways, and road
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transport are insufficient to facilitate proper agricultural
product circulation. As a result, demand has plummeted,
and prices for agricultural products, especially grains,
have dropped. The conclusion of a grain agreement im-
proved the overall situation, but numerous farmers in the
south incurred significant losses. According to unofficial
data, up to 30% of micro-agricultural enterprises did not
even plant winter grains, as the absence of early spring
technological measures and low market prices, ranging
from 1600 to 2500 hryvnias per ton, did not allow for prof-
itable margins (Splodytel et al., 2023).

When considering the factors leading to economic
decline and the opportunities for managing this process,
it’s worth noting that the situation with grain crops was
anticipated. An export-oriented grain industry had been
producing three times more than domestic consump-
tion in recent years (Grain market..., 2022). While excess
production was directed towards exports, the sector be-
came a crucial source of currency inflow to the budget.
However, the pursuit of profit and the lack of an effec-
tive national security policy jeopardize not only income
volumes to the budget, such as taxes and contributions,
but also the possibility of sustainable development of ru-
ral territories and the well-being of tens of thousands of
farm enterprises and hundreds of thousands of citizens
associated with this sphere.

It can be argued that this situation is the consequence
of the absence of a unified, comprehensive concept for the
development of the agricultural sector. The lack of control
over the formation of market relations resulted in signif-
icant sectoral imbalances when forming new principles
of management after Ukraine’s independence. Therefore,
it's important to understand the historical development
of Ukraine’s agricultural sector, its current level of devel-
opment, and its place in global agriculture. This analysis
is crucial for shaping the development strategy of the ag-
ricultural sector both in the post-war period and overall,
in the formulation of a sustainable development concept.
Based on these considerations, a rapid analysis of the con-
ditions of operations in the agricultural sector of the econ-
omy was conducted (Fig. 2).
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Figure 2. Dynamics of the structure of land use by agricultural producers
Source: summarized on the basis of statistical reporting data Agriculture of Ukraine for 2021 (2022)
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In Figure 2, the dynamics of the distribution of agri-
cultural land between grain and forage crops are depicted.
Grains are the primary group of crops, while forage
crops serve as the main raw material base for the live-
stock industry. The analysis revealed that during the in-
itial stages of market relations, low agricultural produc-
tivity, disruptions in established economic connections,
lack of credit and material support negatively affected
the economic efficiency of agricultural producers’ ac-
tivities and compelled them to seek ways to navigate the
complex situation.

Ilchuk et al. @

As aresult, there was a reduction in livestock farming.
This is because managing the livestock industry is more
labor-intensive and requires larger investments in fixed
assets compared to the crop sector. Bringing livestock to a
more productive level demanded disproportionate invest-
ments and efforts. These mentioned factors, along with
low product prices, became the main influencers behind
the reduction in livestock and poultry populations. Con-
sequently, this led to a decrease in the area under forage
crops and became one of the factors influencing changes
in crop rotation structures (Fig. 3).
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Figure 3. Dynamics of the structure of cultivated areas and its change
Source: summarized on the basis of statistical reporting data Agriculture of Ukraine for 2021 (2022)

Analysing thedynamics of sown areas during the re-
searched period, it’s worth noting that the total sown
area increased. The significant reduction in 2014 and
2015 is directly linked to the withdrawal of agricultural
land from cultivation in the Donetsk and Luhansk re-
gions due to military actions and the annexation of the
Crimean Peninsula. However, during the subsequent
period, a clear trend of increasing the area under culti-
vation of agricultural crops was restored. This was pri-
marily achieved through the reduction in areas under
forage crops. By the beginning of 2022, Ukraine was able
to compensate for the loss of sown areas and partially re-
store the export opportunities of the agricultural sector.
Agricultural producers, including farmers, regained the
ability to sell their products at global market prices, and
the country was able to fill its budget through external
economic activity and currency inflows.

The analysis of agricultural production in Ukraine’s
agricultural sector indicates that from 2000 to 2020, the
production of cereals and legumes consistently increased.
Technological improvements in production and the ex-
pansion of cultivated areas for crops resulted in a more
than twofold increase in grain production over the course
of a decade. The production of some oilseed crops, espe-
cially sunflower, rapeseed, and soybeans, also increased

(Soybeans in crop..., 2020; Global and domestic..., 2022).
However, the low demand for livestock products, com-
bined with a generally low technological level of produc-
tion processes, influenced the sector’s development. Live-
stock populations, productivity, and consequently, the
volume of product output, decreased. Consequently, the
overall decrease in livestock affected the reduction of are-
as under forage crops (Kravchuk et al., 2021).

Structural changes in the industry occurred concur-
rently with land privatization. These measures allowed
peasants to obtain land shares. New types of entrepre-
neurial structures formed: large-scale and small-scale
agricultural producers. Among these, numerous family
farms emerged, with 48 860 farms registered as of January
1, 2022 (More than..., 2022). Analysing the development
of these economic entities, it's important to highlight the
following characteristics: Firstly, family farms comprise
around 80% of the total number of agricultural business-
es. Secondly, these farms hold approximately 22% of ara-
ble land. Thirdly, 80% of family farms own less than 500
hectares of land, with an average farm size of 131 hectares.
Therefore, given the quantity of family farms, the chang-
ing dynamics of their sizes, and their impact on rural de-
velopment, it’s prudent to emphasize an analysis of their
status and prospects (Varchenko ez al., 2019).
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In Ukraine’s agricultural sector, the specialization

of family farms is largely driven by the specialization of

large-scale agricultural producers, namely agro-holdings.
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As aresult, the situation that unfolded in 2022 had a nega-
tive impact on all market participants. Over a short period,
prices for essential resources underwent changes (Fig. 4).
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Figure 4. Changes in costs of basic resources in farms of the Kyiv region for the 2021/2022 marketing year
Source: summarized on the basis of statistical data on Agriculture of Ukraine for 2021 (2022)

The sowing campaign of 2022 took place against the
backdrop of a sharp increase in prices for essential re-
sources such as fuel, lubricants, fertilizers, seeds, and
plant protection products. There was a significant reduc-
tion in the supply of these key resources in the market, co-
inciding with the breakdown of financial and trade cred-
it relationships, a rapid devaluation of the hryvnia (the
Ukrainian currency), and a decrease in demand for agri-
cultural products. All of these factors had a negative im-
pact on the economic efficiency of agricultural producers.
For instance, when analysing the activities of farms in the
Forest-Steppe zone of the Kyiv region, it was observed a
considerable increase in the cost of production. The main
contributing factors were expenses related to fertilizers,

fuel and lubricants, seeds, and plant protection products.
Meanwhile, the increase in labour costs and rental pay-
ments for land remained relatively unchanged.

Comparing with the previous year, Table 1 allows
drawing the conclusion that the war has impacted
the profitability of cultivating main crops. The profit-
ability of cultivating main crops has significantly de-
creased, and growing cereals has become unprofitable
altogether. For example, the loss in wheat cultivation
amounted to -10.8%, and for corn, it was -44.5%. More-
over, the marginal profit per hectare of corn turned out
to be negative at -10 521.1 hryvnias, indicating the im-
practicality of producing this type of grain in the short
term (Potaeva, 2022).

Table 1. Efficiency of cultivation of the main agricultural crops

Wheat Corn Soy Sunflower
Indexes

2021 2022 2021 2022 2021 2022 2021 2022

Productivity, t/ha 4.61 4.12 8.01 5.35 2.68 2.36 2.52 2.19
Fixed costs per 1 ha, hryvnias | 4 909.1 6011.6 | 48983 | 6010.7 | 49019 | 60164 | 4893.4 | 6004.1
Variable costs per 1 ha, UAH | 126375 | 12472.6 | 18609.9 | 31118.6 | 119352 | 17691.3 | 10633.1 | 12108.1
Marginal income, UAH/ha | 26639.7 | 40074 | 416253 |-10521.1 | 32284.8 | 9507.3 | 36541.3 | 12529.4

Profitability (loss) of 123.8 -10.8 156.2 -44.5 162.6 14.7 203.8 36.0

production, %

Source: summarized on the basis of statistical data on Agriculture of Ukraine for 2021 (2022)

The situation that has unfolded in the agricultural sec-
tor of the country requires new approaches to organizing
the production activities of agricultural production. In this
situation, the necessity of implementing a diversification
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strategy arises, which would ensure the sustainable devel-
opment of the industry, both economically and ecologi-
cally. Diversification can be used to reduce operational
risk, achieve increased financial synergy, stabilize income,



enhance credit opportunities, and promote growth or
change in the company’s profile. When considering di-
versification of agricultural production, it is worthwhile
to explore the possibility of increasing the acreage under
soybean cultivation. Soybeans are a valuable agricultural
crop that serves as both a food and feed crop, enhancing
its utilization possibilities. Notably, soybean products are
considered an alternative source of nutrition and absorp-
tion for people who cannot tolerate conventional dairy
proteins. This explains the growing demand for soy-based
products among the population. Soybeans belong to one
of the most widely cultivated agricultural crops globally,
and the global trade market for soybeans has increased to
nearly 50-55 million tons over the past two decades (Soy-
beans in crop..., 2020).

Soybeans are also valuable as a preceding crop in
crop rotation planning. They have the ability to ex-
tract hard-to-reach nutrients from lower soil horizons.
Subsequently, soybeans leave behind approximately
70-100 kg/ha of available nitrogen, 20-25 kg/ha of phos-
phorus, and 30-40 kg/ha of potassium in the soil, which
contributes to a 15% increase in maize yield (Global and
domestic..., 2022). The growing demand for soybeans,
coupled with favourable climatic conditions in Ukraine,
has led domestic agricultural producers to become lead-
ing exporters of soybeans. As a result, the expansion of
soybean processing capacities enables national manufac-
turers to take leadership positions not only in raw material
production but also in finished products. Ukraine ranks
among the top ten soybean producers globally. Accord-
ing to preliminary data, in 2021/22 MY, Ukraine exported
1.39 million tons of soybeans, which is only 5% lower
than the previous season’s figure. Key regions for soybean
production in Ukraine include the Khmelnytsky, Poltava,
Zhytomyr, Kherson, and Kyiv regions. Soybean was almost
the only oilseed crop that experienced a slight increase

Iichuk et al. @

in monthly export rates during the war period compared
to the previous period. For instance, from March to Au-
gust 2022, soybean exports reached 507 thousand tons,
exceeding the figure of the same period in 2020/21 MY
by 65%. The main importers of soybeans are the EU and
Turkey (Kazakova & Kondratyuk, 2015; Rozhko, 2022).

When planning the profitability of soybean cultiva-
tion, it is crucial to consider pricing dynamics. The inter-
nal market experiences low price fluctuations due to both
internal and external high demand for this crop. However,
the range of price fluctuations within $400-$650 per ton is
quite noticeable for Ukrainian farmers and does not stra-
tegically solve the problem of decreasing soybean prices
due to logistics issues. The analysis of operating entities
revealed that as of 2020, the average farm size in the For-
est-Steppe zone was around 181 hectares. It was also ob-
served that the trend of farm size growth continued over
the studied period. For instance, if the average farm size
was 22.6 hectares in 1995, it increased to 56 hectares in
2000 and 103 hectares in 2010. Correspondingly, the spe-
cialization of agricultural producers also changed. Over
the last period, farms specialized in producing spring ce-
reals, maize for grain, sunflower seeds, and soybeans. Ap-
proximately 55% of the area was dedicated to grain crops,
including maize for grain, while nearly 30% was allocated
to sunflower, and slightly over 12% to soybeans. On aver-
age, 2 workers were engaged in the production activities
(Development of regional..., 2020).

To determine the level of land utilization, an appro-
priate statistical model was used based on formula (1). As
of 2023, farmers cultivate about 21% of arable land (Ta-
ble 2). Their share in the total number of agricultural en-
terprises reaches 80%. Therefore, the development project
for farms in the Forest-Steppe zone focuses primarily on
state support to increase the utilization of arable land for
farm use through internal redistribution.

Table 2. Project for the development of an average-sized farm in the Forest-Steppe Zone

Medium farm household

Indexes 2022 (fact) 2030 (project)
ha % ha %
In total agricultural land, ha 180.5 100 211 100
Sowing area, hectares 180.5 100 116 55
Crops culture, in total 99.3 55 50 10
including: winter wheat 54.2 30 25 5
corn for grain 24.8 25 21 4.2
Sunflower 50.5 28 20 4
Soy 21.7 12 35
Other cultures 10.9 11 15 3
Annual herbs — — 50 10
Perennial herbs — — 20 4
Haymakers, ha — — 25 5
Population of animals, heads — X 58 X
Cows, heads — X 23 X
The young of the great horned livestock, . X 35 .
heads

Ekonomika APK. 2023. Vol. 30, No. 4
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Indexes
ha
Pigs, heads —

2022 (fact)

Table 2, Continued
Medium farm household
2030 (project)
% ha %
X 100 X

Source: summarized on the basis of statistical data on Agriculture of Ukraine for 2021 (2022)

The next step should involve the revival of the livestock
industry. Livestock is crucial primarily in the socio-eco-
logical aspect of sustainable development. It enables
the creation of additional permanent job opportunities
and serves as a foundation for deepening diversification
efforts. Furthermore, this move can help structure crop-
land, improve crop rotation, and enhance the application
of organic fertilizers. In combination, this will contribute
to strengthening the country’s food security, preserving
natural soil fertility, and restoring the export potential of
livestock products (The state plans..., 2020). For model-
ling the diversification project of farm operations, an eco-
nomic-mathematical model was developed. It forecasts

the production structure of the enterprise based on sci-
entifically grounded approaches to forming crop rotations
and developing livestock — expressed in formula (2).

According to the developed diversification project,
by reducing the area under cereals and correspondingly
increasing the area under soybeans and fodder crops, the
structure of agricultural land use will change (Table 3).
Additionally, it’s important to maintain an unchanged
proportion of livestock in agricultural production cal-
culations. Such an approach is necessary to overcome
the negative processes occurring in this industry, stabi-
lize the situation, and eventually lead the sector to high
profitability.

Table 3. Results of the implementation of the project of diversification of medium-sized farms
in the Kyiv region for the long term

A medium-sized farm

Indicator
In fact, 2022 Forecast for 2030  Forecast to fact index
Area of agricultural land, ha 180.5 211.0 1.2
Number of industries 1 2 2.0
Number of types of products, pcs 4 6 1.5
Production of gross products, thousand hryvnias. total* 4033.6 11 098.8 2.8
including plant products 4033.6 5348.7 1.3
livestock products — 5750.0 h
Employed in agriculture, persons of all 7 3.5
including plant products 2 2 1.0
livestock products — 5 X
Need for investments, only thousand hryvnias X 4797.50 X
including: plant growing X 657.5 X
animal husbandry X 4140 X
Subsidy, thousand UAH X 115.0 X
Total return on investment, years (RI) X 1.7 X
Including animal husbandry X 2.7 X

Source: summarized on the basis of statistical data on Agriculture of Ukraine for 2021 (2022)

The results of calculations indicate the possibility
of achieving maximum crop yields, animal productivity,
and product quality, which will contribute to increasing
production volumes. Optimization of crop area struc-
tures and livestock feeding regimes, coupled with mech-
anisms of state support in the form of subsidies, should
expedite investment returns. It should be noted that the
combination of crop production and livestock farming
should positively impact the ecological and social com-
ponents of sustainable development. These measures
are expected to promote the sustainable development of
the agricultural sector and accelerate the country’s eco-
nomic recovery in the post-war period. The obtained re-
sults align and complement the conclusions reached by
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N.K. Nigam & C.P. Gupta (2020) regarding the overall fea-
sibility of diversification. Similarities can also be drawn
with findings from D. Beillouin et al. (2019), particularly in
terms of the potential for additional benefits from diver-
sification. Agreement can be found with the conclusions
of A.N. Kariuki et al. (2018), who viewed diversification as
a means to expand the product range, and with E. Jahan-
shiri et al. (2023) regarding the positive impact of diversi-
fication on the ecosystem, sustainable development, and
food security. However, it's important to note that focus-
ing solely on the financial component, as highlighted by
PDe Andrés et al. (2017), doesn’t fully encompass the cat-
egory in terms of its influence on the social and environ-
mental aspects of business development.



Additionally, considerable attention has been devoted
to the study of diversification and sustainable develop-
ment by foreign authors. Research conducted in the mid-
20® century and relevant in 2023 includes the works of
H.I. Ansoff (2007) and A.D. Chandler (1990), where the
concept of “diversification” started to be viewed through
the prism of corporate development strategy. Notably,
these studies focused on large corporations, each with
unique development characteristics. H.I. Ansoff (2007)
regarded diversification as an extreme option for busi-
ness development, as entering new markets with new
products is a complex and costly approach. Subsequently,
M.E. Porter (1987) further developed and refined the ideas
laid out by previous authors. Porter defines “diversifica-
tion” as one of three main universal strategies, involving
the creation of a product or service with unique properties
that essentially coincides with characteristics proposed
earlier. These foundational understandings of “diversifi-
cation” are important for its ongoing scientific explora-
tion. J. Claire et al. (2021) advanced the concept of diver-
sification in agriculture. They concluded that in terms of
the potential to generate additional income, farms are not
making sufficient use of diversification mechanisms. The
activities considered by the authors include agro-tourism,
professional services, and primary processing.

Similar conclusions were reached somewhat earlier
by a group of domestic researchers, including M.M. Ilchuk
et al. (2016). Their findings established that creating and
activating existing service cooperatives and developing
agritourism are important directions for expanding diver-
sification. The theoretical portion of their work concluded
that diversification in the agricultural sector is a positive
process of expanding the assortment of products, goods,
and services. It allows enterprises to utilize existing mate-
rial resources, land, and labour more effectively, thereby
reducing production seasonality, increasing employment,
and generating additional income through timely and
well-thought-out industry manoeuvring. Furthermore,
Ukrainian researchers continued this line of study, includ-
ing O.M. Zgurska (2018). Her research extended beyond
the agricultural sector. She viewed diversification as a tool
to overcome crises characterized by inefficient enterprise
functioning and increasing uncertainty in the external en-
vironment. This conclusion is applicable to agricultural
sector enterprises as well.

» Conclusions

Therefore, the development of the agricultural sector in
the post-war period lies in the realm of diversification of
production activities of agricultural enterprises. The in-
crease in the cost of essential resources has led to higher
production costs, while the decrease in product prices has
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affected both short-term and long-term periods. Addition-
ally, the low level of diversification in the agricultural sector
has impacted the financial results of agricultural producers
in 2022 - the cultivation of certain grains became unprofit-
able. For instance, wheat production incurred a loss of 10%,
and maize production suffered a loss of 44.5%.

It should be considered that the primary strategic di-
rections for the development of the agricultural sector in
the post-war period lie in diversification of entrepreneuri-
al activities. Moving away from grain specialization, devel-
oping animal husbandry, and expanding cultivated areas
for soybean cultivation are intended to stabilize the prof-
itability of agricultural activities, ensure sustainable rural
development, and consequently improve the living stand-
ards of rural residents during the post-war period. Trends of
increasing land ownership and land use provide grounds to
expect the average size of a farm to grow to 211 hectares by
2030. Considering these trends, it's advisable to implement
appropriate state regulatory measures that facilitate the
development of animal husbandry. The feasibility of such a
project is projected within three years. This project will help
mitigate risks from market fluctuations and, from an eco-
logical and social perspective, reduce land degradation, op-
timize land use, and create additional jobs. In general, the
projection is to allocate 45% of agricultural land to fodder
crops and increase employment by 3.5 times.

Ithas been determined that diversification of activities
can also have negative consequences, such as increased
managerial complexity, costs associated with developing
new directions, and the potential to lose focus on core ac-
tivities. Therefore, prior to implementing a diversification
strategy, companies should thoroughly analyse their ca-
pabilities and risks. The deepening of theoretical concepts
regarding the diversification of activities for agricultural
producers has been discussed. An optimization model
for the development strategy of agricultural producers
based on the development of animal husbandry has been
proposed. Furthermore, it’s advisable to consider further
research into the category of “diversification of activities”
in the context of household activities in Ukraine; deter-
mining the level of economic efficiency of agricultural
activities in the post-war period; investigating strategic
development directions for the agricultural sector in the
context of supporting key economic entities; identifying
strategic directions for the development of animal hus-
bandry and several other aspects.
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» AHOTaLif. B KOHTEKCTi Cy4acHOro PO3BUTKY arpapHHUX TOBAPOBUPOOHHUKIB, aKTyaJbHOIO € OI[iHKA DiBHA iX
epeKTUBHOCTI [IisJIBHOCTI Ta MOUIYKY BiJUIOBigHOI cTparerii moganbmioro po3BUTKY. Mera crarTi moJisirana y
¢dopMyBaHHiI KOHIeNlii CTaJ0ro PO3BUTKY arpapHUX TOBAPOBHPOOHUKIB Ha OCHOBI IOLIYKYy HaWIOIiJbHIIIOL
cTpateril po3BUTKY. MeTo0/I0Ti9HOI0 623010 CTATTi CTaIM HACTYITHI METOIM HAYKOBOT'O IisHAHHS: OIIMCOBUI METO,
MEeTO/IX BUMipIOBaHHS Ta IOPiBHAHHSA, METOJ] EKOHOMiKO-MaTeEMaTUYHOI'0 MOJIe/IIOBaHHA, iHAYKIIT, NenyKIii, aHa/ i3y
Ta CUHTE3Y, CHCTEeMHO-CTPYKTYPHUN. PO3IIIAHYTO Ta PO3KPUTO CYTHICTh AuBepcudikalil AiAapHOCTI migIpueMcTB
arpapHoi cdepu Ta BU3Ha4eHO IX poJib Y (pOpMyBaHHI CTaJI0ro po3BUTKY. 3 I[i€0 MeTOI0 3[iiCHEHO y3arajJbHeHHA
TEOPETUYHMX I[OJIO)KEHb, YKPAIHCHKMX Ta 3apyOi’KHMX HAyKOBIIB, Kareropiil «guBepcudikamis» Ta «cramuit
PO3BUTOK». B moja/ibioMy npoBeeHo aHali3 Ta 3[iliCHEHO IPOTHO3 3€MJIEKOPUCTYBAHHS CiJIbChKOTOCIOJAPChKUX
MigNIpueMCTB. BcTaHOBJ/IEHO AMHAMIKY 3MiHM CTPYKTYPH IIOCIBHUX ILIOLI B Ilepion 3 1991 mo 2021 poKH, OCKiIbKHA
B caMe B Iled Iepio IOYMHAEThCSA peali3oByBaTUCh arpapHa pedopMa, sKa CIpsAMOBaHA Ha MOIIYK e()eKTUBHOTO
TOBApPOBUPOOHUKA CUILCHKOTOCIIONAPCHKOI MPOAYKILil. Bu3HaueHo, Ik 3MiHIOBajIacs BeJIMYMHA BUTPaT Ha OCHOBHI
pecypcu y depMepchbKUX rocrnogapcrBax KuiBcbkoi obJiacTi Ha IepefofHi Mo4yaTKy BilfHM Ta HMpoaHaJi30BaHO
€KOHOMIYHy e(eKTUBHICTh BHPOIIYBaHHS OCHOBHUX CiIbCBKOTOCIONAPCHKUX KyJABTyp. Ha OCHOBi BCTaHOBJIEHUX
JlaHUX, 3MOfleJIbOBaHa CTpaTeris PO3BUTKY CepPeAHbOCTATUCTUYHOTO (pepMepchKOro rocropapcrBa Jlicoctenosol
30HU YKpaiHH, sIka BPaXOBYE KOHIIENIIiI0 JuBepcu(iKallii JisTbHOCTI Ha OCHOBI BIPOBAIPKEHHsI Ta PO3BUTKY TaJry3i
TBapUHHUITBA. TaKOK, 0OI'PYHTOBAHO HANPSIMU MOJAJIBIIIOr0 PO3BUTKY arpapHuX (hOpMyBaHb depe3 MONINOIeHH
nuBepcudikarliii JissapHOCTI Ha 0CHOBI oITHMIi3allii TOCIBHUX 110111, Pe3ysibTaTl oCTiKeHHSI MOKYTh Oy TH BpaxoBaHi
npu (opMyBaHHI cTpaTeril po3BUTKY MiANIPUEMHHUIIBKUX CTPYKTYp Ta OLiHII IX BIVIMBY Ha CTaJIUil PO3BUTOK Y
TIOBOEHHUH TIepiof
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