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© Scientific problem. At the current stage of 
development of the country, one of the most 
critical areas of activity of the domestic agro-
industrial complex is the material and technical 
support of agricultural producers. The current 
state of the material and technical base does not 
allow to satisfy the technological needs of agri-
cultural enterprises in machinery, equipment, 
equipment and maintenance. 

The situation with the resource supply of 
economic entities indicates the need for mod-
ernization of fixed assets, restoration of lost 
technical potential and its further development, 
implementation of scientific and technological 
progress in accordance with the modern re-
quirements of competitive production. 

Analysis of recent researches and publica-
tions. The theoretical and methodological basis 
of the research of innovation and investment 
development of the material and technical base 
of agrarian enterprises is the main provisions 
outlined in the works of domestic and foreign 
specialists, in particular: V.G. Andriychuk [1], 
IA Blank [2], Ya.K. Belousko [11], M. Blaug 
[3], MI Geroun [10], O.V. Zakharchuk [8, 9], 
G.M. Polivanov [4], . . Lukinov [1], M.M. 
Mogilov [7,8], G.M. Pidysetskii [10,12], A.P. 
Pokynchereda [5] P.T. Sabluk [6] and others. 

The objective of the article is to analyze 
the main indicators of the functioning of the 
material and technical base of agrarian enter-
prises in the context of their development and 
formation of effective use. 

Statement of the main results of the study. 
Implementation of innovation and investment 
resource-saving technologies requires the pro-
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vision of agricultural enterprises with modern 
technical means for the qualitative execution of 
optimum terms of the total volume of techno-
logical operations on cultivation and harvest-
ing. It should be noted that the technics used in 
such technologies is more knowledge intensive, 
since it is equipped with automation systems 
for monitoring and control of technological 
processes. Innovative resource-saving tech-
nologies of growing crops require the use of 
widespread combinations of aggregates, new 
working bodies to ensure favourable conditions 
for the development of plants, energy saving, 
reducing the number of operations for soil cul-
tivation. 

The laws of Ukraine "On stimulation of the 
development of domestic machine building for 
the agro-industrial complex" [1] and "On the 
system of engineering and technical support of 
the agro-industrial complex of Ukraine" [2] de-
fine the main directions of the state policy of 
priority development of the domestic machine 
building for the agro-industrial complex, as 
well as principles. Organizational and eco-
nomic levers aimed at the creation, testing, pro-
duction, sale, use and maintenance of technical 
equipment for the agro-industrial complex. 
Also, the Law of Ukraine "On Stimulation of 
the Development of Domestic Engineering for 
the Agro-Industrial Complex" states that the 
budget allocations to the stated goals amount to 
one percent of the total expenditures of the state 
budget and are aimed at financing measures to 
support the priority development of domestic 
engineering for the agro-industrial complex. 

The main problem is that available invest-
ment volumes are not enough to provide the 
necessary model for reproduction of industry 
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fixed assets. Provision of agriculture with basic 
means does not meet the needs of production. 
So, in 2016 in agricultural enterprises actual 

availability of fixed assets per hectare of land in 
comparison with their normative need was only 
24.2% (Table). 

The main productive assets per 1 hectare of agricultural land 
In Ukraine as of January 1, 2016, UAH [11] 

Fixed assets Actual  
availability 

Normative 
need 

Actual availability to normative 
needs,% 

Buildings, constructions, transmission de-
vices 4131 18441 22,4 

Machinery and equipment 2834 13115 21,6 
Vehicles 689 2868 24,0 

Productive cattle 1099 2005 54,8 
Perennial plantations 207 410 50,5 

Measuring instruments, inventory, tools, 
etc. 950 4140 22,9 

Total 9910 40979 24,2 
Source: Calculations by scientists of NSC "Institute of Agrarian Economics" and own calculations. 

The development of agrarian production re-
quires the availability and structural balance of 
the material and technical base that would meet 
world standards and modern requirements re-
garding the latest technologies. The growth of 
the level of funded security of agriculture, the 
compliance of the fixed assets with the best 
world standards, the development of the tech-
nological and technological potential of agricul-

tural production on an innovative basis is a pri-
ority strategic task. 

According to the official data of the State 
Statistics Service, the main productive assets in 
agriculture as of January 1, 2016 were 38.6% 
(Figure 1). The level of depreciation of fixed 
assets in industry is 76.9%, or twice as high as 
in agriculture. Depreciation of fixed assets in 
transport and communications exceeds the level 
of deterioration in agriculture and is 51.7%.  

 
Figure 1. Degree of depreciation of fixed assets of the main sectors of the national econ-

omy for 1990-2015 years,% 
Source: Calculated according to the statistical collections "Statistical Yearbook of Ukraine" 
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It should be taken into account that almost a 
year ago, the depreciation of fixed assets in the 
transport and communications activities was 
almost 98%, and only after being assigned by 
the State Statistics Service of Rail Transport 
from the transport industry to the industrial one, 
it decreased significantly in the latter. 

If we take into account that the level of wear 
and tear of fixed assets in industry at the end of 
2014 amounted to 60.3%, and in the transport 
and communication sector - 97.9%, then there 
is a misconception that the state of fixed assets 
in agriculture is the best Relative to other sec-
tors of the economy. In the reporting and statis-
tical information of economic indicators of ag-
ricultural activity, there is a somewhat para-
doxical situation regarding the state and repro-

duction of fixed assets in comparison with other 
branches. Thus, if in the early 2000s the same 
level of wear and tendency was changed in the 
national economy, agriculture and industry in 
general, then according to official statistics, in 
2006, the level of depreciation of basic means 
of agriculture, hunting and forestry is signifi-
cantly reduced, especially In 2009-2012. In 
general, the situation in the national economy 
and industry is the opposite. 

The cost of the main productive assets of ag-
riculture by the end of 2015 is UAH 205.6 bil-
lion, Fig. 2. Their annual growth has been noted 
since 2007 (UAH 68.2 billion) and tripled. Dur-
ing this period of time, the value of the new 
fixed assets put into operation exceeds the cost 
of retirement annually. 

 
Figure 2. Degree of depreciation of fixed assets of agriculture in Ukraine and the cost of 

retirement and renewal for 1990-2015,% 
Source: Calculated according to the statistical collections "Statistical Yearbook of Ukraine" 

The disproportionate development of various 
industries affected the share of the value of 
fixed assets of the agrarian sector in the capital 
of the national economy and in 2015, compared 
with 1990, it decreased by almost 14 times. The 
share of agricultural products in the gross do-

mestic product declines much slower - only 
30%. (Figure 3). 

 
In our opinion, the low level of reproduction 

and renewal of the basic productive assets of 
agriculture in comparison with the national 
economy of Ukraine, including without suffi-
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cient state support, the lack of interest of the 
owners themselves - all this has led to a deterio-
ration of the general state of logistics of agri-
cultural enterprises, especially small and me-
dium Forms of management. Only in 2012-

2015, the cost of putting into operation of new 
fixed assets significantly exceeded the cost of 
their disposal, and the main reason for this was 
the inflationary processes. 

 
Figure 3. Share of the value of fixed assets of agricultural and agricultural  

products in gross value added 
Source: Calculated according to the statistical collections "Statistical Yearbook of Ukraine" 

Rationally formed basic production facili-
ties, their optimal correlation between species 
and groups will provide the necessary intercon-
nection of production volumes with the re-
sources of enterprises taking into account spe-
cialization, investment planning, equalization 
of economic conditions of development of 
various types of agricultural enterprises. 

The main directions of solving the problem 
of expanded reproduction of the material and 
technical base of agricultural enterprises are 
objective regulation of the parity of prices for 
agricultural and industrial products, the change 
of depreciation policy in order to increase its 
importance for accelerating the modernization 
of technical and technological processes, re-
forming domestic agricultural machinery, state 

support technically -technological re-equipment 
of agrarian production. 

Conclusions. To solve these and other ur-
gent problems of material and technical support 
of agricultural producers it is necessary: 

To provide conditions for the creation of 
joint ventures of agricultural machine-building 
and licensed production of foreign models of 
equipment on the territory of Ukraine; 

To form an attractive organizational and 
economic mechanism for the development of 
the civilized leasing market of agricultural ma-
chinery and equipment; 

To develop a network of agricultural service 
cooperatives for the joint use of agricultural 
machinery and cooperative movement among 
households. 
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© Scientific problem. Today international 
transportations of Ukraine is a strategically im-
portant and significant segment of the country 
in political, economic and social aspects. Inter-
national transportations of Ukraine account for 
about 6% of the country’s gross domestic prod-
uct herewith creating workplaces for the popu-
lation in the amount of 5% of the total em-
ployed population. 

In general complex of export of agricultural 
products, international transportations take up 
to 20% of all costs incurred in the export of 
products. The main task of international trans-
port services for agrarian enterprises is a timely 
export of agricultural products and timely de-
livery to the importer’s country. 

In conditions of diversification of foreign 
economic relations of Ukraine, the study of is-
sues related to organization of international 
transportation in the foreign trade of agricultural 
products in both theoretical and practical fields 
becomes more and more relevant as rational or-
ganization of transportation of agricultural car-
goes is one of the most important components of 
economic development of the country. 

Analysis of recent researches and publica-
tions. In general, problems of the effective use 
and development of international transporta-
tions were studied by such domestic and for-
eign scientists as G. M. Greiz [3], V. L. Dykan 
[5], O.M. Dorokhovskyi [6], S. Herts S.,  
M. Alfredsson [13], E.F. Riccio [14], R.Paul  
Murphyjr, Donald F. Wood [16], V. Jain,  
S.A. Khan [17], P. Sirisawat, T. Kiataharoenpol 
[18]and others. 
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Transport services of agricultural enterprises 
is devoted to the articles by O. P. Velychko 
[1;2], T.V. Kosareva [8], M.I. Pugachov [10], 
D. A. Sobolev [11], E.V. Shubravskaya,  
E.A. Prokopenko [12]. 

The objective of the article is to investigate 
current organization state of international trans-
portations of agricultural products, to reveal 
their features and outline directions for im-
provement of the situation on agro-logistics 
market. 

Statement of the main results of the study. 
Agricultural products in Ukraine are trans-
ported today by rail, road and river routes. 
About 2/3 of the grain is delivered to ports by 
rail, 1/3 by motor transport and only 3% by 
river transport. In Ukraine there are about 700 
bunkers for storage of grain and oilseeds with a 
total storage capacity of 36 million tons and a 
daily carrying capacity of 1.5 million tons; and 
these indicators constantly increase. About 15% 
of grain and oilseed storage bins of the country 
are state-owned while the rest is owned by ag-
ricultural enterprises, farmers or other private 
owners. The capacity of grain terminals in-
creased from about 7 million tons/year in 
1998/1999 to 52.4 million tons/year in 
2016/2017, with most of the investments being 
made over the past five years. Ukraine has 16 
state ports (with a total storage volume of about 
one million tons of grain and a transit capacity 
of 17 million tons per year) as well as seven 
private ports. 
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Figure 1. Relative share of certain types of transport in carriage of goods  

as of 30.09.2016, %  
Source: [4; 10]. 

International freight transportation of agri-
cultural products from Ukraine in 2016 retained 
its regional structure. As in the past year, the 
largest export international freight transporta-
tion of agricultural products falls on the coun-
tries of Asia and their share is 45.8% of the to-
tal share of exports. The second place is the 
European Union - 32.6%, the third is Africa. 

Despite the fact that shipments to certain 
Asian countries increased tenfold (for example, 
cargo transportations to Indonesia increased 52 
times, transportation of grain to Bangladesh 
increased significantly, reaching almost 1 mil-
lion tons), in general, exports of agricultural 
products to Asian countries decreased by 1, 4%. 

The largest growth was demonstrated by ex-
port cargo transportations of sugar, which grew 
by 8 times, sunflower seeds – 7 times, wheat – 
by 75%, bakery and confectionery – by 50%. 
Traditionally waste and residues of the food 
industry (bran, solid waste and cake, forage 
flour) are of demand on the Asian market as 
well as seeds of oilseeds and cereals. At the 
same time, transportation of export corn (35%), 
soybeans (by 36.7%), barley (by 30.1%) and 
rape (77.3%) decreased [4]. 

Quotas received by Ukrainian exporters un-
der the Agreement with the European Union 
were implemented at the beginning of the year. 
In general, only within the first 9 months of 
2016, export transportations of agricultural 

products brought about 3 billion USD to 
Ukraine. Traditional partners of Ukraine which 
account for the largest international cargo 
transportations were the Netherlands, Spain, 
Italy, Poland and Germany. 

Considering the structure of export transpor-
tations, it should be noted of growth of supplies 
of high value-added products – margarine, 
sugar, fruit and vegetable products. In 2017 
quotas for deliveries to Europe of wheat, corn, 
barley, oats, honey, wine, processed tomatoes 
are increased. 

According to the results of three quarters 
growth of export transportations deliveries of 
food to Africa was 10%, exceeding 2 billion 
USD. Freight transportations to Egypt, Libya, 
Turkey and Tunisia account for the bulk of ex-
ports of Ukrainian agricultural products to the 
African region. 

Traditionally, African countries import 
Ukrainian grain (wheat, barley, corn) oilseeds 
and seeds of oilseed crops (soybeans, sun-
flower, flaxseed). In 2016, it was possible to 
increase export transportations to Africa by in-
creasing exports of chicken meat, wheat flour, 
tomatoes, chocolate, dried beans, cattle, malt, 
chicken eggs [4]. 

International cargo transportations from 
Ukraine to the CIS countries in 2016 decreased 
by almost a quarter, the main reason for such a 
fall was the blockage by Russia of the Ukrain-
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ian transit traffic to Central Asia and Kazakh-
stan. Cargo transportation to Kazakhstan was 
redirected through the Odessa seaport, transit 
through Georgia and Azerbaijan which led both 
to an increase in terms of transportation and 
their cost. As a result, the share of CIS coun-
tries in exports of agricultural products fell to 
7.1%, the main importers - Belarus, Kazakhstan 
and Moldova. At the same time, the share of the 
Russian Federation in the overall structure of 
food exports was less than one per cent – only 
0.95%, falling freight turnover was 65%. Fully 
suspended cargo transportation to Russia of 
milk and dairy products, meat, fish, honey, 
poultry eggs, oilseeds, confectionery, sausages, 
beer, vegetables, fruits and nuts [4]. 

Today, the situation of agro-logistic complex 
of Ukraine does not correspond with the inter-
ests of Ukraine: the country loses its positions 
on international markets of transport services, 
becoming increasingly dependent on foreign 

transport and forwarding entities operating both 
outside its borders and on its territory. Ukraine 
does not use its transport potential at full capac-
ity. 

Among the European countries, Ukraine has 
the highest transit rate which is 3.75. All this 
thanks to a powerful transit system which can 
pass through one year: about 200 million tons 
of goods by pipelines; railways, inland water-
ways and motor transport more than 60-70 mil-
lion tons of goods. Statistical indicators prove 
that transportation system of Ukraine does not 
work at the maximum capacity, that means that 
the existing transit potential of Ukraine is used 
by 70%, while public transport (without pipe-
lines) is only 50%, in monetary terms it is about 
5-7 billion USD. 

The main problems of development of inter-
national transportations of agricultural produc-
tion in Ukraine are: 

 
Figure 2. Main problems of development of international transportations of agricultural 

products in Ukraine 
Source: [1; 5]. 

Besides the identified problems, it should 
also be noted that at the end of 2016 experts of 
the Association of Agrarian Carriers of Ukraine 
conducted a comprehensive analysis of the 

agrarian market and obtained the following re-
sults. The main trends in the segment of the 
Ukrainian logistics market were determined 
[11, p. 45]: 
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deficit of automobile and railway transport 
of agro-industrial companies; 

low-quality and untimely provision of ser-
vices by agro-carriers; 

late delivery of products; 
fluctuations in transportation tariffs; 
unpredictable risks not only due to changes 

in climatic conditions; 
absence of planned orders system for trans-

portation of products; 
advantage of uneven distribution of transport 

orders; 
increase of risks of non-payment for pro-

vided transport services; 
deterioration of technical condition of the 

fleet of vehicles; 
bad state of the infrastructure which deepens 

the problems; 
deterioration of main roads state and access 

roads. 
Thus, besides economic losses and lack of 

profit by agricultural producers, there is a like-
lihood of a shortage of agricultural products on 
the shelves of retail outlets, a rise in prices for 
agricultural products for the population. 

Except infrastructural problems situation 
with traffic organization on trucks is compli-
cated by the quality of domestic diesel fuel 
which is difficult to use in sub-zero tempera-
tures. But still, speaking in general about the 
quality of roads and access roads in Ukraine, 
regardless of weather conditions which can 
only aggravate their condition, it is necessary to 
solve this problem comprehensively to all par-
ticipants of the agrarian market – to customers, 
carriers, state bodies and representatives of the 
authorities at the local level. It is necessary to 
revise tariff rates for cargo transportation, 
which correlate with the main items of trans-
portation costs, first of all, the fuel cost. 

A significant problem is the lack of invest-
ment by the state. The major investors in the 
development of transport system are first and 
foremost international financial institutions, 
first of all EBRD, international financial institu-
tions which is explained by the importance of 
Ukraine’s role as a “transiter” in the transport 
strategy of the European Union. 

For realization of potential of Ukraine’s lo-
gistics system and significant increase of its 
efficiency, the state should as well as transport 

logistics companies, shippers and business as-
sociations jointly develop programs or reforms 
that will help eliminate the main problems and 
deficiencies in such areas [5, p. 15]: 

increase of efficiency of logistic activities in 
international transportations of agricultural 
products; 

creation of a barrier-free environment; 
personnel development in the field of logis-

tics; 
implementation and development of new lo-

gistics products and solutions; 
increase of investments in transport and lo-

gistics infrastructure; 
consolidation of logistics competences, crea-

tion of partnerships. 
One of the crisis management mechanisms 

of the state administration of agro-logistic 
complex of Ukraine is the implementation of 
perspective aspects of international cooperation 
in the field of transport communications which 
will serve as a factor for the development of 
ports, necessary infrastructure, logistics, solv-
ing social problems in the regions and in gen-
eral growth of transport and economic opportu-
nities of all its participants. 

Consider, for example, the main positive as-
pects of creation of the transport corridor 
Gdansk – Odessa. It should be noted that this 
transport corridor is important not only for 
Ukraine but also for Poland. Length of the cor-
ridor is 1 514 km by rail and 961 km by road. 
The main benefits which this transport corridor 
creates for Ukraine lies in the fact that it greatly 
speeds up, decreases and reduces the cost of 
transporting goods from Northern and Western 
Europe, the Middle East and North Africa. Op-
timization component of reducing the traffic 
route relative to the maritime route around the 
European continent is from 2,000 to 3,500 km. 
Besides, the project allows reaching optimiza-
tion on the way from Gdansk to Istanbul 
through Odessa for about 3,100 km. 

Together with the European transport corri-
dor which includes ferry crossings through the 
Black and Caspian seas, the railways of Tran-
scaucasia and Turkmenistan, the new corridor 
is able to provide the minimum distance of 
transportation of the countries of the Baltic ba-
sin to the Caucasus region and Central Asia. 
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To position Ukraine effectively on the world 
transport market, there is a need to solve a 
number of problems of the national transport 
system and to implement new foreign tenden-
cies in its functioning. 

Modernization of Ukraine’s transport infra-
structure, including for transportation of agri-
cultural products will enable the country’s par-
ticipation in implementation of “One Belt – 
One Way” project. Part of the flow of goods by 
China - Western Europe - China can transit 
through the territory of Ukraine. 

Competitiveness of products is determined 
not only by the quality of its production, low 
cost, but also by timely delivery at the lowest 
cost. The transport and logistics capacities of 
the countries-members of the Black Sea Eco-
nomic Cooperation Organization are an effec-
tive platform for creation of agro-hubs. Favour-
able geographical location, OBSEC member 
countries are active exporters in the global food 
market which will increase the speed of traffic, 
increase the throughput and deepen mutually 
beneficial cooperation. 

Priority direction of state regulation remains 
improvement of legal and regulatory frame-
work for the development of transport system 
and market for transport services, in particular, 
creation of a regulatory and legal framework 
governing the quality of transport services, mo-
bilization training of transport organizations 
and the implementation of development of pub-
lic-private partnership mechanisms that provide 
a clear legislative distribution of rights, respon-
sibilities and risks between the state and the 
investor as well as the definition of priority ar-
eas of these transport mechanisms [6, p. 61]. 

Consequently, analysing the work of well-
known scientists in the field of public admini-
stration and economy, as well as the main regu-
latory documents and state priority programs 
for the development of the transport and logis-
tics sphere it can be noted that the main system-
wide problems of state regulation of transport 
industry development in Ukraine are as fol-
lows: 

availability of territorial and structural dis-
proportions in the development of transport in-
frastructure; 

insufficient quality of transport services; 

low export of transport services, in particular 
the use of transit potential; 

insufficient level of transport security; 
increasing the negative impact of transport 

on the environment. 
Thus, in Ukraine there were significant limi-

tations on growth of economy due to insuffi-
cient development of the transport system. New 
approaches to state regulation mechanisms are 
needed that determine the main strategic direc-
tions and targets for the development of the 
transport system. 

During creation of anti-crisis mechanisms of 
state management of logistics of the Ukrainian 
agro-industrial complex, it is improper to ne-
glect logistic approaches which allow taking 
the most effective solutions in the field of 
transportation, which should be implemented in 
the transport-logistic mechanisms. In develop-
ing the above-mentioned state crisis manage-
ment mechanisms it is necessary to take into 
consideration [5]: 

acceptable measures that can be used by 
state institutions regarding the activities of pri-
vate entities; 

instruments and measures of state influence 
on economic processes; 

character of economic relations between 
economic units subject to regulation by the 
Ukrainian legislation; degree of responsibility 
of the parties; 

interactions of state institutions with objects 
of economic activity which are in full or in part 
state ownership; 

division of powers between state bodies at 
the state and regional levels. 

Conclusions. At present, the insufficient de-
velopment of state regulation methods of inter-
national logistic processes in general, including 
the regulatory framework, affects the state of 
international transportation of agricultural 
products. State regulation of agro-logistics shall 
include development and application of eco-
nomic and administrative methods of state in-
fluence, analysis of regulatory and legal support 
of logistics activities as well as forms of im-
plementation of state functions in managing 
processes that will allow creating a basis for 
synchronization and management of agro-
logistics. Taking into account that the lion’s 
share in the structure of logistics of agro- indus-



 , 2017,  9 51

trial complex of Ukraine, as well as in the 
whole in logistics, is occupied by railway 
transport, it is the main carrier of cargo and 
passengers. Reformation of the logistics sector 
is not just a sanation-optimization measure for 
the development of agricultural products ex-
ports today, but an objective necessity. Refor-
mation is the first step towards adapting 
Ukraine’s transport to the standards of the 
world and the European Union, as well as the 

opportunity to maximally clear and make mar-
ket mechanisms transparent. At the same time 
reformation requires a qualitative improvement 
of the legislative framework and optimization 
of the organizational structure, which requires a 
systematic integrated approach for developing 
an effective nationwide program for the devel-
opment of transportations in the export of agri-
cultural products. 
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© Scientific problem. Agriculture is a major 
user of natural resources such as land and wa-
ter; it influences eco-systems and biodiversity 
and shapes rural landscapes. It has a complex 
relationship with the environment; it creates 
greenhouse gas emissions but also acts as car-
bon sink, it has a potential to foster or harm 
ecosystems; can be considered as a provider of 
cultural landscapes but also as a polluter of 
natural resources (land, water). 

Most countries aim to ensure the production 
of food, feed, fuel, and so on while achieving a 
wide range of environmental and social objec-
tives. Typically, policy objectives relate to the 
security of supply, the safety of food, the welfare 
of farm families, the viability of rural areas, 
while ensuring the health of the environment and 
the good management of animals. Increasingly, 
public interest is placing more emphasis on the 
processes and methods used in the agri-food 
production chain – as well as the effects on the 
environment and the longer term sustainability 
in particular of the land and water resources on 
which the sector heavily depends. To this end, 
governments have put in place a variety of agri-
cultural and agri-environmental policy support 
instruments, environmental regulations and other 
policies that apply across the economy as a 
whole. There is a complex interaction of these 
policies: agricultural policy instruments as well 
as agri-environmental policy measures affect the 
environmental performance of agriculture, while 
environmental regulations and economy-wide 
policies have an impact on the economic per-
formance of the sector. 

Analysis of recent researches and publica-
tions. In order to analyze the various Cross 
compliance approaches used in EU, it is useful 
to put those approaches within the context of 
                                                 
©  O.D. Kovalchuk, 2017 
 

the range of policy instruments and instrument 
mixes to support farm incomes and those to 
improve environmental performance. 

Legg W. and Diakosavvas D. research the 
possible policy options to provide income sup-
port and separately to improve environmental 
performance, which includes defining the rele-
vant terms; examine the links between envi-
ronmental regulations, agricultural income sup-
port payments, agri-environmental payments 
and Cross compliance; and describe the Cross 
compliance approaches in OECD countries [8]. 

Underwood E. and Tucker G. reviewed what 
the EU regulations define regarding Ecological 
Focus Areas (EFA) Cross compliance require-
ments and what EFA rules have been put in 
place in 13 case study countries and regions. 
EFAs, one of the three greening measures for 
which payments are received under Pillar 1 of 
the CAP, are intended to safeguard and im-
prove biodiversity on farms, and member states 
were required to select crop types and define 
other elements that benefit biodiversity in their 
country [13, p.14, 21-32]. 

Nesbit M., Paquel K. and Illes A. examine 
experience in the use of the European Structural 
and Investment Funds to deliver climate policy 
objectives, with a particular focus on the funds 
that fall under the remit of the European Re-
gional Development Fund and the Cohesion 
Fund. They look at the mechanisms introduced 
in the 2014-20 programming period to ensure 
the mainstreaming of climate objectives, and 
identify both successes, and areas which could 
be improved. They then consider the implica-
tions of the Paris Agreement for future pro-
gramming periods, and sets out recommenda-
tions. The research has been based on a review 
of relevant legislation, policy documents, 
guidelines, and literature, together with an as-
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sessment of monitoring information provided 
on the websites [11]. 

Social inclusiveness concerns need to be 
more explicitly worked into the Green Box, 
through a better targeting of Green Box trans-
fers, noted Irene Musselli [10]. The approach is 
twofold: provide some leeway for direct pay-
ments not subject to agri-environmental Cross 
compliance conditions, but narrow eligibility to 
“low income, resource poor, or subsistence 
farmers, including disadvantaged or vulnerable 
communities and women” 

Issues of the Cross-compliance requirements 
are also considered in the works of many 
Ukrainian scientists, including Fylyuk G. [6], 
Popova O. [12], Zinchuk T. [14] and others. 

The objective of the article is to research 
an institutional  mechanism of EU Cross-
compliance that links direct payments to com-
pliance by farmers with basic standards con-
cerning the environment, food safety, animal 
and plant health and animal welfare, as well as 
the requirement of maintaining land in good 
agricultural and environmental condition. 

Statement of the main results of the study. 
Common Agriculture Police (CAP) is the main 
agriculture policy instrument of the European 
Union. But the CAP is not only about agricul-
ture and, while 96% of the CAP budget sup-
ports agriculture, it also covers forestry and 
some more general services destined to rural 
areas with the remaining funds. EU member 
states may also implement domestic policies 
that support agriculture, in addition to the CAP. 
In many ways CAP 2014-20 can be character-
ized as a continuation of the CAP 2007-13. Its 
overall funding is almost constant and the two –
pillar structure is maintained. At the same time, 
new measures, increased flexibility and more 
binding instruments were introduced. The proc-
ess formulating the new CAP 2014-20 started 
in 2010. 2014 was a transition year with the 
introduction of pillar 1 (direct payments to 
farmers and market measures), implemented in 
full in 2015 and the full implementation by 
member states of pillar 2 (rural development 
measures) occurred in 2016. Market measures 
and most of direct payments (pillar 1) are 
funded by the European Agricultural Guarantee 
Fund (EAGF), rural development measures - 

European Agricultural Fund for Rural Devel-
opment (EAFRD). 

The overall budget of the CAP, including 
co-funding and top-ups by member states, adds 
up to EUR 426 billion over the seven years of 
the CAP 2014-20 lifespan, of which 14% is 
funded by member states. Statutory co-funding 
ratios vary according to the payments and re-
gions. When taking into account the additional 
amounts of top-ups, the share of member states 
funding of the CAP from own budgets vary 
from about 50% in Finland and Luxemburg to 
less than 5% in Denmark, Croatia and Slovenia. 
4% of the overall budget are spent at EU level 
for common market organization and the re-
maining 96% are attributed to member states 
for pillar 1 and 2. Taking into consideration pil-
lar 1 direct payments to farmers, and those ex-
penditures on rural development programmers 
that are implemented as direct transfers to 
farms, the share of the CAP agricultural expen-
diture transferred to farms is 90% [2, p.24]. 

Most new features of the CAP 2014-20 are 
in pillar 1. These include the budgetary provi-
sion for a Crisis reserve, the per hectare Green-
ing payment, the mandatory Young farmer top-
up and a number of choice schemes, including 
the sector (commodity) specific Voluntary 
Coupled Support payment, the additional pay-
ment to the first hectares also called the redis-
tributive payment, the payment to Areas with 
Natural Constraints, the limits put on high lev-
els of payments under degressivitv and the 
small farm simplification scheme. While most 
measures under pillar 1 continue to apply 
across the board to all farms, the CAP 2014-20 
offers member states more flexibility to tailor 
and target pillar 1 expenditures to support own 
objectives, while this has always been true for 
pillar 2 Rural Development Programmes [1]. 

EU farmers are required to respect the vari-
ous standards set down in EU legislation (Di-
rectives and Regulations) on the environment, 
climate change, good agricultural condition of 
land, public, animal and plant health and animal 
welfare. These requirements are commonly re-
ferred to as Cross compliance. 

The concept of Cross compliance as a policy 
term originated in the United States of Amer-
ica. It has been used since the 1970s to refer to 
various conditions (environmental and other) 
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that farmers have to meet in order to be eligible 
for assistance under government support 
schemes for agriculture, notably the commodity 
‘programs’. Cross compliance was a policy re-
sponse to the detrimental impacts of agricul-
tural intensification. Farmers claiming support 
had to meet the rules for that programme and 
certain obligations of other programmes: thus 
making a link “across programmes” which gave 
rise to the term “cross-compliance” [3]. Cross 
compliance has been used in the US principally 
in an effort to control soil erosion, prevent the 
conversion of grassland to arable in areas with 
‘highly erodible’ soils and to halt the loss of 
wetlands. The use of this term has since been 
extended to refer to linkages between environ-
mental and agricultural polices in other parts of 
the world, especially Europe. 

The discussion about the relevance of Cross 
compliance to European agriculture emerged dur-
ing the 1990s, along with a growing commitment 
within the EU to integrating environmental con-
siderations into agricultural policy. The introduc-
tion of direct payments for Common Market Re-
gimes was a major element of the 1992 “Mac-
Sharry” reforms of the CAP [7]. A debate was 
prompted on the wider purpose of agricultural 
support policies and the possibility of requiring 
farmers to provide society with tangible social or 
environmental benefits (multifunctionality) in 

return for such payments. The MacSharry re-
forms also introduced a modest measure of 
Cross-compliance on certain elements of the CAP 
such as the management of compulsory set-aside 
in arable cropping and gave member states scope 
to apply conditions to direct payments in certain 
Common Market Regimes.  

Cross Compliance aims at ensuring the safe 
production of food, the welfare of animals, the 
sustainable use of land, the maintenance of natu-
ral resources and limiting climate change. Cross 
Compliance requirements are for beneficiaries 
(EU farmers) of the Basic Payments and other 
Area Based Schemes such as the Greening Pay-
ment, the Young Farmers Scheme, the Areas of 
Natural Constraints Scheme, the Green Low 
Carbon Agri Environment Scheme, the Agri-
Environment Options Scheme, the Organic 
Farming Scheme and the Beef Data and Genom-
ics Programme. Farmers must comply with, in 
respect of the 13 Statutory Management Re-
quirements (SMRs) and the 7 Good Agricultural 
and Environmental Condition (GAEC) standards 
applicable from 1 January 2015, following the 
reform of the CAP (Figure). It is important to 
note that in the 2015 reform of the CAP no new 
or additional Cross Compliance requirements 
have been added and the number of SMRs has 
been reduced from 18 to 13. In addition some 
requirements have been simplified. 

 
Figure. The general structure of Cross compliance requirements 

Source: Developed by the author based on [4; 5; 9]. 
GAEC 1. - Establishment of Buffer Strips 

along Watercourses. The aim of this GAEC stan-
dard is to protect watercourses against pollution 
and run-off from agricultural sources by main-

taining buffer strips. These requirements restrict 
the application and storage of chemical and or-
ganic fertilisers along watercourses and beside 
wells and boreholes. Watercourses are all surface 
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waters, including coastal water, estuaries, lakes, 
ponds, rivers, streams, canals and field 
ditches/drains. It also includes temporarily dry 
drains. 

GAEC 2,3 are where use of water irrigation is 
subject to authorisation, compliance with au-
thorisation procedure and protection of ground 
water against pollution. These standards protect 
ground water against pollution. Groundwater is 
defined as all water which is below the surface 
of the ground in the saturation zone and in direct 
contact with the soil/subsoil. Substances com-
monly found on a farm that may cause ground 
water pollution include: onstituents of sheep 
dip; agri chemicals (fertilisers, pesticides, herbi-
cides, fungicides, detergents); hydrocarbons 
(fuel oil, hydraulic fluids, lubricants, waste oils, 
batteries); metals; dairy detergents; substances 
that affect the taste/odour of groundwater. 

Farmers must ensure that: 
 agri-chemical stores are sited well away 

from drains, waterways and drinking water 
supplies; 

 pesticides are stored in marked secure 
cabinets, sufficiently bunded to contain the vol-
ume of pesticide stored in them; 

 any spillages cannot escape to ground 
waters through drains, soak ways, wells, bore-
holes and watercourses; 

 fuel tanks are correctly located and 
maintained with no evidence of discharge; 

 waste oils and old batteries are properly 
disposed of; 

 sheep dipping tanks are of sound con-
struction and have no outlet pipe or valve at the 
base of the tank 

 sheep dipping tanks are empty and se-
curely covered when not in use 

 where in exceptional circumstances a 
burial licence is granted to dispose of animals 
on farm, this should be done in a manner that 
prevents pollution. 

GAEC 4. - Minimum Soil Cover. The aim of 
this GAEC standard is to protect soil from ero-
sion by ensuring minimum soil cover. Activi-
ties such as inappropriate ploughing and land 
reclamation works could lead to the removal of 
soil over a prolonged period of time. Ploughing 
restrictions are the same as outlined in SMR 1. 
Farmers should make every effort to avoid 
practices that could lead to erosion and must 

provide green cover from a sown crop within 4 
months of the ploughing. GAEC 5-7 are mini-
mum land management reflecting site specific 
conditions to limit erosion, maintenance of soil 
organic matter level through appropriate prac-
tices and retention of landscape features - 
minimum level of maintenance. 

SMR 1. - Protection of Water against Pollu-
tion caused by Nitrates. This requirement is to 
reduce the pollution of waters caused by ni-
trates and phosphates occurring from agricul-
tural land and farmyards. This SMR applies to 
all beneficiaries. SMR 2. Conservation of Wild 
Birds. It’s aimed at protecting all wild birds, 
their eggs and nests. This SMR is applicable to 
all farmers and all land. There may be addi-
tional rules to comply with if farmers have land 
designated as a Special Protection Area. The 
removal of vegetation from a field, e.g. scrub 
that is beneficial to birds is not permitted dur-
ing the bird nesting season (1st March to 31st 
August inclusive). As hedgerows are landscape 
features they cannot be removed at any time of 
the year. Trimming, cutting of trees and/or 
hedges during the bird nesting season is not 
permitted unless farmers are directed to do so 
by their Local Authority in the interests of 
health and safety. SMR 3. - Conservation of 
Natural Habitats and of Wild Flora and Fauna. 
This SMR is applicable only to farmers with 
land designated as a Special Area of Conserva-
tion to protect important habitats and species of 
flora and fauna (plants and animals). 

SMR 4. - Food and Feed Hygiene - to all 
farmers both as food and feed business opera-
tors producing food or feed from plants and 
rearing animals for food or producing products 
of animal origin. The objects of inspections are: 

 checks to verify that food and feed are 
produced and stored in a safe manner; 

 checks on the maintenance of traceabil-
ity systems e.g. records; 

 checks that the dairy/milking parlour, 
equipment and cow housing is kept clean and in 
good repair and that the dairy is isolated from 
sources of contamination e.g. that screens and 
doors between the dairy and milking parlour 
and dairy and outside environment are in place 
and properly maintained; 

 checks to verify the adequate control of 
vermin; 
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 checks on hygiene during milking; 
 checks on the observation of withdrawal 

periods. 
SMR 5 - Restrictions on the use of Substances 

having Hormonal or Thyrostatic Action and Beta 
- Agonists in Farm Animals. The aim of these 
requirements is to prohibit the illegal use of sub-
stances that have a hormonal or thyrostatic action 
and beta-agonists in animals, and to prevent the 
residues that these substances leave in meat and 
other foodstuffs from entering the human or ani-
mal food chain. This SMR applies to all farmers 
keeping animals. Farmers must: comply with the 
EU hormone ban; comply with withdrawal peri-
ods for animal remedies authorised under the ex-
ceptions to the hormone ban; make available all 
veterinary medical records relating to restricted 
substances on request. SMR 6. - Pig Identification 
and Registration (SMR 7 - cattle; SMR 8 - 
sheep/goat). The aim of these requirement are to 
maintain the system for the identification and reg-
istration of animals to facilitate their traceability 
and to reduce the risk of spreading disease. It is 
critical that traceability of animals is maintained 
at the highest level. SMR 9. - Prevention and 
Control of Certain Transmissible Spongiform En-
cephalopathies. This requirement is to minimise 
the risk posed to human and animal health by cer-
tain Transmissible Spongiform Encephalopathies 
(TSEs). These requirements apply to farmers if 
they keep farmed animals. SMR 10. - Plant Pro-
tection Products (Pesticides). It seeks to ensure 
that where pesticides are used, this use is neces-
sary, and that they are used in a manner that 
minimises risk to the user, the environment and 
the food chain. All pesticides purchased and used 
must be registered with the Pesticide Control Di-
vision. This registration requirement ensures that 
companies placing such products on the market 
have them properly labelled and packaged, and 
that they bear a valid registration number. 

SMR 11. Welfare of Calves (SMR 12 – pigs, 
SMR 13 - farm animals). The aim of these re-
quirement are to ensure the welfare of animals 
by meeting minimum standards for their care 
and husbandry.  

Beneficiaries must adhere to Cross compli-
ance requirements for the entire calendar year. 
The beneficiary is the person responsible for 
ensuring the Cross Compliance rules are met 
and must make sure that the following people 

also meet the rules: persons acting for them (or 
under their control) on their holding e.g. con-
tractor/farm employee; persons with access to 
the holding under the terms of an agreement 
e.g. short-term rental agreement. For those re-
quirements regarding the identification, regis-
tration and welfare of animals, it is the herd 
keeper/herd owner who is responsible for com-
pliance. The rules apply to all the lands farmed 
by the beneficiary, including commonage. 

There is a Farm Advisory System (FAS) in 
order to aid farmers in meeting their Cross Com-
pliance obligations and to help farmers avoid fi-
nancial reductions under Cross Compliance, in 
respect of SMRs and GAEC. A FAS advisor act 
as a ‘general consultant’, linking all of the differ-
ent elements of farming, including the financial 
aspects with the various compliance require-
ments. The existence of FAS ensures that each 
farmer can seek and receive advice on Cross 
Compliance. The use of the FAS is voluntary.  

Paying agency, in most countries it’s De-
partment of Agriculture, has to inspect Cross 
compliance requirements in association with 
others structures and local government. Cases 
selected for inspection are chosen by risk 
analysis, appropriate to that Cross compliance 
measure, supplemented by a randomly selected 
component: 

 1% of all beneficiaries are selected for 
full Cross ompliance inspections; 

 3% of bovine herds are inspected for 
bovine identification and registration require-
ments; 

 3% of ovine/caprine flocks/herds are in-
spected for ovine/caprine identification and reg-
istration requirements which must include 5% 
of the national flock/herd. 

If an applicant is found to be in breach of 
Cross compliance through negligence, a sanction 
of 3% of the support payment will generally ap-
ply but this can be increased to 5% or decreased 
to 1% depending on the extent, severity and per-
manence of the infringement. However, not every 
breach of the requirements or standards results in 
an automatic financial sanction. Where the breach 
is considered to be minor and remedial action is 
taken within the stipulated period, no sanction 
will apply. Where the non-compliance is deemed 
intentional, a reduction of 20% shall generally be 
applied. The sanction can be increased up to 
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100%, or reduced to 15%, depending on the seri-
ousness of the non-compliance. In extreme cases, 
the sanction can extend beyond the year of the 
finding. In the case of an infringement of the 
same requirement, or standard occurring more 
than once, within a consecutive period of 3 calen-
dar years, the sanction will be trebled and this is 
called Reoccurrence which was previously 
known as Repetition. 

Local authorities and other competent con-
trol authorities are required under EU/National 
law to report breaches of these Regulations to 
the Basic Payment Unit. The Basic Payment 
Unit will then determine if a sanction under the 
Basic Payment Scheme and other area-based 
schemes is appropriate. 

Conclusions. After years of continuous and 
progressive reform, the new measures intro-
duced by the CAP 2014-20 may be seen as an 
attempt to offer member states more flexibility 
to adapt a common set of policies to their own 
conditions by using the choice elements of the 
CAP, while at the same time adding more uni-
formity through the internal and external con-
vergence of per hectare payments. Member 
states have embraced to varying degrees the 
increased flexibility and at this point in lime it 
is unclear how these measures are combined 

and tailored to support CAP objectives as re-
gards farm productivity and income. 

Cross compliance is implemented under two 
main areas: Statutory Management Require-
ments (these SMRs refer to 13 legislative re-
quirements in the field of the environment, food 
safety, animal and plant health and animal wel-
fare) and Good Agricultural and Environmental 
Condition (this obligation of keeping land in 
good agricultural and environmental condition 
refers to a range of standards related to soil, the 
protection and maintenance of soil organic mat-
ter, avoiding the deterioration of habitats and 
water protection). 

Cross compliance introduced measures 
which are important for society in general, such 
as nitrate limits in fertilisation practices, pro-
tecting NATURA 2000 areas, food safety, ani-
mal welfare and the traceability of food from 
animals, biodiversity and climate change. Cross 
compliance, through making a link between 
these rules and the CAP payments, makes the 
CAP more compatible with society expecta-
tions. Cross compliance helps make european 
farming more sustainable, in particular, through 
better awareness of CAP beneficiaries of the 
need to respect the statutory rules. 
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