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Economics of seed production

Yurii Lupenko,
Editor-in-chief of the journal “Ekonomika APK”

This year, Ukraine is steadily approaching the
next agricultural record - exceeding the 80 millionth
volume of the gross grain harvest. Its achievement
was possible due to favourable weather conditions
and the victorious labour of the Ukrainian peasant-
ry, and the expansion of the solidification of mod-
ern technologies, high-quality resources, primari-
ly seeds. Considering the scale and capabilities of
domestic agriculture, the seed market is becoming
more and more competitive; the world’s leading
companies are working on it, which are gradual-
ly replacing national seed producers. Under such
conditions, the system of state regulation of this
market is becoming increasingly significant, thus,
to ensure anticompetitive actions or changes in the
political and (or) economic situation in the world
do not result in significant losses of the achieved
production volumes and the emergence of threats
to the food security of the state. The problems of
this segment of the domestic agricultural economy
are considered in the study by the academician of
NAAS Yu.O. Lupenko, doctor of economics, prof.
0.V. Zakharchuk, candidate of economics Ya.FE Nav-
rotskyi which is presented to the readers.

Regarding other markets, the author hopes for
interestin theresearch results on the modernisation
of land relations written by academician of NAAS
P. T. Sabluk; efficiency of economic cooperation

in the milk market by the doctor of economics,
prof. A.O. Zainchkovskyi and M.V. Krivun; foreign
trade with the countries of the European Union by
the doctor of economic sciences H.V. Spaskyi.

Continuing the research results on the prob-
lems associated with the COVID-19 pandemic is
the research of doctors of economics, professors O.
M. Mohylnyi and N. I. Patyka, which the authors con-
sider the issue of protected employment of the rural
population. Among its features, should be highlight-
ed innovative approaches to solving the problem.

The subject of innovation is discussed in the re-
search by the doctor of economics O.M. Nechyporen-
ko, candidate of agricultural sciences Yu.M. Nosen-
ko and L.M. Sinelnyk on the financial incentives
for developing scientific and innovation clusters.

The results of research by young scientists,
in particular, O.S. Lukova on the classification of
financial instruments, D.M. Lialko concerning the
income from the export of Ukrainian corn (note
that profit is an important indicator, but first of
all - an economic category!), O.V. Lebid on e-gov-
ernment of the economy of the future are widely
presented in the issue of the journal.

Hopefully, such a palette of scientific subjects
will contribute to the growth of the journal’s popu-
larity and more fully satisfy the interests of different
categories of readers.
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Scientific Support of the Organisation of State Regulation of Seed
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» Abstract. Inrecentyears, Ukraine has seen rapid growth in agricultural business, which is a key sector of the Ukrainian
economy. Farmers are well aware that to reduce production costs in crop production, improve product quality, and
increase profitability, it is extremely crucial to use high-quality seed material. The purpose of the research - based on
the results of the analysis of the state of the seed industry of the country and scientific support of the organisation of
state regulation of seed development in Ukraine to substantiate proposals for its improvement, using the experience
of advanced countries. Justify measures designed to improve the system of domestic legislation in the field of seed
production, payment of breeding and licensing fees and proposals to reduce the dependence of agricultural production
on seed imports. Methods used: monographic (analysis of the state of scientific support of the organisation of state
regulation of seed product development in the country); statistical (to reflect the state of domestic seed production
in quantitative and cost terms through a system of absolute and relative indicators); analysis of series of dynamics,
structural changes (to analyse and identify trends in the development of seed production in Ukraine); tabular and
graphical (visual display of research results in the form of tables and graphs), comparison (comparison of economic
indicators); abstract-logical (generalisation and development of conclusions). The current state and prospects of
scientific support of the organisation of state regulation of seed production in Ukraine are analysed. The problems of
the development of domestic seed production are determined. The experience of leading countries in the field of seed
production and the possibility of its use in Ukraine are highlighted. Summarised the current state of the organisation of
state regulation of seed production in Ukraine. Proposals for improving its scientific support have been developed. New
science-based approaches to improving the system of license fees, regulatory framework and ways to reduce import
dependence on seeds were proposed. The proposed ways to overcome the existing problems in the industry will allow
raising it to the level of world powers by changing approaches to royalty payments, increasing the productivity of seed

production and improving the legislation regulating seed production in Ukraine

» Keywords: breeding, royalties, state regulation, plant variety, seeds and planting material, market, import, export

» Suggested Citation: Lupenko, Yu, Zakharchuk, O., & Navrotskyi, Ya. (2021). Scientific support of the organisation of state
regulation of seed production development in Ukraine. Ekonomika APK, 28(10), 6-20.

*Corresponding author



» Introduction

The key place in agricultural production belongs to
such sectors as breeding and seed production. The
development of domestic breeding and seed pro-
duction, the entry of domestic varieties to the in-
ternational market, attracting foreign investment to
establish a seed infrastructure that would meet inter-
national requirements and provisions are impossible
without the introduction in Ukraine of clear and un-
derstandable “rules of the game” in the seed market
foritsmain participants, ensuringlegal and transpar-
entintellectual propertyrightstobreedersandbreed-
ing institutions and determining the conditions of
state support for breeding and seed production [1].

Therefore, the cultivation of conditioned
seeds and planting material of high generations
is considered an essential factor in the develop-
ment of agriculture and the primary source of eco-
nomic growth of the crop industry. It is evidenced
by global development trends related to the food
crisis, biotechnology, genetic engineering, reori-
entation to non-conventional fuels, adaptation to
climate change, etc. Insufficiently satisfying de-
mand in the world food markets requires further
growth of agricultural potential, including through
seed production. Currently, when the role of in-
novative factors has increased significantly, it will
be strengthened in agriculture. The establishment
of proper ownership of plant varieties and pro-
tection of breeders’ rights will contribute to this.

Recently, the position of domestic seed pro-
duction to satisfy the requirements of agricultural
production with seeds of national origin is some-
what deteriorating due to the state of scientific
farms due to imperfect legal support and the level
of state support. In turn, this can result in unjusti-
fied dependence on seed imports and decrease the
level of food security in the country. Therefore, the
subject under study is extremely relevant, and the
proposals substantiated in the research will con-
tribute to the development of the seed industry and
the growth of the provision of agriculture with seeds
of highly productive varieties of national selection.
Analysis of recent studies and publications. A sig-
nificant contribution to the development of seed
production, organisation of methodological and
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methodical principles of breeding and variety re-
search work, investigation of the problems of royalty
payment, the economics of seed production, further
establishment of the seed production system and
state support for scientific support of the industry
was provided by such scientists as S.S. Bakay [2],
M.IL. Vavilov [3], V.V. Volkodav [4], M.V. Zubets [5],
0.V. Zakharchuk [6, 7, 8], PE. Marinich [9], E.D. Nette-
vich [10], V.A. Oreshnikov [11], L.M. Hudoliy [12],
PM. Tsibulov [13], V.V. Yurchishin [14] and others.

The purpose of the research — is based on the
results of the analysis of the state of the seed indus-
try of the country and scientific support of the or-
ganisation of state regulation of seed development
in Ukraine to substantiate proposals for its improve-
ment, using the experience of advanced countries.
Justify measures designed to improve the system of
domestic legislation in the field of seed production,
payment of breeding and licensing fees and propos-
als to reduce the dependence of agricultural produc-
tion on seed imports.

»Summary of the main results of the study

The system of state regulation of seed production de-
velopment in Ukraine is based primarily on the Laws
ofUkraine’s “On Seedsand PlantingMaterial” [15] and
“OnProtection of Rightsto Plant Varieties” [16], which
generally comply with the main European canons.

Historically, the active development of seed
production in Ukraine as part of the USSR began in
1923 (Table 1). After gaining independence in 1993,
the first Laws of Ukraine “On Seeds” and “On Pro-
tection of Rights to Plant Varieties” were adopted. In
1995 Ukraine became a member of the International
Union for the Protection of New Varieties of Plants.
Thus, it was recognised that it is a state in which the
individual rights of breeders and breeding institu-
tions are protected.

In2002 the Law of Ukraine “On Seeds and Plant-
ing Material” was adopted, which significantly ex-
panded the provisions of the previously adopted Law
“OnSeeds”. Over the past 12 years, Ukraine hasjoined
4 of the 7 OECD seed varietal certification schemes
for grain, corn and sorghum seeds, cruciferous, oil-
seeds, bast crops, and sugar and fodder beet [17].

Ekonomika APK. 2021. Vol. 28, No. 10
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Table 1. Development of seed production system in Ukraine

Year Events
1923 The All-Ukrainian Seed Union was established
1993 The Laws of Ukraine «On Seeds», «On Protection of Rights to Plant Varieties» were adopted
Ukraine became a member of the International Union for the Protection of New Varieties of Plants
1995
(UPOV)
2002 The Law of Ukraine «On seeds and planting material» was adopted
Ukraine’s accession to the OECD seed variety certification schemes:
(1) grains;
2009-2020 (2) corn and grain sorghum;
(3) cruciferous, oilseeds, spinning crops;
(4) sugar and fodder beet
The next amendments to the Law of Ukraine «On Seeds and Planting Material» were adopted in
2015, 2018, 2019 . . . . L.
terms of compliance with European and international provisions and standards

Source: Systematised by the authors

In recent years, in particular in 2015, 2018
and 2019, new amendments to the Law of Ukraine
on Seeds and Planting Material [15] were adopt-
ed in terms of compliance with European and in-
ternational provisions and standards. Therefore, it
can be assumed that national seed production has
legislative support that corresponds to world prac-
tice. National seed production includes four main
components. The first component is selection and
innovation; the second - state qualification exam-
ination; the third — seed production (reproduction)
and the fourth component - varietal and seed con-
trol. Each component of national seed production
is assigned to subjects, and their main purposes
and tasks are defined. All components are organ-
ised and function under the management of the
Ministry of Agrarian Policy and Food of Ukraine.

The efficiency of seed production is character-
ised by using the data of conditioned varietal seeds.
Ukraine is one of the last countries with developed
seed production. The level of certified conditioned
seeds in Ukraine does not exceed 5-8%, while in
Poland - 18%, Germany - 43%, the average in Eu-
rope — 50%, and in such advanced EU countries as
the Netherlands, Sweden and Denmark the level
of certification reaches 75-90%. It is impossible to
determine the USA, as for the plain regions of the
country the level of use of certified seeds is 10%, in
the East — 50, and in the Pacific Northwest — 85%.

The current state of national seed production
is characterised by the main indicators (Table 2).
These include: the potential value of seeds, at the

Ekonomika APK. 2021. Vol. 28, No. 10

level of 53 billion UAH in Ukraine; seed turnover —
36-40 billion UAH; seed production — 2.3-2.5 mil-
lion tons; seed production entities operating in
the seed market — about 500 units; the number of
operating seed plants — 47 units; the number of
varieties and hybrids — about 9 thousand; primary
seed production, which is performed only for four
thousand varieties [6]. In this regard, the question
arises: whether the State Register of Plant Varieties
suitable for distribution in Ukraine registers the so-
called stillborn varieties. As the indicator demon-
strates, only 40% of the varieties and hybrids of
plants registered in the state register are used, and
the rest are displayed only for statistics.

The varieties of plants registered in the
state register include 2542 grains, 2291 industrial,
2719 potato-vegetable-gourds and mushrooms, 563
fruit and berry crops and grapes (Table 3).

During the years of independence, there has
been a rapid development of the varietal compo-
sition of seed production. In the period 1991-2020,
the number of varietal resources increased almost
5 times, and for some crops, in particular corn — 22
times, sunflower — 45 times. Significant growth is ob-
served in all other crops, except grapes, decorative,
oilseeds and medical plants. The decrease in the
last two positions is due to the annexation in 2014.
Crimea, parts of Donetsk and Luhansk regions,
where they were most represented.

The increase in the number of varietal re-
sources by 5 times should be considered a positive
phenomenon, but the average yield of crops during
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this period increased by only 30-40%, which indi- indicators. In general, national seed production has
cates the lack of a strong correlation between these the potential to compete with foreign producers.

Table 2. Main indicators of seed production development in Ukraine

Indicator Value of the indicator
Potential value of seeds, billion UAH 52.8
Seed turnover in Ukraine, billion UAH 36.0
Production volume, million tons 2300-2500
Seed production entities, pcs. 496
Seed plants, pcs. 47
The number of varieties and hybrids, pcs. 8871
Primary seed production (management), pcs. 4069
Export, mln USD 13-17
Import, mln USD 500
Royalty paid, UAH mln 80-100
Potential royalty value, UAH million 3000.0
Potential value of selection payments, UAH million 900-1000

Source: Calculated by the authors

Table 3. Structure of species composition of varietal resources of Ukraine

1991 2020
2020 to
Crop number ua number ua .
o . % . . . % 1991, times
varieties | breedings varieties | breedings

Winter crop 80 53 66 863 534 62 10.8
Including wheat 40 32 80 468 338 72 11.7

Yara 189 121 64 1679 821 52 8.9

Including corn, without parental 54 38 70 1176 549 47 218

components

barley 21 13 62 154 89 58 7.3

Oilseed and spinning 65 37 56 2044 648 32 31.4
Including sunflower, without 17 - 4l 769 203 26 45.2

parental components

Fodder 214 165 77 459 332 72 2.1

Technical 33 24 73 247 54 24 6.8

Potato 37 22 59 165 67 41 4.5
Vegetables, gourds, mushrooms 265 100 38 2554 671 26 in 9.6
Fruit and berries 370 199 54 512 433 85 inl4
Grape 93 34 37 51 49 96 in 0.5
Decorative, ess‘enual oil and 549 295 41 997 971 91 005

medical

Total varieties 1895 890 47 8871 3880 44 in4.7

Source: Calculated by the authors

Despite significant improvements in the opportunities. It is an extremely alarming phenom-
domestic seed market, Ukraine is still far from other = enon, due to which domestic agriculture loses the
European countries in providing production crops most, reducing its competitiveness in the Europe-
with high-quality certified seeds of the highest an and world markets. Therefore, the author be-
categories and unlocking its potential export lieves that by only using high-quality certified seed

Ekonomika APK. 2021. Vol. 28, No. 10
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material Ukraine has a chance to compete in the
global food market along with the countries of the
European Union [8]. The seed production system
in Ukraine includes the selection and propagation
of seeds of domestic varieties, imported seeds of
foreign varieties and their propagation, testing and
registration of varieties, seed certification, etc. The
system operates on a competitive foundation and in
general, ensures constantly growing production of
crops and satisfaction of the demand for their prod-
ucts. With the total need to provide the sown areas
under production crops, 1.5-1.6 million tons of win-
ter wheat seeds are required. If assuming that only
two-thirds of the produced conditioned seeds will
be sold, that is, about 92 thousand tons, this will be
only 5.8% of the total demand. The average Europe-
an sales of conditioned seeds reach 50%.

Most of the conditioned seeds of domestic
selection are produced in Kharkiv (31.6 thousand
tons), Dnipropetrovsk (11.8 thousand tons) and Ode-
sa (7.7 thousand tons) regions, while foreign selec-
tion — in Ternopil (11.9 thousand tons), Khmelnytsky
(8.8 thousand tons) and Kyiv (5.2 thousand tons) re-
gions. Moreover, the Kyiv region receives the largest
amount of certified foreign seeds from abroad - 0.9
thousand tons, of the total — 1.1 thousand tons, or
80.0%. Therewith, with usinghighly productive variet-
ies of foreign breeding, it becomes urgent to intensify
the development of domestic breeding and increase
the production of own varieties in Ukraine, which
will contribute to increasing the level of food securi-
ty [20]. The situation is characterised by the produc-
tion of certified conditioned seeds, which include:
supplementary, basic and certified seeds (Table 4).

Table 4. Production of conditioned seeds of main crops in Ukraine in 2020 (additional, basic and certified)

z2 Seeds of foreign selection, z g
g g thousand tons 8 S
S go-u g @
E£ %= g g
s 2 < 8
B3 S 3 S5 Seeds of
Crop = g . . o 2 2 5 Ukrainian
=5 imported to produced in S5 - .
° = . . L = o 3 breeding, %
@« S Ukraine Ukraine S g )
= O L O @
o= 28 = =)
QO SZIR3) -
@ 5 2 )
Q Q =
@ @
Winter wheat 93.6 1.1 46.7 47.8 141.4 66.2
Spring barley 19.3 0.2 13.9 14.1 33.4 57.8
Winter barley 10.5 0.3 10.5 10.8 21.3 49.3
Corn 32.2 24.4 54.4 78.8 111.0 29.0
Winter rye 1.0 0.4 5.3 6.3 15.7
Total grains 156.6 26.4 130.4 156.8 313.4 50.0
Soybean 2.3 0.4 18.7 19.1 21.4 10.7
Winter rape 0.5 3.9 4.1 4.6 10.2
Sunflower 3.4 31.3 11.4 42.7 46.1 7.4
Total oilseeds 6.2 35.6 30.3 65.9 72.1 8.6
Total grains 162.8 62.0 160.7 222.7 385.5 42.2
and oilseeds
Potato 0.1 2.1 23.2 25.3 25.4 0.5

Source: Calculated by the authors based on the data of the State Statistics Service and the Customs Service

of Ukraine [21, 22]

According to the Register of Certificates for
Sowing and Commercial Quality of Seeds, 156
thousand tons of grain seeds of Ukrainian selec-
tion were produced in 2020. In addition, seeds of
foreign selection of grain crops were imported and
received in Ukraine in the same amount, that is,
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the ratio is 1:1. The situation with oilseeds, which
include soybeans, sunflower, and winter rape, is
more complicated, as the seeds of Ukrainian se-
lection were produced only 6.2 thousand tons,
while foreign selection — 65.9 thousand tons, or
90% of the total.



In total, in 2020, 162.8 thousand tons of con-
ditioned seeds of main grains and oilseeds of
Ukrainian selection were produced, or 42.2% of the
total certified seeds. Seeds of foreign selection in the
amount of 62.0 thousand tons were imported from
outside Ukraine, and another 160.7 thousand tons of
such seeds were produced and certified in Ukraine.
The total amount of conditioned seeds of foreign se-
lection reaches 222.7 thousand tons or 57.8%.

Although grain crops prevail in the structure of
seed crops, theexportoftheirseedsisonly20-26 thou-
sand tons per year. Therewith, the volume of seeds
of foreign selection produced in Ukraine has already
reached 130 thousand tons, which is 6 times more
than its export. All these seeds, getting to the market,
develop the varietal seed supply of Ukraine. Seeds of

7.2%
7.4%

10.2%
10.7%
15.7%

Peas
Sunflower
Winter rape
Soybean
Winter rye
Corn 29.0%
Spring wheat 39.6%
Winter barley
Spring barley
Winter wheat
Triticale
Oats
Millet
Buckwheat
0.00%

20.00% 40.00%
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potatoes and sugar beet of domestic selection are
mostly compensated by seeds of foreign varieties.

High annual grain production in Ukraine at
the level of 75-80 million tons is possible only by in-
creasing the yield of major grain crops. The further
harmonious development of the breeding and seed
production sectors, where one of the main tasks of
the latter is to bring domestic seed products to the
level of world standards, increase their competi-
tiveness and the widest possible implementation in
Ukraine and abroad, is considered an essential com-
ponent in ensuring productivity increase. The level
of provision of agricultural production with prod-
ucts of domestic selection is insufficient (Fig. 1).
Only seeds of buckwheat, millet, oats and triticale
of Ukrainian selection are 100% used in agriculture.

The average level of domestic selection

49.3%
57.8%
66.2%
100%
100%
100%
100%
60.00% 80.00% 100.00% 120.00%

Figure 1. Level of domestic breeding in the production of conditioned seeds of major crops
Source: Calculated by the authors based on the data of the State Statistics Service and the Customs Service of

Ukraine [21, 22]

Regarding other crops, the situation is as fol-
lows: winter wheat — 66%, spring barley — 58%, and
for winter barley, spring wheat, winter rye, corn, soy-
beans, sunflower, and peas, the share of domestic
varieties is below 50%.

The average level of provision of production
with varieties of domestic selection for grains and
oilseeds is about 40%. During 2005-2020, imports of
seeds of grains and oilseeds only increased. There-

with, the prices of 1 ton of corn, sunflower, wheat
and soybeans increased. That is when in 2005 wheat
seeds could be purchased for 333 USD/t. USD/t,
then in 2020 the price rose to 1562 USD/t or 4 times.
USD/t, or 4.7 times. Soybeans in 2006 cost 1000 US-
D/t, then in 2020 - 1771 USD/t.

Therewith, prices for hybrid corn and sunflow-
er increased even more significantly. In 2005, a ton
of hybrid corn cost 2192 USD, in 2020 — already 4496

Ekonomika APK. 2021. Vol. 28, No. 10
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USD, or 2.1 times more expensive. If in 2005 hybrid
sunflower could be bought for 6161 USD/t, then in
2020 -10703 USD/t, or 1.7 times more expensive.
The increase in the cost of imports is due to
the increase in prices for imported seeds, which are
already several times higher than domestic selection.
Thus, Ukrainian farmers annually sell 70-75 thou-
sand tons of hybrid seeds of foreign corn, 27-30 thou-
sand tons of sunflower, 5-7 thousand tons of rape-
seed and 0.6-0.7 thousand tons of sugar beet. Among
the main reasons for the demand for hybrids of for-
eign selection in comparison with domestic ones are
the following: higher yield, higher quality of seeds of
the EU and the USA compared to domestic seeds,
trust in foreign seeds due to the presence of counter-
feit in the domestic market, high brand, a brand of
goods of breeding companies of the EU and the USA.

350
300
250

200

mln USD

103.0
100 108.8

53.6
5 43.4

59.9 62.3
43.6

50 19.1 57.3

0 243 274

2005 2006 2007 2008 2009 2010 2011

Corn value, mln USD

150 166.1

106.1

Seeds worth 400-500 million USD are imported
to Ukraine annually, and the production of condi-
tioned seeds of foreign selection, financed by foreign
companies, is performed within the state for almost
the same amount - about 500 million USD. It may
eventually result in the complete displacement of do-
mestic varietal resources from the market of seeds and
planting material and even threaten the food securi-
ty of Ukraine. Imports of seed corn in 2020 increased
4 times compared to 2005, wheat — 6 times, and sun-
flower — 11.4 times. Import of soybean, rapeseed,
sugar beet and vegetable seeds to Ukraine is growing.

Over the past 15 years, the dynamics of imports
of seeds of foreign selection, despite the instability of
annual volumes, maintains a general upward trend.
It is evidenced by the imports of corn and sunflower
seeds (Fig. 2), and wheat and soybeans (Fig. 3).
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Figure 2. Dynamics of corn and sunflower seed imports to Ukraine in 2005-2020, USD mln
Source: Calculated by the authors based on the data of the State Statistics Service and the Customs Service of

Ukraine [21, 22]
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Figure 3. Dynamics of wheat and soybean seed imports to Ukraine, 2005-2020, USD mln
Source: Calculated by the authors based on the data of the State Statistics Service and the Customs Service of

Ukraine [21, 22]
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In 2020, only sunflower was imported at 218
mln USD. USD, corn-104, wheat - 1.8, soybeans — by
1.0 million USD. USD. If the linear trend of imports
of these crops, based on the data of the last 15 years,
continues in the future, it should be expected that in
the future the cost of imported sunflower, rapeseed
and corn seeds will only increase. Such growth will
occur for wheat, soybeans, sugar beets and other
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crops, although at a slightly slower pace. A signifi-
cant contribution to the provision of agriculture
with domestic seeds is provided by research farms
of the NAAS network (Fig. 4). The volume of seed
sales has been slightly decreasing in recent years.
The share of sales in recent years ranged from 55 to
60%, although in previous periods it reached 75%
and more (Fig. 4).
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Figure 4. Production volumes of grain seeds in the research farms
of the NAAS network in 2013-2020 thousand tons

Source: Estimated by the authors according to NAAS data

The production of conditioned seeds of major
grains and oilseeds by scientific institutions, research
stations and state enterprises of research farms of
NAAS in 2020 amounted to about 45.9 thousand tons
(additional, basic and certified). 31.6 thousand tons
or 68.8% of all produced conditioned seeds were sold.
Over the past eight years, there has been a decrease in
both production and sales of licensed seeds. Ifin 2013
NAAS sold almost 50 thousand tons of it, in 2020 —only
30 thousand tons. The number of license agreements
concluded by NAAS institutions is decreasing, but the
payment of royalties on them is increasing (Fig. 5).

The amount of total royalties paid in Ukraine
is UAH 80-100 million, although it could potentially
be up to UAH 3 billion. Thus, only 1/30 of the royalty
potential is used, and breeding payments, the value
of which could reach about UAH 900 million, are not
madeatall. These funds could serve the development
of the seed industry and breeding. Therefore, the

implementation of measures to fully use the mecha-
nisms of royalty and breeding payments will largely
solve the problems of domestic seed production [7].

The recognition by the European Parliament
of Ukraine’s seed certification system as equivalent
to EU requirements last year allowed Ukraine to ex-
port seeds to EU countries such as Germany, Roma-
nia, Poland, France and Hungary in small batches
as early as 2021. Ukrainian seeds gained access to
the European Union market — one of the most at-
tractive and the most protected from foreign seeds
markets in the world. Seeds that will be produced on
the territory of Ukrainet — both domestic selection
and selection of foreign seed companies operating
in Ukrainet — will be sold.

The tendency to increase the import of seed
material in Ukraine since 2015 has continued this
year and is the result of a rapid increase in demand
due to the increase in its consumption by holding
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companies and large and medium-sized produc-
ers. In addition, quarantine restrictions and the
reduction of logistics operations in 2020-2021 gave
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impetus to the development of foreign breeding
companies within the country to provide agricul-
tural producers with products.
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Figure 5. Commercialisation of scientific and knowledge-intensive products
of research institutions of the NAAS, 2013-2020

Source: Estimated by the authors according to NAAS data

The development of national seed production
in the future will depend, first of all, on the organi-
sation of the system of collection of breeding pay-
ments, which should be developed considering the
world experience. An example is the system of collec-
tion of selection payments in such leading countries
as France, Germany and Canada. Thus, the system
of selection payments in France is focused on the in-
dicators of sales of commercial grain by farmers. The
amount of selection payments here is determined by
the product of the farmer’s sales volume of commer-
cial grain and 0.7 euros for each ton sold. The amount
of breeding payments determined in this way is trans-
ferred to the private breeding organisation GNIS,
which controls the quality of varieties. There, this
amount is distributed to the SICASOV organisation,
which controls the payment of royalties and, accord-
ingly, breeding payments, where these funds are used
for the requirements of the breeder. That is, from each
ton of grain sold, 0.7 euros are allocated for the de-
velopment of breeding and innovative research [23].

The German royalty system is more in line with
the European model. Here, a license fee is taken for
certified seeds, that is, a royalty of 15 euros/t is paid,
and this is almost 50% of the area sown with certi-
fied seeds. In Germany, only due to this approach,
47 million euros of license fees (royalties) are col-
lected. Therewith, for the remaining 50% of crops,
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selection payments are performed for non-certified
seeds, in which the selection fee is paid for each va-
riety for 4.4 euros/ha of crops. Thus, an additional
14-15 million euros [24; 25, p. 5-12].

In Canada, there is a mechanism of selec-
tion fees similar to the French one. The program of
commodity deductions for 1 ton of sold commer-
cial grain provides for payment of 1 Canadian dol-
lar. For information, the Canadian dollar is lower
in value than the US dollar, its converted value into
Ukrainian currency is about 20 UAH [26].

If this Canadian mechanism was introduced in
Ukraine, which annually sells 50-60 million tons of
grain, thenatarate of20 UAH per 1 ton, 1.0-1.2 billion
UAH would be allocated for the development of na-
tional breeding. Such funds would allow the devel-
opment of a modern material and technical base for
breeding and a system of royalties for breeders.

The system of breeder liability in Poland is
quite interesting and, in principle, simplified. It con-
siders that there are certified seeds for their require-
ments (farmer’s seeds). If certified seeds are not
subject to breeding payments and are free of charge,
then seeds for their requirements are divided into
two types: by protected plants (except potatoes) and
by protected potato species (PL/UE level). Thus, if a
Polish farmer does not bear royalty obligations, he
pays breeding payments when the size of his sowing



area exceeds 25 hectares for all grain crops, and for
potatoes — more than 10 hectares [27, 28].

The legislative and regulatory framework for
the payment of royalties in Ukraine is based on the
following international and national regulations:
UPOV Convention [29], the Law “On Protection of
Rights to Plant Varieties” [16], the Law “On Seeds and
Planting Material” [15], the Resolution of the Cabi-
net of Ministers of Ukraine “On Measures for Imple-
mentation of the Law of Ukraine “On Protection of
Rights to Plant Varieties” [30], the Resolution of the
Cabinet of Ministers “On Approval of the Procedure
for Maintaining the State Register of Seed and Nurs-
ery Subjects” No. 882 [1].

In each region, there is an attestation commis-
sion of the Ministry of Agrarian Policy and regional
commissions, certification of producers on royalties
paid, that is, license and labour agreements are con-
cluded, and verification of compliance with certifi-
cation requirements is performed. According to the
assessments, the legal and regulatory framework for
royalty payments in Ukraine is sufficient but can be
improved. For this purpose, a document on amend-
ments to the Resolution of the Cabinet of Ministers
of Ukraine No. 1183 [30] was prepared, which more
clearly defines the property rights of the authors of
the variety in terms of breeding payments.

The volumes of royalty and breeding payments
in Ukraine and EU countries are quite different. For
example, compare France, Germany and Ukraine,
which are close both in terms of area and crops.
The amount of royalties and breeding fees paid in
France is 125 million euros, in Germany — 65, while
in Ukraine — only 3 million euros. Thus, if compared
with the best practices, royalties and breeding pay-
ments in Ukraine are practically non-existent, and
ten times less money is paid for the protection of
intellectual property. The calculation of the amount
of license and breeding payments in Ukraine is as
follows: royalties are paid for UAH 100 million from
the area of 350 thousand hectares. If selection pay-
ments in Ukraine were paid for the entire area of
crops, which is about 9 million hectares, and at a
rate of approximately 3 euros or more, the amount
to support selection could reach 900 million UAH.

If the Canadian or French model of collecting
breeding payments (per ton of marketable grain), or
Polish or German (per 1 ha of marketable crops) is
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used as a foundation, in all cases, the budget of do-
mestic breeders and breeding institutions could be
replenished by almost 1 billion UAH. Therewith, full
protection of intellectual property should be provid-
ed for each variety.

Despite this, there is a requirement to improve
the mechanism of obtaining license payments based
on the real reflection of using the cost of seeds and
planting material, applying for a license and subli-
cense agreements, and breeding payments for Farm
Saved Seed - seeds for own requirements, and their
registration by an independent accounting, supervi-
sion and control body.

To this end, first of all, it is necessary to resolve
the issue of introducing mandatory declaration of
varietal production crops by agricultural producers
who own agricultural land of 25 hectares or more,
increasing the role of professional public organisa-
tions of Ukraine in terms of registration of license
agreements and royalties, and control, registration
and maintenance of the database of seed and com-
mercial crops by varieties and hybrids.

These changes can increase revenues through
the payment of licensing and breeding fees for the
productionofnewhighlyproductiveand high-quality
varieties of domesticbreedingina civilized, transpar-
ent, state-regulated market circulation of seeds and
planting material and the protection of intellectual
propertyrights of breeders and breeding institutions.

Recent amendments to the Laws of Ukraine
“On Seeds and Planting Material” [15] and “On
Protection of Rights to Plant Varieties” [16], which
passed the first reading in the Verkhovna Rada of
Ukraine, somewhat simplify the overregulation of
the seed production system in terms of state regis-
tration. Therewith, in the current version, they place
the national breeding in unequal conditions regard-
ing the state qualification examination, practically
exempting the registration of foreign varieties with-
out testing in Ukraine (Article 27 part 3 paragraph b).
But the proposals of NAAS were not considered in
the modified form of amendments in the first read-
ing to the laws of Ukraine “On Protection of Rights
to Plant Varieties” [16] and “On Seeds and Planting
Material” [15] in 2021. The law mentioned first in the
text contains several fundamental contradictions
and without their elimination, in the author’s opin-
ion, its action will be ineffective (Table 5).
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Table 5. The main contradictions of the Law “On Protection of Plant Variety Rights”,
were not considered in the first reading

Provisions of the law

Proposed NAAS revision

Commentary

Consider the results of qualification
examination studies conducted by the
Competent Authority of any other State
Party

To consider the results of qualification
examination studies on distinctiveness,
homogeneity and stability performed by

the Competent Authority of any other

Member State

It should be considered that the
International Convention on the
Protection of New Varieties of Plants
provides for the possibility of considering
only the results of the examination of the
variety for distinctiveness, uniformity and
stability, conducted by the Competent
Authority member of the international
union UPOV

To consider as the results of the various
examination for one year the data of the
pre-registration variety study, if such pre-
registration variety study was performed
by the expert institution or the applicant
under the control of the expert institution
Disagree, please state in the revision

Consider as the results of the various
examination for one year of the data
before the registration variety study, if
such a pre-registration variety study was
conducted by an expert institution

The examination should be conducted for
at least two years in one place of research
in the same conditions. It is impossible to
compare the results of the examination
(vield, productivity, product quality) if the
conditions of the research have changed.
Such studies cannot be statistically
processed

The information database has the status
of an official publication and an official
source of information on plant variety
applications and information on their
legal status

To leave unchanged in the previous
version

The database of plant varieties is a huge
array of data, and part of the information
(breeding scheme) is confidential, all
information about applications is not
obligatory for public disclosure

Importation to Ukraine of samples of
varieties intended for qualification
examination shall be performed based
on the notification of the Competent
Authority on acceptance of the application
for consideration, importation of research
samples of the variety for qualification
examination

To leave unchanged in the previous
version

Samples are imported for a qualification
examination, and storage of the official
sample - must be considered in the title of
the notification. The question arises: are
these two forms of notifications or one?

Varieties of vegetable crops, applications
for which have been submitted to the
Competent Authority for state registration
of the variety, may be distributed for
exhibition in Ukraine until the decision
on state registration of such varieties
is adopted according to the procedure
determined by the Cabinet of Ministers of
Ukraine

To leave unchanged in the previous
version

Corruption scheme of importing
unregistered varieties from abroad. Why
such privileges to varieties of vegetable
crops? Contradicts the provisions of
international and European legislation.
What is the control over seeds imported
for exhibition purposes?

Source: Authors’ development

In addition, the Government Resolution “On
Amendments to the Resolution of the Cabinet of
Ministers of Ukraine No. 1183 dated August 19, 2002”
[28] in the part of “conditions for observance of the
legitimate interests of the patent holder”, which may
resolve the issue of collection of breeding payments
for seeds for own requirements.

The world market of grains and oilseeds is over-
saturated. This is especially true for the European
market, where there is fierce competition between
leading seed producers and breeding institutions.
Only the country whose breeding science and seed
companies provide the highest quality seeds can sur-
viveinsuchastruggle and emerge victorious. Without
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the intensification of breeding activities, it is im-
possible to compete for the best quality seeds [30].

All developed countries finance fundamental
research from the budget as the most expensive. Pri-
vate breeding institutions enter the competition to
improve discovery, usually only after a fundamental
discovery has been made. It is particularly typical
for the process of breeding hybrids. According to the
laws of most Western countries, only the first breed-
er of a new variety (hybrid) of seeds has the right
to reproduce and sell it. The processes in breeding
are extremely intensified. Sufficient state funding,
protection of rights to varieties, royalties (payment
for using the intellectual property for new varieties),



their use provides high protection to the Western
breeder in the competition, allows actively conduct-
ing research. Therewith, competitors get the oppor-
tunity to use the results of previous studies in their
research. Theexpectation ofthe possibilityof monop-
oly profits extremely accelerates the supply of more
and more new varieties and hybrids to the market.

If Ukraine fails to apply a similar system shortly,
it may result in a loss of priorities, a chronic backlog
of the breeding industry and dominance of foreign
varieties. Under conditions of lack of budget funding,
aradical measure to support and protect the interests
ofbreeding centres and breeders in Ukraine should be
the introduction of a system of royalty and breeding
payments. The lack of appropriate market conditions
of legal regulation of relations related to new plant
varieties adversely affects the efficiency of domestic
breeding, reduces the supplyof quality and high-yield-
ing seeds of new varieties and hybrids on the market,
and ultimately hinders the efficiency of the develop-
ment of the crop industry and agriculture in general.

Therewith, state support for domestic breeding
is constantly decreasing, which adversely affects the
efficiency of domestic seed production. Such a situa-
tion may minimise the presence of domestic varietal
resourcesinthemarketofseedsand plantingmaterial,
whichwill poseathreatto thefood security of Ukraine.

»Conclusions

The research results demonstrate that it is extremely
important for the successful balanced development
of seed production in Ukraine:
—toimprovethelegalprovisionsandaspectsofroyalty
paymentin Ukraine, consideringthe experience of their
use in the EU and other leading countries of the world;
— to introduce mandatory declaration of varietal

»References
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production crops by agricultural producers who
own agricultural land of 25 hectares or more (for
potatoes — 10 hectares or more);

—develop a clear mechanism for receiving license
payments based on the real reflection of using the
cost of seeds and planting material, using license
and sublicense agreements, and breeding payments
for Farm Saved Seed - seeds for own requirements,
and theirregistration by an independent accounting,
supervision, and control body;

- to increase the role of professional public
organisations of Ukraine in terms of registration
of license agreements and royalty payments, and
control, registration, and introduction of seed and
commercial crops database by varieties and hybrids;

- to increase revenues through the payment of
licensing and breeding fees for the production of
new highly productive and high-quality varieties
of national selection; to provide for confirmation
of royalties and/or FSS payments as a condition
of state support for reimbursement of the cost of
seeds/planting material of national selection;

— to outline and implement state protectionist
measures to protect the domestic seed market from
foreign expansion;

— introduce state support for Ukrainian seed
production and breeding in the domestic market
through breeding and seed programmes;

— to identify further ways to improve the quality
of Ukrainian seeds, particularly hybrid seeds,
where domestic selection is noticeably losing in
comparison with foreign ones;

— to develop and implement mechanisms to
combat seed counterfeiting in the domestic market;

—to develop a state program for the development
of domestic breeding and seed production.
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HaykoBe 3a6e3neyeHHs opraHisauii gep)XaBHOro perynioBaHHSA
PO3BUTKY HaCiHHULTBA B YKpaiHi

IOpi OnekcioBuuy JlyneHKo?,
OnekcaHap BacunboBuy 3axapuyk', dpocnas ®egoposud HaBpoubkuin'

'HauioHanbHOro HayKOBOIO LLeHTPY «IHCTUTYT arpapHOi eKOHOMIKM»
03127, Byn. lepois O6opoHwU, 10, M. Ku1iB, YkpaiHa

2HauioHanbHOI akageMii arpapHMxX HayK YKpaiHm
01010, Byn. Muxamna OmenaHoBu4ya-INaBneHka, 9, M. Kui, YKpaiHa

» AHoTauiqa. 3a ocraHHI pOoKM B VYKpaiHi crocrepiraerbcsi CTpiMKe 3pOCTAHHSI arpapHoOro Gi3Hecy, sKUM €
KJIIOYOBOIO TaTy33I0 YKPATHCHKOI eKOHOMIKU. Arpapil 1oOpe po3yMiloTh, 110 AJIs 3HUKEHHSI BUPOOHUYUX 3aTpar
Yy POCJWHHUIITBi, IMOJIMINEHHS SKOCTi MPOMYKINi, MiABUINEHHS 1i MPUOYTKOBOCTI HAA3BUYAWHO BA’KJIUBUM €
3aCTOCyBaHHs AKICHOTO HACiHHEBOTO Marepiaay. MeTa cTaTrTi — Ha OCHOBi pe3y/bTaTiB aHaJlidy CTaHy rajysi
HaCiHHMITBA KpaiHMU Ta HAYKOBOTO 3a0e3redyeHHs opraHisariil 1ep;KaBHOTO Pery/II0OBaHHSA PO3BUTKY HACIHHHUIITBA
B VYKpaiHi oOrpyHTyBaTW NpPOMNO3ULii ION0 HOro mnoJiniieHHs, BUKOPUCTOBYIOYU [OCBi INepegoBUX KpaiH.
OO6rpyHTyBaTH 3axofgW, CIPsMOBaHi Ha YIOCKOHAJEHHs CHUCTeMM BIiTYM3HAHOTO 3aKOHOAABCTBA Y rajlysi
HACiHHUIITBA, BUILIATU CeJIEKLIIMHUX Ta JilEH3iHHUX NJaTekiB i MpOIO3uIil 100 3MEHIIEHHs 3aJIe’KHOCTI
arpapHoOro BUpOOHUIITBA Bix iMIopTy HaciHHs. Bukopuctano Metonu: MoHorpadiuHuil (aHami3 cTaHy HayKOBOTO
3abe3rneveHHsT OpraHi3allii JepKaBHOTO PEeryJII0BaHHsS PO3BUTKY HACIHHUIITBA B KpaiHi); CTATUCTHUYHUHA (A5
BimoOpajkeHHsI cTaHy BITUYM3HAHOTO HACIHHUIITBA Y KiJIbKiCHOMY i BapTiCHOMY BUpas3i uepe3 cuctemMy abCOJIOTHUX
i BIIHOCHMX MOKA3HUKIB); aHaJIi3y PAJIB JUHAMIKY, CTPYKTYPHUX 3pYIIeHb (/14 aHaJIi3y ¥ BUABJIEHHS TeHeHIiH
TTOKA3HUKIB PO3BUTKY HACIHHMITBA B YKpaiHi); TabJu4yHUN Ta rpadivHmil (Hao4He BimoOpa’keHHS pe3y/IbTaTiB
JIOCJIiPKEeHHS Y BUIVIAI TaOIuIb Ta rpadikiB), MOpiBHAHHSA (3icTaB/IeHHS EKOHOMIUYHHUX TOKA3HUKIB); aOCTpPaKTHO-
JoriyHuii (y3arajbHeHHs Ta (OPMYJIIOBAaHHsS BHCHOBKIB). [IpoaHasmi3oBaHO CcydyacHHU CTaH i INEPCIEKTUBU
HayKOBOI0 3a0e3nedyeHHs1 opraHisaliil JepskaBHOTO peryjaioBaHHs PO3BUTKY HAaCiHHUITBA B YKpaiHi. BusHaueHno
npo06JieMH PO3BUTKY BiTYM3HAHOIO HACIHHUIITBA. BUCBiTIIEHO MOCBiJ IPOBITHUX KpaiH y rajysi HacCiHHUIITBA Ta
MOKJIMBICTh 10r0 BUKOPUCTAHHS B YKpaiHi. Y3arajbHeHO iCHyIOuni cTaH opraHisanil f1ep)>KaBHOTO peryIloBaHHs
PO3BUTKY HaciHHUINTBA B YKpaidi. Po3po6JieH0 mpomo3uIlil moa0 HoKpaleHHsl Horo HayKoBOTro 3abe3edeHHsl.
3amponoOHOBAaHO HOBi HAyKOBO OOIPYHTOBaHi IMMIXOAHW 10 YAOCKOHAJIEHHS CHUCTEMHU JIIEH3iHHUX IIaTeXiB,
HOpMAaTUBHOI 6a3u Ta BH3HAUEHO ILJISAXU 3MEHIIEHHs iMIIOPTO3aJIeKHOCTI CTOCOBHO HACiHHs. 3allpoloHOBaHi
IJISIXW TIOfO0JIAHHSA iCHYIOUMX B rasy3i mpobJsieM HO3BOJIATH HMigHATH ii 70 piBHA CBiTOBUX Aep:kaB depel3 3MiHY
MiJXONiB 0 BUILJIAT POSANITI, 30iMbIIeHHA MPOAYKTUBHOCTI HAaCIHHUIITBA Ta YIOCKOHAJIEHHs IIPAaBOBUX aKTiB, IO

PeryJIIoI0Th BUPOOHUIITBO HACIHHS B YKpaiHi

» KrilouoBi CroBa: cesieKIlisi, POsi/ITi, JepsKaBHE PETyIIOBaHHS, COPT POCJIVIH, HACIHHA | CaiMBHUI MaTepiaj, pUHOK,

IMIIOPT, €EKCIIOPT
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» Abstract. The necessity of improving land relations in the agricultural sector at the local, regional and national
levels is becoming more urgent considering the objectives of the current reformed land use, an important component
of which is the establishment of environmentally friendly and cost-effective mechanisms for land use in agriculture.
The purpose of the study - highlight and justify the theoretical provisions of land relations in improving the situation
in agricultural production. The theoretical provisions on the characteristics of land relations in market conditions
and using agricultural land in the activities of the agro-industrial sector of Ukraine became the foundation for the
study. General scientific methods of production management and knowledge of the processes of development of
production land relations served to achieve the purpose of the study. Knowledge of the specifics of the agrarian
sector, the real state of rural life, and involvement in the process of a qualitatively new state of the economy — the
land market, is evidence that the market economy in content is self-supporting and determines: the comparison
of costs with revenues from the sale of products; allows free enterprise, independence, responsibility and interest
of the commodity producer; the implementation of the activities of the business entity, in the centre of which is a
person and his vital social protection. The strategic principles of reforming land relations in agricultural production
of the country as a prerequisite for their rational organisation at the present stage of management in rural regions
have been developed. Application of theoretical provisions of land relations, their reform and establishment as a
transformational process in agricultural production. The results of the study are identified as influential factors in the

development of the land market in the new economic conditions

» Keywords: strategic principles, market economy, new agrarian system, land value, food supply, economic mechanism,

peasants’ interests

» Introduction

Ukraine as a state is increasingly entering the mar-
ket system of the world community. Based on the
international division of labour, it should determine
its niche in the world economy. By all accounts, ag-
riculture is such a niche. Therefore, finding a mar-
ket for its products in the world is the primary task
of the state. Its agrarian policy should be oriented
to this. In economic terms, the state should ensure
the most efficient use of natural and land resources

with a guarantee of improving the economic situa-
tion and achieving such volumes of production that
would both provide full and high-quality nutrition
for the population, and export competitive agricul-
tural products and products of its processing with
sustainable profits (Khodakivska, & Mohylnyi, 2018).

The real condition for the implementation
of such a policy should be the recognition by all
government bodies and spheres of activity of the

» Suggested Citation: Sabluk, P. (2021). Problems of land modernisation in Ukraine. Ekonomika APK, 28(10), 21-29.
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priority importance of the agricultural sector com-
pared to all others, focusing efforts on the priority
development of agro-industrial production as the
largest consumer of the results of all spheres and
industries in the domestic market.

It is impossible to improve the situation in ag-
riculture without introducing a market mechanism
based on modernisation. There was an opinion that
itcould be introduced faster in the agricultural sector
than in other areas. However, this opinion is far from
indisputable. It reflects insufficient knowledge of the
specifics of the agricultural sector, the real state of
the village and related sectors of the agro-industrial
complex. Such a simplified perception is based on
formal analogies with Western countries and even
some countries of the post-socialist camp. Howev-
er, in no country has the village and the land been
brought to a devastating state, and the peasant - to
spiritual and physical degradation, to the destruc-
tion of entrepreneurial economy, the foundations of
market infrastructure. Therefore, great caution is re-
quired in conducting analogies with other countries.

Admittedly, the movement to the market is a
transition to a qualitatively new state of the economy.
Any aspect of this process in the agricultural sector
is associated not with less but probably with great-
er difficulties than in other sectors, as evidenced by
the major structural links of the market economy.

First. The market economy, in its content, is
a self-supporting economy, which provides for the
comparison of costs with revenues from the sale of
products (services) and the determination of finan-
cial results (profit, loss). Such self-support is valid
in all countries with developed market economies.
Therewith, Ukraine has been searching for forms
and methods, options for self-supporting activities
for years, but this task has not been solved. They
work successfully in the world by ensuring the func-
tioning of the market economy. Thus, the develop-
ment of the market economy is, first of all, the pro-
vision of activities on the well-known principles of
self-sufficiency - economic independence, interest,
responsibility, control of the hryvnia, etc.

Second. A market economy presupposes free
enterprise, with the owner-occupier as the cen-
tral figure. He needs to develop a multi-structured
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economy instead of the previously existing sin-
gle-structured one based on monopoly state owner-
ship. The way to such an economy lies through the
processes of establishing and supporting the owner.

Third. The development of the market mecha-
nism involves the transition to the free sale of prod-
ucts and wholesale trade in resources. The necessary
attribute of such a mechanism is free prices, which
are developed under the influence of supply and de-
mand. The scope of state regulation is significantly
narrowing. It is limited only to those functions that
are national. Moreover, the state influence on entre-
preneurs-producers is performed considering their
interests, mainly through economic regulators.

Fourth. To develop products with a consum-
er-oriented approach, rather than a plan imposed
from above, based on free enterprise, direct ties with
allied companies in terms of resource supply and
sales of products, appropriate market infrastructure
and organisational and economic market mecha-
nisms are required. The market of goods should be
organically complemented by the markets of cap-
ital, land and labour. The relevant exchanges and
banks are designed to serve these markets.

Fifth. In a market economy, the activities of any
business entity and its products are evaluated by the
market, before which all are equal. The transition to
the market is performed for the sake of a person, and
a high level of their welfare. The market should work
exclusively in the interests of the individual. Hence
the significance of social protection measures that
have a particular specificity for rural residents.

Thus, the above main structural links reflect
the essence of a market economy. They are general,
go beyond the borders of individual industries, and
concern all spheres, including agriculture. However,
each of the identified problems is characterised by
fundamental features, and that, contrary to popular
perceptions, do not facilitate, but even complicate
the transition to the market.

»Analysis of recent studies and publications

Aspects of land relations were considered by nu-
merous studies in the works of domestic scien-
tists: O.M. Borodina (Borodina, 2020); Y.M. Hadza-
lo (Hadzalo, et al, 2021); PI. Haidutskyi



(Haidutskyi, 2014); A.S. Halchynskyi (Halchynskyi,
2009); M.V. Hladii, Yu.Ya. Luzan (Hladii, & Luzan,
2020); A.S. Danilenko; M.E Kropyvko (Kropyvko,
2016); LI. Lukinov (Lukinov, 2002); Yu.O. Lupenko
(Lupenko, 2021); V. Ya. Mesel-Veseliak, M.M. Fedorov
(Hadzalo, et al., 2021; Yurchyshyn, Sabluk, Mesel-Ve-
seliak, Fedorov, 1993); A.M. Moskalenko (Volkohon,
Moskalenko, 2021); L.Y. Novakovskyi (Novakovskyi,
2009; Novakovskyi, & Tretiak, 2020); A.M. Tretiak
(Novakovskyi, & Tretiak, 2020); O.V. Khodakivska
(Khodakivska, Patyka, & Harhasas, 2019; Khoda-
kivska, Mohylnyj, Kolesnyk, Mykhalchyshyna, &
Khomyachenko, 2019; Khodakivska, & Mohylnyi,
2018); O.M. Shpychak (Shpychak, & Bodnar, 2012);
V.V. Yurchyshyn (Yurchyshyn, Sabluk, Mesel-Vese-
liak, Fedorov, 1993), etc. The results of the conduct-
ed research are reflected in scientific and textbooks,
which consider land relations as a system of devel-
opment of production relations in agriculture.

The purpose of the study — highlight and jus-
tify the theoretical provisions of land relations in
improving the situation in agricultural production.

»Summary of the main results of the study

Failure to recognise the value of land in agrarian
production capital with the definition of a specific
owner brought the village and the peasant to an eco-
nomic dead end. To a large extent, in recent years,
these processes have been adversely affected by the
position of some political forces that were against
private ownership of land, did not recognise its price
and value, and even more —as a commodity. Without
private ownership of the land, it is impossible to de-
velop a market economy, as land is one of the main
types of production resources. The concept of land
marketability is determined by the recognition of the
value and price of the resource, and its introduction
into the system of economic turnover of state re-
sources, rather than by the process of its purchase
and sale, which is regulated by legislation. Without
this, the economic owner is deprived of the econom-
ic aspect and finds himself in unequal economic
conditions with producers of other industries.

The value of land should be recognised as
a component of productive capital. In each case,
it should reflect the role and importance of this
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resource in achieving the final economic results.
Inflationary processes should not affect the loss of
the natural form of land owned by the owner.

The philosophy of establishing enterprises
and organisations in the agricultural sector should
be oriented towards satisfying the interests of the
farmer-owner and the farmer in general. Ukraine
has completed the development of new economic
structures on a private foundation. Science has elab-
orated, and practice has accepted various models
and variants of such forms. In the newly established
farms, production relations are based on ownership
relations both for labour and for land and property.

Currently, no less urgent is the issue of estab-
lishing the same economic “rules of the game” for all
spheres and sectors of the national economy. In the
author’s opinion, it was and remains one of the main
functions of the state. However, it should perform
them not by command methods and interference in
the production activities of producers but through
the efficient use of economic levers. Objectivity in
the application of such economic methods to all
sectors of the country’s economic complex will be
the greatest support of the state in the development
of agro-industrial production.

The state requires to revise the pricing policy,
which should be fair to the agricultural sector. It is
not possible to agree with the situation that pric-
es for industrial goods are constantly growing at a
higher rate than for agricultural products. The thesis
proposed by science to provide the system of pric-
ing in the starting period of equal profit on equal
capital, with the inclusion of the value of land in the
agricultural capital, has not found understanding
and support and is not perceived by many at pres-
ent. Neglect of this fundamental element of a mar-
ket economy has resulted in the near bankruptcy of
public-sector agricultural enterprises.

The theoretical models of market economy
formed in developed countries are distinguished
mainly by the social orientation of economic activ-
ity, and the role of the state in the economic repro-
duction process. When evaluating foreign market
models, it should be remembered that in practice
there is no so-called free market, particularly for
agriculture.
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The experience of countries with economies
in transition demonstrates that those of them that
have embarked on the path of market reforms (East
Germany, Poland, Hungary, Czech Republic, Ro-
mania, Lithuania, Estonia, Albania, etc.) have over-
come or are successfully overcoming the difficulties
of the transition period in a short period and are in-
creasing their economic potential, in particular in
the agricultural sector. In Ukraine, the society has
not consolidated on a precise definition of the ways
of development of the national economy, thus, cur-
rently, three economies are operating simultane-
ously — administrative-command economy, which
has nothing to do with state regulation from the
standpoint of modernity, shadow and market econ-
omies, which are developing in different areas. In
the above list, the market economy is placed last
not by chance but as a sign that it now belongs to
the leading place. After all, a market economy is a
self-supporting economy, when profit (loss) is de-
termined by comparing the revenue from the sale
of products (services) with the full costs of its pro-
duction. The longer this “three-policy” economy is
in place, the more difficult the process of establish-
ing a market economy in the self-supporting sense
will be, the more non-payments will increase, and
their impact on production efficiency will be detri-
mental. Thus, the awareness of the market econo-
my process is developed.

Therewith, the market economy has its own
“rules of the game” (market laws), ignoring which
results in distortion of economic relations and de-
velopment of crisis phenomena. In particular, the
failure to consider land relations in these rules, in
the author’s opinion, was the main reason that all
the last components of market relations in econom-
ic terms work against the land, which results in cri-
ses in agriculture.

However, despite the decline in production
and significant socio-economic losses caused not
by the reform processes but by the global economic
crisis in general, the agricultural sector is gradual-
ly transforming into a fundamentally new agrarian
system, opposite to the one that has prevailed in the
country for more than 70 years in the form of collec-
tive and state farms. Instead of collective property,
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private land use and land ownership developed. Or-
ganisational forms of management have changed.

Under the previous system of management,
Ukraine was unable to ensure an appropriate level
of agricultural production. Thus, back in 1990, the
Verkhovna Rada of Ukraine adopted the Law “On
Transition to a Market System of Management”. The
Law of Ukraine “On the priority of social develop-
ment of the village and agro-industrial complex in
the national economy” was adopted (Law of Ukraine
No. 400-XII..., 1990). However, the mechanisms and
tools for their implementation and control have not
been developed yet.

The laws adopted in 1990 had to be implement-
ed step by step, but for many years this was resisted,
including by those who voted for them. If the decision
on the necessity of transition to the market system of
management has been adopted, it is not clear what
the discussions have been about until now. As for the
peasants, not all of them were psychologically ready
for the new conditions of management. It demon-
strates, first of all, their lack of understanding of the
economic content of reforms, and market self-sup-
porting economic system. And this is not surprising,
since a significant part of managers and specialists
still do not accept such concepts and categories as
capital, goods, profit margins, and excess profit de-
velopment, which should be used in all vertical and
horizontal economic activities. However, there are
still unnecessary discussions around this alphabet-
ical truth. Is it possible to establish normal produc-
tion relations in the countryside, while neglecting
land relations? However, many politicians who ad-
opted the law on the transition to a market economy
still do not consider land relations to be a compo-
nent of production relations. And Ukraine has been
in such uncertainty for almost a quarter of a century.

It should be understood that the world is ruled
by financial capital. To balance the role of different
types of capital, it is necessary to find the full value
of productive agricultural capital, which cannot be
achieved in agriculture without including the val-
ue of the land. Without land - the main resource of
production, agriculture is destined to lose in com-
parison with other industries. Many are still afraid of
the land market. But it is not the main thing. First of



all, it is necessary to acknowledge the value of land
as a resource, to know its price. If we will receive
accumulations or dividends on the mentioned re-
source, then the question will arise: to sell it or not?
In this regard, there is an instructive example when
the chief of an Indian tribe was given dollars, offer-
ing to sell the land, he threw the dollars into the fire
and said: “Look, the money is burning, but the land
is not! I will not sell it”. Therefore, the land and its
economic fertility as a national wealth must have a
value and, accordingly, a price.

Without belittling the place, role, and impor-
tance of any sector in the economy of Ukraine, the
only right thing to do is to assume that agriculture,
agro-industrial production in general, is the most
important among them. According to the objective
law that has developed over the centuries, a country,
if it wants to be strong and independent, must take
care of its food supply. In world practice, the fact that
the reconstruction of the country’s economy began
with agriculture has proved itself.

The analysis of the economic state of agri-
cultural development confirmed the rightness of
the position of agricultural economists that the
implemented economic mechanism in the agro-in-
dustrial complex and economic policy was based on
false foundations and therefore was unable to bring
the Ukrainian economy on a growth trajectory, and
the imperfection of pricing policy, monetary system,
taxation and other components of the economic
mechanism. In general, the macroeconomic policy
appeared to be imperfect and subordinated to the
state fiscal interests so it began to contradict the inter-
estsofagriculture and peasants, and this was the main
reason for the critical state of agricultural production.

Most of the reasons for the current state of ag-
riculture and agro-industrial complex are outside
agriculture, namely in the sphere of macroeconom-
ics, while the economic mechanism does not work in
favour of agriculture. Such a situation is explained,
first of all, by the lack of competitiveness of agri-
cultural products and processing industries in the
domestic market. The flow of cheap imported food
products has captured a share of consumers. In ad-
dition, a large number of enterprises in Ukraine op-
erate under the cost model of management. There
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is an increase in the cost of production, in particu-
lar milk, meat, eggs, and other livestock products.
In addition, it applies to the fruit and vegetable in-
dustry. With low effective demand from consumers,
domestic products do not find sales, therefore, pro-
ducers are forced to sell them at prices below costs.

In Ukraine, there is objectively no possibili-
ty for substantial support of commodity producers
and the equivalent exchange of products between
agriculture and industry, and therefore there are too
large disproportions.

The crisis in the agricultural sector is intensi-
fying, as most agricultural enterprises and organisa-
tions that produce consumer goods are outside the
current functioning market. A significant part of the
consumer market is represented by imported goods,
about 80% of bank capital serves only the sphere of
circulation. The latter does not go to rural produc-
ers but mainly circulates in import-export trade,
which is recognised as one of the main reasons for
the decline of important sectors of the agro-indus-
trial complex. Distorted market relations do not pro-
vide savings for reproduction, thus, natural forms of
production are introduced. At the beginning of the
agrarian reform, in 1991, the author published in
the journal “Bulletin of Agricultural Science” (Ne 2)
the article “Market from the standpoint of an agri-
cultural economist” (Sabluk, 1991; Sabluk, & Luzan,
2019). It outlined the first steps of agrarian transfor-
mations, which later became the foundation of the
concept of agrarian reforms. First of all, an essential
condition for the transition to a market economy
was the implementation of land reform in Ukraine.

The issue of land ownership is extremely sig-
nificant, as land is the property of the people living
in a particular territory. Therefore, the most import-
ant thing in the implementation of land reform in
the country is the transfer of land to the ownership
of villages, settlements, and city territorial commu-
nities, providing them with full authority over the
land fund. Currently, the processes of decentralisa-
tion of power in Ukraine require using all available
reserves, particularly land reserves.

Self-reliance, independence of the citizen,
and revival of the true owner of the land are impos-
sible without private property. Based on the right to
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dispose of land, which was granted earlier by the
Land Code of Ukraine (Land Code of Ukraine
No. 2768-I1I..., 2002) it is necessary to have perma-
nent land commissions consisting of people’s depu-
ties, managers, specialists of agricultural enterprises
and governing bodies, lawyers, and land surveyors.

The Land Commission decides on the prepa-
ratory work that precedes the provision of land for
a possession, use (including lease) or its sale and
withdrawal, in particular:

—inventory ofland by landowners and land users;

—analysis of land use status;

— clarification of the demand for the land of
industrial enterprises and organisations wishing to
conduct subsidiary agriculture or arrange collective
gardening and horticulture.

To establish an economic mechanism for
the rational use of land, improve its quality, and
strengthen the reliability of protection, the legisla-
tion provides for paid land ownership and land use.
Payment for land is performed in the form of land
tax or rent, the amount of which depends on the
quality and location of the land plot.

Payment for land and rent should go to the
budget of rural and settlement territorial communi-
ties. Such funds should be used exclusively for the
intended purpose of measures to improve land fer-
tility, financial incentives for landowners, land users
and tenants, land management, and land protection.

The level of income of farmers, which the state
refused to regulate, does not allow them to provide
even simple reproduction of production. As a result,
agricultural workers receive the least income per
unit of resources invested in production, and land
is not a component of the capital of these resources.
For this reason, the wages of farmers are two to three
times lower than in other sectors of the economy, as
a result of which they do not receive their due pay-
ment every year.

Reacting to such injustice, peasants refuse to
work on the land granted to them in the process of
reforms, rent it out, and massively leave for cities or
to work in other countries.

Peasants should be actual owners of the land
and the results of work on it, and today there are
almost 7 million owners of land shares. Without this,
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rural areas will not develop, and social issues in the
countryside will not be solved. Moreover, there will
be no economic growth of the state, as agriculture is
based on the functioning of more than 12 sectors of
the country’s economy.

Notably, despite all the difficulties in Ukraine,
a lot has been done to develop the national econo-
my. In particular, several Presidential decrees have
been adopted, and a strategic model of innovation
and investment development has been developed,
according to which Ukraine’s economy is classified
as an industrial country. The active role of the state
in the search for mechanisms and tools for optimal
development of the agricultural sector was initiated
in 2004 by the Law “On State Support of Agriculture
of Ukraine” (Law of Ukraine No. 1877-IV..., 2004; Sa-
bluk, 2019). Therefore, itis crucial to bring this work to
its logical conclusion. In particular, it is necessary to
manage budgetary resources rationally and efficient-
ly. If these funds are used to produce machinery, and
fertilisers, reduce the cost of loans, support leasing,
etc., bypassing the peasant, the effect will be minimal.

To ensure the efficient operation of the Law
“On State Support of Agriculture of Ukraine”, itisnec-
essary to develop the tools for its application, to en-
sure that the difference between the minimum and
maximum procurement prices, the establishment of
which is provided by law, is the price corridor that is
skillfully used by all civilized countries of the world
and which should be fully implemented by Ukraine.

First of all, it is necessary to eliminate the im-
balance between the demand for basic foodstuffs
and the population’s ability to pay. It is well-known
that the level of consumption of staple foods is
much lower than the rational provisions. The total
nutritional value of the diet decreased by one-third.
There is insufficient filling of the market with many
types of domestically produced food. The protec-
tion of domestic producers in the domestic market
requires strengthening. The domestic food market
is not sufficiently organised, which results in an un-
justifiably large number of intermediaries and a low
share of products sold under contracts.

The practice of reform in the agro-industrial
complex demonstrates that with the intensification
of transition processes, land lease and the expansion



of its market turnover become the main instruments
of the mechanism for further development of land
relations (in the field of concentration of land in the
ownership of efficiently operating farms of all types).
The condition for such involvement is the compre-
hensive development of the entire market mecha-
nism, clear state regulation of the land market, and
the entire system of agrarian relations according to
the laws of the market. Thus, it is necessary to legis-
late such regulation of land relations.

»Conclusions

Due to the current unsystematic agricultural policy,
the efficiency of the potential of agriculture is
significantly impaired. Due to the limited managerial
state influence on rural development, the strategic
purposes of economic entities are not achieved.

Notably, the rural settlement network is
changing due to the significant progress of labour
migration ofresidents, loss of theirinterestin working
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on their land, and hence the reduction of additional
financial resources that ensure the functioning of
the village. If villages are devastated, then there is an
almost complete curtailment of measures to restore
rural land relations, the fertility of agricultural land,
and the return on the labour invested in them is lost.
All this testifies to the lack of a coherent national
policy in the field of land relations in the country.

It is the modernisation of land relations that
provides an opportunity to objectively assess the
value of land, and to equalise economic problems in
the agricultural sector, which should have a positive
impact on the state and development of rural areas.
Thus, the highest authorities (Ministry of Agrarian
Policy and Food of Ukraine, Cabinet of Ministers
of Ukraine) should support with practical actions
those specific mechanisms that will successfully
work for the development of land relations in
the state with the active participation of land
resources in the economic turnover of the economy.
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Mpo6nemun MmopepHisauii 3eMenbHUX BiAHOCUH B YKpaiHi
MeTpo TpoxumoBuy Cabnyk

HauioHanbHoOi akageMii arpapHmx Hayk YKpaiHu
01010, Byn. Mmxamna OmenaHoBu4ya-rNaBneHka, 9, M. Kuis, YKpaiHa

» AHoTauiga. HeoOximHicTh yIOCKOHA/IEHHSI 3€eMeJbHUX BiJHOCHMH B arpapHOMy CEKTOpi Ha JIOKaJbHOMY,
perioHaJbHOMY i 3aTaIbHOAEPKABHOMY PiBHSX 3aTOCTPIOETHCA 3 OIVIAAY Ha 3aBJaHHA HUHIITHBOT0 TOpedOpMeHOT0
3eMJIEKOPUCTYBAHHS, BasKJIMBOIO CKJIAI0BOIO SIKOTO € CTBOPEHHS €K0JIOT0-0€e3[eYHNX Ta EKOHOMIYHO-e()eKTUBHUX
MexaHi3MiB BUKOPUCTAHHA 3eMeJb y CiIbCBKOMY rocrnomapcTBi. MeTa cTaTTi — BUCBITVIMTH Ta OOIPYHTYBaTHU
TeOpeTHUYHi II0JI0KEeHHS 3eMeJIbHUX BiTHOCHH y MOJIIIIeHH] CUTyallil B Ci/IbChKOTOCIIOAapChKOMY BUPOOHUIITBI.
OCHOBOIO AJIA OOCJiI)KEeHHA CTaJdd TeOPEeTUYHi IMOJIOKEHHS IIO0N0 XapaKTepUCTUKHU 3eMeJbHHUX BiJHOCHH Y
PUHKOBUX YMOBAax Ta BUKOPUCTAHHA CiIbCBKOTOCIOAAPCHKUX 3eMeJIb Y OiATbHOCTI arpoIIpPOMUCIOBOIO CEKTOPY
Vkpainu. JJoCATHEeHHIO MeTH JNOCJTiKeHHs CIyryBajy 3araJbHOHAYKOBI METONM YIPaBJIiHHA BUPOOHUITBOM Ta
nisHaHHA OpoleciB ¢opMyBaHHA BUPOOHUYUX 3eMeJIbHUX BilHOCHH. 3HaHHA cHenUudikKM arpapHOTO CEKTOpY,
peaJIbHOIrO CTaHY CIIbCHKOTO SKUTTS, 3a/IiTHHA y IIPOIIeC sIKICHO HOBOT'O CTaHy eKOHOMIKHU — PUHKY 3eMJIi, BUCTYIIA€
CBilUEHHAM TOroO, 1110 PUHKOBA €KOHOMIiKa 3a 3MiCTOM Iie FOCIIPO3paxyHKOBA eKOHOMiKa i BU3Ha4a€: 3icTaBJIeHHA
BUTpAT 3 BUPYYKOIO BiJl peasisaliil IpoAyKIlii; JomycKae BibHe MiAIPUEMHUIITBO, CAMOCTIHHICTD, BiANIOBiTaIbHICTH
Ta iHTepec TOBapOBUPOOHWKA; 3iiCHEHHS TislJIbHOCTI Cy0O’€KTa TOCIIOfapioBaHHs, B IIEHTPi IKOTO € JoguHa i ii
SKUTTEBUH colianbHU 3axucT. Po3po0bJseHo cTpareriuni 3acagu pedopMyBaHHSA 3eMeIbHUX BiJHOCHH B arpapHOMY
BUPOOHUIITBI KpalHM AK NIepeayMOBH iX palfioHaJbHOI OpraHisaril Ha HUHIIIHBOMY eTalli TOCHOJapIOBAaHHA B
CiJIbCBKUX perioHax. 3aCTOCyBaHHA TEOPETUYHUX I10JI0KEeHb 3eMeJIbHUX BiTHOCHH, iX pedOpMyBaHHA i CTAHOBJIEHHA
SIK TpaHChOpMAaIiltHUH IpoIiec y CiTbchbKOrocnogapcbKoMy BUPOOHUIITBI. Pe3ynberaTtu JOCTiAKeHH BUSHAUYEHO SIK

BIJINBOBI (bakTOpU Ha (DOPMYBaHHSA PUHKY 3€MJIi B HOBUX YMOBaX rocliofgaploBaHHs

» Knro4oBi cnoBa: crparerivHi 3acajy, pUHKOBa €eKOHOMIKa, HOBUI arpapHuii ycTpiii, BApTiCTh 3€MJTi, TPOIOBOJIBYE

3abe3mnevyeHHsT, EKOHOMIYHUI MeXaHi3M, iIHTepecu cesIsTH
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» Abstract. In the current conditions, the production of dairy products occupies a leading place in the agro-
industrial complex of Ukraine. Ukraine has a high economic, climatic and labour potential for the development of
the dairy industry. The purpose of the study — a comprehensive analysis of the efficiency of the economic mechanism
of relations between the participants of the dairy market, and indicators of the functioning of dairy processing
enterprises with the justification of the areas of its improvement. In the course of the study, several methods were
used: abstract-logical — for developing conclusions; comparative analysis — for comparing the performance indicators
of dairy processing enterprises and identifying trends in their changes; tabular — for visualising the results of the study;
coordinate matrix — in determining the aggregate integral indicator of the efficiency of dairy processing enterprises;
calculation and constructive — to calculate indicators of economic efficiency, liquidity and solvency, financial
stability and business activity of enterprises; monographic — in detailing current trends in the functioning of dairy
processing enterprises; factor analysis — to determine the factors influencing the net financial result of enterprises.
The modern transformations occurring in the market of milk and dairy products in Ukraine are considered, and the
scale of the decrease in supply and demand indicators is established. The current state of the raw material base of
milk processing enterprises of Ukraine (dynamics of purchase prices for milk, quality monitoring, a retrospective
of milk purchases by dairies) is analysed. The efficiency of functioning of milk processing enterprises of the group
of companies “Milk Alliance” was monitored. The element structuring of analysis of the efficiency of functioning
of milk processing enterprises is proposed and tested. The aggregate integrated indicator of the efficiency of milk
processing enterprises is calculated based on the structuring of a set of priority indicators of economic efficiency,
liquidity and solvency, financial stability and business activity. The main areas of improving the efficiency of milk
processing enterprises are proposed. Methodological and practical aspects of a comprehensive study of the efficiency
of the economic mechanism of functioning of milk processing enterprises of Ukraine and substantiation of areas for
its improvement were further developed. The identified approaches and results of the study can be used by state and
sectoral authorities in the organisation of monitoring and development of priority measures to improve the efficiency
of domestic dairy enterprises
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» Introduction

Ukraine as a state is increasingly entering the
marThe economic mechanism of the functioning of
dairy enterprises in the market environment is con-
sidered one of the most important factors influenc-
ing the provision of the population with vital food
and food independence of the country. The nature
of the economic mechanism is based on incentives
and interests, the totality of which constitutes the
driving force of development, and the essence of this
mechanism is manifested in the functions arising
from its objectives. Among them, a prominent place
is devoted to the harmonisation and realisation of
social and personal interests, and the establishment
of conditions for the effective implementation of the
economic growth potential [1].

The economic mechanism is a system, the struc-
ture of which includes organisational and economic
subsystems, in which organisational and economic
mechanisms with levers that ensure the vital activity
of business entities are established. The levers of the
organisational mechanism include market self-reg-
ulation, information space, state regulation, insti-
tutional, innovative, investment and management
environment. The levers of the economic mecha-
nism are costs/resources, production of goods/ser-
vices and income of various types. There is growing
interest in considering the economic mechanism
through the prism of ensuring optimal interaction
of market participants.

»Analysis of recent studies and publications

Considerable attention to the theoretical aspects of
the economic mechanism in the late twentieth and
early twenty-first centuries was devoted by L. Ab-
alkin [2]; I. Lukinov, O. Onishchenko, B. Paskhaver,
A. Chukhno [3] etc, to applied problems related to
self-supporting relations — P. Sabluk, M. Malik, V. Oli-
ynyk; financial — M. Demianenko [4]; P. Stetsyuk,
V. Aleksiychuk, S. Navrotsky. The organisational and
economic mechanism of agro-industrial production
development is substantiated by Yu. Luzan [5]. The
levers and tools of the organisational and econom-
ic mechanism are defined by V. Rossokha [6]. The
economic mechanism that defines a set of choices
of economic entities, each of which is defined by a
particular result, was investigated by L. Hurwicz [1].

Zainchkovskyi & Kryvun @

The components of the economic mechanism of the
efficient functioning of the dairy industry are estab-
lished by N. Shyian [7].

Particular components of the economic mech-
anism for improving the efficiency of dairy produc-
tion were devoted to their scientific works N. Babiak,
A. Paskalova [8]; V. Dzhedzhula, I. Epifanova [9];
I. Zhalinska [10]; T. Keranchuk [11]; O. Kozak [12];
O.Mykhailenko [13]; O. Ralko [14]; V. Rossokha, O. Pet-
rychenko [15]; S. Tyvonchuk [16]; O. Usykova [17];
I. Fedulova [18]; O. Shpychak [19]. Therewith, consid-
eration of the economic mechanism of interaction
between participantsin the dairyindustry and its effi-
ciency based on the performance of dairy processing
enterprises remains outside the scope of the study.

The purpose of the study — a comprehensive
analysis of the efficiency of the economic mecha-
nism of relations between the participants of the
dairy market, and indicators of the functioning of
dairy processing enterprises with the justification of
the areas of its improvement.

Research methodology. In the course of the
study, several methods were used: abstract-logical —
to develop conclusions; comparative analysis — to
compare the indicators of raw milk supply, the effi-
ciency of dairy processing enterprises and identify
trends in their change; tabular — for visual display
of the results of the study; coordinate matrix — in
determining the aggregate integral indicator of the
efficiency of the economic mechanism of dairy pro-
cessing enterprises; calculation and constructive —to
calculate indicators of economic efficiency, liquidi-
ty and solvency, financial stability and business ac-
tivity of enterprises; monographic — in detailing the
current trends in the functioning of dairy processing
enterprises; factor analysis - to determine the factors
influencing the net financial result of enterprises.

» Results and Discussion

The market of milk and dairy products is a distinct
system of commodity-money relations between eco-
nomically separate producers of food raw materials,
processing enterprises and consumers of final prod-
ucts. It covers the entire social reproductive process,
including production, distribution, exchange, and
consumption to provide the population with the
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most important food products and to obtain the ex-
pected income of all market operators [18].

The instability of the dairy market, a steady
tendency to curtail milk production in households
resulted in a decrease in the production of milk and
dairy products. In 2020, milk production decreased
by 17.6% compared to 2010, and the volume of its
supply to dairy processing enterprises decreased
by 26.7%. However, the ratio of products produced
by dairy processing enterprises to milk supplied by
agricultural producers increased by 15 p.p. It is ex-
plained by the increase in the level of processing of
raw materials and the increase in the physical vol-
ume of milk and cream imports by 3.5 times.

During the period 2012-2020, the total supply
of milk and dairy products decreased by 10.8% (from
12.2 to 10.9 million tons), and the total demand de-
creased by 16.4% (from 11.7 to 9.8 million tons), due
toadecrease in consumption by 14% and a significant
(46.3%)reductioninexportsofmilkanddairyproducts.

The realities of the functioning of the dairy in-
dustry in rather long crisis conditions contributed to
the developmentand establishment of integration ties
between dairy producers. Consolidation between milk
producers and processors is performed mostly on a
contractual basis. When uniting producers into pools
and establishing dairy cooperatives for the wholesale
of milk, dairies provide them with milk coolers and
assume the costs of arranging milk collection points.
Such a mechanism of cooperation allows for the
purposefully development and supply of significant
volumes of dairy raw materials for processing [15].

The profitability of milk production depends
on such main factors as the level of purchase prices,
the scale of production, livestock productivity and

labour productivity, and the cost of production. Pur-
chase prices for raw milk fluctuate both in dynam-
ics and by regions of the country. During 2010-2020,
the average purchase price of milk by processing
enterprises tripled (from 2605 to 7899 UAH/t) with
variations by regions of the country. Purchase prices
for milk in enterprises exceeded the prices of house-
holds by 1.3 times.

The priority factor affecting the price of milk
is its quality. On January 1, 2020, new quality stan-
dards for “homemade milk” came into force, the
provisions of which are set out in DSTU 3662-97
“Whole Cow’s Milk. Requirements for procurement”.
According to this document, there are three grades
of milk in Ukraine: extra, higher and first. The up-
dated DSTU applies to whole raw cow’s milk during
procurement. It cancels the second grade of milk
(raw or “home milk”) for acceptance at processing
plants. During the period 2010-2020, the volume
of milk purchases from agricultural enterprises by
dairy plants increased from 1794 to 2348 thousand
tons or 1.3 times. In addition, the quality of milk has
a steady upward trend. The purchase of extra milk
increased 10 times, and its share in the total vol-
ume increased from 4.4% in 2010 to 34.6% in 2020.
In 2020, 47.6% more premium milk was purchased
than in 2010, and its share increased by 2.9%. The
volume of purchases of second-class milk decreased
by 98%, from 779.5 thousand tons in 2010 to 15.8
thousand tons in 2020. According to European stan-
dards in 2020, dairies purchased 1759.5 thousand
tons of milk, which is 68.8% of the total volume,
compared to 35.7% (675.2 thousand tons) in 2010.
The purchase of raw milk by processors from house-
holds decreased by 3.5 times (Table 1).

Table 1. Purchase of milk by dairy plants by grades of DSTU 3662-97 in dynamics

Indicator 2010 | 2012 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 igzzo(;‘ly;’
Agricultural enterprises
Total, tgll?susand 1793.6 | 2159.8 | 2297.9 | 2286.9 | 2375.7 | 2533.1 | 2560.1 | 2428.1 | 2347.7 | 130.9
Including
extra 82.8 | 1205 | 2232 | 247.6 | 366.4 | 441.1 | 5862 | 7103 | 885.2 tilx?{gs
highest 592.4 | 7105 | 820.7 | 849.9 | 923.0 | 987.1 | 10362 | 937.9 | 8743 | 147.6
quality
1 quality 1120.1 | 1311.4 | 12505 | 1196.9 | 1056.0 | 1018.1 | 894.6 | 844.4 | 776.1 | 69.3
1I quality 7795 | 127.9 | 1287 | 113.0 | 1602 | 2347 | 193.8 | 97.1 15.8 2.0
non-varietal 17.1 7.4 5.2 5.3 6.3 7.4 9.0 20.6 4.7 27.5
cooled up to 10°C | 1283.6 | 14759 | 1648.2 | 1651.5 | 1760.1 | 1947.8 | 2173.4 | 1884.1 | 1855.3 | 144.5
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Table 1, Continued

Indicator 2010 | 2012 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 %)372206(1@
Households of the population
Total, ttcl)ll‘l)susand 24773 | 1953.8 | 1699.1 | 1311.5 | 1161.4 | 1199.8 | 1054.2 | 8222 | 7082 | 286
Including
extra - - - 34 66 0.38 - - - -
highest 2.5 44 1.7 1.0 0.61 1.6 2.3 0.9 1.6 64.0
quality
1 quality 2904 | 3408 | 2052 | 1192 | 107.8 | 1104 | 1355 | 101.9 | 5858 | 201.7
1I quality 1576.2 | 1507.7 | 1451.6 | 1162.9 | 1028.2 | 1081.0 | 903.6 | 707.9 | 134.8 8.6
non-varietal 172.1 | 1543 | 786 63.0 61.1 45.9 47.1 40.5 10.8 6.3
cooledupto 10°C | 774.9 | 7183 | 8054 | 629.2 | 4894 | 544.0 | 559.0 | 354.4 | 4185 | 54.0

Source: Developed based on [20]

According to the data, the quality of milk in
households and agricultural enterprises differs sig-
nificantly. Extra milk was purchased by processors
only during 2015-2017. The volume of premium milk
supplied for processing by households decreased by
36.0%, first-grade milk doubled, and its share in-
creased from 11.4% in 2010 to 79.9% in 2020. The
purchase of non-grade milk by dairies decreased 9
times, with its share decreasing to 1.5%. The overall
decrease in the purchase of milk cooled to 10°C is
almost doubled by an increase in its share in the dy-
namics of the period under study by 27.9 p.p.

The decrease in the production of most types
of dairy products over the past seven years could not
but affect the dynamics of their sales. Thus, during
the analysed period, natural sales of liquid milk de-
creased by 21.2%, milk and cream with a fat content
of more than 6% — by 40.4%, milk powder - by 32.8%,
and butter — by 26.4%. The growth of sales was reg-
istered only in the range of flavoured dairy products
(1.2 times). Therewith, the sale of dairy products in
monetary terms has a positive trend. The cost of lig-
uid milk sold from 2014 to 2020 has doubled, milk
and cream with a fat content of more than 6% — by
67%, processed cheese — by 2.5 times, fresh cheese —
by 2 times, fermented milk products — by 1.9 times,
flavoured fermented milk products — by 3.1 times,
ice cream — by 3.4 times.

In the course of the study, the tendency of rel-
ative equivalence of exchange between industrial
and agricultural products, milk processing and raw
milk production was established. Thus, during 2014-
2020, the selling price of milk increased from 3117 to
8036 UAH/t, which is 2.6 times. By categories of pro-
ducers, agricultural enterprises increased the selling

price by 2.5 times (from 3588 to 8840 UAH/t), and
households - by 2.8 times, from 2425 to 7006 UAH/t.
Regarding the price dynamics of the range of dairy
products, equivalent growth rates are observed. The
price of liquid and fat milk has increased by 2.5 and
2.8 times respectively. Butter has become 2.6 times
more expensive, fresh cheese — 2.4 times, rennet
cheese — 2 times, and dairy products — 2.5 times.

System analysis convincingly demonstrates
that for the development of milk production and pro-
cessing it is essential to ensure the efficiency of the
“production-processing-sales” chain. For this pur-
pose, the orientation of production to the end con-
sumer on the principles of marketing should define
precise purposes and methods of their achievement
by each participant of the integrated production.

Monitoring of the efficiency of dairy process-
ing enterprises was performed on the example of the
Group of Companies “Milk Alliance”, whose activi-
ties are related to milk processing and production
of hard cheeses, milk powder, whole milk products,
butter and other related products (Fig. 1).

The Group’s production facilities are located in
different regions of Ukraine, including Kyiv, Cherni-
hiv, Cherkasy, Poltava, Kirovograd, Vinnytsia and
Mykolaiv regions. The immediate parent company
of JSC “Milk Alliance” is MilCo Holding N.V. (Neth-
erlands), which owns 100% of shares of JSC “ Milk
Alliance “. The Group of companies “Milk Alliance”
unites powerful enterprises for the production and
sale of the main types of dairy products, the leader
of the dairy industry of Ukraine.

The Group of companies includes enterprises
for the production of cheese, whole milk and dairy
products,enterprisesforthecollectionandprocessing
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of milk and dairy products, and companies engaged
in the sale of products in Ukraine and abroad. The
products are manufactured under the brands “Pyri-
atyn”, “Slavia”, “Yagotynske”, “Yagotynske for Chil-
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dren”, “Zlatokrai” and “Milk Alliance”. The company’s
product portfolio is balanced to meet the demands
of a wide range of consumers in various product cat-
egories of the dairy and cheese market.

PJSC “MILK ALLIANCE” (Kyiv)

LLC “Trostyanets Dairy Plant” (Vinnytsia region, Trostyanets district, Severynivna village)

LLC “Bashtanka cheese plant” (Mykolaiv region, Bashtanka)

PJSC “Zhytomyr Butter Plant” (Cherkasy region, Zolotonosha)

LLC “Pyriatyn cheese plant” (Poltava region, Pyriatyn)

JSC “VarvamasloSyrZavod” (Chernihiv region, Varva district, Varva village)

LLC “Novoarkhangelsky cheese factory” (Kirovograd region, Novoarkhangelsk)

LLC “Yagotyn Butter Plant” (Kyiv region, Yagotyn)

ALC “Zolotonosha specialised motor transport enterprise”

JSC “NADIA” (Kyiv region, Zgurovsky district, Zgurovka village)

LLC “Etalonpolprodukt” (Kyiv)

LLC Trading House “Etalon” (Kyiv)

Figure 1. Enterprises belonging to the Group of companies “Milk Alliance”, 2020

Source: Developed based on [17]

The company is in continuous search of new
progressive solutions and new products. Innovative
technologies are being introduced, and the principles
of business management are constantly being im-
proved, in particular, all the largest plants are certified
according to international standards of management
and quality control ISO 9000 and HACCP which al-
lows the enterprises of the Group of companies “Milk
Alliance” to meet modern market requirements [21].

The economic mechanism of functioning of
JSC “Milk Alliance” and its enterprises is structured:
on the management of production and assortment
of dairy products manufactured by the company’s
enterprises; on the system of quality assurance and
control of products; on the organisation of supply of
raw materials and other material resources; on the
marketing management system; on the organisation
of national sales and export; on the system of infor-
mation support, development and implementation
of information technologies, software; on the or-
ganisation of research and development. All dairies
of JSC “Milk Alliance” have successfully passed the
certification audit for compliance with the integrat-
ed food safety and quality management system with
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the requirements of two international standards ISO
9001:2015 and ISO 22000:2018 (HACCP).

These define the
requirements for a food safety and quality man-

international standards

agement system and are designed specifically for
organisations that wish to prove their ability to sys-
tematically produce quality and safe products that
meet consumer requirements.

In 2020, all enterprises confirmed the interna-
tional Halal certificate issued by the “Halal Alraid”
Research and Certification Center, which allows
Muslims around the world to eat all assortment
items of the “SLAVIA”, “Yagotynske”, “Pyriatyn” trade-
marks. The mentioned certificate provided an op-
portunity to export food products to the countries of
the Arab-Muslim world. The economic mechanism
of the functioning of dairy processing enterprises
included in the Group “Milk Alliance” has unified
tactics designed to improve the sanitary condition
of enterprises, the introduction of deep processing
of raw materials, and energy saving.

The comprehensive analysis of the efficiency
of the economic mechanism of functioning of dairy
processing enterprises in the process of research is



structured by the following elements: assessment
of the production and assortment policy of enter-
prises; assessment of the economic efficiency of
enterprises and using their resource potential; fac-
tor analysis of changes in the profitability of enter-
prises; monitoring and diagnostics of liquidity and
solvency of enterprises; analysis and determination
of the level of financial stability of enterprises; mon-
itoring the level of business activity of enterprises;
determination and retrospective analysis of the in-
tegrated indicator of the efficiency of the economic
mechanism of milk processing enterprises.

The application of the tools of such a struc-
tured system of indicators provided an opportunity
to analyse in detail in retrospect the efficiency of the
economic mechanism of the dairy processing enter-
prises of the Group of Companies “Milk Alliance”.

Notably, each dairy processing enterprise that
is a part of Group “Milk Alliance” has its specific fea-
tures. Thus, LLC “Yagotynsky Butter Plant” and the
branch “Yagotynske for Children” are located near
Kyiv and the main consumers of their products are
urban residents. Enterprises have the opportunity to
sell low-transportable and unsuitable for long-term
storage of drinking milk and fermented milk prod-
ucts without deep processing of raw materials.

The processing enterprises (LLC “Bashtanka
Cheese Plant”, LLC “Zolotonosha Butter Plant” and
LLC “Pyriatyn Cheese Plant”), which are located far
from large cities and consumers, mostly process
milk into products with a long shelflife (hard chees-
es, butter, condensed milk, skimmed milk powder,
casein) and wide domestic and foreign markets.

Monitoring of the efficiency of the economic
mechanism of milk processing enterprises was per-
formed according to their production and finan-
cial statements. The analysis of the production and
sales policy of dairy processing enterprises identi-
fied some trends. During the analysed period, LLC
“Bashtanka cheese plant” almost halved the pro-
duction and sales of hard cheeses (from 3697 tons in
2017 to 1978 tons in 2020), sales of processed cheeses
decreased by 38.4%, and butter — by 27.7%. There is
a structural transformation of the assortment policy
of the enterprise in the field of increasing the pro-
duction and sale of different types of fermented milk
products — yogurts — 1.9 times, milk — 1.7, fermented
baked milk — 1.5, sour cream and kefir — 1.4 times.

Zainchkovskyi & Kryvun @

The transformation processes that have oc-
curred in the field of the export orientation of the
dairy industry of Ukraine have influenced the as-
sortment policy of LLC “Zolotonosha Butter Plant”.
During the analysed period, the production and
sales of hard cheeses decreased by 10 times (from
1501 tons in 2016 to 155 tons in 2020). The compa-
ny increased the production of butter by 1.5 times,
protein and fat products — by 1.3 times, and whey
powder - by 1.2 times. Since 2018, the company has
expanded its range of dairy products and started the
production of milk powder and soft cheeses.

The second in the Group of companies “Milk
Alliance” in terms of production and revenue from
sales of LLC “Pyriatyn cheese plant”. During the an-
alysed period, the company remained unchanged
in the production of its main product — hard cheese
(3,500 tons of cheese were produced in 2020 com-
pared to 3,200 tons in 2016) but expanded its range
since 2018 with the production of milk-containing
products and whey powder.

LLC “Yagotynsky Butter Plant” ranks first in
terms of production and sales of dairy products in
the Group of Companies “Milk Alliance”. During
2016-2020, the company increased the production
and sales of its product range — drinking milk — by
5.3%, cheese and curd products — by 10.0%, and fer-
mented milk products - by 42.4%.

Revenue of LLC “Bashtansky cheese plant”
from the sale of dairy products increased by 26.2%
(from 718.9 million UAH in 2014 to 907 million UAH
in 2020), gross profit increased by 24%, while the net
financial result decreased by 17.3%, or by 5 million
UAH (Table 2).

During the analysed period, the company re-
ceived a net loss in the crisis years of 2015 and 2019.
Factor analysis of the decrease in the net financial
result identified that the decrease in the profitabil-
ity of the enterprise was influenced by: an increase
in the cost of production of dairy products (a de-
crease in profit amounted to UAH 163.4 million), an
increase in financial expenses related to borrowings
and interest payments, reduced net profit by UAH
38 million, an increase in operating expenses re-
duced profit by UAH 6.1 million.

The operating leverage effect is estimated at
0.66, i.e. with a 1% increase in sales, net profit in-
creased by 0.66%. Production risk is assessed as low.
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The increase in revenue from sales of LLC “Zoloto-
nosha Butter Plant” was 52.4% (from UAH 644.4 mil-
lion in 2014 to UAH 999.2 million in 2020). However,
the rate of cost growth led to a decrease in the gross
profit of the enterprise by 19%. Due to a significant
increase in other income, the company’s net profit
doubled and reached UAH 71.5 million in 2020. The
company was unprofitable in 2015, 2017 and 2018.
Based on the factor analysis of changes in net profit, it

was established that the priorityimpact on its growth
was an increase in sales revenue (the impact was es-
timated at UAH 343.4 million), and an increase in
other operating and other income of the enterprise,
which increased net profit by UAH 55.5 and 51.0 mil-
lion, respectively. The level of operating leverage of
the enterprise was 1.32, which states a rather high
sensitivity of net income to changes in sales reve-
nue and the presence of significant production risk.

Table 2. A general assessment of the composition and dynamics of financial results
of the enterprises of LLC “Milk Alliance” in 2014-2020, UAH mIn

2020, %,
Indicator 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | before
2014
LLC «Bashtanka cheese factory»
Net income from sales of 7189 | 5815 | 6647 | 8469 | 1023.8 | 997.9 | 907.0 126.2
products (goods, works, services)
Cost of sales of products (goods, | 12 | 4a84 | 5244 | 6817 | 841.11 @ 8868 | 7790 | 1265
works, services)
Net financial result: income (loss) 28.8 (3,9 439 46.0 24.1 (14,8) 23.8 82.7
LLC «Zolotonosha Butter Plant»
Net income from sales of 655.5 | 6752 | 764.3 | 1087.4 | 10525 | 1095.0 | 999.2 152.4
products (goods, works, services)
Cost of sales (goods, works, 5456 | 617.2 | 659.1 | 899.6 | 970.8 | 10335 | 891.4 163.4
services)
Net financial result: income (loss) 35.4 5,9 44.4 73.6 (25,8) (54,3) 71.5 202.0
LLC «Pyriatyn cheese plant»
Net income from sales of
products (goods, works, 773.2 759.1 1055.4 1521.0 1616.5 1356.0 1371.0 177.3
services)
Cost of sales of
. 650.1 | 891.8 | 659.8 | 1284.7 | 1456.7 | 1286.1 | 1242.0 | 191.1
products (goods, works, services)
Net financial 473 45 60.0 964 | (160) | (62,1) | 376 79.5
result: income (loss)
LLC «Yagotinsky butter plant»
Net income from sales of 1171.7 | 1659.6 | 2024.7 | 2706.1 | 3201.7 | 3160.5 | 3166.3 | 270.2
products (goods, works, services)
Cost of sales (goods, works, 894.4 | 1271.2 | 1521.8 | 2052.9 | 2342.4 | 2566.8 | 2657.9 | 297.2
services)
Netﬁnanc‘zlor:sum mcome 25.0 60.7 129.6 | 1645 | 253.7 | 184.7 | 1295 517.6

Source: Developed based on [21]

During the analysed period, the revenue from
sales of LLC “Pyriatyn Cheese Plant” increased by 1.8
times (from UAH 773.2 millionin 2014 to UAH 1371.0
million in 2020). Therewith, the cost price almost
doubled, sales expenses increased by 77.8%, and
other operating expenses — by 83.3%. The company
twice ended the financial year with a loss result (in
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2018 and 2019). In 2020, the company received a net
income of UAH 37.6 million, which is 20.5% lower
than in 2014. The following factors had the greatest
impact on the decrease in the company’s profitabil -
ity: an increase in production costs (reduced net
profit by UAH 591.1 million), an increase in sales
costs (reduced income by UAH 20.6 million), an



increase in financial expenses associated with servic-
ing long-term liabilities and short-term bank loans,
reduced the net financial result by UAH 22.2 million.

Revenue from the sale of products of LLC “Yag-
otyn Butter Plant” increased by 2.7 times, while the
cost price increased by 3 times. During 2014-2020,
the functioning of the economic mechanism of LLC
“Yagotyn Butter Plant” was described by stable prof-
itability, which increased from UAH 25 million in
2014 to UAH 129.5 million in 2020. The most signif-
icant positive impact on the 5-fold increase in net
profit was identified by the following factors: the
growth of sales revenue increased profit by UAH
199.5 million, other income — by UAH 24.4 million,
and the reduction of other expenses contributed to
an increase in net income by UAH 19.4 million. The
greatest adverse impact on the net financial result of
the company had a threefold increase in the cost of
production. The increase in sales expenses by 88%
reduced net income by UAH 112.2 million, and the
increase in financial expenses by 38.8% reduced net
income by UAH 20.2 million. The effect of operating
leverage is estimated at 1.92, which indicates a fairly
high elasticity of net income to fluctuations in sales
revenue and the presence of production risk.

The research has established a steady tenden-
cy to increase borrowed capital by the enterprises of
the Group “Milk Alliance”. If in 2014 the share of eq-
uity capital of LLC

“Bashtanka cheese plant” accounted for 47% of
the total amount, in 2020 the mentioned figure de-
creased almost three times —to 16.4%. During the an-
alysed period, the company gradually increased us-
ing borrowed resources, the maximum share of which
in 2019 exceeded 90%. During the analysed period,
the capital of the LLC “Zolotonosha Butter Plant” in-
creased by 2.5 times, using borrowed funds increased
by 3.4 times, and equity capital increased by only 16%.

The growth of financial expenses of LLC “Pyri-
atyn cheese plant” almost 5 times due to the increase
of borrowed capital by the enterprise. Therewith,
equity capital decreased by half during 2014-2020,
and its share in the total capital structure decreased
from 60.8% to 24.4%. If the level of production risk
of the enterprise is estimated as low (a change in
sales revenue by 1% leads to a change in net income
by 0.45%), then the increase in the level of finan-
cial leverage from 0.65 to 3.11 due to an increase
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in long-term liabilities by 25%, and the amount of
short-term loans to UAH 93.4 million, significantly
increases the financial risk of the enterprise.

LLC “Yagotyn Butter Plant” for the analysed pe-
riod increased its equity capital 4 times, and its share
increased from 27.7 to 38.3%. The growth rate of bor-
rowed capital is 1.6 times lower than the same indica-
tor of increasing its resource potential. However, the
growth of borrowed capital by 2.5 times resulted in
an increase in financial expenses for servicing long-
term liabilities and short-term bank loans by only
38%, which indicates the efficiency of the company’s
financial and financial risk management system.

The research determined the type of financial
stability of enterprises:

- the financial condition of LLC “Bashtanka
Cheese Plant” during 2014-2020 was identified as
normal; during 2014-2017, the type of financial sta-
bility of LLC “Zolotonosha Butter Plant” was assessed
as normal, but since 2018 it has been transformed
into a crisis state; the financial stability of LLC “Pyri-
atyn Cheese Plant” in 2014-2017 was identified as
absolute, but for the period 2018-2020 as a crisis;

— during 2015-2020, LLC “Yagotyn Butter Plant”
ensured a normal level of financial stability.

The profitability of LLC “Bashtanka cheese
plant” for the analysed period did not exceed 7.2%.
In 2020, this indicator was 2.7%, which is 1.5% low-
er than in 2014. The decrease in efficiency is ob-
served in all components of the enterprise, except
for equity, the profitability of which increased from
17.8 t0 27.9%.

The twofold increase in net income could not
but affect the profitability of LLC “Zolotonosha But-
ter Plant”. The highest rates of growth returned on
equity (from 30.9 to 53.8%) and return on fixed assets
(from 32.7 to 49.8%). Profitability increased by 1.1
p.-p- and remains at an insufficient level - only 6.9%.
The efficiency of using working capital, borrowed
capital and all property of the enterprise decreased.

All relative performance indicators of LLC
“Pyriatyn cheese plant” (except for return on equity)
decreased during the analysed period. The profit-
ability of the company decreased from 6.4 to a min-
imum of 2.8%, the profitability of production — from
7.3 to 3%, and sales — from 6.1 to 2.7%. The increase
in netincome by 5.7 times, compared to the increase
in revenue from sales of products by 2.7 times, had a
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relatively positive impact on the performance indi-
cators of LLC “Yagotyn Butter Plant”. The profitabil-
ity of the enterprise, and other dairies of the Group
of companies “Milk Alliance”, remains low (4.3%) but
there is a tendency to double the growth of this indi-
cator compared to 2014. Return on equity increased
by 4.8% (from 17.1% in 2014 to 21.9% in 2020).

7 XY The efficiency of the economic mechanism of interaction...
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The aggregate integral indicator of the effi-
ciency of the economic mechanism of milk process-
ing enterprises is calculated using the method of
matrix-coordinates based on the structuring of a set
of priority indicators of economic efficiency, liquid-
ity and solvency, financial stability and business ac-
tivity of enterprises (Table 3).

Table 3. System of performance indicators of the economic mechanism
of milk processing enterprises of the Group of Companies “Milk Alliance”, 2014-2020

LLC «Bashtanka | LLC «Zolotonosha | LLC «Pyriatyn LLC «Yagotinsky
Indicator cheese factory» Butter Plant» cheese factory» butter plant»
2014 2020 2014 2020 2014 2020 2014 2020
Net income 28788 23813 35410 71519 47313 37602 25028 129547
Sales profitability 4.0 2.6 5.4 7.2 6.1 2.7 2.1 4.1
Profitability of activity 4.2 2.7 5.7 6.9 6.4 2.8 2.2 4.3
Profitability of own capital 17.8 29.7 30.9 53.8 18.8 30.8 17.1 21.9
Profitability loan capital 15.6 5.8 20.0 11.8 29.1 9.9 6.5 13.5
Coverage ratio 2.61 2.28 2.23 1.25 4.41 2.13 1.44 2.00
Ratio of rapid liquidity 2.17 0.83 2.01 0.62 3.89 1.37 1.01 1.79
Ratio of total liquidity 0.05 0.08 0.03 0.36 0.09 0.48 0.08 0.02
Excess of own and long-term
sources of working capital 83223 11834 | -957381 | -239125 | 187385 | -59060 | -84982 | 25889
development
Ratio of autonomy 047 | 016 | 039 | 018 | 061 | 024 | 028 | 0.38
(independence)
Ratio of financial stability 0.67 0.43 0.61 0.29 0.78 0.42 0.48 0.51
Equity ratio of own working 032 | 007 | -53 | -004 | 053 | 005 | -0.08 | 0.07
capital
Ratio of turnover of assets 2.7 24 3.6 1.7 2.2 34 33 3.1
Ratio of accounts receivable 39 8.4 49 19.4 29 8.9 54 38
turnover
Ratio of accounts payable 6.2 3.2 5.8 1.9 8.4 4.7 42 42
turnover
Ratio of turnover of material 8.5 8.7 10.9 3.0 9.8 74 5.6 10.8
reserves
Ratio of turnover of equity capital 4.5 11.3 5.7 7.5 3.1 11.2 8.0 5.3
Ratio of turnover loan capital 3.9 22 3.7 1.7 4.8 3.6 3.1 33
Aggregate indicator of efficiency |}, 5, | g95 | 1081 | 578 | 1229 | 662 | 518 | 6.99
of the economic mechanism

Source: Developed and calculated based on [21]

Thehighestlevel of the efficiencyindicator of the
economic mechanism in 2020 was in LLC “Yahotyn
Butter Plant” — 6.92, the lowest (5.78) — in LLC “Zolo-
tonosha Butter Plant”. Except for LLC “Yagotyn Butter
Plant”, where the aggregate indicator tends to grow, all
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other enterprises of the Group of companies “Milk Al-
liance” significantly worsened the main indicators of
their efficiency. Thus, “Zolotonosha Butter Plant” and
“Pyriatyn Cheese Plant” reduced their efficiency by
almost half, and “Bashtanka Cheese Plant” — by 40%.



»Conclusions

Interaction of dairy market participants is based
on commodity-money relations, including price
characteristics of raw milk — dynamic fluctuations,
quality standards, volumes and regional deviations.

The analysis of the production and financial
statementsofthe Group of Companies “MilkAlliance”
demonstrated that the decrease in the efficiency
of the economic mechanism of dairy processing
enterprises is explained by the following factors:
increase of borrowed capital by enterprises (long-
term and short-term bank loans) to finance current
activities, respectively, and increase of financial
expenses for servicing their obligations, which
significantly reduces the net financial result; excess
of the growth rate of net sales income compared to
the growth rate of milk cost; decrease in coverage
and quick liquidity indicators with simultaneous
growth of absolute liquidity of the enterprise, which
is associated with the development of unproductive
assets; decrease in the level of financial stability of

Zainchkovskyi & Kryvun

enterprises, indicators of autonomy and financial
stability, of equity mobility and
provision with own working capital, which increases
the dependence of enterprises on borrowed funds;

coefficients

decrease in the level of provision of enterprises
with their own working capital and asset turnover,
increase in the period of their turnover and increase
in the operating cycle of enterprises; decrease in the
level of business activity of enterprises by indicators
of turnover of receivables and payables, turnover of
assets and inventories, equity and borrowed capital.

Considering the above, the solution to the
problem of improving the efficiency of the economic
mechanism of functioning of dairy processing
enterprises should emphasise the following areas that
require further scientific study: optimisation of the
structure of assets and liabilities of business entities
andforecastingofreceivables;introduction ofasystem
for assessing the solvency and financial discipline
of potential buyers; operational control over the
efficiency of production costs to increase profitability.
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EdeKTUBHICTb rocnogapcbKoro MexaHiaMy B3aemMogfii y4yacHuKIB
MOJIOYHOIO PUHKY Ta PYHKLIiOHYBaHHSA MoJioKonepepo6Hux
nignpmuemMmcTs

AHaTonin OneKkcaHapoBUY 3aiHUKOBCbKU, Muxanno BiktopoBud KpueyH

HauioHanbHUIM YHIBEPCUTET XapPUOBUX TEXHOMOTIN
01033, Byn. BonoaonmMmnpcbka, 68, M. Kuis, YkpaiHa

» AHoTauUif. B yMoBax cbOrofieHHsI BUPOOHMIITBO MOJIOYHOI MPOAYKIIii 3aiimMae nposinue Micie B AIIK Ykpainu. B
YkpaiHi BUCOKUII eKOHOMIUHIN, TPUPOIHO-KJIIMAaTUUYHUHN, TPYyJOBUN IOTEHIlia] PO3BUTKY MOJIOYHOI ranysi. Mera
CTaTTi—MPOBECTU KOMIIJIEKCHUH aHaTi3 e()eKTUBHOCTI rOCIIOapChKOT0 MeXaHi3My II0/10 Bi/THOCHH Mi’K y4aCHUKaMU
MOJIOYHOTO PHHKY, @ TAKO’K IIOKAa3HUKIB (PYHKI[IOHYBaHHSI MOJIOKOIIEPEPOOHUX MiIPUEMCTB 3 OOIPYHTYBaHHAM
HaNpsAMIB 11 migBUIIEHHS. Y Tpoleci JOCTiIKeHHsI BUKOPUCTAHO PSJ METOAIB: abCTPaKTHO-JOTIYHUHA — AJIs
¢ opMy/II0BaHHSA BUCHOBKIB; IOPiBHAJIBHOI0 aHAJIi3y — /151 3iCTaB/I€HHANIOKa3HUKIB e(DeKTUBHOCTI (DyHKI[IOHYBaHHSA
MOJIOKOTIEPpEPOOHHUX HiAIPUEMCTB Ta BUSABJIEHHS TeHAEHLIH 1X 3MiHU; TaOJAMYHUN — /1T HAOYHOTO 300paskeHHsT
OTPUMAaHUX Pe3YJIBTATIB JOC/IiIKeHHS; MaTPUIi KOOPJUHAT — 1P BU3HAYEHH] CYKYITHOI0 iHTerpajabHOI0 IOKa3HUKA
e eKTUBHOCTI MOJIOKOIIepePOOHUX HiJIIPUEMCTB; PO3PaXyHKOBO-KOHCTPYKTUBHUH — AJIs1 pO3paxyHKy NOKa3HUKIB
eKOHOMIYHOI e(eKTUBHOCTI, JIIKBiIHOCTI Ta MJIATOCIPOMOXKHOCTI, (hiHAHCOBOI CTiHKOCTi I MiJIOBOI aKTUBHOCTI
ninnpueMcTB; MoHorpadiyHuil — npu geranisanii cyyacHuUX TeHJeHIiNl (PyHKIiOHYBaHHS MOJIOKOIIEpepOOHUX
MiATPUEMCTB; (PAKTOPHOTO aHaMi3y — AJs BH3HAueHHs (paKTOpPiB BIJIMBY Ha YUCTUH (piHAHCOBUHM pe3ysbTaT
miampueMcTB. PO3MIAHYTO cy4acHi TpaHcopMariii, 0 BiOyBalOThCS HA PUHKY MOJIOKA Ta MOJIOYHUX MPOAYKTIB
YkpalHy, BCTAHOBJIEHO MaclITabu 3HUIKEHHsI MOKAa3HUKIB monuty i mpomosunii. IIpoaHasnizoBaHo cydacHU
CTaH CHPOBUHHOI 0a3u MOJIOKOIIepepOOHMX HiATPUEMCTB YKpaWHH (AMHaMiKa 3aKyIiBeJIbHHX I[iH Ha MOJIOKO,
MOHITOPHHT SIKOCTi, peTpocleKTUBa 3aKyIiBJi MOJIOKa MOJIOKO3aBogaMu). ITpoBeieHO MOHITOPUHT eheKTUBHOCTI
(yHKIIiOHYBaHHA MOJIOKOIIEPEepOOHUX IiJNPUEMCTB TPYNM KOMIaHIiNt «MOJOYHMUH ajbAgHC». 3aIPOIIOHOBAHO
i anpoOOBaHO eJIeMEHTHY CTPYKTYpH3aIlilo aHasidy eQgeKTHBHOCTI (YHKIIOHYBaHHA MOJIOKOIEPEepOOHUX
ninmprueMcTB. Po3paxoBaHO CYKyIIHUH iHTerpasbHUM NOKA3HUK e(DeKTUBHOCTI MOJIOKOIIepepOOHUX MiATPUEMCTB
Ha OCHOBi CTPYKTypHu3alii CYKYIHOCTIi NPiOPUTETHUX IMMOKA3HUKIB €KOHOMIYHOI e(eKTUBHOCTI, JiKBiIHOCTI
W IJIaTOCIIPOMOSKHOCTI, (PiHAaHCOBOI CTiMKOCTI Ta [iJI0BOI aKTUBHOCTi. 3alpOMOHOBAHO OCHOBHI HaNpsMU
minBuIIeHHs e(eKTUBHOCTI (PYHKIIIOHYBaHHS MOJIOKOIIEPEePOOHUX MiAnpueMcTB. Habynu moaaabmioro po3BUTKY
METOJUKO-IIPAaKTUYHI acIeKTH LIOA0 KOMILJIEKCHOI'O IOCJiJKeHHs edeKTUBHOCTI IOCIHOJApChKOI0 MeXaHi3My
(pYHKITIOHYBaHHS MOJIOKONEPEPOOHUX HiAIPUEMCTB YKpaiHM Ta OOIpPYHTYBaHHS HamnpsAMiB 1 HigBUIEHHS.
BusHaueHi migxony i pe3ysbraTy JOCTIIKeHHS MOXKYTh OYyTH BUKOPHCTAaHI OpraHaMy Jep KaBHOTO i rajiy3eBoro
yIpaBJIiHHSA [IPU OpraHisallii MOHITOPUHTY Ta pO3p0OOKYU NPiOpUTETHUX 3aXOAiB 1IOA0 HiABUIIEHHS eeKTUBHOCTI

MiANPUEMCTB BiTYM3HAHOI MOJIOYHOI rajry3i

» Klo4oBi crnoBa: MOJIOKO, MOJIOKOIIPOAYKILisL, BUTPaTH, e(eKTUBHICTh, peHTa0ebHICTh, (hiHaHCOBA CTIHKICTB,

npubyToOK
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» Abstract. The research presents the results of the final stage of the study, obtained during the implementation of the project
“Assessment of the impact of quarantine measures related to COVID-19 on the agricultural sector and food security of the state
and development of an algorithm for minimising the adverse consequences” Ne 2020.01/0313 of the competition “Science
for Human and Society Security” at the expense of grant support from the National Research Foundation of Ukraine. The
research is a continuation of the publication in the journal “Ekonomika APK”. 2021. Ne 4. C. 51-67. The impact of quarantine
restrictions related to COVID-19 on the labour market and employment in rural areas. The purpose of the research — explore the
strategic areas of minimising the risks of the rural population in the field of social and labour relations related to the COVID-19
pandemic. The monographic approach is used for a comprehensive and in-depth study of ensuring the sustainability of the
labour sphere and social protection of the population in extreme conditions and identifying the cause-and-effect relationships
of their development. The application of systematic and comprehensive analysis provided an opportunity to explore strategic
areas for increasing the economic capacity of amalgamated territorial communities, activating the market orientation of
family farms, and other micro and small forms of entrepreneurship and institutionalising protected employment in the
agricultural and non-agricultural sectors. Regulatory and positive approaches contributed to the identification of prospects
for the quantitative transformation of private peasant farms into family-type commodity enterprises by 2030. Due to the
grouping, strategic priorities for ensuring productive employment of the rural population were identified. Using abstract and
logical tools allowed the development of intermediate conclusions and proposals to minimise the socio-economic risks of
agricultural workers in the context of the spread of the pandemic caused by the coronavirus SARS-CoV-2. Scientific and other
publications on the issues of ensuring the sustainability of social and labour relations and incomes of peasants in the context
of the spread of restrictions on economic activity, proposals for a radical change in the solidarity system of social protection,
reducing inequality in access to basic requirements of socially vulnerable categories of the population are highlighted. The
genesis and development of the theories of “helicopter money” and unconditional basic income as fundamentally new
post-industrial models of stimulating the economy and social protection of the poor, the conditions of their application and
possible macroeconomic consequences are considered. The priority areas of preventing risks to the productive and protected
employment of agricultural workers were highlighted. These are, in particular, institutional capacity and resource sufficiency
of rural amalgamated territorial communities; systemic and long-term support of market activity of micro and small business
entities; institutionalisation of employment of members of family farms and other forms of small-scale entrepreneurship.
Anti-covid strategic areas of small business development and extension of the system of compulsory state social insurance
to self-employed workers in private farms were further developed. Proposals for improving relations in the labour sphere
of the agricultural sector and social protection of the rural population can be considered during the development of
strategic areas of support for micro and small businesses and self-employed persons in extreme conditions of rural society

» Keywords: state programs of small business support, priority anti-covid measures, rural united territorial
communities, family farms, social protection of rural population, institutionalisation of employment
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» Introduction

The International Labour Organisation (ILO) (ILO
Monitor: COVID-19..., 2020), among other things,
recommended that national governments adhere to
strategic priorities to support the under-protected
and most affected by the COVID-19 pandemic social
groups, informally employed, the elderly, youth and
categories of the population with special needs. An
efficient socio-economic policy should counteract
growing inequality, solve the problem of resources
to overcome the disease, and resist systemic adverse
consequences in the future.

The state authorities of Ukraine have imple-
mented appropriate measures to prevent the spread
of acute respiratory disease caused by the coronavi-
rus SARS-CoV-2, social support of insured persons,
and business entities for the period of restrictive an-
ti-epidemic measures. Amendments and additions
have been adopted to the Code of Laws on Labour,
Employment, State Social Assistance to Families with
Children, Development, and State Support of Micro,
Small, and Medium Enterprises, etc. Government
resolutions and administrative documents of central
and local executive authorities and local self-gov-
ernment bodies have developed mechanisms for the
implementation of legislative initiatives. In particu-
lar, the State Employment Service has been granted
the right to confirm the status of the unemployed
without visiting the employment centre; to increase
from 10 to 30 days the term for submission of cer-
tificates to employment centres, based on which
the status of the unemployed was granted online; to
introduce remote preparation of employment plan
and to obtain permission for vocational training
for persons discharged from military service after
participation in the ATO; employers receive com-
pensation of the unified social tax for the employ-
ment of unemployed able-bodied persons receiving
state social assistance, low-income families, etc.

Problem statement. The International Labour
Organisation (ILO) (ILO Monitor: COVID-19...,
2020), among other things, recommended that na-
tional governments adhere to strategic priorities
to support the under-protected and most affected
by the COVID-19 pandemic social groups, infor-
mally employed, the elderly, youth and categories
of the population with special needs. An efficient
socio-economic policy should counteract grow-
ing inequality, solve the problem of resources to
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overcome the disease, and resist systemic adverse
consequences in the future.

The state authorities of Ukraine have im-
plemented appropriate measures to prevent the
spread of acute respiratory disease caused by the
coronavirus SARS-CoV-2, social support of insured
persons, and business entities for the period of re-
strictive anti-epidemic measures. Amendments and
additions have been adopted to the Code of Laws
on Labour, Employment, State Social Assistance to
Families with Children, Development, and State
Support of Micro, Small, and Medium Enterprises,
etc. Government resolutions and administrative
documents of central and local executive authorities
and local self-government bodies have developed
mechanisms for the implementation of legislative
initiatives. In particular, the State Employment Ser-
vice has been granted the right to confirm the status
of the unemployed without visiting the employment
centre; to increase from 10 to 30 days the term for
submission of certificates to employment centres,
based on which the status of the unemployed was
granted online; to introduce remote preparation of
employment plan and to obtain permission for voca-
tional training for persons discharged from military
service after participation in the ATO; employers re-
ceive compensation of the unified social tax for the
employment of unemployed able-bodied personsre-
ceiving state social assistance, low-income families,
etc. organisations the most urgent global problems.

The research of scientific teams and indi-
vidual scientists on the social and economic con-
sequences of the introduction of restrictive quar-
antine measures in the context of the COVID-19
pandemic was conducted in the “firefighting”
mode. Nowadays, studies have reached a more dis-
tant horizon of systematic comprehension of both
domestic and international practices of develop-
ing “coronavirus immunity” by economies, and
most publications are of a strategic nature. They
define the functions of the national regulatory
policy regarding the institutional capacity and re-
source sufficiency of the social and labour sphere
to the risks caused by extreme events that affect
all life-supporting components of society, particu-
larly, the preservation of full employment and in-
come of the population. In the same field, scientific
discussions have recently intensified around the



somewhat forgotten extraordinary concepts of rad-
ical restructuring of economic, social, and political
institutions of society.

Thus, V.M. Heiets, O.M. Borodina, 1.V. Prokopa
(Heiets, Borodina, & Prokopa, 2020) highlight-
ed the nature and components of inclusive rural
development as the foundation of the model of the
new Ukrainian village, the necessity of adherence to
its principles to ensure the interconnected develop-
ment of rural society, agricultural production and
settlement network, overcoming inequality between
urban and rural areas and between different social
groups of rural residents for access to basic services.
The purpose, tasks, driving forces, areas, and mecha-
nismsofthetransitionoftheagrariansectorof Ukraine
to development based on inclusiveness are defined.

Therewith, N.A. Hretska (Hretska, 2021) notes
the positive impact of the COVID-19 pandemic on
the digital agriculture market by using advanced
technologies integrated into one system, which al-
lows producers and other interested counterparties
of the agricultural market to improve the quality
of agricultural raw materials and food products in
lengthening the value chain. It is noted that inno-
vation and investment activities reduce the adverse
impact of the industry on the environment, adapt
production to warming and climate change, partial-
ly solve global hunger problems, etc.

Along with this, I.V. Dulska (Dulska, 2021) ex-
plores the technological, institutional, and financial
prerequisites for expanding the digitalisation of all
spheres of activity of ATCs and local self-govern-
ment bodies in the context of decentralisation re-
form and the administrative-territorial structure of
the state to increase their smart specialisation, the
development of agricultural business, productive
employment of workers and improving living con-
ditions. The areas of expansion of the range, levers,
and spheres of implementation of digitalisation in
the administration of the process of development of
territorial communities are proposed.

The main sources and practices of social capi-
tal development of capable territorial communities
in the context of amalgamation were considered by
T.A. Zaiats, G.O. Kraievska (Zaiats, & Kraievska, 2020)
and searched for ways to ensure their self-sufficien-
cy and self-organisation. There is a significant asym-
metry in the ratio of different sources of collective
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action in groups of people against the background of
significant differences from foreign practices target-
ed at strengthening social capital. The conceptual
foundations of the development of the model of
open social capital with the involvement of all sub-
jects of territorial development are determined.

The researches were relevant. T.O. Zinchuk,
M.M. Patynska-Popeta (Zinchuk, & Patynska-Po-
peta, 2020), who identified the current problems of
rural areas of Ukraine, highlighted the development
of alternative forms of economy and organisation
of rural development that provide diversification
of employment and sources of income. The condi-
tions, promising areas, and tools for the establish-
ment and development of business in rural areas are
determined, considering the European experience.
The necessity of stimulating local initiatives to un-
lock the potential of agricultural production to more
fully exploit the favourable conditions of the world
agricultural market for Ukraine is substantiated. The
system of measures to develop rural business is pre-
sented in the example of the activities of AHs of the
Zhytomyr Oblast.

The attention of V.I. Kostrytsia and T.V. Burlai
(Kostrytsia, & Burlai, 2019) was devoted to the struc-
ture, institutional environment, and conceptual
principles of the functioning of vocational educa-
tion and training in the EU member states. The key
initiatives and approaches of modern policy to the
modernisation of this system are considered. Em-
phasis is given to its role in providing employment
and social prospects for young people who are not
in employment, education, or training.

The structure of employment, which, in his
opinion, threatens the long-term development of
Ukraine, is analysed by O. Kramar (Kramar, 2021). In
addition, the scientist notes the data of official sta-
tistics, which, using the ILO methodology, seems to
hide the actual scale of unemployment behind the
wording — “informally employed”, “self-employed”,
“economically active population”, etc. According to
the author, this problem is particularly urgent in ru-
ral areas and small towns, where actual unemploy-
ment reaches 50%, which is many times higher than
the statistical reports that guide state regulatory bod-
ies in making operational and strategic decisions.

Among others, V.V. Mortikov (Mortikov, 2021)
identifies the positive and adverse aspects of the
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economic activity of the elderly, which is one of the
essential prerequisites for solving socio-economic
problems in the future. The purposes and possible
instruments of state influence on increasing the
activity of “older age groups” in Ukraine are consid-
ered. The concepts of “elderly” and “older people”
are used in the study as synonyms for this concept.

Based on the ILO recommendations, O.F. No-
vikova (Novikova, 2021) identified priority areas for
ensuring the sustainability of the national labour
market in the context of the COVID-19 pandemic,
which was grouped according to specific criteria in
four areas: stimulating the economy and employ-
ment; supporting the viability of enterprises, pre-
serving jobs and incomes; strengthening the protec-
tion of workers in the workplace; reliance on social
dialogue to make coordinated decisions.

Therewith, V. Panchenko, N. Reznikova
(Panchenko, & Reznikova, 2021), as one of the inno-
vative approaches to maintaining minimum house-
hold incomes in emergencies, highlight the genesis
and development of the theory of “helicopter mon-
ey”, the conditions of their application and the pro-
jected macroeconomic consequences. In particular,
it is noted that since the recession of economies,
mass unemployment, the reduced purchasing pow-
er ofhouseholds, and bankruptcy of companies have
long-term adverse consequences, the leading coun-
tries are already using unconventional instruments
of expansionary monetary policy to increase public
spending and/or reduce taxes to stimulate econom-
ic activity. It means an additional issue of money un-
secured by tangible assets. Support for households
and enterprises, according to scientists, can be pro-
vided by tax benefits, deferred payment of debts
and taxes, programs of assistance to the partially
unemployed, etc. An integral result should be the
preservation of income for workers and all people
affected specifically by the SARS-CoV-2 coronavirus.

Then O. Pyshchulina (Pyshchulina, 2021),
close to the theory of “helicopter money”, considers
the concept of unconditional basic income (UBI)
(guaranteed minimum income, unconditional
Grundeinkommen) as a fundamentally new post-in-
dustrial model of stimulating the economy and so-
cial protection of the poor. Under this social support
system, every adult citizen should receive a fixed
tax-free amount of money every month, regardless
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of employment. The main purpose of the UBI is
to activate unemployed people to find additional
sources of livelihood. The scientist highlights the
evolution of the scientific opinion of representatives
of different scientific schools on the possible “pros”
and “cons” of such an innovation. Proponents
emphasise overcoming the crisis of the solidari-
ty system of social insurance; overcoming poverty,
including of working people; solving the problem of
technological and structural unemployment; help-
ing to overcome economic inequality and increase
the purchasing power of citizens; eliminating all in-
stitutions of the social sphere and reducing the cost
of maintaining the bureaucracy that administers
social programs. Other benefits depend on how the
UBI will relate to the pension insurance system, un-
employment insurance, health care system, etc.

Critics of this concept have their own, no less
weighty, arguments. In particular, by receiving a
guaranteed UBI, a person will stop working, and
will lose material incentives to improve their pro-
fessional level and cultural development; the mo-
tivating function of remuneration will partially dis-
appear; society will not support socially vulnerable
categories of the population; the project requires
enormous resources in the context of a simultane-
ous significant reduction in tax revenues, which will
reduce public spending on internal security and
defence, health care, education, science, invest-
ments in capital-intensive infrastructure projects,
preservation of the environment, etc.; the number
of migrants who will apply for the UBI will increase,
which in turn will result in a migration crisis and
generate protest moods in the society. Finally, the
main issue remains unresolved - the sources of fi-
nancing, although it is predicted that a significant
increase in taxes cannot be avoided. Currently, giv-
en the threats of a pandemic and similar challeng-
es, humanity is facing discussions on these issues at
various international and domestic platforms, and
mechanisms for implementing UBI are being exper-
imented with in small communities in both rich and
poor countries.

The developments of I.R. Tymechko (Ty-
mechko, 2020) describe the institutional features
of ownership, use and disposal of property of terri-
torial communities. Institutional risks of territorial
community property management are identified,



indicating the likelihood of rent-oriented behaviour
in the communal property management system.
Probably high level of risks in decision-making on
communal property management is substantiated.
The results of the institutionalised property system
in the context of efficient management of the terri-
torial community property are presented.

As considered by O.V. Khodakivska et al.
(Khodakivska, et al., 2021), among the strategic di-
rections of integrated socio-economic development
of ATCs should be a timely response to force majeure
circumstances such as the COVID-19 pandemic. The
practice has demonstrated the necessity to signifi-
cantly increase their role in protecting the life and
health of the rural population. The priority of local
self-government bodies should be the development
of an appropriate resource base for the performance
of their powers through the development of agricul-
tural production and other diversified activities, and
the establishment of a favourable environment for
decent living conditions, comprehensive develop-
ment of the individual, work and recreation. It is pro-
posed to develop analytical and statistical tools for
measuring the human development index of rural
communities, choosing as a foundation the Method-
ology for measuring regional human development,
approved by the Presidium of the National Acade-
my of Sciences of Ukraine and the Board of the State
Statistics Service of Ukraine of 13.06.2012 Ne 123.

The purpose of the research — explore the stra-
tegic areas of minimising the risks of the rural popu-
lation in the field of social and labour relations relat-
ed to the COVID-19 pandemic.

» Research Methodology

The scientific and methodological foundation of the
study was general scientific and economic methods,
publications of Ukrainian and foreign scientists on
conceptual strategies for preventing social and la-
bour risks associated with the coronavirus pandem-
ic, Decrees of the President of Ukraine, acts of the
Verkhovna Rada of Ukraine, government decisions,
data from the State Statistics Service of Ukraine and
the State Employment Service, electronic resources
and other sources. The monographic approach is
used for a comprehensive and in-depth study of the
process of ensuring the sustainability of the labour
sphere and social protection of the population in
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extreme conditions and identifying the cause-and-
effect relationships of their development. The ap-
plication of systematic and comprehensive analysis
provided an opportunity to explore strategic areas for
increasing the economic capacity of amalgamated
territorial communities, activating the market ori-
entation of family farms, and other micro and
small forms of entrepreneurship and institution-
alising protected employment in the agricultural
and non-agricultural sectors. Regulatory and pos-
itive approaches contributed to the identification
of prospects for the quantitative transformation
of private peasant farms into family-type com-
modity enterprises by 2030. Due to the grouping,
strategic priorities for ensuring productive em-
ployment of the rural population were identified.
Using abstract and logical tools allowed the devel-
opment of intermediate conclusions and propos-
als to minimise the socio-economic risks of agri-
cultural workers in the context of the spread of the
pandemic caused by the coronavirus SARS-CoV-2.

» Results and Discussion

In the section “Strategic areas and anti-crisis
measures of national policy to minimise risks and
hazards in the field of labour and employment in
the context of the COVID-19 pandemic” of the final
report of the Institute of Industrial Economics of
the National Academy of Sciences of Ukraine (Fi-
nal report on the..., 2020), the necessity of preserv-
ing the country’s labour potential as a factor of na-
tional wealth and economic growth is emphasised.
To achieve this priority, the following is proposed:
improving the regulatory framework in the con-
text of the coronavirus pandemic; observance of
social and labour rights of citizens; preventing and
reducing illegal and undeclared labour; establish-
ing conditions for overcoming desocialisation in
the labour sphere and preventing poverty among
working people; increasing the interest of employ-
ers in establishing safe working conditions and
compliance with quarantine requirements; pro-
viding free consulting assistance to representatives
of micro and small businesses, the unemployed to
start an e-business, develop self-employment and
close a business; supporting public-private and
social entrepreneurship aimed at overcoming the
consequences of the pandemic; strengthening the
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role of the institution of tripartism with a balance
of interests of employees, employers and the state in
crises; modernisation of state regulation of key pa-
rameters of the labour sphere with acceleration of
digitalisation processes to preserve and spread flexi-
ble and atypical forms of employment, etc.

The National Institute for Strategic Studies
(Real sector of Ukraine’s..., 2021) identified the main
areas of reform and development of the agricultur-
al sector of the economy in the context of system-
ic threats caused by the SARS-CoV-2 virus. Among
them are: a) stimulation of investment processes;
b) development of agricultural market infrastruc-
ture; ¢) development of small-scale agricultural pro-
duction; d) expansion of agricultural cooperation;
e) renewal of fixed assets of agricultural enterprises;
f) development of rural areas.

Without denying the significant contribu-
tion of scientific groups and individual scientists
to the investigation of the factors of the decline in
the growth rate of the national economy, the dis-
closure of systemic imbalances in the labour mar-
ket and imperfect employment structure, the dete-
rioration of the standard and quality of life of the
population in extreme conditions caused by the
COVID-19 pandemic, the empirical analysis has
demonstrated unpredictable phenomena and pro-
cesses, namely, the state regulatory measures of
social and economic nature and destructive con-
sequences of force majeure affect different sectors
of the economy, urban and rural population, of-
ficially employed workers and socially vulnerable
and self-employed persons, and within particular
social groups. Therefore, consider it appropriate
to concentrate on strategic priorities designed to
minimise the risks for the rural population in terms
of productive employment and loss of income.

Increasing the resource capacity of AHs in
the field of balanced rural development. Accord-
ing to the results of a questionnaire survey of local
self-government representatives on the impact of
COVID-19 on the activities of AHs, the following
was identified: for various reasons, almost all com-
munities have reduced budget revenues, employ-
ment, and incomes of the population have signif-
icantly decreased. Therewith, local authorities did
not provide support to business entities, prices for
basic food products increased, and in some vil-
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lages, there were problems with their supply, etc
(Khodakivska, et al., 2021).

In the context of this study, the State Strategy
for Regional Development for 2021-2027, approved
by the Resolution of the Cabinet of Ministers of
Ukraine dated 05.08.2020 No. 695 (Resolution of the
Cabinet..., 2020), is significant. According to gov-
ernment officials, this document should respond to
the new challenges that Ukraine has faced in recent
years and significantly affect the situation in the re-
gions, particularly the level and quality of life of res-
idents of cities and villages.

During the period of validity of such Strategy
until 2020, the relevant legal framework was estab-
lished, and new approaches to strategic planning
and financing of regional development were intro-
duced. The reform of local self-government and
territorial organisation of power in Ukraine based
on decentralisation, which has been implemented
since 2015, has established new opportunities for
the socio-economic development of territorial com-
munities and local self-government bodies. Due
to budget decentralisation, budget resources were
redistributed in favour of local communities, etc.
Therewith, significant changes were implemented
in the development of the previous Strategy:

a) a conceptual transition was implemented
from the dominance of the sectoral approach, which
did not consider the specifics of different types of
territories of the state that require state support and
planning, to development on an integrated basis (a
combination of sectoral and territorial approaches)
with the rational use of local human, economic and
natural potential; b) targeted allocation of the State
Regional Development Fund for the implementa-
tion of programs that ensure the solution of par-
ticular tasks of the Strategy; c) conditions have been
established for the acquisition of the institutional
capacity of territorial communities to strategically
plan development and efficiently manage resources
for this purpose; d) the functional type “rural areas
in unfavourable conditions” was identified, which
requires particular attention from the state, the ap-
plication of specific mechanisms and tools to stim-
ulate their development. These are territorial com-
munities where the density of the rural population
is below 15 people per 1 km?, and the distance to
the nearest cities with a population of more than 50



thousand people is more than 30 minutes by car (ap-
proximately 40 km by paved roads), and the popula-
tion has decreased by more than 30% in the period
2008-2018; e) identified the main trends and prob-
lems of socioeconomic development of the regions
in the context of national challenges; f) a mechanism
for the implementation of this Strategy has been de-
veloped, which includes executors represented by
authorised state bodies, tools for itsimplementation,
financial support, stages of implementation (2021-
2023; 2024-2027), a system for monitoring indica-
tors and a methodology for evaluating performance.

Among several operational objectives un-
der the title: “Preservation of the environment and
sustainable use of natural resources, strengthening
the development opportunities of territories that
require state support (macro and micro level)”, the
tasks in the field of “Rural development” are defined.
Related to the purpose of this research are the fol-
lowing: stimulating the development of information
and communication technologies — providing 100%
coverage of fixed broadband Internet access and
95% of the population with mobile Internet for the
possibility of forming new interregional connec-
tions; promoting various forms of cooperation,
farming, proper accessibility of markets for micro,
small and medium-sized agricultural producers,
development of infrastructure for storage of agri-
cultural products; introduction of new technologies
and equipment for processing agricultural raw ma-
terials; stimulating the development of micro, small
and medium-sized enterprises in rural areas using
various tools, including remote training, expanding
the network of entrepreneurship support centres
“Diia. Business” and providing access to financing,
partnership and investment resources; promoting
the development of tourism infrastructure in rural
areas; establishing conditions for stimulating the
resettlement to rural areas of city residents who
plan to start entrepreneurial activities; improving
the conditions of transport accessibility of rural set-
tlements to the administrative centres of territorial
communities and the nearest cities with a popula-
tion of 50 thousand people; increasing the level of
digital literacy of the population of rural areas, in
particular through the implementation of “Diia.
Digital education”. To implement the first stage
of this Strategy, the Government Order No. 497 of
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12.05.2021 approved the relevant action plan for
2021-2023 (Order of the Cabinet..., 2021). It defines
responsible persons from among the heads of cen-
tral executive authorities, representatives of local
self-government bodies (by agreement), terms, and
indicators of implementation. Ensuring an appro-
priate level of coordination of the implementation
of the Strategy is entrusted to the Cabinet of Min-
isters of Ukraine through the Interagency Coordi-
nation Commission for Regional Development, the
composition of which is approved by Resolution
No. 787 of 02.09.2020 (Resolution of the Cabinet...
2020). It is a temporary advisory body headed by the
Prime Minister of Ukraine. Organisational, informa-
tional, material, and technical support for its activ-
ities is provided by the Secretariat of the Cabinet of
Ministers of Ukraine.

Six months later, the Decree of the President
of Ukraine of 04.03.2021 No. 89 (Decree of the Pres-
ident..., 2021) approved the Regulations on the
Congress of Local and Regional Authorities under
the President of Ukraine with the functions of an
advisory body and similar tasks of the Coordina-
tion Commission under the Government. But the
organisational, advisory, informational and expert-
analytical support of the Congress, its auxiliary
working groups, and other developments are en-
trusted to the Office of the President of Ukraine and
the National Institute for Strategic Studies. Other
support is provided to the Office of the President of
Ukraine and the State Administration of Affairs.

Since the Interagency Coordination Commis-
sion on Regional Development and the Congress
of Local and Regional Authorities include the same
heads (or their deputies) of ministries and depart-
ments who will perform similar tasks in these bod-
ies, in the best-case scenario they will duplicate each
other’s functions, waste taxpayers’ time at numerous
meetings, increase administrative costs for organis-
ing their work, particularly for “other support of the
Office of the President of Ukraine and the State Ad-
ministration of Affairs”. However, it is not an impor-
tant thing. There is a high probability that they will
conflict with each other over the distribution of funds
from the regional development fund, and, ultimate-
ly, in a “manual mode”, will non-transparently coor-
dinate funds for regional policy for “obedient” par-
ties and politicians in the struggle for the electorate.
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Experience demonstrates that these bodies
will be inactive in solving the main tasks of region-
al development and institutional establishment of
AHs. Suffice it to recall the decrees of the President
of Ukraine 20 years ago on this issue: “On the main
principles of the development of the social sphere
of the village” from 20.12.2000 Ne 1356/2000 (Decree
of the President..., 2000); “Concept of state regional
policy” from 25.05.2001 Ne 341/2001 (Decree of the
President..., 2001); “On priority measures to support
the development of the social sphere of the village”
from 15.07.2002 Ne 640/2002 (Decree of the Pres-
ident..., 2002). On the presidential initiative, 2006
was pompously declared the Year of the Village.
Temporary consultative and advisory bodies under
the Presidents of Ukraine were established. Howev-
er, the processes of systemic degradation in rural ar-
eas, particularly in the areas of employment, labour
market, and welfare of the population, developed
according to their destructive tendencies and in no
way depended on the number of decrees, laws of the
Verkhovna Rada of Ukraine, resolutions, and orders
of the Government and countless commissions. It is
as if the real and virtual worlds never intersect when
the fundamental social laws remain unchanged.

Returning to the objectives of the Congress to
study the socio-political processes at the regional
and local levels and to facilitate the interaction of lo-
cal executive authorities with local self-government
bodies, in the author’s opinion, the Office of the
President of Ukraine has enough other legal levers
of influence to implement these powers.

At the end of the administrative-territorial re-
form, 1439 ATCs included 26,705 villages, of which
8870 villages (33.2%) belonged to urban ATCs, 9397
(35.2%) — to settlement ATCs, 8438 (31.6%) — to rural
ATCs (data as of January 1, 2021) (About formation
of territorial..., 2021). According to expert estimates,
one-third of rural AHs are economically unable to
properly perform the powers delegated to them.
However, not everything depends on the efforts of
local governments to improve the level and quality
of life in rural areas. For example, mostly in rural ar-
eas 40% of schools, 92% of libraries, and 37% of hos-
pitals are not connected to the Internet. As a result,
educational institutions are deprived of distance
learning opportunities during quarantine, and hos-
pitals are deprived of the opportunity to implement
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telemedicine and fully consult patients online. If
there is an appropriate network, operators set high-
er tariffs for services than in cities due to the small
number of subscribers. As a result, it is expensive
for many rural residents. They cannot study, work
remotely, improve their professional level, diversify
their leisure time, etc.

Still, hopefully, the adoption of strategic docu-
ments on state regional policy indicates that the top
management is aware of internal threats and exter-
nal risks on a national scale. Particularly, due to rural
unemployment, poverty, insecurity of the population
in a pandemic, the decline of the settlement network,
the cessation of work in depressed rural areas of ed-
ucational, medical, cultural, and sports institutions,
the destruction of engineering and other infrastruc-
ture facilities (for reference: over the past 10 years,
the number of secondary schools in rural areas has
decreased by 3691 units, or by 38.6%, the number
of hospitals has decreased by 16.8 times, paramedic
and obstetric stations — by 34.5%, libraries — by 11.3%,
club-type cultural institutions — by 8.3%) (About for-
mation of territorial..., 2021). After all, they provide
modern living standards and contribute to the devel-
opment of human and social capital in rural areas.

Among the numerous legislative initiatives
designed to improve the situation is the draft Law
of Ukraine “On Amendments to the Law of Ukraine
“On Land Lease” (to ensure a balanced social and
economic development of rural areas)” (Reg.
No. 6464). By this act, the authors consider it ap-
propriate to regulate the obligations of agricultural
firms that lease land in the territory of the relevant
territorial community to conclude agreements with
the local community aimed at the development of
villages. In turn, this will ensure the implementation
of landscaping works, repair works at communal
and other forms of ownership, the establishment of
new jobs, replenishment of budget revenues, etc.

Due to the COVID-19 pandemic, a new trend
thathaslongbeeninherentin other countries of the
world has become more noticeable. Over the past
four years, more than 50 companies have re-regis-
tered from cities to rural AHs due to the availability
of freeland plots, lower fees for them, quality roads,
and logistical convenience. Half of these compa-
nies operate in the wholesale trade, and up to 10
are involved in the trade of cars and motorcycles,



or their repair. In general, it is 4% of all large tax-
payers of Ukraine. They pay local budgets property
tax, parking fees, tourist tax and 60% of personal
income tax on the salaries of employees of the com-
panies. The employment of the local population is
growing, the problem of employment is partially
solved, the improvement of villages are improving,
and the engineering infrastructure is developing
(Omelianiuk, 2021). Admittedly, this refers mainly
to villages that are close to large solvent markets
for products and services, and does not yet extend
to areas remote from centres of economic activity,
or “rural areas in disadvantaged conditions”. How-
ever, this phenomenon deserves full support and
encouragement from central and local authorities.

Appropriate financing of sustainable rural de-
velopment programs has been and remains a major
challenge. The implementation of the mentioned
Strategy until 2027 is performed at the expense of:

a) the State Fund for Regional Development (at
least 1% of general fund revenues); b) state budget
funds within the framework of budget programs for
the development of the relevant sphere in the re-
gions; c) subventions and other transfers from the
state budget to local budgets; d) local budget funds;
e) technical assistance and sectoral support from
the EU, other international donors, and internation-
al financial organisations; f) funds of investors and
own funds of enterprises.

In addition, the final provisions of the Law of
Ukraine “On Amendments to Certain Legislative
Acts of Ukraine on the Conditions of Agricultural
Land Turnover” dated 31.03.2020 No. 552 provide for
the development and submission to the Verkhovna
Rada of Ukraine of a draft law on amendments to the
Budget Code on the establishment of the Rural De-
velopment Fund as part of the state and local budg-
ets’ special funds. The funds should be used for the
development ofinfrastructure, energy saving, educa-
tion, and healthcare, and theimplementation of state
programs for the development of small and medium
-sized agricultural producers. However, numerous
amendments to the Budget Code in 2020-2021 do not
yet provide for the establishment of such funds. They
arenotintheBudgetDeclarationfor2022-2024 either.

Support for micro and small businesses in ru-
ral areas. According to FAO, almost 97% of food is
provided through the exploitation of land resourc-
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es. Despite various experimental start-ups (robotic
vertical farms, printing protein on 3D printers, mak-
ing milk from algae and food literally from thin air),
land resources have been, are, and will remain in the
long term the main source of basic human necessi-
ties. After all, the land provides access to food and
drinking water, provides employment for farmers
and self-sufficiency in food, and promotes climate
change resilience and biodiversity conservation.

To achieve the Sustainable Development
Goals, the UN has declared a decade of family farm-
ing until 2028. This global project is designed to
provide a new vision of the potential and impor-
tance of SFGs in a rapidly changing world and to
assess their role through the prism of eradicating
hunger and developing the food future of the planet.
Small farms offer a unique opportunity to guarantee
food security, improve livelihoods, manage natural
resources, protect the environment and achieve sus-
tainable rural development (FAO and IFAD, 2019).

In addition, Ukraine has made radical changes
to existing and proposed new programs to support
and develop farms. Currently, they include: a) pay-
ments of 5 thousand UAH per hectare for their reg-
istration (but not more than 100 thousand); b) com-
pensation of 80% and 25% of the cost of planting
material and machinery of domestic production, re-
spectively; c) subsidies of 5 thousand UAH for each
cow annually and 30 thousand UAH for one head of
cows of own reproduction. UAH for each cow annu-
ally and 30 thousand UAH for one head of a cow of
own reproduction; d) compensation of up to 80%
of the cost of purchasing breeding animals, sperm,
and embryos; €) reimbursement of up to 90% of the
cost of advisory services and 36 thousand for a newly
established farm. The compensation of the unified
social tax on members of working age, calculated on
the official minimum wage, was introduced for 10
years (from a maximum of 90% in the first year to
10% at the end of the period). There are preferential
loans under state guarantees for family farms, and
small and medium-sized farms for the purchase of
land. Young farmers under the age of 35 will be able
to receive state support for the establishment and
development of the agricultural business under all
existing programs (How to get government..., 2021).
Simplified forms of accounting, tax, statistical re-
porting, and other preferences are introduced.

Ekonomika APK. 2021. Vol. 28, No. 10



@ Innovative strategies to minimise rural population’s risks...

The draft law “On the Fund for Partial Guar-
antee of Loans in Agriculture” (Reg. No. 3205-2),
which was adopted in the first reading (Resolu-
tion of the Verkhovna Rada of Ukraine No. 1255-IX
dated 18.02.2021), became extremely significant in
the context of market circulation of land rights. It
should be a non-banking financial institution with
a special status. The Fund will partially, in the
amount of up to 50% of the outstanding principal
debt and for the term of the loan agreement, but
not more than 10 years, guarantee the performance
of obligations on loans to micro, small and medi-
um-sized enterprises, individual entrepreneurs
operating in the field of agriculture.

Significant reserves for balancing the funda-
mental factors of the labour market and overcom-
ing monostructural employment in rural areas lie
in the diversification of agricultural production, the
development of processing industries, the provision
of various household, information, and communi-
cation services, and other activities. It refers to the
production in open and/or closed ground of fruits,
berries, nuts, citrus and olive, grapes, vegetables,
strawberries, flowers, ornamental plants, tobacco,
and non-traditional crops (peanuts, quinoa, ses-
ame, chia, chufa, saffron) and other crops that are
in effective demand in the domestic and foreign
markets. The livestock industry, which has been in
rapid decline for the last three decades, and the cul-
tivation of aquatic bioresources (aquaculture) have
great potential in terms of permanent employment
and stable incomes for villagers.

In Ukraine, organic and craft production is
actively developing, but it is almost impossible for
small producers to move from the local to the re-
gional and national levels of product sales. There-
fore, the experience of creating the first farmers’
market — the FERMACHI network in Ukraine de-
serves to be explored and disseminated (The first
network of..., 2021).

The institutionalisation of socially protected
employment in the agricultural sector. To one de-
gree or another, almost 40 legislative, regulatory,
and other documents define the legal, economic,
and social principles of the establishment, opera-
tion, and liquidation of private farms. Their num-
ber increases significantly when buying a land plot
or leasing it, outsourcing accounting, statistical
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and tax accounting, applying for a loan, insurance,
state support, or advisory services. The practice of
market circulation of rights to land plots, which was
launched on July 1, 2021, has demonstrated that it is
very difficult to conclude a purchase and sale trans-
action without a staff of qualified specialists. The
necessity to explore numerous documents, which
family members (households) were not interested
in before, reduces the optimism about the real es-
tablishment of at least 100 thousand additional jobs
through the institutionalisation of informal self-em-
ployment of peasants (Mohylnyi, 2020).

Due to the desperate situation of rural resi-
dents during the coronavirus pandemic, legislative
initiatives have emerged that are unlikely to be con-
sidered soon. The Draft Law of Ukraine “On Amend-
ments to Certain Legislative Acts of Ukraine Aimed
at Supporting the Rural Population in Overcoming
the Adverse Consequences Related to COVID-19”
(Reg. No. 4223) proposes to provide uninsured rural
residents with unemployment benefits, job search
services, and free retraining for further employment,
etc. Other innovations are the provision that the un-
employment status should not be influenced by the
ownership of aland plot or share by a member of the
AH. And registration with the State Employment Ser-
vice does not provide for the withdrawal of a person
from the members of the household and the loss of
ownership of the land plot, or share. In other words,
regardless of the participation of self-employed
peasants in the compulsory state social insurance,
they should be covered by all insurance payments
in case of restrictions on economic activity in force
majeure situations for the AH, a separate region, or
the country in general.

The mentioned draft law, even if approved by
the Verkhovna Rada of Ukraine, does not compre-
hensively solve the problem of the national scale but
only postpones it for some time. Radical changes are
required in the system of social protection of peas-
ants of working age. Further delay in resolving this
issue will force us to resort to the measures of last
resort— experiments with “helicopter money” or un-
conditional basic income in rural areas in unfavour-
able conditions.

The experience of some European countries,
particularly Germany and Poland, demonstrates a
possible solution to the institutional trap in which



self-employed peasants found themselves due to
the imperfection of compulsory state social insur-
ance programmes. The reform of employment in
household farms requires the separation of their
economic activities into a separate category and the
extension of special social insurance rules to owners
and members of family-type farms and their em-
ployees.

The social security of family members of farm-
ers and hired farm workers in Germany pays con-
siderable attention. It introduced solidary financing
of social policy requirements by the entire society.
The Federal Ministry of Food, Agriculture, and Con-
sumer Protection allocates 2/3 of all expenditures
for it. They provide for the implementation of the
following measures: compensation for pension
losses; health insurance services for pensioners; re-
duction of entrepreneurs’ contributions to agricul-
tural accident insurance; early retirement benefits
for farmers and their families; additional compen-
sation payments to former employees of agriculture
and forestry who suffered material damage; and
joint insurance for children.

In the context of a decrease in the number of
persons contributing to the social insurance system
and a slower reduction in the number of recipients of
pensions and various benefits, the social insurance
system for workers in the industry is being adapt-
ed to the changed situation. The launched reforms
provide for the modernisation of the organisational
structure of social security, the reliability of the pro-
vision of funds from the federal budget, and the fair
distribution of contributions (Popova, 2015, p. 152).

In Poland, the functions of the insurer are per-
formed by the Agricultural Social Security Fund. Its
funds are developed from contributions of insured
persons, targeted revenues from other sources, and
subsidies from the state budget. The latter account
for 90% of total revenues, which causes some dissat-
isfaction in a specific part of society. However, the
competent state authorities do not consider this.
Since the situation when insurance premiums are
affordable for all interested parties is considered
more significant for the sustainable social and eco-
nomic development of the state. For example, the
monthly contribution for a farm of up to 50 hectares
to the pension of one insured person is 10% of the
minimum pension, provided that this person is not
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engaged in other non-agricultural activities (Borodi-
na, & Prokopa, 2015, p. 95).

Probably, thisexperienceisknown to Ukrainian
officials who define social policy, but its application
is not in question, particularly with the introduction
of a mandatory funded pension system. However, in
case of constant adherence to the initiated measures
of national protectionist policy in strategic areas
(Fig. 1) and existing financial support programmes,
a significant increase in the level of protected em-
ployment of peasants and balancing of the rural la-
bour market by supply and demand can be achieved.

Therewith, it is necessary to consider the risks
of implementing the strategic purposes of agrarian
policy in this area. First, since rural residents are the
social base for the establishment of SFGs, mass in-
formation and consultation activities are required
to explain the benefits of the transition from the
status of unprotected self-employment to civilized
social and labour relations. Several demonstration
family farms of different specialisations should be
established in each AH using digital technologies.
It is necessary to launch social advertising of the
success stories of private farms, to establish a
specific application for gadgets “Farmer’s School”,
to open an online platform (“hotline”) for prompt
answers to painful questions and information and
explanatory work among self-employed peasants
of working age about the benefits of legalising small
forms of agrarian entrepreneurship and employ-
ment. It is a difficult objective, as was already men-
tioned, according to the research of the Ministry of
Digital Transformation of Ukraine, more than 16
thousand settlements (58% of the total number) are
not covered by the optical networks of any provider.
Almost 4 million people live in villages where there
is no fixed high-speed Internet (Fedorov, 2021).

Secondly, the behaviour of owners in the con-
ditions of opening the market circulation of rights
to land plots is not yet understood. According to the
StateGeoCadastre of Ukraine (Number of the day...,
2021), since July 1,40510 transactions on alienation of
agricultural land plots (purchase and sale, exchange,
donation, lifetime maintenance) have been conclud-
ed. The area of alienated land is 100390 hectares, or
an average of 2.48 hectares per transaction, of which
50.3% falls on just five regions — Kharkiv (13175 hec-
tares), Kirovohrad (15466), Poltava (8710), Dnipropet-
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rovsk (8634) and Kherson (7527 hectares). As a rule, tenure and land use, and how this will affect the insti-
previously postponed transactions are registered. tutionalisation of the private farming sector from 2024
Therefore, in the author’s opinion, it is premature to  when legal entities will be able to purchase up to 10
assert radical structural changes in the system ofland  thousand hectares of agricultural land in “one hand”.

Strategic areas of development of social and labour relations in the agricultural sector, considering the risks
of the pandemic and institutional constraints of rural areas Priorities Institutional capacity
and resource sufficiency of rural AHs

/ » improvement of legislation on opening opportunities for AHs to respond to the prevention of an adverse scenario for employ- \
ment in force majeure circumstances;
» consideration in development strategies of “growth poles” with the participation of micro and small enterprises, through cluster
forms of organisational and managerial interaction, cooperation and integration;
» development of human and social capital and small entrepreneurship as the foundation of the middle class in rural areas, intro-
duction of atypical and flexible forms of employment and labour mobility;
» prevention of new manifestations of inequality of access to education, medicine, information technology, leisure, administra-
tive services, etc;
» introducing the process of digitalisation of administrative management, establishing a continuous system of digital education
of the population;
» encouraging young specialists in demanded professions to return (move) to rural areas for permanent residence and work;
» establishing appropriate conditions for enhancing public participation in decision-making by local governments and promot-
\ing the establishment of various self-governing organisations j

Market activity of micro and small business entities

/ » overcoming monostructural employment of the rural population and low labour mobility of working-age people; \
» establishment of basic (demonstration) family farms of various specialisations, including non-agricultural activities, in all AHs;
» providing grant support to young professionals to implement start-ups in agriculture for growing niche crops, processing raw
materials, providing recreational services and other activities;
» facilitating the transfer (free of charge or for a symbolic fee) of mismanaged and unused municipal real estate and land plots on
which they are located to micro and small businesses, service cooperatives and credit unions;
» establishing the work of student production teams, particularly in basic institutions of specialised secondary education, with a
research and marketing component;

» intensification of targeted information and advisory work and consultations among the population on business organisation,
supply and sales activities, digital literacy, advertising, etc;

» develop systems of preferential long-term lending for micro and small businesses for the purchase of land and lease of fixed
\assets, including on the terms of financial leasing j

The institutionalisation of employment in SFGs and other micro and small forms of management

/ » development of a national programme for the establishment and development of private farms for 2022-2027, providing, in \
particular, for systemic deregulation of the establishment, operation and liquidation of private farms as legal entities and individ-
ual entrepreneurs;
» stimulating the transformation of individual farms into commodity farms, including by establishing zero taxation on profits
from the main activity for 5 years from the date of registration;
» granting the priority right to purchase land for private farming, providing affordable loans under the guarantees of the Fund for
Partial Guarantee of Loans in Agriculture;
» introduction of the experience of European countries in the sphere of compulsory state social insurance of members of private
farms, their families and employees;
» encouraging young people to inherit the farm for its further functioning. Monitoring of this process to prevent and solve eco-
nomic problems arising in young families;
» establishment of appropriate conditions for the members of the SFG to master ICT, and meet educational, professional, cultural
and other social requirements;
» conducting ongoing awareness-raising activities on the benefits of protected employment,

\using modernmeans of communication. Increasing the prestige and social significance ofliving, working and recreation in rural areay

Figure 1. Strategic areas of prevention of risks in social and labour relations in the agricultural sector caused
by the coronavirus pandemic and similar Force — majeure circumstances
Source: Summarised by the authors 33. (The economy will almost..., 2021)
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Thirdly, there are many potential organisers of
SFGs who lease their land plots for 10 years or more
and have no right to terminate the lease agreement
unilaterally. The final decision of the tenant, and
what it will be, depends on many unknown factors
(political decisions of the new government, the sit-
uation on the world agro-food markets, investment
climate, justice reform, curbing land raiding, etc.)

Fourth, despite several state programs to
support micro, small and medium-sized farms by
the size of agricultural assets, the introduction of a
transparent state register of recipients of assistance
(DAR), simplification of mechanisms for its receipt,
incentives for the legalisation of social and labour
relations of the self-employed in the households
and other, as mentioned earlier, there are contro-
versial legislative initiatives. It refers to the possible
increase in fiscal pressure in case of the adoption
of the draft law “On Amendments to the Tax Code
of Ukraine and Certain Legislative Acts of Ukraine
on Ensuring the Balance of Budget Revenues” (Reg.
No. 5600). In particular, owners of land plots outside
settlements will have to pay atleast the minimum tax
amount (approximately UAH 1500 per 1 ha). For cit-
izens, who will not lease land shares, the minimum
tax liability is introduced, which can significantly
increase the payment for the land. Although many
land plots are not cultivated for various reasons. An-
other innovation is possible. In the case of the sale of
agricultural products in the amount of 12 minimum
wages per year, which is UAH 78 thousand (until
31.12.2021 - UAH 6500%12), 18% of personal income
tax (UAH 14040) and 1.5% (UAH 1170) of military
duty must be paid. Hope for positive changes and
additions in terms of the establishment and devel-
opment of the SFG after the second reading.

In case of constant adherence to the initiated
measures of national protectionist policy in stra-
tegic areas designed to increase the institution-
al capacity and resource sufficiency of rural AHs,
systematic and consistent support for the market
activity of micro and small business entities, the
institutionalisation of employment of members of
SFGs and other micro and small forms of economic
activity (see Fig. 1), the willingness and resilience of
the rural population to risks such as the coronavi-
rus pandemic will significantly increase. According
to expert estimates, the potential for transforma-
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tion of households into family farms is about 800
thousand (for reference: the total number of rural
households is 4783.1 thousand, or 32.3% of the total
with an average size of 2.67 people). Under favour-
able conditions, some researchers predict that by
2030 the number of private farms under the iner-
tial scenario (maintaining the average annual rate
of 2015-2019) will increase to 9241 units, according
to the basic scenario (long-term implementation of
the protectionist state policy launched in 2021) - up
to 12315 and according to the optimistic scenario
(adherence to the basic scenario with the simulta-
neous introduction of preferential conditions for
compulsory state social insurance of members of
the SFG and other forms of micro and small busi-
nesses) - up to 15389 units. Significantly, more than
half of them will specialise in dairy farming (Mam-
chur, 2021, p. 379-380).

»Conclusions

Based on the research on the prevention of so-
cio-economic risks in the field of rural employment
and the rural labour market, there are grounds for
such generalisations.

1. Considering the impact of quarantine re-
strictions related to the spread of the COVID-19
pandemic on social and labour relations in rural
areas, it is essential to implement the already de-
veloped strategic priorities to minimise the de-
structive consequences of extreme events and to
fill human-centred, territorially-oriented state and
local programmes of social and economic devel-
opment of rural AHs with specific measures and
resources. The main criterion for their efficiency
should be the preservation of existing and estab-
lishment of new skilled jobs with decent conditions
and remuneration, expansion of sources of income
of rural households and state social protection of
the rural population.

2. As practice has demonstrated, modernisa-
tion of the structure of agricultural production is
among several efficient anti-covid strategic meas-
ures for micro and small enterprises. Namely: cul-
tivation of various niche crops, livestock develop-
ment, diversification of agrarian and alternative
activities in territorial production clusters, cooper-
ation and integration in extended chains of estab-
lishing new jobs and added value and promotion of
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their products through various marketing channels
to domestic and foreign markets.

1. The institutionalisation of socially protect-
ed employment of peasants of working age should
become one of the main national priorities of the
state. The authorised state authorities should com-
prehensively assess the role and significance of
AHs and newly established SFGs, and not see them
only as a source of filling the state and local budg-

Innovative strategies to minimise rural population’s risks...

ets. By developing micro and small farms, the prob-
lems of family unemployment and poverty of rural
households are partially solved, the degradation
of human and social capital is stopped, the demo-
graphic crisis is overcome, and labour emigration
of citizens, particularly of reproductive and social-
ly active age, is reduced, administrative control
over rural areas, in particular in the border regime
zones, is ensured, etc.
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IHHOBaLiMHI cTpaTerii MiHiMi3aUii pU3UKIB cinbCcbKOro HacesieHHS
oA O 3aXULLEHOI 3aMHATOCTI, BUK/IMKAHMUX NaHAEMiIElo
KOpPOHaBipycy Ta iHCTUTYLIMHUMMN OBMEXXEeHHAMU

Onekcin Mukonanosny MorunbHun, Hatania IsaHiBHa NMaTuka

HauioHanbHWMI HAYKOBUI LLEHTP «IHCTUTYT arpapHoi eKOHOMIKM»
03127, Byn. lepois O60poHMU, 10, M. KuiB, YkpaiHa

» AHOTaUif. YV cTarTi nmpecTaB/ieHi pe3yIbraT 3aKJII0YHOT0 eTamy JOC/iIPKeHHs], OTPUMaHi i 4ac BUKOHAHHS
NIPOeKTY «O1iHIOBaHHSA BIIMBY KApaHTUHHUX 3aX0/iB, T0B’s13aHnx 3 COVID-19 [1y151 arpapHOT0 CEKTOPY ¥ IIPOJJOBOJIBYOT
Oe3Ieky iepykaBy Ta po3poO/IeHHS AITOPUTMY Aiil 111010 MiHiMi3allil HeraTuBHUX HACTiAKiIB» Ne 2020.01/0313 KOHKYpCY
«Hayka 17151 6e31eku JTIOQUHY Ta CYCIIJIBCTBA» 32 paXyHOK IPaHTOBOI minrpuMky HarionaiasHOTO (QOHIY JOCTIPKEHD
Ykpainu. CTarTs € NpoAOBKeHHAM IyOJikalii B skypHasi «EkoHoMika ATTK». 2021. Ne 4. C. 51-67. Morunsauii O.M.,
Iatuka H.I., 'pumienko O.10. BouiuB kapaHTUHHUX 00Me)KeHb, OB 's3annx i3 COVID-19, Ha pHOK mparli Ta 3alfHATICTH
y CiIbChKil MicLieBOCTi. MeTa CcTarTi — onpaloBaTy cTpareriyHi HaNpsAMu MiHiMisallil pU3uKiB CiIbCbKOI0 HaceJIeHHS
y cepi comiaibHO- TPYAOBUX BiTHOCHH, IOB’s13aHUX i3 mangeMieio COVID-19. MoHorpadiuHuii miaxin BUKOPUCTaHO
IIJIs1 BCeOigHOTO ¥ IMTMOOKOT0 BUBYEHHA 3a0e3TeYeHHs CTaIO0CTi TPY0BOI ChepH Ta COLiaTbHOTO 3aXUCTy HaceJeHHS
B €KCTpeMabHUX YMOBax i BUsIBJIEHHsI IPUYNHHO — HAC/TIIKOBUX 3B’I3KIB 1X pO3BUTKY. 3aCTOCYBaHHS CUCTEMHOTO
i KOMIIJIEKCHOTO aHaJlidy HaJasj0 MOYKJ/IMBICTH OIpAIfOBATU CTpaTeriyHi HANpPSAMU MiABUIIEHHS €KOHOMIi4HOI
CIIPOMOYKHOCTi 00’¢ JTHAHUX TePUTOPiIbHUX IPOMA]], aKTUBi3allil puHKOBOI CIIPAMOBAHOCTI ciMeliHUX (hepMepCchKUX
rOCHOJAPCTB, iHIINX MIKpo- i Manux (opMm miampmeMHHUIITBA Ta iHCTUTYI[iOHAJI3alil 3axuIeHOl 3alHATOCTI B
arpapHiil Ta mosaarpapHii cdepi. HopmaTuBHMI i NMO3WUTUBHUU MiIXOAW CHPUAIM BU3HAYEHHIO IIEPCIEKTHUB
KisIbKicHOI TpaHcdopManii ocobUCTUX CeJITHCBKUX TOCIOAApCTB y TOBAapHi miAnmpueMcTBa ciMelHOro THUITY 0
2030 p. 3aBAsIKM TPYMyBAHHIO iMeHTU(IKOBAHO CTpaTeriyHi mpiopuTeTn 3ade3NedyeHHsI TPOAYKTUBHOI 3aiHATOCTI
CiJIbCBKOTO HacejieHHsA. 3a/lydeHHsI abCTPaKTHO-JIOTiYHOIO iHCTpyMeHTapilo 103BOJIN/I0 ChOPMY/IIOBATU IPOMIKHI
Ta IPUKiHIIEBI BUCHOBKY U MPOIO3UIIii 070 MiHiMi3amii comiaabHO - EKOHOMIYHMX PU3UKIB NpalliBHUKIB arpapHOro
CEeKTOpYy B YMOBax IOIINPEeHHSA IMaHjaeMil, cipuurnHeHOl KopoHaBipycoM SARS-CoV-2. BucBiTieHO HayKOBi Ta iHIIL
nybJtikarii 3 nuTaHb 3a0e3MeYeHHsI CTaJ0CTi CoLliaTbHO- TPYAOBUX BiTHOCHH i JOXO/iB CeJISIH B yMOBaXxX NOIIMPEHHS
00MeKkeHb Ha eKOHOMIYHY TislJIbHICTD, TPOMO3UIIii CTOCOBHO PaIUKAIBLHOI 3MiHH COJTiTAPHOT CUCTEMH COIiaIbHOTO
3axUCTy, 3MeHIIIeHHsI HepiBHOCTI y mocTynmy 1o 6a30BUX MOTped colialbHO BPa3J/IMBUX KaTeropiii HacesjeHHS.
Po3IIsIHYTO reHesy i pO3BUTOK TeOPili « 'BUHTOKPUIBLHUX I'POIIIei» Ta 6e3yMOBHOT0 6230BOTO JOXOY SIK IPUHITAIIOBO
HOBIi ITOCTiHAyCTpiajbHI MOIeJi CTUMYJIIOBAaHHS €KOHOMIKHM Ta COIiaJbHOrO 3aXWCTy Majio3abesledyeHnX BEPCTB
HaceJIeHHs1, YMOBH iX 3aCTOCYBaHHsI Ta MOKJIMBI MaKpOEKOHOMIUHi Hac/TigKU. BUOKpeMJIeHO MPiOpUTeTHI HAIPSIMU
3armobiraHHs pu3WKaM IO MPOAYKTUBHOI i 3aXUINEHOI 3aifHATOCTI MpaIriBHUKIB arpapHoi cepu. lle, 30kpema,
IHCTUTYLIHA CIIPOMOYKHICTE i pecypcHa HOCTAaTHICTh CLIBCBKUX 00'€THAHUX TEPUTOPiaJbHUX IpOMaj; CUCTeMHA i
JIOBFOCTPOKOBA HMiATPUMKA PUHKOBOI aKTUBHOCTI MiKpO- i MajInx cy0'eKTiB rocrofapoBaHHsd; iHCTUTYIIiOHATi3aMisa
3aHATOCTI 4JIeHiB ciMellHNX (pepMepChKUX 'OCIONAPCTB Ta iHINUX (popM MajI0TOBApHOrO HiAnprueMHuIITBa. Habynu
TOAABIIOr0 PO3BUTKY aHTUKOBIIHI cTpareriyHi HanpsiMu PO3BUTKY MaJIUX (POPM roCIOIapiOBaHHs Ta NOIIUPEHHS
CHCTEMU 3araJIbHOOO0B I3KOBOTO0 JEeP;KAaBHOTO COITiaJIbHOT0 CTPAaXyBaHHs Ha CAMO3aWHATHX TPAIiBHIKIB B 0COOMCTIX
CeJISIHChbKUX rocriogapcTax. [Iponosunii 3 nuTaHb BAOCKOHAIEHHS BiTHOCUH Y TPYAOBIil cepi arpapHOro cekTopy Ta
COIiaTBHOTO 3aXUCTY CiJTbCHKOT0 HACEJIEHHS MOKYTh OyTH BpaXoBaHi ITi/i 9ac onpanioBaHHs CTPATETiYHNUX HAIPSIMIB

MiITPUMKH MIKpO- i MajIoro MigIpUeEMHULITBA Ta CAMO3alHATUX 0Ci0 B eKCTpeMa/IbHUX YMOBAX ClIbCHKOIO COLiyMy
» KnouyoBi cnoBsa: fnep:kaBHi mporpamMu MiATPUMKA MaJIOro MiAIPUEMHUIITBA, IIPiOPUTETHI IIPOTUKOBIIHI 3aX0/1H,

cinmbehki 00’'emHaHi TepuTOpiasbHI rpomMany, ciMeliHi pepMepchKi TOCIONAapCTBa, COLiadbHUN 3aXUCT CiIBCHKOTO

HaceJIeHHS, IHCTUTYIiOHA/Ti3a11isl 3alHATOCTI
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» Abstract. Currently, cluster associations are one of the most effective forms of organisation of innovation processes
in the region, in which not individual enterprises compete in the market, but entire complexes that reduce their costs
through cooperation. Such associations help to increase labour productivity, accelerate the pace of innovation in
production, promote the competitiveness of various sectors of the economy, do not require significant funds and consist
of various initiatives to encourage participants to cooperate. The establishment of the cluster allows the development of
a specific economic space designed to expand free trade, increase exports of the cluster’s products, and free movement
of capital and human resources. The purpose of the study — summarise the mechanisms of support for cluster
developments abroad. To expose modern aspects of the national institutional environment to stimulate the genesis of
scientific and innovative agro clusters and identify the main possible areas of financial support for their development.
General scientific and specific methods of empirical research were used: comparative-historical and monographic,
which allowed evaluation of the dynamics of the development of state support for clustering processes in the European
Union and Ukraine, and to identify the sources of their financial incentives; systematic approach - contributed to the
study of the mechanisms of interaction of the cluster as a system with the surrounding social environment, to perceive
the cluster development as a dynamic, constantly evolving integrity; analysis and synthesis provided an opportunity to
identify potential financial methods of cluster support and to integrate approaches to the development of a mechanism
for stimulating cluster associations; cognitive operations of comparison and description were used; the abstract and
logical method was used for theoretical generalisations and conclusions. The implementation of modern cluster policies
in the countries of the European Union is analysed. It is established that, despite the specificity of the development and
implementation of cluster programs and their dependence on the context and validity of national/regional policies in
different territories, the analysed approaches have some progressive similarities. The priority opportunities of smart
specialisation of the region are presented, in the design of which cluster developments are the main “blocks”. The best
European projects related to the socio-economic growth of regions that stimulate the development of clustering are
highlighted. The components of sustainable financing of regional cluster development in Ukraine are defined, which
primarily involves start-up state support. The possibility of stimulating the clustering process with funds allocated
from the state budget for the development of the regions, and for financing the Sectoral Policy Support Program was
assessed. The possibility of self-financing and self-crediting scientific and innovative agricultural clusters, which will
be established based on interregional scientific centres of NAAS, was confirmed. The conceptual foundations for the

design of sources of financial support for the establishment and development of scientific and innovative cluster

> Suggested Citation: Nechyporenko, O., Nosenko, Yu., & Sinelnyk, L. (2021). Potential areas of financial incentives for the
development of scientific and innovation clusters. Ekonomika APK, 28(10), 61-71.
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models based on interregional research centres of NAAS were developed. Based on successful European experience,

the theoretical and methodological approaches to the development of financial clustering mechanisms in Ukraine have

been improved. The areas of financial incentives for clustering processes within the framework of national, sectoral and

regional strategies, in particular, strategies for the smart specialisation of regions and territorial communities, strategies

to support small and medium-sized businesses as the main element of entrepreneurial initiative and the basic driver of

cluster establishment are proposed

» Keywords: state support, clustering, regional development, financial mechanism, incentives, interregional scientific

centre, smart specialisation

» Introduction

The issue of increasing competitiveness and en-
suring innovative development of the agro-indus-
trial complex of Ukraine is one of the most urgent
for the national economy. Therefore, new forms
of development of economic relations are being
developed and implemented in the state, and the
search for the most efficient use of available re-
sources continues.

In particular, the Laws of Ukraine’s “On Inno-
vative Activity”, “On Science Parks” and several oth-
er legal acts were adopted to establish and develop
innovative structures of various types, intensify the
processes of development, implementation, and
production of new products both in domestic and
foreign markets. In this context and in pursuance of
the Program for the Implementation of the Concept
of Reforming Agrarian Science, to improve coordi-
nation and intensification of scientific research and
implementation of innovative developments based
on the requirements of the regions, the National
Academy of Agrarian Sciences of Ukraine (NAAS) in
2019 established five Interregional Scientific Cen-
ters, which included scientific and educational in-
stitutions, local authorities, representatives of agri-
business, public organisations, etc.

Therewith, the proposed cluster form of coop-
eration, which, given the international experience
of recognition of its advantages, can ensure effective
interaction of all structural units of interregional re-
search centres to obtain a synergistic effect, remains
unregulated in Ukraine [1, 2]. Therewith, for the suc-
cessful implementation of cluster models, as inter-
national experience demonstrates, the determining
factors are the development and implementation of
appropriate strategies and programs to support the
clustering process at the state level [3].
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Moreover, the budgetary support of clusters,
andanyorganisationalformofproduction,ispossible
only under the condition of a balanced national
policy, coordinated with the policy of regional de-
velopment, innovation policy, and clearly defined
modern tools to support the processes of economic
clustering and further development of clusters.

The prospect of clustering was recognised
at the state level in 2001 [4]. However, as is known,
the practical implementation of this process is too
delayed in time, primarily due to the weak state fi-
nancial support in the form of public investment,
budget financing, and loans guaranteed by the gov-
ernment or local governments. In addition, at the
stage of cluster model development in Ukraine, the
opportunities to receive assistance from interna-
tional financial institutions are used very limitedly
both in the form of cash grants and in the form of
technical assistance, consulting services, etc.

As noted earlier [2], in recent years, in particu-
lar, government documents have demonstrated the
necessity of promoting innovation in all promising
areas of economic activity (namely, the agricultural
sector of the economy has now become such), the
establishment of scientific-innovative-production
clusters based on the commercialisation of their
scientific developments using unused production
capacities of state-owned enterprises and sectoral
research institutes. Therewith, back in 2013, it was
envisaged to define and legislate a clear procedure
for financing (co-financing) of clusters, priority
projects, and transparent distribution of profits and
assets based on the results of activities [6]. However,
in 2021, experts of the European Cluster Collabo-
ration Platform (ECCP), assessing the cluster poli-
cy of Ukraine, note that the implementation of the
relevant program should be implemented through



financial instruments, but there is no information
on the distribution of financial resources among the
beneficiaries of the programme (cluster organisa-
tions, research institutions, academic institutions,
technology centres, etc.) [7]. Thus, financial mech-
anisms for regulating the activities of clusters, espe-
cially scientific and innovative ones, in Ukraine re-
quire theoretical research and practical adaptation
to economic activity.

» Analysis of recent studies and publications

Several significant developments are known in the
study of mechanisms for stimulating scientific and
innovation activities in Ukraine. In particular, the
prospects and new opportunities for stimulating
the innovative development of the macro-region by
improving the relevant mechanisms based on the
results of monitoring the innovative sphere of the
region’s economy and forecasting trends in the de-
velopment of new technologies are identified by the
foresight method in S.D. Shchehliuk’s research [6].
Scientists O. E. Kuzmin, O.0. Maslak, and T.E. Udovy-
chenko note that there are problems on the way of
clustering, to overcome which it is necessary to in-
tensify activities to develop a unified state cluster
policy. Therewith, the latter should cover: the de-
velopment of support programs for small business-
es, technology parks, and special economic zones;
the development of investment and venture funds,
and investment programs; promotion of projects
designed to increase the competitiveness of cluster
members; development of legislative initiatives for
clustering the national economy; establishment of
an institutional environment to stimulate cluster
developments, etc. [8].

The necessity of establishing and improving
the mechanisms of financial support for the devel-
opment of clusters at the state level and providing
them with the necessary methodological, informa-
tion, consulting, and educational support is noted
by V.S. Dubovyk in his work [9].

According to the results of the analysis of the
functioning of clusters in nine economic regions
of Ukraine, the researcher S.V. Busniuk identifies
the peculiarities of their establishment and activ-
ity, specifying that the sources of financial capital
development of the cluster are the own funds of

Nechyporenko et al. @

participating enterprises, funds of international
organisations and programmes, sponsorship of
business structures, charitable contributions of le-
gal entities and individuals, grants and subsidies
from the state and local budgets [10].

Scientists O.R. Kvasovskyi and E.T. Karape-
tian, having summarised the relevant definitions of
awide range of researchers, identified the structure
of the financial mechanism, which is understood as
a specific component of the economic mechanism,
a set of interrelated components: financial meth-
ods, financial instruments, financial levers, reg-
ulatory and legal and information support. They
further note that, given the increased importance
of sources of financing for the activities of any clus-
ter development at the stage of its establishment,
if necessary, various financial institutions can be
involved in the association: investment funds, mi-
crocredit institutions, venture capital and leasing
companies, commercial banks, etc.

Despite the urgency of the problem, a unified
approach to possible mechanisms of financial in-
centives for clusters at the regional and interregional
levels has not yet been developed. The purpose of
the study — summarise the mechanisms of support
for cluster developments abroad. To expose modern
aspects of the national institutional environment
to stimulate the genesis of scientific and innovative
agro clusters and identify the main possible areas of
financial support for their development.

» Results and Discussion

As the study of literature demonstrates, in many co-
untries cluster developments are strongly supported
by the state. Thus, the published report of the Eu-
ropean Observatory for Clusters and Industrial
Change on cluster support in 29 European coun-
tries demonstrates an in-depth analysis of 30 na-
tional and 55 regional programs, specifically de-
signed policies and strategies to support clusters,
which are widely used both in Europe and around
the world. Therewith, even though the specific de-
velopment and implementation of cluster policy
depend on the context and validity of national/re-
gional policies in different territories, the analysed
approaches share some progressive similarities, in
particular, support for the participation of small and

Ekonomika APK. 2021. Vol. 28, No. 10
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medium-sized enterprises in clusters, international
cooperation of such enterprises in the same sector,
intersectoral (inter-sectoral) cooperation, access
to other markets, entrepreneurship development
activities; financing of meetings and networking;
establishment of new cluster infrastructure; promo-
tion of eco-efficiency and a new culture of coopera-
tion and management; business development [11].

In addition, the EU is gaining weight in the
policy of regional innovation development, which
is called the Smart Specialisation Strategy, and

should contribute to the economic growth of the
regions through the full disclosure of their poten-
tial. Smart specialisation is a partnership between
representatives of business, government, scien-
tific and technical institutions, and public organ-
isations, in which the authorities encourage and
stimulate entrepreneurs, scientists, and developers
to cooperate to implement the main areas of spe-
cialisation of the region. Therewith, cluster devel-
opments are the main “blocks” in the development
of such specialisation (Fig. 1).

Acts as a driver of

economic growth
and adaptation to market

Increase export

Will contribute to the
efficiency of local communities,

opportunities transformations Lo . .
for Iocal businesses highlighting their competitive
advantages
Will allow attracting Potential Strengthen entrepreneurial
funds from state support of SMART capabilities and unlock
programs, EU grants specialisation innovative capacity

of the region

Improve the local
investment image

Correlates with the
achievement of the 17
Global Goals

Will contribute to solving
socio-demographic problems
at the local level

Accelerate innovative
transformations as a result
of coordination of science,

business and society

Figure 1.Priority opportunities for smart specialisation of the region

Source: Developed based on [3]

Currently, in European countries, the presence
of a specific smart specialisation is considered a
condition for obtaining funding from the European
Union’s structural funds. The International Organi-
sation for Economic Cooperation and Development
(OECD) is conducting a relevant audit of “smart”
specialisation. Throughout the EU, the authorities
encourage the development of national and re-
gional research and innovation strategies for smart
specialisation (Research and Innovation Strategies
for Smart Specialisation, RIS3) to ensure the proper
use of EU structural funds and to increase synergies
between different alliance policies: national and re-
gional, and public and private investment [12].

Notably, the European cluster support system
is based on the development and implementation
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of programs at the European, regional and national
levels, the main tasks of which are defined as:

- establishment of an institutional environ-
ment — higher, favourable for the development of
clusters, based on strengthening the cooperation of
stakeholders and increasing their competitiveness;

— modernisation of production and successful
implementation of smart specialisation at the re-
gional level;

— further development of innovative (research)
developments,includingtheirtechnologicalsupport.

There are several programs in the European
Union to stimulate cluster development. Notewor-
thy are the projects designed for the economic de-
velopment of the regions. This is Interreg Europe -
a project to improve regional policies in four main



areas: innovative development, support for small
and medium-sized enterprises (SMEs), green econ-
omy, and energy efficiency; SMARTY - a project to
develop a unified knowledge base on best practices
in regional development approaches; InnoHEI - a
project to improve research infrastructure and es-
tablish sustainable cooperation between science
and business; INNO Industry — a project to improve
innovation development policies through the in-
volvement of clusters in smart industry projects, the
establishment of regional hubs on the development
of the region’s innovation ecosystem in a particular
industry through regional clusters [13]. In European
countries, three main sources can be identified for
the financial support of the establishment and func-
tioning of cluster structures:

1. State budget (France, Sweden, Portugal,
Norway).

2. Regional budgets (Germany, Great Britain,
Lithuania, Poland).

3. EU Structural Funds (Germany, Great Brit-
ain, Lithuania, Poland) [3].

In Ukraine, innovative cluster structures could
efficiently contribute to the regional socio-eco-
nomic development of territorial communities in
particular. To this end, local authorities should en-
sure at the initial stage the integration into regional
development strategies of tasks designed to estab-
lish and develop clusters, develop and constantly
update the list of innovative business entities and
key technological solutions in key industries, es-
pecially in selected areas of smart specialisation of
regions and communities. For example, to signifi-
cantly strengthen communication links between
the authorities, business and scientific institutions,
and higher education institutions of the region
(joint presentations, consultations, specialised in-
novation days, training, workshops, etc.), to im-
prove and develop cluster infrastructure, including
using the infrastructure capabilities of innovative
technology parks being established in Ukraine.

However, it is necessary to actively stimulate
the processes of clustering development, which is
possible both through the direct financial support
of cluster initiatives and through indirect mech-
anisms. Indirect stimulation can be performed
within the framework of national, sectoral, and re-
gional strategies, in particular, strategies of smart
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specialisation of regions and territorial communi-
ties; strategies to support small and medium-sized
businesses (SMEs); support for technological trans-
formations and significant modernisation of exist-
ing industries; organisation of competitions for the
development of competencies, training, informa-
tion campaigns, financing of relevant fundamen-
tal research and development; facilitating access
to export markets and increasing participation in
global value chains (internationalisation of cluster
initiatives) [13].

The “Cluster Support Program in Ukraine: De-
velopment Principles and Key Features” proposed
by German and Ukrainian experts at the end of 2015
provides for a model of sustainable financing for re-
gional associations, which could include:

1. Basic budget funding (e.g., from state/inter-
national institutions/organisations).

2. Income received (e.g., membership fees, in-
comefromservicessuchasparticipationintradefairs).

3. Third-party funding (e.g., private sector in-
vestment project financing, international or govern-
ment research programmes).

However, the program notes that the initial
funding should be provided by the public sector/
international organisations. Further, a model of
downward financing is proposed, which motivates
the cluster to generate income and find alternative
sources of funding. Thus, if at the preparation stage
100% of the eligible costs are covered by the public
sector/international organisations, their share can
be reduced during the following stages [14].

Notably, even in the absence of sufficient leg-
islative regulation, clusters in Ukraine objectively
exist, and some of them are financed. Thus, in 2018,
within the framework of the implementation of
the Agreement on Financing of the Sectoral Policy
Support Programme [15], the following funds were
allocated: “Regional Innovation HUB” (RInno-
HUB) — UAH 1.95 million; for the establishment of
an aviation cluster as a “growth point” of the econo-
my of the Kirovohrad region - UAH 9 million; for the
development of rural entrepreneurship and infra-
structure of the agro-tourism cluster “HorboHory” —
UAH 18.37 million [3].

Currently, three projects, which can be iden-
tified as cluster start-up programs, are being fund-
ed from the EU budget through sectoral support,
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amounting to approximately $ 16.2 million. The to-
tal amount of funding for the 70 projects in Ukraine
is USD 1.5 billion, which is 5% of the total funding
for 70 projects in Ukraine. Therewith, co-financing
from local budgets and other sources accounts for
only about 1% (3, 16].

Stimulatingthedesign ofclusterdevelopmentsis
possiblewith the fundsallocated from the state budget
forthedevelopmentofregions.Thus, theStateRegional

Development Strategy for 2021-2027 (SRDS)
provides for the targeted allocation of funds for the
implementation of regional development programs
that correspond to the priorities and objectives de-
fined in it and regional development strategies, the
annual amount of which, according to the legisla-
tion, will be at least 1% of the general fund revenues
in the state budget [14].

The Action Plan for 2021-2023 for the imple-
mentation of the State Regional Development Strat-
egy provides for the area “Support for interregional
cooperation and exchange programs between the
regions of Ukraine”, one of the tasks of which is to
establish conditions for stimulating regions and ter-
ritorial communities to cooperate and implement
joint interregional projects. In addition (which is
important for the development of interregional sci-
entific centres of NAAS as cluster structures), some
operational purposes of the mentioned plan, to pro-
mote the introduction of innovations and the growth
of the technological level of the regional economy,
support innovative enterprises and startups, pro-
vide for the development and implementation of an
efficient mechanism for supporting startup com-
panies, innovation clusters that unite legal enti-
ties-residents and individual entrepreneurs engaged
in innovative activities, technology transfer centres.
To this end, first of all, it is necessary to conduct an
inventory of the existing research and innovation in-
frastructure in higher education and research insti-
tutions to assess the possibilities of their participa-
tion in the development of regions based on smart
specialisation, participation in the development of
efficient interaction between the educational and
scientific environment and business [17].

According to the SFDRR, and for the imple-
mentation of regional development strategies until
2027, separate measures of immediate support for
cluster development are envisaged at the regional
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level. In particular, using such support tools as the
establishment of technology transfer centres, data-
bases of domestic developments of the profile area,
educational environment for the population of the
region, business incubators for start-up companies;
training and retraining of personnel to ensure the
activities of clusters by specialists; search for inves-
tors; consulting support, etc. Therewith, the focus
of regional strategies is mainly the establishment
at the level of the best European standards within
the framework of smart — specialisation and strate-
gic vision of the relevant conditions, basic facilities,
and infrastructure elements to ensure an invest-
ment attractive and environmentally — the correct
image of the territory through the introduction of a
cluster model of development and effective use of
the innovative potential of the region [12].

Along with the instruments of external sup-
port, it is important to establish a financial mech-
anism in the cluster structures, based on the prin-
ciple of ensuring the effective interaction of all its
elements (methods, tools, and levers) that influence
the process of reproduction of scientific and inno-
vative and production and economic activities of
the cluster association. The structure of the finan-
cial mechanism of cluster development includes
such financial methods as financial forecasting
and planning, financing, investment, lending and
self-lending, pricing, taxation, incentives and re-
sponsibility, financial control, etc.

Under the current conditions, the priority fi-
nancial methods that should be used in the process
of establishment and further functioning of clusters,
including scientific and innovative ones, include,
in addition to investment, financing, lending (with
which there are some difficulties), and, importantly,
self-credit and self-financing.

Within the cluster association, self-financing
means that covering the costs of both transforma-
tional and transactional (very relevant for science
and innovation clusters) should be performed at the
expense of own funds of development funds estab-
lished by deductions from the profits of participating
entities or the total profit of the cluster establish-
ment. Therewith, self-lending provides an opportu-
nity for cluster members to avoid raising funds on
the credit market and mobilise internal loan sources
for this purpose. Notably, the potential for practical



implementation of the self-lending method at the
level of cluster structure is much more significant
than at the level of a separate independent entity, as
cluster members can establish their credit union [5].

If considering the interregional scientific cen-
tres of NAAS as scientific and innovative cluster
structures that unite homogeneous regional clus-
ters, their establishment will depend primarily on
the mobilisation of internal resource capabilities of
a particular territory and the possible attraction of
funds from the above state sources. Thus, the cur-
rent aggregate potential of scientific, natural, labour,
institutional and financial resources can stimulate
the development of favourable conditions for the
implementation of the plan, and in the future the
established integrated system of local authorities,
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science, education, and agricultural business will
develop independently, using generally accepted
methods of financial management.

To some extent, financial support for the
activities of the newly established, based on the
mentioned centres, scientific and innovative agri-
cultural clusters can be provided in the estimates
of using the funds of the special fund of the Nation-
al Academy of Agrarian Sciences of Ukraine. The
availability of such potential opportunities is ev-
idenced by the reported financial performance of
NAAS (Table 1). Although for this purpose it is nec-
essarytoinitiate and introduce appropriate amend-
ments and additions to the budget legislation and
to revise the internal regulations on the procedure
for the development and use of the particular fund.

Table 1. Financial performance of NAAS, UAH million

Approved with amendments In fact
Indicator

2016-2020 including 2020 2016-2020 including 2020
Total amount of funding 5014.6 1298.0 5527.4 1255.8
1. General fund, UAH million 1988.1 517.9 1986.2 517.5
including for scientific and research activities 1892.6 495.5 1894.3 495.2
2. Specific fund, UAH million 3026.4 780.1 3541.1 738.2
including proceeds from operating activities 989.0 210.9 964.6 206.0
LIhehacoieeiandolsdeniie ws s ms |

Source: Developed based on [18, 19, 20]

»Conclusions

World experience demonstrates that financing of
cluster initiatives and further activities of associa-
tions can be performed both through direct budget
support of clusters and indirect mechanisms. Indi-
rect incentives are available within the framework
of national, sectoral, and regional strategies, in
particular strategies for the smart specialisation of

regions and territorial communities, strategies for
supporting small and medium-sized businesses as
the main element of entrepreneurial initiative, and
the main driver of cluster establishment. The re-
gional development strategies developed in Ukraine
mostly only declare the current trends of social and
economic growth, including the establishment
of clusters, but do not provide financial support.
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Therewith, it is necessary to establish the
productive activity of clusters, including scientific
and innovative ones:

1) financial capital for the launch of cluster
initiatives (cluster management), which is based on
a partnership with the participation of the public
and private sectors and provides start-up assis-
tance for the development of associations on the
principle of co-financing and a progressive basis;

2) financial capital for cluster development
(funds for joint cluster projects) provided for indi-
vidual projects only based on a competitive basis
and considering specific results and thematically
combined with projects of other clusters in the re-
gion. The decisive share, in this case, maybe the
EU structural funds under the condition of a bal-
anced relaxation of competitive requirements for
financial support.
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MoTeHUinHi HanpamMn ¢piHAHCOBOIro CTUMYJIIOBaHHA PO3BUTKY
HayKoOBO-iHHOBaLIiMHUX K/lacTepiB
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» AHOTaUia. Ha cboromdimHiil qeHb KJjacrepHi o0'€qHaHHS € OfHicl0 3 HaledeKTUBHImMX ¢GopM opraHisarii
iHHOBAIIHUX MpolieciB B perioHi, 3a IKOi Ha PUHKY KOHKYPYIOTh B3Ke He OKpeMi MiJIIpUeMCTBA, a Ifiji KOMIIJIeKCH,
SIKI CKOPOYYIOTH CBOi BHUTpaTW 3aBAsIKK Koomeparii misibHOCTi. Taki o0'€qHAHHSA CHOPUSIOTH IiIBUIIEHHIO
NIPOAYKTUBHOCTI IIpali, IPUCKOPIOIOTh TEMIIU BIIPOBAI)KeHHs iHHOBAIlill Ha BUPOOHUIITBI, CIPUAIOTH IiJBUIIIEHHIO
KOHKYPEHTOCIIPOMOKHOCTI pi3HUX rajy3eii eKOHOMiKM, He BUMaraloTb 3HAYHUX KOIITIB i CKIaalOThCA 3 Pi3HUX
iHiiaTUB, CIPAMOBAHUX Ha CTUMYJ/IIOBAaHHS YUYaCHUKIB 7151 criBrpari. CTBOpeHHs KjIacTepa J03BoJisie chopMyBaTh
crerudivHNH eKOHOMIYHHI IPOCTIp, METOIO KOO0 € PO3MIMPEHHs cdepH BiMbHOI TOPriBii, 36iMbIIeHHS 06CATIB
€KCIIOPT IPONYyKLil KjIacTepa, BiIbHOTO IepeMillleHHsI KalliTaly Ta JIOACBKUX pecypciB. MeTta cTaTTi — y3araJbHUTU
MexaHi3MU MiITPUMKHU KJIACTEPHUX YTBOPEHb 3a KOPJOHOM. PO3KPUTU Cy4yacHi acmeKTH HallioOHaJIbHOIO
IHCTUTYLiIHHOTO CepeI0BUIIA CTUMYJIIOBAaHHS reHe31Cy HayKOBO-iHHOBALiMHUX arpOKJIacTepiB Ta BUSHAYUTH OCHOBHI
MOKJ/IUB] HanpsaMmuU (iHaHCOBOI MiATPUMKH IX PO3BUTKY. BUKOpHUCTaHO 3arajbHOHAyKOBi Ta cnenudivyHi Meronu
eMIIipUYHOTO JOCJIiPKEHHS: MOPiBHAIBHO-ICTOPUYHUM Ta MOHOTrpadivyHui, AKi TO3BOJIMIU OL[HUTH B JUHAMIII
PO3BUTOK JepsKaBHOI HiATPUMKY IpoIleciB KaacTepusalii B €BponeticbkoMmy Coio3i Ta B YKpaiHi, a TaKok 3’ACyBaTu
JKepeJa ix ¢piHaHCOBOTrO CTUMY/TIOBAHHS; CHCTEMHUH ITiIXif] — CIPUSAB JOCTiI?KEHHIO MeXaHi3MiB B3aeMO[Iii KJ1acTepa
SIK CUCTEMH 3 OTOYYIOUUM CYCIIJIBHUM CepeloBUIIeM, CIPUIMMAaTH KJlacTepHe YTBOPEHHSI AUHAMIYHOIO LIJIiICHICTIO, 110
TIOCTiHO PO3BUBAETHCS; aHAJI3 i CHHTE3 HaJa/I MOKJIUBICTh PO3KPUTH MOTEHIIiHHI (piHAHCOBI METOAY MMiITPUMKH
KJIacTepiB Ta iHTerpyBary niaxonu g0 GopMyBaHHS MeXaHi3My CTUMYJIIOBAaHHS KJIaCTEPHUX 00’ €fTHAHb; BUKOPHCTAHO
Mmi3HaBaJbHI omeparlil TOpiBHAHHA ¥ omucy; abCTPAKTHO-JIOTIYHUN MeTOJ 3acTOCOBAaHO [JIsI TEOPETUYHUX
y3arajibHeHb Ta (popMyBaHHS BUCHOBKIB. I[IpoaHas1i3oBaHO peaJiisallilo Cy4yaCHUX KJIACTEPHUX IIOJITUK y KpaiHax
€sponeticbkoro Corosy. BcTaHOB/IEHO, 110, HE3BA)KAIOYM HA KOHKPETHICTH pO3POOKU Ta peasisallii KJacTepHUX
mporpam i iX 3ajIe)KHIiCTb Bil KOHTEKCTY Ta OOI'PYHTOBAHOCTI BiIHOCHO HalliOHaJ/ILHOI/perioHaIbHOI MOJIITUKY Ha
pi3HUX TEPUTOPIsX, B aHAII30BaHUX IiAX0AaX BUPi3HAETHCA IX IeBHA IPOrPeCUBHA CXOKicTh. HaBeneHo npioputeTHi
MOSKJIMBOCTI CMapT-CHeliamisaril perioHy, B po30ymOBi SKOi KJacTepHi yTBOPEHHS BHCTYMNAIOTh OCHOBHUMH
«b10kaMu». BUCBiT/IEHO Kpallli EBponelCchKi MPOEKTH, MOB’sI3aHi i3 COI[iaTbHO-EKOHOMIYHHUM ITiTHECEHHSIM PETiOHIB,
SIKi CTUMYJIIOIOTh PO3BUTOK KJIacTepu3arlil. PO3KpUTO CKJIaoBi cTasnoro (iHaHcyBaHHS perioHaIbHUX KJIaCTepHUX
YTBOpPEHB B YKpaiHi, 10 HacamIepes nepeidadae CTapTOBY AepsKaBHY HiATPUMKY. OlliHEHO MOKJIUBICTb CTUMYJ/TIOBATH
TIpoIfec KjacTepusaariil KOIITaMy, [0 HallPaBJIATHUMYTHCA 3 JeP/KaBHOTO OIOMKETY HAa PO3BHUTOK PETiOHIB, a TAKOK
Ha (pina"cyBanHs [ITporpamu migTpUMKU CeKTOpaabHOI NOMiTHKY. ITinTBEpA)KeHO MOSKINBOCTI caModiHaHCyBaHHA
Ta CaMOKpeJUTYBaHHS HAayKOBO-iHHOBAILIMHUX arpokJacTepiB, 10 OyAyTh YTBOPEHi Ha OCHOBi MiskperioHaJbHUX
HayKoBUX IleHTpiB HAAH. Po3BUHYTO KOHIENTya/IbHi 3acagy (opMyBaHHsS jKepes (piHaHCOBOTO 3abe3rnedeHHs
CTAaHOBJIEHHSI i PO3BUTKY HAayKOBO-iHHOBAI[iIHHWX KJIACTEpPHHUX MoOJeJield, yTBOpeHUX Ha 0a3i MikperioHaspHUX
HaykoBux 1eHTpiB HAAH. Ha ocHOBi ycHmilIHOro €BpomefChbKOro AOCBiIy BIOCKOHAJEHO TeOpPeTUKO-MeTOANYHI
nigxoau 1o nobynoBu ¢piHaHCOBUX MexaHi3MiB kJiacTepuaalii B YKpaiHi. 3apolnoHOBaHO HanmpsMu (iHaHCOBOTO
CTUMYJTIOBAHHS MPOIIECIB KIacTepu3allii B MesKax 3araJbHOHAI[iOHAJIBHUX, TAIy3€BUX Ta PETiOHAJBHUX CTpaTeTiH,
30KpeMa cTpareriii cMapT-crenjaJisarnii perioHis i TepuTopiaTbHEX 'pOMaj, CTpaTerii HiATPUMKY MaJIOro i cepeJHbOTro
OisHecy, Ik OCHOBHOTO eJIEMeHTa ITi JITPHEMHUIIBKO] iHiIiaTiBY Ta 6a30BOT0 IpaliBepa CTBOPEHHS KJIacTepiB
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» Abstract. Foreign trade plays an essential role in the economy of Ukraine. The leading role of agro-industrial
export for Ukraine is gaining the level of national, in particular, food security of the state. Thus, changes in foreign
trade in agricultural products should be based on both the fundamental principles of sectoral production and the
shifts in modern production. The purpose of the study - identify, based on the analysis, trends in foreign trade
and areas for improving the competitiveness of agricultural products of Ukraine with the European Union (EU) in
the context of the implementation of the Association Agreement. The following methods were used: analysis and
synthesis, analytical generalisations — in the process of analysing foreign trade in agricultural goods; tabular — for
a visual representation of the results of the study; economic and statistical - to assess the trends in foreign trade;
abstract and logical — in the development of conclusions. The volumes, dynamics, and structure of exports and
imports of agricultural goods of Ukraine with the EU countries are analysed, changes in the foreign trade regime
are assessed, and trends and impact of the implementation of the Association Agreement between Ukraine and the
European Union on the development of foreign trade of Ukraine are established. The place and importance of the
agricultural sector in European markets are explored. The foreign trade turnover of agricultural goods in Ukraine
is determined. The algorithm for assessing the level of competitiveness of agricultural products is summarised.
It is established that with the strengthening of the export orientation of raw materials to the EU market of crop
production, therewith, there is a high import dependence on finished food products, and the structure of imports
is more diversified. Adaptation of Ukrainian legislation in the field of agriculture, sanitary and phytosanitary
measures are incomplete and do not correspond to the planned pace. Ways to diversify exports and increase the
profitability of foreign trade in agricultural products from Ukraine in the EU market are proposed

» Keywords: agriculture, foreign trade, agricultural goods, export-import, competitiveness, Association Agreement
between Ukraine and the European Union

» Problem statement

Agriculture plays an important role in the economy
of every country. It provides the population with food
products, is the foundation of food security of the
state and is an important element of world trade. In-
ternational trade as a form of international econom-
ic relations is a component of balanced econom-
ic development and contributes to strengthening
the competitiveness of the national economy and
raising the living standards of peasants.

The involvement of the Ukrainian agrarian
sector in the global food chains contributes to the
expansion of Ukraine’s trade opportunities in in-
ternational markets. Along with unfavourable ex-
ternal conditions for export development, there are
internal obstacles, i.e. military-political conflict in
the east of the country, deterioration of economic
relations with russia, crisis state of the state econ-
omy, etc. The changes that have occurred today in

> Suggested Citation: Spaskyi, H. (2021). Foreign trade in agricultural goods of Ukraine in the context of the association agreement

with the European Union. Ekonomika APK; 28(10), 72-80.
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Ukraine’s foreign trade indicate the beginning of
the process of transformation of the model of es-
tablished trade relations and the development of
new foreign economic relations in the world space,
where other rules of the game apply [1].

Recently, the agricultural sector provides
about 40% of foreign exchange earnings to the coun-
try [2]. Ukraine ranks first in the world in terms of
production and export of sunflower oil and sun-
flower cake, second among exporters of rapeseed
and barley seeds, fourth among exporters of corn
in 2019 and rose from fifth to fourth place among
exporters of wheat [3]. The development of the do-
mestic economy will be influenced by the European
integration of Ukraine and the establishment of the
Deep and Comprehensive Free Trade Area (herein-
after —- DCFTA) with the European Union.

»Analysis of recent studies and publications

Based ontheresults of theliterature analysis, the con-
clusion is substantiated that the Association Agree-
ment between Ukraine and the European Union and
its implementation, in particular in terms of agricul-
ture, has become the subject of research for many
Ukrainian and European scientists. Among them,
in particular: Ya. Hadzalo [1], B. Dukhnytskyi [4,
5], M. Emerson [6], Yu. Luzan [2], Ju. Lupenko [3],
V. Movchan [7, 8], M. Pugachov [5, 9] and others.
Therewith, the impact of the implementation of the
provisions of the Deep and Comprehensive Free
Trade Area Agreement between Ukraine and the EU
on foreign trade in agricultural products, the state
and prospects of further adaptation of Ukrainian
legislation on sanitary and phytosanitary measures
to the EU legislation, the possibility of increasing the
competitiveness of agricultural products in the mar-
ket of the countries were not sufficiently studied.

The purpose of the study — identify, based on
the analysis, trends in foreign trade and areas for
improving the competitiveness of agricultural
products of Ukraine with the European Union (EU)
in the context of the implementation of the Associ-
ation Agreement.

» Results and Discussion

In the context of the ongoing economic crisis, the
importance of foreign trade in agri-food products
is growing for Ukraine. Domestic entrepreneurs are
trying to expand their trade activities outside the ter-
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ritory of Ukraine. Therefore, the European market,
which is quite capacious and with a high-paying
population, is considered promising.

Therewith, notably, foreign trade is both a pri-
ority area of the national policy (improvement of the
investment climate, establishment of the founda-
tion for the development of competitive goods) and
one of the most important sources of state budget
revenues. It affects the establishment of conditions
for the implementation of, first of all, environmen-
tal protection programmes, stimulation of scientific
and technological progress, solving structural prob-
lems, and ensuring the country’s defence capability.

After signing the Association Agreement be-
tween Ukraine and the European Union, Ukraine
has undertaken to approximate its national leg-
islation to the European one, in particular, in the
field of agriculture. In 2017-2018, the agricultural
sector of Ukraine provided about 4 and 19% of the
gross domestic product of the state, respectively,
and was determined as the leading export sector
in Ukraine. In 2017, exports of agri-food products
reached 17.8 billion USD, which is 16.3% more than
in 2016 (15.3 billion USD), in 2018 it increased to
18.6 billion USD - by 4.5%, and in 2019 the volume
increased to 22.1 billion USD, or 18.8% compared
to the previous year. Therewith, during these years,
the volume of imports of agricultural commodities
was significantly less than the volume of exports.
Import volumes are lower compared to 2012, 2013
and 2014: in 2016, import volumes amounted to
3.8 billion US dollars, in 2017 they were already 4.3
billion US dollars, which indicates an increase of
9.3%,in 2018 theyreached 5.0 billion US dollars, that
is, anincrease of 17%, in 2019 this figure was 5.7 bil-
lion US dollars, an increase compared to last year —
3.6% (3, 9]. All this is evidenced by the dynamics of
exports and imports of agricultural goods (Fig. 1).

The volume of agricultural exports increased
by 23.6%, while imports decreased by 23.7%. Accord-
ing to Ukrainian statistics, in 2019, plant products
in the export structure reached the level of 12.9 bil-
lion USD, which is 31.6% more than in the previ-
ous year, and accounted for 58.4% of the value of
agricultural exports. Most of all, they exported
grain —43.5% and seeds — 11.6%. Fats and oils in the
structure of exports constituted 21.4% or the value
of USD 4.7 billion. Compared to the previous year,
the growth was 5.3%. Finished products account-
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ed for 14.5% of the value of agricultural exports (or
USD 3.2 billion), with a growth rate of 6.7% com-
pared to 2018. The main volume of exports of fin-
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ished products was represented by residues and
waste of the food industry — 6.7% of total exports of
agricultural products.
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Figure 1. Volumes of Ukrainian exports and imports of agricultural products, USD billion

Source: Calculated based on [10, p. 63-65; 11, p. 29-31]

In turn, animals and animal products in 2019
were exported for the amount of USD 1.2 billion,
with a share of 5.8%, which was the smallest in the
total export of agricultural products of Ukraine.
Among the goods of animal origin, Ukraine in 2019
exported meat and edible offal (3.2% of total exports
of agricultural products), milk and dairy products,
poultry eggs; natural honey (2.05% of total exports
of agricultural products) [3].

Scientists note the importance of the devel-
opment of foreign trade in agri-food products, in
addition to the abolition of tariff barriers (including
gradual for individual product groups), to ensure co-
operation on the approximation of Ukrainian legis-
lation to the legislative provisions of the EU Member
Statesinmattersofnon-tariffregulationandtheintro-
duction of common standards in agriculture [5, 12].

According to the provisions of the Agree-
ment, Ukraine and the EU will eliminate import
duties on about 97 and 96.3% of tariff lines respec-
tively [13, 14]. Since the provisional application
of the Agreement by the EU and its ratification by
Ukraine, duties for agricultural commodities have
been abolished for 35.2% of tariff lines in Ukraine
and 83.1% - in the EU. As for other goods, Ukraine
introduces transitional periods lasting from 1 to 7
years for 52% of tariff lines, partial liberalisation for
9.8%, and duty-free tariff quotas for 3.0%. It means
that for particularly sensitive sectors, the DCFTA
gives Ukrainian agricultural producers more time
to adapt to a more competitive environment while
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providing consumers with more food choices at low-
er prices. In its turn, the EU established transitional
periods for 2.0% tariff lines (lasting 3 and 7 years),
and for the most sensitive products offered mar-
ket access within duty-free tariff quotas. They were
granted to Ukraine for grains, pork, beef and poultry,
and some other food products [15; 16, p. 35-39, 5].

After the signing of the Association Agree-
ment between Ukraine and the EU, the majority of
trade flows of agricultural goods were reoriented to
the European food market. Thus, in 2019, 41.5% of
Ukraine’s total exports and 41.1% of imports were
sent to the EU countries. Therewith, the total trade
balance for all goods with the EU member states was
adverse and amounted to USD 4.2 billion in 2019 [3].

Unfortunately, a significant number of goods
of Ukrainian origin do not correspond to the
current EU standards and have low quality or low
added value. As for agricultural goods, Ukrainian
agricultural enterprises have received additional
opportunities to expand their exports to the EU
countries through gradual trade liberalisation,
unification of sanitary and phytosanitary mea-
sures, and establishment of tariff quotas for indi-
vidual groups of goods. During 2015-2019, Ukraine
was a net exporter of agricultural goods in trade
with the EU countries [2, 3].

The analysis demonstrates a gradual increase
in Ukrainian agricultural exports to the EU (from
USD 2.8 billionin 2015 to USD 9.2 billion in 2019). Ac-
cording to statistics, imports of agricultural goods are



growing. Over the past five years (from 2015 to 2019),
imports have increased by 82%, and exports — by
78.6%, while the trade surplus in agricultural goods is
constantly increasing. A significant increase in agri-
cultural exports (by24%in2017 compared to2016) oc-
curred after the unification of sanitary and phytosan-
itary measures and the reduction of tariff barriers.

It is established that import and export flows
between the EU countries and Ukraine are charac-
terised as having a significant level of concentration.
The five largest trading partners in 2019 accounted for
more than 67.0% of exports (the Netherlands, Spain,
Germany, Poland, and Italy) and 66.4% of imports (Po-
land, Germany;, Italy, France, and the Netherlands) [3].

The increase in exports of agricultural goods
from Ukraine is facilitated by the EU tariff quotas.
According to the European Commission, quotas for
honey, sugar, barley groats, flour, and starch, in-
cluding processed, processed tomatoes, apple and
grape juices were fully used in 2019. However, tariff
quotas for lamb, mushrooms and processed animal
oil products were not used at all. The quotas for the
following goods were almost unused: cigars and
cigarettes, processed dairy cream products, sweet
corn and syrups [17].

After the signing of the Association Agree-
ment, the share of agricultural goods in the struc-
ture of imports from the EU countries in 2019
increased to 50.6%, compared to 40.8% in 2012.
Therewith, if considering the overall structure of
imports of goods, the share of European goods
in the total import flow to Ukraine in 2012-2018
reached 40.1% and in 2019 amounted to 41.1%.
In this case, it can be argued that Ukraine is more
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dependentonimportsofagricultural goods fromthe
EU compared to the total imports of Ukraine [4, 3].

The structure of Ukraine’s foreign trade ex-
ports of agricultural products is not diversified,
oriented to products of plant origin. Thus, 67% of
total exports of agricultural goods to the EU coun-
tries in 2019 were provided by corn (32.2%), sun-
flower oil (18.5%) and rapeseed (16.3%). Sunflower
oil cake and other wastes accounted for 4.8% of to-
tal food exports, poultry meat and edible by-prod-
ucts — 2.6, soybeans — 3.3, wheat - 1.6, honey - 1.2%,
other commodity items provided less than 1% of
total agricultural exports to the EU. The structure
of agricultural imports is quite diversified, the
share of most goods does not exceed 5% of total
agricultural imports from the European Union. In
2019, only tobacco and tobacco products, protein
concentrates and animal feed products exceeded
5% in the structure of imports [9, 6].

Instead, the structure of imports is dominat-
ed by finished products with a large share of added
value. If considering the European value chains in
the agricultural sector, Ukrainian products are at
the very beginning of such a chain and accumulate
the least added value [12]. Other factors that hin-
der the export of Ukrainian agricultural products
are the inconsistency of EU import quotas with the
structure of Ukrainian exports and the non-com-
pliance of Ukrainian products with European sani-
tary and phytosanitary standards [8]. To assess the
role of mutual exports and imports of agricultural
goods to and from the EU countries were calculat-
ed indicators of the level and intensity of intra-in-
dustry trade in 2012-2019 (Table 1).

Table 1. Ukraine’s foreign trade with EU countries in agricultural products (groups 1-24), USD million

Year Export of agricultural goods to | Import of agricultural goods Intensity of intra-industry
the EU from the EU trade

2012 4931 2974 0.60

2013 4468 3067 0.68

2014 4765 2479 0.52

2015 4049 1503 0.37

2016 4121 1711 0.41

2017 5649 2014 0.36

2018 6126 2420 0.39

2019 7314 2840 0.39

Source: Calculated based on the data of the State Statistics Service of Ukraine [10, p. 63-65; 11, p. 29-31]

High values of indicators of the level and
intensity of intra-industry trade indicate that
Ukraine simultaneously exports and imports a

large number of agricultural products. According
to calculations, the level of intra-industry trade in
agricultural goods has been growing since 2015,
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since 2012 — due to an increase in exports to the EU
market. The maximum intensity of intra-industry
trade was recorded before the signing of the Asso-
ciation Agreement between Ukraine and the Euro-
pean Union (2011 - 0.92 and 2013 - 0.68).

During 2015-2019, the values of the intensity
indicator ranged from 0.36 to 0.41, which indicates
a relatively low level of competition for agricultur-
al producers in the EU market, their emphasis on
low-value-added products. The conclusions are
confirmed by the structure of export-import: export
of agricultural goods is dominated by raw materials,
and import - is by finished food products.

To implement the Association Agreement
between Ukraine and the EU, the Cabinet of Min-
isters of Ukraine approved the “Action Plan for the
Implementation of the Association Agreement” by
Resolution No. 1106 of 25 October 2017. It provid-
ed for measures to adapt European legislation on
quality, organic farming, fisheries, genetically modi-
fied organisms, and standards of trade in plants and
animals. This Plan has 1943 tasks, of which 434 are de-
signed to implement the provisions of the Agreement
in terms of agriculture and rural development [18].

Work on the main part of the activities was
planned for 2020 and 2021 with the implementation
of 183 and 135 activities in this area, respectively.
According to the Ministry of Economy of Ukraine,
according to the results of 2018, 8% of all planned
measures were not implemented, and in 2019, 36%
of the planned measures were not implemented. In
the area of sanitary and phytosanitary measures, as
of February 2020, the overall success in the imple-
mentation of tasks is estimated at 55%. The Action
Plan provides for the active implementation of Eu-
ropean sanitary and phytosanitary measures from
2016 to 2021. In 2016, 93% of all measures were im-
plemented, in 2017 - all measures were implement-
ed, in 2018 - 76%, in 2019 -43% [3, 18].

Along with this, it is recommended to imple-
ment measures to improve the economic situation
in the agricultural sector, to increase the volume of
possible exports of finished goods. In addition, it
is proposed to reduce the dependence on imports
of resources, which will reduce the cost of manu-
factured commodities, plan larger volumes of their
production for export and other measures to im-
prove Ukraine’s foreign trade (Fig. 2).

Strengthen state support for foreign trade

Deepen awareness of foreign trade

Introduce innovations in agricultural enterprises to improve the quality of their activities

Increase the competitiveness of agricultural enterprises oriented to foreign trade ‘

Increase the efficiency of national policy on foreign trade in agricultural goods

Figure 2. Measures to improve foreign trade in the agricultural sector of Ukraine

Source: Developed by the authors based on [12]

Currently, Ukraine is a commodity export
countryand thelargest exporter of sunflower oil, corn
and wheat. Considering the high level of openness of
Ukraine’s economy and the dependence ofits exports
on commodity prices on world markets, it is advis-
able to diversify the commodity structure, namely:
to increase exports of agricultural products with me-
dium and high added value, i.e. finished products.

The growth of total Ukrainian agri-food exports
has aprice foundation, thus, itis necessary to consider
the risks of the impact on both domestic and foreign
markets to a greater extent. However, the compet-
itiveness of agricultural products on the world mar-
ket is mainly price-based. The national agricultural
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policy on pricing and regulation of prices for ag-
ricultural should be extremely
well-considered and balanced. In addition, the
algorithm for assessing the level of competitive-

commodities

ness of agricultural products in the domestic and
foreign markets is essential in determining the
competitiveness of agricultural products, which
consists of the system of a ccounting of econom-
ic, technical and regulatory parameters (Fig. 3).

The algorithm demonstrates that the com-
petitiveness of commodity products of the agricul-
tural sector should be understood as a level of its
economic, technical and operational dimensions or
parameters, at which it can compete with analogues



of foreign and Ukrainian origin. Products are more
competitive in the market when their features com-
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ply with all the requirements, namely technical and
quality characteristics, and European standards.

‘ Determination of requirements for agricultural products ‘

v

‘ Establishment of measurements that are evaluated ‘

v

‘ Analysis of the selling price of products ‘

A\

‘ Technical measurements ‘

‘ Regulatory measurements ‘

v

‘ Determin ation of the useful effect of ‘

v

Assessment of competitiveness of products according to technical and economic efficiency ‘

Figure 3. Algorithm for assessing the level of competitiveness of agricultural products

Source: Developed based on [19]

Competitive commodity products of the agricul-
tural sector, the sale and consumption of which depend
on the behaviour of sellers and buyers, easily penetrate
food markets. The behaviour of producers depends on
the trading strategy, the practice of setting prices, on
the extent to which consumers can influence trade pro-
cesses, which, given the situation, should make appro-
priate decisions to increase or decrease investments,
introduce or change the advertising strategy, introduce
innovative activities to achieve the final result [19].

According to the author, the behaviour of sellers
and buyers depends on the existing structure of the
domestic market, namely: on the number of sellers
and buyers, the presence of differentlevels of barriers
toentryand exitof producersto the market, the degree
of differentiation of products, and the development
of the network of market infrastructure institutions.

When developing a strategy to improve the
competitiveness of commodity products, it is neces-
sary to proceed from the innovative model of com-
petitiveness, with the growing role of competition at
the enterprise level, where the main advantages are
becoming more important than production costs, but
the quality and originality of products. Thus, the joint
efforts of the state and enterprises should actively use
the innovative development area. If Ukraine success-
fully masters innovative models of development, it
will have an opportunity not to remain an outsider
of the European community and change the current
raw material area of foreign trade development. The
emphasis of the national innovation policy should

be on: the development and implementation of state
scientific, technical and innovation programs; stimu-
lation of investments in scientific research and their
implementation; an increase of funding for scientific
research; support of small and medium innovative
enterprises; encouragement of import of advanced
technologies; improvement of the legal framework;
international cooperation on innovation policy; state
coordination and information support; state con-
trol over the implementation of innovation policy.

Under the current conditions, Ukraine needs
to intensify innovation processes that can ensure
the proper development of the agricultural sector.
With the lower solvency of the population, exports
become areliable source for innovation processes in
the agricultural sector, thereby establishing a chain
to increase the competitiveness of agricultural prod-
ucts. Thus, the size of exports will increase, and the
domestic market will be replenished with much more
diverse and high-quality agricultural products. Re-
peated innovation should ensure the continuity and
scale-up of the innovation process. More competitive
products in the foreign market will allow for obtain-
ing a stable profit, which will contribute to the accu-
mulation of capital for the expansion of production.

»Conclusions

Interaction of dairy market participants is based
on commodity-money relations, including price
characteristics of raw milk — dynamic fluctuations,
quality standards, volumes and regional deviations.

Ekonomika APK. 2021. Vol. 28, No. 10



Foreign trade in agricultural goods of Ukraine...

The analysis of the production and financial
statements of the Group of Companies “Milk
Alliance” demonstrated that the decrease in
the efficiency of the economic mechanism of
dairy processing enterprises is explained by the
following factors: increase of borrowed -capital
by enterprises (long-term and short-term bank
loans) to finance current activities, respectively,
and increase of financial expenses for servicing
their obligations, which significantly reduces the
net financial result; excess of the growth rate of
net sales income compared to the growth rate of
milk cost; decrease in coverage and quick liquidity
indicators with simultaneous growth of absolute
liquidity of the enterprise, which is associated with
the development of unproductive assets; decrease
in the level of financial stability of enterprises,
indicators of autonomy and financial stability,
coefficients of equity mobility and provision
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with own working capital, which increases the
dependence of enterprises on borrowed funds;
decrease in the level of provision of enterprises
with their own working capital and asset turnover,
increase in the period of their turnover and increase
in the operating cycle of enterprises; decrease in the
level of business activity of enterprises by indicators
of turnover of receivables and payables, turnover of
assets and inventories, equity and borrowed capital.

Considering the above, the solution to the
problem of improving the efficiency of the economic
mechanism of functioning of dairy processing
enterprises should emphasise the following areas that
require further scientific study: optimisation of the
structure of assets and liabilities of business entities
andforecastingofreceivables;introduction ofasystem
for assessing the solvency and financial discipline
of potential buyers; operational control over the
efficiency of production costs to increase profitability.
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30BHIilIHA TOpriBNga arpapHUMM ToBapaMu YKpaiHU
B KOHTEKCTI Yroam npo acouiauito 3 €EBponencbKnmMm Colosom

Fa6pien BacunboBuy Cnacbkum

[HCTUTYT CiNbCbKOroCcnoaapCbKkoi MiKpobionorii Ta arponpoMKUCIOBOro BUpobHuuTBa HAAH
14027, Byn. LLieBYeHkKa, 97, M. HepHiriB, YKpaiHa

» AHoTauif. 30BHIIIHS TOPTIBJISA Bifiirpae BayKJIMBY POJIb B eKOHOMII Ykpainu. [IpoBifHa poJib arponpoMHUCIOBOTO
eKCIIOpPTY AJis Hamoi KpaiHu HalOyBae piBHA HaLiOHAJNBHOI, 30KpeMa, IPOJOBOJBYOI Oe3leku AepskaBu. ToMmy
3MiHU B 30BHIIIHIH TOPriBJli arpapHOIO IPOLYKIIi€I0 MAIOTh CIIMPATHUCA K Ha MyHAaMeHTaJIbHi 3acafu rajay3eBoro
BHUPOOHMIITBA, TaK i Ha 3CyBW cy4yacHoi. MeTa cTarTi — BCTAHOBUTH Ha OCHOBi aHaJidy TpeHIU 30BHIIIHBOI
TOPTiBJIi Ta HAIPAMH TOJIMIIEHHsT KOHKYPEHTO- CIPOMOSKHOCTI arpapHUX TOBapiB YKpaiHU 3 €BpOMENChKAM
Coro3oM (EC) y KOHTEKCTi iMmieMeHTanii Yrogu mpo acouianilo. BUKOpuUCTaHO METOOM: aHaJi3y i CHUHTE3Y,
aHATITUYHUX y3arajdbHeHb — y Ipolleci aHa/lidy 30BHIIIHBOI TOPTiBJIi arpapHUMH TOBapaMy; TaOIUYHUM — HJ1d
HAOYHOTO Bim 300pa’keHHsA pPE3YIBTATiB MOCIIKEHHs; €KOHOMIKO- CTaTUCTHYHHUN — JJIA OLIHKYW TEeHAEHIN
PO3BUTKY 30BHIIIHBOI TOPTiBJIi; abCTpakTHO-JIOTIYHUH — Ipu popMyBaHHI BUCHOBKIB. IIpoaHasizoBaHo o0csry,
JUHAMIKy, CTPYKTYpY €KCIIOpPTY Ta iMIIOPTY arpapHUMHU TOBapaMu YKpaiHu 3 kpaiHamu €C, HaJaHO OLiHKY 3MiHaM
30BHIINIHBOTOPTrOBEJIBHOIO PEYKMMY, BCTAHOBJIEHO TPEHIM i BIJIMB IMIJIEMEHTAlil Yrogu Npo acoulialilo Misk
VYrpainoio Ta €sponeiicbkuM CoI030M HAa PO3BUTOK 30BHIIIHLOI TOPTiBJIi YKpaiHu. JJOC/TiIsKeHOo Miclle i 3HaUeHHS
arpapHOro CeKTOpy Ha €BPOIEHCHKHAX PUHKAX. BH3Ha4YeHO 30BHIITHBOTOPrOBeJBHUI 00ir arpapHHX TOBapiB
YKpaiHu. Y3arajJbHeHO aJTOPUTM OLIHKU PiBHA KOHKYPEHTOCIPOMOYKHOCTiI arpapHuX ToBapiB. BcraHoBJIeHO,
IO 3a IIOCWJIEHHA EKCIIOPTHOI CMPOBMHHOI OpieHTanii Ha puHOK €C Iponykuii poCJAMHHUITBA, Pa3oM i3 THM
30epiraeTbcsi BUCOKA iMIIOpTHA 3aJ/IEKHICTh Bifi TOTOBUX MPOLOBOJBYMX TOBApiB, IPUYOMY CTPYKTypa iMIopry
nuBepcudikoBaHima. AjanTaris YKpaiHCbKOT0 3aKOHOaBCTBA B YACTHHI CUILCHKOTO TOCIIOJAPCTBA, CaHiTapHIi
i iTocaniTapHi 3axogu He3aBepllleHi i He BIiANOBiIAIOTH 3alJIAHOBAHUM TeMIlaM. 3alPOIIOHOBAHO IIJISIXU
nuBepcudikalil eKCropTy Ta MiaBUIIEeHHS TPUOYTKOBOCTI 30BHIIIHLOI TOPTiBJIi arpapHUMU TOBapaMu 3 YKpaiHu

Ha pUHKY Kpain €C

» Knwo4oBi cnoBa: ciTbChbKe TOCHOAAPCTBO, 30BHIIIHsI TOPTIiBJsA, arpapHi TOBapH, eKCIOPT-iMIIOPT,

KOHKYPEHTOCIIPOMOKHICTh, YTO/Ia IPO acolianiio Misk YKkpaiHoio Ta EBporeiickkuM Coi030M
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» Abstract. The global derivatives market is expanding rapidly. An important reason for the emergence and turnover of
asignificant number of financial instruments is the process of money saving. This process is the main one to influence the
entire course of economic reproduction. An example of the implementation of the process of accumulation, movement,
distribution and redistribution of monetary capital within and through the financial market is a variety of financial
instruments. The purpose of the study — supplement the classification of financial instruments for accounting and its
expert verification. In the course of the research the following set of methods was used: dialectical - for cognition of the
substantive features and essence of financial instruments; analysis and synthesis — for studying the completeness of
the classification of their types; induction and deduction - for deepening and supplementing the classification features
of financial instruments; monographic - for systematising knowledge about the types of financial instruments, their
identification as objects of accounting and reporting; systematisation - when filling the identified gaps in the grouping of
financial instruments and developing a comprehensive classification of them for accounting and its expert verification.
The study of individual types of financial instruments and existing methods of their grouping identified a significant
number of options for classifying the latter. It is established that not all existing classification features should be used
in accounting, as the current arsenal of accounts and reporting forms does not allow recording such detail. Therewith,
some of the most common ways of grouping financial instruments leave some of their types outside the classification
groups. To eliminate the identified shortcomings, it is proposed to supplement the classification of financial instruments
with new features “by the profile of the enterprise” and “by the regularity of transactions with financial instruments”. The
classification of financial instruments has been improved, which differs from the known ones by the allocation of new
classification features “by the profile of the enterprise” and “by the regularity of transactions with financial instruments”,
based on an in-depth analysis of the specific features of disclosure of information about them in the reporting and allows
identifying potentially risky accounting transactions that require expert verification It consists in identifying incomplete
classification groups of financial instruments, their supplementation, and the development of new ones, which together
are designed to establish a generalised accounting and reporting vision of the essence of financial assets, financial
liabilities and equity instruments for their full coverage by the provisions of the accounting policies of enterprises

» Keywords: accounting, classification, financial instruments, financial assets, financial liabilities, equity instruments,

derivative financial instruments

» Introduction

An entity, having identified an accounting object as  about financial instruments are determined by the
a financial instrument, must understand to which  National Accounting Standard 13 “Financial Instru-
classification group it belongs. In Ukraine, the ments” (NAS 13). There are several such documents
methodological principles of accounting measure- in international practice: IFRS 7 “Financial Instru-
ment, classification and disclosure of information ments: Disclosures” (IFRS 7), IFRS 9 “Financial

> Suggested Citation: Lukova, O. (2021).Classification of financial instruments: accounting and control aspect. Ekonomika APK,
28(10), 81-89.

*Corresponding author



Instruments” (IFRS 9), IAS 32 “Financial Instru-
ments: Presentation” (IAS 32), IAS 39 “Financial In-
struments: Recognition and Measurement” (IAS 39).

Comparing how national and international
standards classify financial instruments, it becomes
apparent that there is only one difference. Namely:
IAS 32 divides financial instruments into financial
assets, financial liabilities and equity instruments,
while PAS 13, in addition to the above, distinguishes
derivative financial instruments.

However, if to consider the options for the
distribution of financial instruments, which are of-
fered by scientists, representatives of international
consulting structures, and used by enterprises in
practice, then by definition, such a classification is
incomplete. In addition, the proposed options are of-
ten complex and impractical for use in the account-
ing system. No less important is the problem of con-
sidering the control aspect when the accounting of
financial instruments is considered one of the most
difficult for enterprises, in particular non-core ones.

For the most part, the consideration of account-
ing issues of financial instruments in scientific publi-
cations is based on the analysis of the requirements of
IFRS 7,TFRS 9,1IAS 39,1AS 32 and P (C) BU 13. As arule,
scientists compare their provisions, and critically eval-
uate the targeting of these standards, sometimes, their
content is disclosed in an arbitrary form. Therewith,
deeper research is being conducted. In particular, Pro-
fessor N.O. Lokhanova proposed approaches to the
identification and classification of financial instru-
ments and identified elements of an accounting pol-
icy that specifically relate to such accounting objects
[1, p. 21]. In their studies, O.M. Petruk, O.S. Novak and
T.S. Osadcha improved the classification of derivative
financial instruments, which distinguished the con-
cepts of derivative financial instruments, derivative se-
curities, and derivatives, which established the prereq-
uisites for their appropriate accounting reflection [2].

Therewith, the complexity of accounting and
procedures for reflecting financial instruments in
the financial statements necessitates the search for a
comprehensive classification of such objects, in par-
ticular, considering industry specifics, for account-
ing and its expert verification.

The purpose of the study — supplement the
classification of financial instruments for account-
ing and its expert verification.

Ekonomika APK. 2021. Vol. 28, No. 10

Classification of financial instruments: accounting and control aspect

»Materials and Methods

In the process of studying this problem, the follow-
ing methods were used: dialectical — for cognition
of the substantive features and essence of financial
instruments, analysis and synthesis - for study-
ing the completeness of the classification of their
types, induction and deduction - for deepening and
supplementing the classification features of finan-
cial instruments, monographic - for systematising
knowledge about the types of financial instruments,
their identification as objects of accounting and re-
porting, systematisation — when filling the identified
gaps in the grouping of financial instruments and
developing a comprehensive classification of them
for accounting and its expert verification.

» Results and Discussion

Accordingtotheregulations, financialinstrumentsin-
clude only contracts that result in liability for one par-
ty to the contract and an asset for the other party. The
non-contractualliabilities, namely: debt to the budget
and compulsory pension and social insurance funds,
operating lease, are not included in this category.
Thus, financial assets include all available

cash, cash receivables from customers, suppliers,
investments and securities. According to the defini-
tion proposed in PAS 13, financial assets in the ac-
counting system are presented in the first and third
classes, namely:

—account 14 “Long-term financial investments”;

— account 18 “Long-term receivables and other
non-current assets”;

—account 30 “Cash”;

—account 31 “Bank accounts”;

—account 33 “Other funds”;

— account 34 “Short-term promissory notes re-
ceived”;

—account 35 “Current financial investments”;

— account 36 “Settlements with buyers and cus-
tomers”;

—account 37 “Settlements with various debtors”.

Therewith, it should be understood that not

all sub-accounts of the above accounts are intend-
ed to reflect financial assets. Thus, if in the future it
is expected to receive goods, fixed assets, intangible
assets, works or services, but not cash or other finan-
cial assets, such debt is a commodity and cannot be
recognised as a financial asset.



By NAS 13, a financial liability is a contract un-
der which one party to the contract has a claim on the
financial assets of the other party to the contract. In
accounting, such a contractual obligation includes:
accounts payable, which is recorded on account 61
“Current debt on long-term liabilities”, account 63
“Settlements with suppliers and contractors”, ac-
count 68 “Settlements on other transactions”, liabil-
ities on borrowed funds, which are recorded on ac-
count 50 “Long-term loans”, account 60 “Short-term
borrowings”, account 61 “Current liabilities on long-
term liabilities”, liabilities on debt securities, which
are accounted for in account 51 “Long-term prom-
issory notes issued”, account 52 “Long-term bond
liabilities”, account 62 “Short-term promissory notes
issued”, other financial liabilities (account 53 “Long-
termleaseliabilities”, account55 “Otherlong-termlia-
bilities”, account 67 “Settlements with participants”).

Therewith, financial liabilities may not include
accounts payable and liabilities that are of a com-
modity nature and do not involve the payment of
cash or transfer of another financial asset.

As for the presentation in the accounting sys-
tem of the third type of financial instruments - equi-
ty instruments, the situation is somewhat different
compared to financial assets and financial liabilities.
On the one hand, it is more complicated, which is
due to the widespread practice of working with such
accounting objects. On the other hand, it is simpler
as the set of accounts is much smaller. Usually, this
is account 40 “Registered (share) capital”.

But it is not always the case that the objects
recorded on account 40 “Registered (share) capital”
are equity instruments. It follows from the provi-
sions of national and international standards that
the equity instrument has a contractual nature and
embodies the right to a share in the assets of the en-
terprise after deducting the number of its liabilities.
According to the classification of this type of finan-
cial instruments given in PAS 13, they include: ordi-
nary shares, shares, other types of equity.

Part 7 of Art. 9 of the Law “On Capital Markets
and Organised Commodity Markets” states that “or-
dinary shares give their owners the right to receive
part of the profit of the joint stock company in the
form of dividends, to participate in the manage-
ment of the joint stock company, to receive part of
the property of the joint stock company in case of

Lukova

its liquidation and other rights provided by the law
governing the establishment, operation and termi-
nation of joint stock companies” [3]. Such a security
is not convertible into another and does not contain
any guarantees of payment of income to its holder,
i.e. thereisnoright to demand early repayment. Such
financial instruments are called equity instruments.

In addition, an example of an equity instru-
ment is a bond, which is usually a debt instrument
and is classified as a financial liability when it is
convertible into shares. In both the first and second
examples, such securities do not impose an obliga-
tion on the entity to contribute specific amounts or
transfer another type of financial asset. This obliga-
tion will arise only upon the distribution of profits
and payment of dividends and will be equal to the
amount fixed in the relevant administrative docu-
ment of the enterprise.

Thus, another criterion for the classification of
financial instruments is “by the type of liability aris-
ing”. According to this feature, financial instruments
are classified as debt or equity. This division is covered
intheir publications by V.S. Ambarchian [4], Ya.B. Dro-
pa[5], Yu.M.Kovalenko [6], Yu.I. Kholod [7] and others.

Such distribution of financial instruments is
logical but does not cover all their types, ignoring,
in particular, some financial assets (for example,
cash, and money in bank accounts). Considering the
above, it is advisable to supplement this classifica-
tion group with another one - “Debt-free (accompa-
nying)”, which includes cash, cash equivalents, and
bank accounts. These financial assets are not legally
binding, but they serve as an instrument to settle a
past obligation. Thus, according to the type of liabil-
ities arising, financial instruments should be divid-
ed into three classification groups - equity, debt and
debt-free (accompanying).

By their nature (depending on the subject of
the contract) financial instruments are divided into
primary and secondary (derivatives). The regulatory
and methodological documents do not have a pre-
cise interpretation of the content of the mentioned
groups of financial instruments. However, scientists
offer their definitions.

Thus, primary financial instruments are those
“which with confidence provide for the purchase and
sale or delivery-obtaining of a financial asset, result-
ing in mutual financial claims” [8, p. 129]. They in-
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clude equity instruments, financial liabilities and fi-
nancial assets. For example, shares, bonds, bills, bank
certificates, accounts payable and receivable, etc.

Secondary financial instruments “provide
for the possibility of buying and selling the right
to purchase and supply the underlying asset or re-
ceiving-paying income associated with a change in
some characteristic of this asset” [8, p. 133]. These
include options, options, swaps, forwards, futures,
depositary receipts, etc. Derivatives are based on the
underlying financial instruments. Their value is de-
termined based on the value of the underlying asset.

Therole oftheunderlyingassetcanbe played by
the primary financial instrument - foreign currency,
accounts payable, securities, etc., assets - agricultur-
al products, shares, real estate, etc. Therewith, such
a group of financial instruments can be traded both
on the stock market (for example, futures contracts)
and outside it (for example, forward contracts).

When analysing the professional literature and
Internet resources [9, 10], there is a division of finan-
cial instruments by the period of circulation. The
study of the essence of this feature demonstrates
that it is inherent only in some types of financial lia-
bilities, equity instruments and, to a greater extent,
derivative financial instruments. In particular, it is
about futures and forward contracts, options, and
debt securities. Using financial instruments is in-
tended to balance the surplus or shortage of mon-
etary resources in different sectors of the economy.
Enterprises can choose various forms of investment,
and the duration — short-term or long-term period.
Therefore, along with the listed methods of clas-
sification of financial instruments for accounting
purposes, the period (term, duration) of their va-
lidity is important. Therefore, according to the pe-
riod of turnover, financial instruments are divided
into short-term (current) financial instruments and
long-term financial instruments.

Short-term financial instruments are those
with a life cycle not exceeding twelve months from
the date of recognition (balance sheet) to the matu-
rity date. Long-term financial instruments are those
with a maturity of more than one year.

In addition, the scientific and professional lit-
erature considers a separate group of financial in-
struments that have a life cycle of one to five years.
It is called medium-term financial instruments.
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However, such classification for accounting purpos-
es is not particularly relevant as it cannot be sepa-
rated in the accounting and reporting system (in
particular, in the Statement of financial position), as
the above financial instruments will be reflected in
non-current financial instruments.

Therewith, among financial instruments, there
are financial assets, financial liabilities and equity in-
struments for which there is no specific “expiration
date”. For example, cash and funds in bank accounts
have no expiration date. In addition, not all shares
are necessarily redeemed within a specific period or
have an expiration date. It is advisable to separate
such financial instruments into a separate group
and call them “perpetual”, as they have no maturity.

In addition to the above positions on the clas-
sification of financial instruments, economic scien-
tists concentrate on such a classification feature as
“risk level”. Usually, this feature is applied to debt
securities and derivative financial instruments, but
not only to them. According to the risk level, finan-
cial instruments are divided into the following clas-
sification groups: risk-free (relatively risk-free), low-
risk, and high-risk. Risk-free (relatively risk-free) are
financial instruments with a minimum level of risk,
which is close to zero. Examples of such financial
instruments are cash on hand, precious metals, and
domestic government bonds (there is a guarantee
from the state to repay the obligation on the security).

Low-risk financial instruments are financial
instruments that are characterised by insignificantly
higherrisk than risk-free ones. To this group can be at-
tributed funds on the current account, deposits in the
bank, checks and bills issued by reliable (systemically
important) banks, and shares of financially active and
reliable enterprises, which are called “blue chips”.

High-risk — are financial instruments that are
characterisedbyasignificantriskofnon-performance
and often high returns. These are shares of second
and third-tier companies, shares of venture funds,
high-yield bonds, futures contracts, and options.

The system of accounting accounts and the
form of the balance sheet do not allow for presenting
information on the allocated groups of financial as-
sets, financial liabilities, and equity instruments in a
full and detailed manner. However, such disclosures
may be included in the notes to the financial state-
ments, including an explanation of the judgments



made and the measurement bases used to measure
those assets, liabilities or equity.

In addition, it is advisable to provide such a di-
vision in non-financial reporting, in particular, the
management report. It is necessary to ensure a fuller
understandingoftheusersofreportingdataaboutthe
probable risks of non-receipt (shortfall) of income,
possible losses and ways to prevent them, which the
company uses or plans to use if necessary. To dis-
close such information, the Methodological Recom-
mendations on the preparation of the management
report provide for a separate section “Risks” [11].

The vast majority of publications of account-
ing scientists [12, 13, 1], specialists of international
audit and consulting structures [14, 15], which are to
some extent related to the problem of classification
of financial instruments, cover the issue of valuation
of these accounting objects [16, 17]. By international
rules, in particular IFRS 9, a distinction is made be-
tween initial and subsequent measurement of finan-
cial instruments. As for the initial measurement (i.e.,
measurement at the date of recognition of the ac-
counting object) of financial assets, financial liabili-
ties and equity instruments, it is always at fair value
(plus or minus (depending on the type of financial
instrument) immediately attributable costs).

In the national specialised UAS, the initial
measurement is performed at actual cost, which, ac-
cording to the standard, corresponds to the method
of measurement under IFRS 9. Therefore, there are
no questions regarding the classification of financial
instruments on this basis. They appear and are relat-
ed to the subsequent assessment, more precisely the
features and variability of its application.

The international rules lay the foundation for
the choice of further evaluation of financial instru-
ments based on the business model chosen by the
company (the concept of “strategy” is used, but IFRS
9 operates with the concept of “business model”) —
indicative (expected, planned) actions for a specif-
ic financial instrument in the future and the way of
generating funds by such a group of objects. The
business model determines the “key management
personnel of the enterprise” [17, p. 17]. Such person-
nel may include both the financial officer and the
chief accountant of the enterprise; thus, they should
be oriented on the specifics of the contracts that a
particular component of a financial instrument pro-
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duces in the enterprise and provide recommenda-
tions on the choice of a business model.

According to international rules, there can be
three such models for financial assets:

1) receipt of contractual cash flows — involves
holding a financial asset to maturity,

2) to receive contractual cash flows or to sell — in-
volvesholdingafinancialassettomaturityandsellingit,

3) receipt of cash flows through sale — involves
holding a financial asset for sale.

Depending on which of the above business
models an entity chooses, the following valuation
options for financial assets are possible. If an enti-
ty elects the first model, such assets are measured
at amortised cost at the balance sheet date. In other
cases, fair value measurement will be applied:

— for the second business model - at fair value
through other comprehensive income,

— for the third business model - at fair value
through profit or loss.

Thus, financial assets for their further mea-
surement under IFRS 9 can be divided into three
classification groups:

1) those measured at the balance sheet date at
amortised cost,

those measured at the balance sheet date at fair
value through profit or loss (P/L),

2) those measured at the balance sheet date at fair
value through other comprehensive income (OCI).

As for financial liabilities, according to Section
4.2.1 of IFRS 9, two classification groups can be dis-
tinguished:

1) those measured at the balance sheet date at
amortised cost,

2) those measured at the balance sheet date at
fair value through profit or loss.

Research and analysis of the features used, in
particular, in accounting for the classification of fi-
nancial instruments have demonstrated that several
characteristics (features) that affect the accounting
and reporting presentation of these objects, indicate
the likelihood of data distortion and require addi-
tional control (verification) measures remain unat-
tended. In particular, it is about such features as the
profile of the company and the regularity of transac-
tions with financial instruments (Fig. 1).

According to the first feature, financial instru-
ments should be divided into financial instruments of
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core enterprises (institutions, organisations) and finan-
cial instruments of non-core enterprises (institutions,
organisations). This feature is necessary to understand
how transactions with financial instruments affect the
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activities of the entity and will be disclosed in the fi-
nancial statements, in particular in Form 2 “Statement
of Financial Performance (Statement of Comprehen-
sive Income)” and Form 3 “Statement of Cash Flows”.

—

New classification features
for the division of financial instruments ‘

of specialised enterprises

Financial instruments
(institutions)

of non-core enterprises

Financial instruments
(institutions)

[ Company profile
Regularity of transactions
with financial instruments

operations are regularly repeated

Financial instruments with which
by the enterprise

Financial instruments,
transactions with which are periodically
performed by the enterprise

Figure 1. Supplemented classification of financial instruments for the purposes of accounting
and its expert verification

Source: : Developed by the author

Thus, if the company specialises in financial
activities, and the financial instruments themselves
act as a commodity for it, then such activity for the
company is operational (main). Accordingly, gains
and losses resulting from transactions involving
financial instruments will be recognised in the state-
ment of income and cash flows as a component of
operating activities. If financial instruments are
non-core for the company (for example, for agricul-
tural enterprises), i.e., the company uses them in the
ordinary course ofbusiness and does not concentrate
on them as the main sources of income, then such
transactions should be divided between operating
and financial activities and disclosed accordingly in
Forms 2 and 3 of the company’s financial statements.

Since the financial market of Ukraine is at
the initial stage of development, for most accoun-
tants (especially in the agricultural sector), finan-
cial instruments inherent in it have not become a
common object of accounting. Their specificity is
complex in content and significant in the volume
of international and national regulations, which
increases the probability of making unintention-
al mistakes by accounting officers. Thus, the less
the company performs economic operations with
a particular type of financial instruments, the less
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often theaccountingdepartmentfaces the possibility
of their recognition, classification, valuation, etc.
Therefore, financial instruments with which trans-
actions are regularly repeated by the enterprise are
the objects of accounting to which the standard ap-
proach is applied. It increases the likelihood of their
reliable accounting and reporting presentation. And
vice versa, if financial instruments, transactions with
which are periodically (infrequently) performed by
the company, are available in the company’s state-
ments, then such information may be erroneous and
requires more attention from the responsible person
of the accounting service and additional verification.

»Conclusions

The variety of accounting objects, which are unit-
ed by the concept of “financial instruments”, deter-
mines a significant number of options for their clas-
sification. Therewith, not all possible classifications
are necessary for accounting reflection of such (for
example, medium-term).

Therewith, a separate division of financial in-
struments (classification by the period of turnover
and by the type of liabilities arising) excludes some
of their types — cash, funds on accounts, etc. To de-
velop a comprehensive classification of financial
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instruments for accounting and its expert verifica- Their application is of a controlled nature and
tion, it is advisable to distinguish such features as  will allow assessing the probability of distortion of

“by the profile of the enterprise” and “by the regu- accounting and reporting data and the necessity for

larity of transactions with financial instruments”. additional verification measures.
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Knacudikauia ¢iHaHCOBUX iIHCTPYMEHTIB:
O06NiKOBO-KOHTPOJZIbHMUM aCcMNeKT

Onbra CrtenaHiBHa JlyKkoBa

HauioHanbHMIN HAYKOBUM LLEHTP «IHCTUTYT arpapHoi eKOHOMIKM»
03127, Byn. lepois O6opoHHU, 10, M. KuiB, YKpaiHa

» AHoTauiq. CBiToBMiT pUHOK MOXiTHUX (piHAHCOBUX IHCTPYMEHTIB CTPIMKO PO3IINPIOETHCsI. BasKIMBOIO TPUUUHOIO
BUHUKHEHHsI Ta 0OOpPOTYy 3HA4YHOI KiJIBKOCTI (piHAHCOBUX iHCTPYMEHTIB € MpOIeC TPOUIOBOTO 3a0IIaJKeHHS.
Iet#t mpo1iec € TOJIOBHUM JJIs1 BIUIMBY Ha YBECH XiJ] EKOHOMIYHOTrO BinTBOpeHHs. [Ipukiagom peadisaltii mpoiecy
HarpoMajKeHHs1, pyXy, pO3IOIiay Ta lepepo3NoAiay IPOLIOBOT0 KalliTaly B MesKax Ta 3a [0IOMOrolo hiHaHCOBOTO
PUHKY € HaiipisHOMaHiTHimi ¢inaHcoBi iHCTpymeHTH. MeTa cTarTi — HONMOBHUTH KJacHdikaiiio ¢iHaHCOBHUX
iHCTpyMeHTIB 1 mineil OyxranaTepcbKoro o0JIiKy Ta fforo exkcnepTHol Bepudikalii. ¥V mpoieci OOC/iIKeHHs
BUKOPHUCTAHO TaKul Habip MeTOoAiB: MiaJleKTUYHUN — NPU Mi3HAHHI 3MICTOBHHUX O3HAK i CyTHOCTI ¢hiHaHCOBUX
iHCTpyMeHTIB; aHaJi3y i cuHTe3y — IIpU AOCJIiA)KeHHi IOBHOTU Kjacudikanii ix BuAiB; iIHOyKLil ¥ nenyKuii — mozmo
nominOJiIeHHsT Ta JOMOBHEHHs KJjacugikamiiHux o3Hak (iHAHCOBUX IHCTPYMEHTIB; MoHorpadiuyHuili — mpu
crcTeMaruaarii 3HaHb PO BUAW (hiHAHCOBHUX iHCTPYMEHTIB, iX imeHTH(iKaIlilo K 00'€KTiB 00Ky i 3BiTHOCTI;
cucTeMaru3anii — miJ yac 3all0BHEHHS BUSIBJIEHUX [IPOTaJIMH y IPYNyBaHHi (hiHAaHCOBUX iHCTPYMEHTIB Ta moOyq0Bi
KOMILJIEKCHOI ix Kacudikamnii 11 mineit 6yxraiarepcbKkoro 061Ky Ta fioro ekcriepTHoi Bepudikamii. BussieHo npu
BHBYEHHi OKpeMUX BU/1iB (DiHaHCOBUX IHCTPYMEHTIB Ta HAsIBHUX CIIOCO0IB IX IpyllyBaHHA 3HAaUHY KiJIbKICTh BapiaHTiB
riacudikamii octaHHix. BcraHoBJ/EHO, 1[0 He BCi icHyloui kjacudikamiiiHi 03HaKU AOLIIBHO 3aCTOCOBYBATHU
B 00JIiKy, OCKiJTbKM YMHHHI apceHasl paXyHKiB Ta 3BiTHUX (pOpM He H03BOJIsIE 3aiKCyBaTH TaKy JeTasisariilo.
BogHouac yacTuHa Hab6inbInl mOIIMpeHUX cHOCO6iB rpymnyBaHHsA (iHaHCOBUX iHCTPYMEHTIB 3a/UIIAIOTH I103a
kJIacudikaifHuMu rpynaMu okpemi ix Buau. [[jis yCyHeHHS BUSBJIEHUX HENOJIKIB IPOMOHYETHCS JTOMOBHUTHU
kJacudikanio piHaHCOBUX iIHCTPYMEHTIB HOBUMHU O3HAaKaMU «3a IpodiseM MiAIpUeMCTBa» Ta «3a PeryJsIpHiCTIO
omeparnii 3 ¢iHAaHCOBUMHU IHCTpyMEHTaMH». YIOCKOHAJIeHO KJjacu@ikamiio ¢iHaHCOBUX IHCTPYMEHTIB, sKa
BiJIpi3HAETHCA Bif BiMOMUX BHUIiJIEHHSIM HOBHUX KjacudikamilHUX 03HAK «3a mpodinem migmpueMcTBa» Ta «3a
peryJiisipHicTio onepaniii 3 ¢iHaHCOBUMM iHCTpyMeHTaMU», 10 0a3yeThCs HAa NIMOOKOMY aHaJsi3y 0coOJUBOCTEH
PO3KpPUTTA iH(opMaIii Tpo HUX Yy 3BITHOCTI Ta MO3BOJISIE O3HAYUTH MOTEHIIHO PU3WKOBI 0OJIKOBI omeparrii,
sIKI moTpebyIoTh ekcnepTHOI Bepudikauii Ilosisirae y BUsBJIeHHI HeMOBHUX KJacudikaniiHux rpyn ¢inancoBux
iHCTpyMeHTIB, iX JOTIOBHEHHI, a TaK03K () OpMyBaHHI HOBHUX, II[0 B KOMILJIEKCi CIIPSIMOBAHO Ha MOOYI0BY y3araJbHEeHOTO
006.1ikOBO-3BiTHOTO 6aYeHHA CYTHOCTI (hiHAHCOBHX aKTHBIB, (hiHAHCOBUX 3000B’A3aHb Ta iHCTPYMEHTIB BJIaCHOTO

KaHiTaJ’[y IIJIs1 IXHbOTO IOBHOTO OXOIIJIEHHS MOJOKEHHAMU 00JIiKOBOI ITOJIITUKHI Hi,E[I'IpI/IGMCTB

» Kno4oBi cnoBa: Gyxraiarepchbkuil 001K, Kiacudikarisy, ¢pinaHcosi iHcTpyMmeHTH, diHAaHCOBI akKTUBHU, (DiHAHCOBI

3000B’s1I3aHHSA, iIHCTPYMEHTH BJIACHOTO KalliTasry, IoXifHi ¢hiHaHCOBi iIHCTpyMEHTH
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» Abstract. Currently, there is a stable specialisation in the world grain market: production is concentrated in
developed countries, and many developing countries are unable to solve their grain problems and are forced to go
for large-scale imports. Ukraine is one of the key exporters to the foreign market of such grain crops as wheat, corn
and barley, their production in the country significantly exceeds domestic consumption. The purpose of the study —
perform a comprehensive analysis of the world corn market and determine the main areas of development of the
domestic corn market. In the course of the study the following methods were used: abstract-logical - for developing
conclusions; monographic - for detailing the functioning of the corn market; comparative analysis and dynamics
series — for comparing indicators and identifying trends in their change over time; statistical — for analysing supply and
demand in the corn market; graphical — for identifying and illustrating trends in the studied economic phenomena;
economic and mathematical methods - for determining economic indicators that affect the supply and demand
of corn. The author’s opinion on the modern process of development of foreign trade in corn grain in Ukraine is
presented. The main problematic issues of a further increase in corn exports were identified and the areas of mutually
beneficial cooperation in the future, which will provide economic benefits to Ukrainian producers, were substantiated.
The areas of development of Ukrainian corn export and mutually beneficial cooperation in the agricultural sector
of the economy were proposed. These areas of market development can be used by public authorities to improve
production efficiency and maximise profits from trade

» Keywords: agrarian economy, free trade area, international integration, food, agriculture, forecast, market,

development

» Introduction

The role of international trade is constantly grow-
ing in the global economy. The main factor of this
growth is globalisation processes, the satisfaction of
consumer requirements and profit for the business.

Each state is interested in the business to re-
ceive high profits and generate taxes for the state trea-
sury. As a result, competition in sales markets is in-
creasing every year and it is becoming more difficult
for companies to sell their products. In Ukraine, the
agricultural sector is recognised as one of the main
areas of trade, where grain is of primary importance.

To export grain products efficiently and ratio-
nally, it is necessary to analyse and systematise cur-
rent trends in foreign trade. In addition, it is import-
ant to forecast the vectors of trade and economic
cooperation between countries using various infor-
mation processing and modelling tools.

Regarding the problems of demand for Ukra-
inian corn on the world market, the developments
of Ukrainian scientists are known, in particular: O. Bi-
lorus[1],0.Zakharchuk|[2],T.Zinchuk[3],M.Ilchuk[4],
S. Kvasha [5], I. Kyrylenko [6], A. Kliuchnyk [7],

» Suggested Citation: Lialko, D. (2021). Ways to increase profits from the export of Ukrainian corn on the world market.

Ekonomika APK, 28(10), 90-97.

*Corresponding author



Yu.Lupenko [8],S.Melnyk9], P.Sabluk[10], L. Strashy-
nska [11] and others. In addition, foreign scientists
paid attention to this subject: M. Lj, J. Reimer [12].

The purpose of the study — perform a compre-
hensive analysis of the world corn market and deter-
mine the main areas of development of the domes-
tic corn market.

» Results and Discussion

Currently, Ukraine has significantly increased the
production of grain crops. It is evidenced by the cur-
rent statistics, according to which Ukraine is among
the leading corn-exporting countries in the world.
In recent years, the Ukrainian market has been
saturated with food due to food imports. According
to experts, asignificant share of the growing domestic
demand for meat and meat products is provided by
imports, which is considered to be a nominal growth
rate, outpacing the increase in exports of these food
products. The reduction in the production of domes-
tic entrepreneurs is compensated by imports of not
always high-quality, but cheaper products. There-
with, domestic consumer demand for such products
is growing faster than domestic producers can pro-
vide them. Therewith, a significant share of imports
comes from the countries of the European Union.
Among the main reasons for the adverse dom-
inance of imports over exports are the low competi-
tiveness of domestic products, the requirements for
harmonisation of national standards of quality and
food safety with international provisions and stan-
dards, the quota of national exports to the European
market, which becomes a deterrent to the develop-
ment of food production. As a positive development
ofthe food market, it should be noted the possibility of
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saturation of the domestic market with relevant prod-
ucts and the search for new markets in Asia and Afri-
ca. In recent years, the dynamics of sales of domestic
producers in the domestic market demonstrates an
upward trend. Currently, Ukraine can export to only a
limited number of countries, as the EU countries pro-
tect their markets, the russian market is closed for do-
mestic producers, and the search for markets in the
Asian region and Africa is associated with some dif-
ficulties. Therewith, Ukraine’s accession to the WTO
contributed to greater openness of the domestic mar-
ket to imports, which significantly increased compe-
tition in the market. However, there is an improve-
ment in investment activity, intensification of work of
domestic enterprises to increase the competitiveness
of products, and the efficiency of combating unfair
competitive actions of foreign companies is growing.

Corn by definition — the third most import-
ant feed grain in Ukraine. The planted area has in-
creased despite the existing obstacles: outdated and
inadequate harvesting equipment, high production
costs (in particular, post-harvest drying costs) and
theft. The main production region is eastern and
southern Ukraine, although rainfall in some areas
in the far south is currently too low to support corn
production. Corn is usually sown in late April or
early May. Harvesting begins in late September and
usually comes to an end in early November. Only 25
to 50% of the total area of corn is harvested for grain,
the rest is allocated for silage, which is harvested in
August. Since corn is used mainly for feeding poultry
and pigs, the expansion of the area under the crop is
justified, as food production and consumption have
increased. It is confirmed by the dynamics of chang-
esin corn acreage in the regions of Ukraine (Fig. 1, 2).

5451.3
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2019 2020

Figure 1. Dynamics of corn acreage in Ukraine in 2017-2020, thousand hectares

Source: [13]
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Figure 2. Dynamics of corn acreage by regions of Ukraine for 2017-2020, thsd ha

Source: [13]

According to the analysis of the growth rate of
corn acreage by regions of Ukraine, it is the highest in
five regions: Volyn (+100.5%), Lviv (+66%), Zhytomyr
(+61.7%), Kyiv (+48.2%), Chernihiv (+47.5%) (Table).

The world corn market in 2019 reached a vol-
ume of 1118 million metric tons. The corn market
is expected to grow at a CAGR of 5.3% between
2020 and 2025, reaching nearly 1524 million met-
ric tons by 2025. Among the main producing coun-
tries are the USA, China and Brazil, with the USA
accounting for almost 36% of world production.
In addition, the latter is responsible for more than
36% of world exports, followed by Brazil, Argentina,

Ekonomika APK. 2021. Vol. 28, No. 10

Ukraine and russia as the next major exporters of
the crop among others [14]. The presented dynam-
ics of growth of sown areas under corn confirms the
leadership of Ukraine in the list of the world’s larg-
est exporting countries of this crop.

Corn as a crop is characterised by high bio-
logical adaptability but by specific requirements for
growing conditions. The growth rate, development
of its plants and, as a result, the yield depends upon
these conditions. Cornisalight and heat-loving crop,
belongsto plants of shortdaylighthours, andrequires
intensive lighting for 12-14 hours a day. Shading (by
weeds or thickening), especially in the first phases of



vegetation, dramatically reduces the yield. The pe-
riod when corn can actively develop and synthesise

Lialko @

organic matter is limited by the terms of stable tran-
sition of the average daily temperature above +10°C.

Table. Dynamics of changes in corn acreage by regions of Ukraine

Administrative- 2017 2018 2019 2020 Growth rate, %
territorial unit
Ukraine 4522.4 4580.8 4973.9 5451.3 20.5
Vinnytsia 354.6 381.3 418.9 456.9 28.8
Volyn 20.6 26.9 30.5 41.3 100.5
Dnipropetrovsk 323.0 307.6 314.4 313.0 -3.1
Donetsk 78.2 64.2 60.3 59.0 -24.6
Zhytomyr 154.1 167.4 199.8 249.2 61.7
Zakarpattia 50.3 51.3 51.3 50.4 0.2
Zaporizhzhia 43.5 37.5 32.9 33.8 -22.3
Ivano-Frankivsk 44.5 427 46.0 48.5 9.0
Kyiv 267.0 294.0 332.9 395.6 48.2
Kirovohrad 399.1 373.9 384.1 399.3 0.1
Luhansk 82.3 64.9 61.0 65.0 -21.0
Lviv 40.4 40.4 54.9 67.1 66.1
Mikolaivska 124.0 113.5 114.8 116.2 -6.3
Odesa 152.4 146.3 146.5 150.0 -1.6
Poltava 583.5 604.1 660.1 666.0 14.1
Rivne 61.0 57.1 85.8 82.4 35.1
Sumy 322.1 368.1 407.3 439.3 36.4
Ternopil 108.9 105.3 100.1 144.4 32.6
Kharkiv 283.9 255.8 273.9 272.1 -4.2
Kherson 45.6 41.5 44.0 47.1 3.3
Khmelnytsky 186.5 205.8 195.5 272.6 46.2
Cherkasy 353.1 369.3 403.3 459.8 30.2
Chernivtsi 59.9 54.0 56.6 56.1 -6.3
Chernihiv 383.9 407.9 499.0 566.2 47.5

Source: [13]

Corn is a drought-resistant crop that uses soil
moisture sparingly, spending about 250-400 units
of water per unit of dry weight, which is half as
much as wheat, barley and oats, which require 600-
800 units. Therewith, corn consumes much more
water than other crops, as it has along growing sea-
son and develops a powerful above-ground mass.

Market analysts note that Ukraine is gradually
reorienting the structure of grain production in the
field of corn, as this crop has a high yield, is resistant
to weather conditions and is in demand in interna-
tional markets. Currently, corn production accounts
for more than 50% of the total grain production in
the country, and this figure has been growing grad-
ually over the past 20 years. Farmers will not refuse
to grow the crop in the future, despite the difficulties
that arise. Notably, the profitability of corn cultiva-
tion is the highest among all grain crops in Ukraine.

In 2019, the area of corn in Ukraine reached
4.97 million hectares, which is 8.6% more than in

2018. Steady tendencies to increase the area of the
crop are observed in all recent years [15, 16].
However, it should be remembered that corn
cultivation can cause several environmental prob-
lems. The biggest environmental problem when
growing corn — the danger of soil erosion. Erosion
can be caused by the following factors: corn depletes
and impoverishes the soil of organic matter, corn is
sown with wide row spacing and low planting densi-
ty, row closure occurs later than in other crops, and
therefore the leaf cover of the soil is weaker, which
reduces the penetration of nutrients into the soil,
corn is very demanding on nitrogen and responds
well to organic matter, in particular to liquid manure,
but manure often contains harmful impurities in the
form of herbicides, insecticides and zoocides, which
can be applied to the surface of the soil. All this to-
gether with manure subsequently gets into the soil.
To avoid problems with the environment and
yields, it is necessary to rotate corn with other crops.
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The tendency to increase the share of corn cultivation
amongother cropsshould notreach acritical point, as
this may adversely affect the soils in Ukraine and the
harvest of Ukrainian farmers. Thus, by definition, the
main challenges of growing corn as one of the most
profitable and promising export items in Ukraine
are weather conditions (humidity and low tempera-
tures) and the rotation of corn with other crops.
Significant markets for corn consumption are
the United States, China, the European Union, Mex-
ico and Brazil. This growing demand in these regions
is supported by end-use sectors such as animal feed
and corn starch markets. The United States and Chi-
na are among the largest consumers with a signif-
icant presence in their territories of most end-use
sectors. The countries relying on imports are Mexico,
Japan, South Korea, the European Union and Egypt.
Growth in demand for corn in the United States due
to the strengthening of the feed and industrial sec-
tors. The dominant sector of application in the re-
gion is animal feed, followed by ethanol production.
Growing corn starch processing industries are driv-
ing the demand for corn in China, as it is recognised
as a key player in corn starch production [14].
The world corn market is moving towards the
increasing use of this crop in the end-use industries.
Among them is the production of corn starch. They
are developing rapidly, especially the latter. Corn
starchis used, in particular, in the production of food
ingredients, paper, ethanol and sweeteners. Signifi-
cant volumes of it are used for the production of an-
imal feed. The growing market demand for all these
products gives a boost to the overall corn market.
With the high demand for animal feed and ethanol,
there is a necessity to increase yields. After all, corn is
used for the production of biofuels due to its starch
content, which is easily converted into ethanol.
The rapidly growing demand for the product
in the US and China is mainly driven by the increas-
ing use of the crop in end-use industries. Thus, the
US is known as an important confectionery market,
which contributes to the growth of the corn market,
as corn starch is used in the production of sorbitol
and sweeteners. With the demand for significant
volumes of sorbitol, which is the end-use segment,
the corn market is growing. Considering its low-cal-
orie content, sorbitol is widely used by people who
care about their health. In addition, it is present in
personal care products and pharmaceuticals.

Ekonomika APK. 2021. Vol. 28, No. 10
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The corn market is determined by easy avail-
ability and low production cost of the product. Fa-
vourable government policies and increasing flows
for pharmaceuticals, and personal care products
have contributed to its growth, especially in the Asia
Pacific region. Here, the main markets for this prod-
uct are India and China [17].

Corn occupies a leading position in modern
agriculture due to its wide use and high yield. It is
a high-energy feed, even compared to such crops
as wheat, barley and oats. Corn is suitable for feed-
ing all kinds of animals and poultry. In addition,
with rising energy prices, there is growing interest
in using corn grain as the cheapest raw material for
bioethanol production. Therefore, it is quite logical
that in 2019, world producers allocated 192 million
hectares of sown areas for this crop, which is 3 mil-
lion more than in 2018 [18, 19].

According to the US Department of Agriculture
(USDA), the leaders in corn production are the Unit-
ed States, China and Brazil, which account for 48%
of the world’s corn area. The US is in this position
due to the high yield of 10.5 t/ha last year. In gen-
eral, American farmers harvested 347 million tons
of grain in an area of 33.1 million hectares, which is
about 33% of world production.

China ranks second, given the significant area
under crops. In 2019, Chinese farmers harvested 254
million tons of grain in an area of 41 million hectares.
In Brazil, 18.1 million hectares were allocated for
corn and 101 million tons of grain were harvested.

Ukraine ranked sixth in the world corn produc-
tionin 2019, whilein terms of sown areas—ninth, with
4.9 million hectares. As an export-oriented crop, it is
strategically important for the development of agri-
cultural production in Ukraine. In 2019, Ukrainian
farmers received 35.5 million tons of grain. For com-
parison, in 2017 the harvest was 24.7 million tons.
Such indicators were achieved with an increase in
corn yield from 5.4 t/ha in 2018 to 7.2 t/ha in 2019.

Corn exports in 2018/19 MY amounted to
29.822 mln tonnes, according to the State Statistics
Service, exportsin 2017 —were 19.4 mln tonnes, while
in 2008 — only 2.8 mln tonnes. Thus, corn exporters
haveincreased their turnover almost 8 times over the
past decade. Import of corn to Ukraine is performed
in insignificant volumes. In 2018 - at the level of 37
thousand tons [13]. The deficit of corn on the world
market results in its outflow from the Ukrainian



market and, as a consequence, in the growth of the
price of this crop, in the increase in the cost of feed,
and subsequently — meat, milk, eggs and other live-
stock and poultry products. The authorities must
understand that livestock breeding and processing
are industries that produce added value and bear
the social burden along with the state: they provide
jobsinrural areas and develop the tax base for newly
established communities. However, the reduction of
cattleand pigshasbecome a threatening trend: inre-
cent years, the number of livestock has decreased by
5-6.5% annually. Currently, it is essential to support
the livestock industry and processors, as this issue
relates specifically to the food security of Ukraine
and selling prices for socially important products.

Among the steps to overcome the threat are the
following: the state, as aregulator, restricts the export
of corn, thereby leaving part of it for the production
of mixed fodder in the domestic market, keeping the
balanceofdemand, thestate, represented by the State
Reserve, sells corn exclusively to feed enterprises,
livestock and poultry complexes, the state supports
the industry with targeted funds from the budget.

By adopting the Law of Ukraine “On Grain
and the Grain Market in Ukraine” in 2002, the state
identified the priority of grain production and under-
took to promote the development and stable func-
tioning of its market. The defined principles of the
national policy on regulation of the grain market are,
first of all, the provision of priority budgetary, credit
and investment support to the subjects of pledged
grain purchases and intervention operations, ensur-
ing the domestic demands of the state in food, seed,
fodder, technical grain and measures to increase its
exports, establishment of a minimum guaranteed
price for pledged grain, prevention of restrictions
on the movement of grain and its products, con-
trol over the quality of grain and its safety [20, 21].

»Conclusions

Further development of the industry requires
a thorough economic assessment, and revision
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of several positions on technical, technological,
organisational, economic and market conditions
of the entire complex. The priority steps in solving
the grain problem are achieving a balance of
supply and demand, improving state regulation
and mechanisms to support production, ensuring
a balanced pricing policy, increasing export
potential, developing appropriate infrastructure of
the grain market, etc. Therewith, it is necessary to
considertheenvironmental problemsthatmayarise
due to improper management of corn cultivation.
It is essential to rotate it with other crops so that
the soil is not depleted and the yield is as high as
possible in the long term. It is necessary to conduct
information campaigns to bring this information
to Ukrainian farmers and companies. In addition,
the state regulation of this issue is to establish
the provisions of crop rotation at the legislative
level, which will guarantee the preservation
of fertility and quality of Ukrainian soils.
Currently, the infrastructure of the grain
market in Ukraine is developed — a network of
exchanges, agro-trading houses, and wholesale
food markets are being established, but the
level of their functioning is far from desirable.
At the regional level, such structures exist
mostly formally, and producers continue to sell
products to intermediaries. Less than half of
the agro-trading houses, service cooperatives,
and procurement points are working, and the
product content of these market infrastructure
facilities, and accordingly their impact on
pricing, is quite insignificant. Less than 1% of
grain is sold by producers through exchanges and
the bulk of products is sold through commercial
intermediaries who control export, wholesale
and small wholesale commodity flows and
dictates their prices. Therefore, it is necessary
to take measures to develop an efficient market
infrastructure as one of the tools to improve the
financial condition of agriculture and increase its
investment attractiveness and competitiveness.
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» AHoTauiqa. ChorofiHi Ha CBITOBOMY PUHKY 3€pHA CKJIAIacs CTilKa crieriasisarisi: BApOOHUIITBO KOHIEHTPYETHCS B
PpO3BHHEHUX KpaiHax, a 6araro KpaiH, 1[0 pO3BUBAIOThCS, He B 3M03i BUPIiINTH CBOI 3epHOBi Tpo6s1eMu i 3My1ieHi HTu
Ha MacIITabHUH iMITIOPT. YKpaiHa € OMHUM i3 KJIIOYOBUX €KCIIOPTEPiB HA 30BHIITHIN pHHOK TaKUX 3€PHOBUX KYJIBTYD
SIK IIIIIEeHUIS, KYKypy/A3a Ta AYMiHb, IX BUpOOHUIITBO BCepeAHi KpaiH! 3HAYHO MepeBUIILye BHYTPIIITHE CIIOSKUBAHHSA.
Mera cTaTTi- 3AiICHUTH KOMIIJIEKCHUH aHaJIi3 CBITOBOT0 pUHKY KYKYPY/31 Ta BUSHAYNTU OCHOBHI HAIIPAMU PO3BUTKY
BITUM3HAHOTO PUHKY KYKYpPYA3WU. Y IpoIeci TOCTiIKeHHs BUKOPUCTAHO METOAU: aOCTPaKTHO-JIOTIYHUN — IS
¢ opMyII0BaHHSA BUCHOBKIB, MOHOTpadiuHull — Ipu JeTasisalil GyHKIIOHYyBaHHS PUHKY KYKYPYA3H, IOPiBHAJIBHOIO
aHaJsi3yipsaaiB fMHAMiKU- A5 IOPiBHSHHSA TIOKAa3HUKIB Ta BUsIBJIEHHS TeHeHIIi iX 3MiHU y yaci, CTaTUCTUYHUM — IpU
MIpOBeeHHi aHaJi3y IOMUTY i IPOIO3UIIil Ha pUHKY KYKYPYIA3U, IpadidHuii — /151 BUSBJIEHHS U TIOCTpaLii TeHJeHIIi i
JOCJIiIKYBAaHUX eKOHOMIUHUX SBUIL, EKOHOMiKO-MaTeMaTU4YHi MeTOIX — IPY BU3HAYeHHi eKOHOMiUHUX ITIOKAa3HUKIB,
110 BIJIMBAIOTh HA IONUT i NMPONO3UII0 KyKypyns3u. IIpeicraBieHO aBTOPCHKUN IOINIAL HA Cyd4acHHM INpoliec
PO3BUTKY 30BHIIIIHBOI TOPTiBJIi 3epHOM KYKYPY/J3U B YKpaiHi. BusHaueHo 0CHOBHi Ipo6J/IeMHi MOMEHTH OJAJIbIIIOr0
HapOIIyBaHHA eKCIOPTY KYKYPYA3U Ta 00IPYHTOBAHO HANIPSIMU B3a€EMOBUTIIHOTO CHiBPOOITHUIITBA Y MaltOyTHEOMY,
AKi 3abe3neyars OTPUMAHHA €KOHOMIYHUX BUTi YKPAaiHCBKUMM TOBAPOBUPOOHUKAMU. 3alIPOIIOHOBAHO HAIPSIMU
PO3BHUTKY €KCHOPTY YKPAiHChKOI KYKYypyA3U Ta B3a€EMOBUTITHOI coiBmpari B arpapHiii cdepi ekoHomiku. Brasani
HanpsIMU PO3BUTKY PUHKY MOKYTb OyTH BUKOPHUCTaHi OpraHaMu JepsKaBHOI BJIaau AJIA HinBUIleHHA edeKTUBHOCTI
BUPOOHUIITBA Ta MaKkCcUMi3allil mpubyTKY BiJ TOPTiBJIi

» Kno4oBi cnoBa: arpapHa eKOHOMiKa, 30Ha BiJIbHOI TOPTiBJIi, Mi’KHapO/IHA iHTErparlisi, IPOIOBOJILCTBO, CLIbChKE
TrOCHOJApPCTBO, IPOTHO3, PUHOK, PO3BUTOK
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» Abstract. The urgency of implementing e-government in practice is explained not only by the priority of reforms
of decentralization of power and public administration, which should result in the creation of an effective, transparent,
open and flexible structure of public administration using the latest information and communication technologies
(e-government), as well as implement an integrated state policy aimed at sustainable social development and adequate
response to internal and external challenges. The purpose of the article is to study the development of e-governance
worldwide and assess the prospects for its use in Ukraine. Sociological, general scientific, theoretical and empirical
methods are used in the study, in particular, the method of unification of analysis and synthesis, the method of observation
and comparison. Theoretical and methodological basis was presented by concepts, approaches, theories, regulations,
conclusions considered in the scientific works of Ukrainian and foreign scientists, communication theory, information
technology, project management, electronic governance and electronic democracy; legal acts of state authorities
(Constitution of Ukraine, laws of Ukraine, decrees of the President of Ukraine, resolutions and orders of the Cabinet of
Ministers of Ukraine). The normative legal acts on the use of e-government technologies in Ukraine are characterized.
The main issues concerning modernization of public administration with the help of information and communication
technologies are considered. The analysis of standards and regulations for e-governance technologies are carried out.
The basic instruments of e-governance in the European Union and Ukraine are defined. The expediency of creation and
use of e-government is substantiated. The structure of public administration, methods of e-governance, components
of its information and technological infra- structure, state policy on the development of e-government, its technical
components and their purpose, problems and organization of measures for the implementation and development
of e-government, foreign and national experience in the use of e-government, its regulatory and legal framework are
considered. The methodological approaches and results of monitoring the implementation of e-governance tools as
the basis for the provision of administrative services in electronic form (2020) are analyzed. Stages of development and
mechanisms of e-governance development management in Ukraine are investigated. The analysis of Ukrainian and
foreign practice of application of e-governance technologies is carried out. Global processes of e-governance of the
economy are determined. The main regularities of formation and development of electronic governance in Ukraine and
the world are investigated; the essence and meaning of the basic methods and principles of e-government is revealed;
various models of implementation of e-governance at the national, regional and local levels was studied; problems
and prospects of formation and development of e-governance, taking into account domestic practice, was highlighted;
the main stages and tasks of e-governance implementation in the context of the study of the best foreign practice are
analyzed. The period of crisis requires decisive, reasonable actions from the authorities, which is possible provided
that the full amount of information on the state of affairs in the state is available. Such needs can be met by a system
of national electronic information resources. Therefore, the organizational model of national information resources
of Ukraine in e-government is considered. The importance of implementation of the proposed plan of actions of
authorities on the organization of information resources in e-government is determined. The use of recommendations
on improving the organizational and information support of public administration in the spheres of information society
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development and the introduction of e-governance will allow expanding electronic information resources useful for
consumers, characterized by various forms of information, organizational and technological decisions, and are the basis

for information and analytical support for management decision-making in the system current and strategic planning

» Keywords: management, methodology, regulations, problems, tasks, technical components, experience, organization

» Introduction

Accelerated technological development in the con-
text of the Fourth Industrial Revolution changed the
nature of competition in world markets, increasing
the value of technological capabilities as a source of
competitive advantage and identifying technology
as a key factor in production.

The changes that are taking place as a result
of the revolution in information technology, and the
multifaced political changes taking place in the world,
signal the need for new approaches to politics. Tech-
nologies are being improved at a rather rapid pace,
but the legislative framework at the level of both coun-
tries and individual cities is adapting to such changes
slowly, which accordingly slows down the processes
of somatization. The need to reform infrastructure
policy is exacerbated not only by the challenges as-
sociated with digitalization, but also with the growing
urbanization that forces the city authorities to aban-
don traditional management approaches (“from top
to bottom”), to move to flexible management based
on multilevel network structures. This requires new
forms of global cooperation and an understanding
of the shared responsibility for the spread of digital
technologies around the world, as well as effective
interaction between the public, private and scientif-
ic sectors in order to coordinate actions and control.

Studies of the aspect of e-governance and
the main prerequisites for its implementation in
Ukraine are covered in the works of such scientists,
as Hrytsyak N., Demkova M., Dreshpak V., Koliush-
ko I., Malinovsky V., Malukova I., Semenchenko A.
In particular, the question of conceptual principles
of e-governance and e-democracy is investigated in
the book of Semenchenko A. and Dreshpak V; sci-
entific achievements of Demkov M. and Koliushko I.
reveal the peculiarities of world experience in the
implementation of e-governance and its specifics in
Ukrainian realities, the mechanism of e-governance
implementation at the local level was revealed in
Dmytrenko’s V. thesis; in the scientific study of Il-
nytskyi M., the pecu linarites of administrative reg-
ulation of e-governance in the field of public ad-
ministration in Ukraine were studied. Whereas, for
example, Hasimov R. investigated e-governance as a

mechanism for public administration and adminis-
tration. It is observed that most scientific papers are
aimed at researching the aspect of e-governance in
the prism of a political tool and a means of achieving
tasks in the field of public administration and ad-
ministration. However, it can be said that in general,
research on the role of e-governance in strengthen-
ing the competitiveness of the country’s economy is
not enough, which is the object of research.

The purpose of the article is to study the de-
velopment of e-governance in the countries of the
world and assess the prospects for use in Ukraine.

» Results and Discussion

The implementation of e-governance in Ukraine
should be considered in the context of administra-
tive reform, where it is an integral part thereof and
is aimed primarily at providing state and admin-
istrative services online, creating a unified infor-
mation telecommunication system for supporting
personnel management in the civil service, intro-
ducing internal and inter-agency document man-
agement technologies without paperwork, inte-
grating Ukraine into the global information space,
ensuring openness and transparency of power, etc.
The authors of e-governance definitions apply
different approaches, each of which reveals its fea-
tures depending on the scope of application. At the
same time, the mostused are the following ones [1, 2]:
—technocratic, in which e-governance is consid-
ered as one of the basic technologies of the infor-
mation society together with technologies such as
e-commerce, culture, healthcare, science, environ-
mental protection, etc., or as one of the stages of im-
plementation of information and communication
technologies (ICT) in public administration (com-
puterization — in- formalization — e-governance), as
anappropriate organizational and technical system;
- theoretical, in which e-governance is consid-
ered as an appropriate ideology, concept, theory
or as one of the modern forms of public adminis-
tration competing or based on approaches such as
new state management, political networks, syner-

gistic and new institutional approaches [3].
Ekonomika APK. 2021. Vol. 28, No. 10
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For the first time, the term “e-government”
was used in 1997 on the initiative of the U.S. Na-
tional Science Foundation to determine the process
of administrative reform based on the ideology of
new government management and the widespread
implementation of ICT in public administration,
primarily in executive authorities. In the future,
to determine the reforms in public administra-
tion, which covered all public authorities and local
self-government bodies, this term was modernized
into an “electronic state”. Democratization of pub-
lic administration, including the introduction of e-
democracy in e-government, led to the emergence
of a new term - “e-governance” [4, 5].

E-governance is a form of public administra-
tion that promotes efficiency, openness and trans-
parency of the activities of state authorities and lo-
cal self-government bodies using information and

telecommunication technologies to form a new type
of state aimed at meeting the needs of citizens [6].
Taking into account international experience, the
development of e-governance is one of the main fac-
tors in ensuring the success of reform and increas-
ing the competitiveness of the country. The reform
of any industry in modern conditions is aimed at the
widespread use of modern information and com-
munication technologies to achieve the necessary
level of efficiency and effectiveness [7]. The purpose
of e-governance is to develop e-democracy in order
to achieve European standards of quality of e-public
services, openness and transparency of government
for citizens, society and business. Achieving this goal
involves the implementation of a system of interre-
lated goals within the framework of the relevant state
policy. On the basis of the above, the main goals and
strategic tasks of e- governance were formed (Fig. 1).

Improving the quality and availability of public services for citizen
and business, simplifying procedures and reducing administrative costs

Y

Improving the quality of management processes, monitoring the effectiveness
and effectiveness of state authorities and local authorities self-government

U

Providing openness of information on the activities of state and local governments, expanding
access to it and providing opportunities direct participation of human
and civil society institutions in the processes of preparation and expertise
of projects of political and administrative decisions

Figure 1. The main goals of e-governance

Source: Formed by the author

Unfortunately, these goals in the existing offi-
cial documents in Ukraine are presented mainly in
qualitative form without the use of clear quantita-
tive indicators of their achievement, which greatly

complicatespublicadministration (regulation) inthis
area. Accordingto the theory and practice of strategic
planning and management, these goals are specified
and detailed in the system of strategic tasks (Fig. 2).

C> Ensuring the protection of the rights of citizen with access to public information

@

Involvement of citizens in the management of public affairs

@

Improvement of public administration technology

Improving the quality of management decisions

@

@

Overcoming “information inequality”

C> Organization of provision of services to sitizens and business entities in electronic form

@

Providing citizens with lifelong learning opportunities

Figure 2. Strategic tasks of e-governance

Source: Formed by the author

Ekonomika APK. 2021. Vol. 28, No. 10



The Cabinet of Ministers of Ukraine approved
the Concept for the development of e- governance
in Ukraine, which will determine the main goals,
priority directions and development measures by
2020. The Government adopted the relevant order
at ameeting on September 20, 2017. It is important
to note that over the past two years, Ukraine has
risen by 25 positions in the world ranking of e-gov-
ernance, by 45 positions and by 30 positions in the
open data rankings. Further rapid development is
possible only if revolutionary approaches and the
most promising technologies are applied, which,

Modernization
of public services

Electronic
services

Electronic identification

Electronic participation
of citizens

Lebid @

in fact, is envisaged by the draft Concept. For ex-
ample, the use of blockchain technology, which
can really optimize many processes qualitatively.
In September 2017, the state System of electron-
ic trading of seized property SETAM has already
been transferred to the blockchain technology.
By the end of the year, it is planned to transfer the
Register of Property Rights and the State Land Ca-
daster of Ukraine to the blockchain. According to
the document, the State Agency for E-Governance
is instructed to implement measures in key areas
(Figure 3).

Modernization

of public
administration Electronic
interaction
of registers
Electronic

document circulation

E - governance
of basic industries

Figure 3. Priority areas

Source: general Ed by author based on source [8]

Diya is an online service where you can get

public services, download digital versions of

documents, such as a driver’s license, a studentticket
and create an electronic cabinet of a citizen (Fig. 4).

e-requests

*submission of appeals and request for information online? Tracing the status of their
consideration and receiving a response to your personal account;

e-consultation

*the ability to submit proposals on various issues of state policy, leave comments on draft
regulations? And make suggestions on their content;

e-petitions

*an opportunity to initiate or support a petition sublimited to the Cabinet of Ministers of Ukraine,
monitor the status of its consideration and be guaranteed to receive a response;

e-competitions

*participation in the selection of projects of civil society institutions that will be provided with
financial support, as well as tracking their implementation;

e-voting

*election of the public council under the executive body;

e-expertise

*submission of requests for public examination of the activity of the executive body
and access to its matherials;

e-survey

*the opportunity to participate in surveys during the development and adoption of state

decisions;
Access to
government *actual contacts of executive authorities, public reports of top officials;
information

AVAVAVAVAVAVAVAVA

Figure 4. Available services of the e-democracy online platform “Interaction”

Source: : Generated by author based on source [8]
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Through the application “Diya” it is possi-
ble in particular: apply for registration of a person
as an individual entrepreneur; apply for the status
of unemployed; get a police clearance certificate;
get an extract about the land plot; check the license
of truckers; receive social assistance at the birth of
a child; restore or exchange a driver’s license; Sign
documents with an electronic digital signature. etc.

The Ministry of Digital Information plans to
ensure 100% accessibility of public services to citi-
zens and businesses by 2024; cover 95% of the pop-
ulation, social facilities and major roads coverage
of high-speed Internet; attract 6 mln. citizens to the
digital skills development program, to increase up to
10% the share of IT funding in the country’s GDP.

The State Regional Development Strategy for
2021-2027 defines the general vector of sustainable
development of the regions, namely: the new re-
gional development policy should be based on the
key challenges affecting the person, infrastructure,
economy and the environment, as well as include
building a culture of partnership and cooperation
focused on the interaction of citizens and public in-
stitutions for development [2].

Today, more than 300 regulatory acts related
to the information society, informatization, infor-
mation security, information policy, e-governance,
etc. have been developed in this area. In general, the
regulatory framework established [9, 7, 2] is neces-
sary for the implementation of e-governance, these
documents define the basic principles of state poli-
cy, basic principles, priority goals and strategic ob-
jectives, mechanisms of public administration, etc.
in the field of information policy, informatization,
development of the information society and knowl-
edge society, information security, e-governance
and open government. is: its fragmentation, incom-
pleteness, fuzziness, inconsistency, inconsistency,
and sometimes the contradiction of some docu-
ments and the opacity of procedures, not adaptabil-
ity to international acts, etc. A separate problem is
the implementation of adopted legislative acts.

In Ukraine, changes in the creation of e-gov-
ernance infrastructure are taking place. The factors
that might prevent the accelerated development of
this sphere are primarily the issue of inter-agency
cooperation (including the lack of relevant regula-
tions and regulatory and technical documents) and

Ekonomika APK. 2021. Vol. 28, No. 10

the lack of formalized standard solutions for the pro-
vision of services by executive authorities remotely.

According to the Strategy for Sustainable De-
velopment “Ukraine-2020”", approved by the Decree
of the President of Ukraine No. 5/2015 of January 12,
2015, the development of e- governance, in particu-
lar the introduction of electronic services, has been
identified as one of the main priorities for reforming
the public administration system. Also, within the
framework of the implementation of the Associa-
tion Agreement with the European Union, Ukraine
should ensure the comprehensive development of
electronic services in accordance with European re-
quirements. E-governance is aimed at using the lat-
est information and communication technologies
that will help improve the quality of governance, as
well as the interaction of government and citizens
and promote social innovation in Ukraine [2].

In the Strategy for Public Administration Re-
form of Ukraine until 2021, the creation of an e-gov-
ernment is the main goal of the State Strategy for
Regional Development for 2021-2027, which was
approved by the Resolution of the Cabinet of Minis-
ters of Ukraine no. 695 of 05.08.2020 7].

In recent years, progress has been made in
some areas: most government departments are rep-
resented online; some ministries and local self-gov-
ernment bodies have made significant progress
in the field of internal automation, electronic doc-
ument management, the creation of specialized
databases and even the provision of a number of
electronic services. A number of key elements of the
e-government infrastructure have been created, and
thenecessaryregulatory frameworkhasbeen partial-
ly developed. However, in most areas, further work
is needed to ensure the long-term benefits of e-gov-
ernance for people, businesses and civil servants.

The slow progress, low efficiency and decisive
role of the proposed solutions, rather than customer
demand in e-governance projects in Ukraine, are ex-
plained by the delay in the start of the implementa-
tion of administrative reforms, which were the main
driver of e-government development in most devel-
oped countries.

Among other approaches to the stageization of
e-governance, it is necessary to note the approach,
which is based on the degree of automation of the
processes of electronic interaction of authorities



between themselves, society, business and interna-
tional organizations, as well as the level of ensuring
administrative reforms with the introduction of in-
formation technologies [6; 7].

Unlike Ukraine, both the European Union it-
self and the governments of most EU member states
have a long and extensive experience in legislative
and project support for the development of e-gover-
nance and the information sphere of society (it is, of
course, aboutitsinnovative, computer-based sector).
A somewhat conditional reference point here can be
considered the appearance in 1994 of a recommen-
dation document for the European Council — “Eu-
rope and the Global Information Society” prepared
by a group of experts chaired by Martin Bange-
mann and now known as the “Bangemann Report”.

Worldwide, it is evident that e-governance
is continuing to increase, with 65% of member
states now in a group with a high or very high lev-
el of performance. While it is possible to trace the
relationship between the level of e-governance and
the country’s income level, financial resources are
not the only critical factor according to the UN re-
port [5]. The availability of modern legislation in the
field of e-governance and clarity of the set short and
long-term goals for the development of the state is
also an important factor on which the results in a
particular state directly depend.

In particular, in the modern world, the follow-
ing regional models of e-governance are considered
the main [3]:

The continental European model is character-
ized primarily by the presence of non- governmental
institutions, such as the European Parliament, whose
recommendations are binding on all EU member
states, a high degree of integration into a single in-
formation space and free access to information,
strict legislation governing information relations.
difference in the economic, political, cultural and
technical potential of EU members. The most suc-
cessful European model is implemented in France,
Germany, Estonia, Norway, Austria, Bulgaria, etc.

Special features of the Anglo-American e-gov-
ernance model is the fact that all electronic services
are evenly provided through any information chan-
nels: the Internet, mobile communication, digital
Television, etc.; in addition, countries using this
e-governance model are leaders in the implemen-

Lebid @

tation and application of various forms of distance
learning, primarily using the Internet network,
which is also one of the most significant indicators
of the level of development of a state. An important
component of the success of the introduction of
the Anglo-American e-government model was sig-
nificant reforms of the entire structure of the state’s
work with information flows and the introduction of
a system of personal responsibility for the informa-
tization of state agencies [3].

Asian - built taking into account the high lev-
el of corporate culture of the countries of the region
and the historical specifics of governance. Singa-
pore, which has the first prototype of e-governance,
is a classic representative of the Asian model of
e-governance [10, 3].

Among the results of the introduction of
e-governance in Ukraine, it should be noted that
the implementation of the “single window” princi-
ple — the Unified State Portal of Administrative Ser-
vices (poslugy.gov.ua), improved the content of the
official web portals of public authorities, registered
their accounts in the social networks “Facebook”
and “Twitter”. The next step is to create state author-
ities’ own channels on YouTube, in particular with
online broadcasts of their activities. The system of
electronic declaration of public assets was launched
on the website of the National Agency on Corrup-
tion Prevention (nazk.gov.ua). Work has begun in the
field of “electronic medicine” (ehealth-ukraine.org).
The “electronic legal proceedings” are being imple-
mented. The system of electronic appeals using the
Internet in accordance with the Law of Ukraine “On
Citizens’ Appeals” was introduced, first of all, peti-
tions to the Verkhovna Rada (itd.rada.gov.ua/ser-
vices/ petitions/) and the President of Ukraine (peti-
tion. president. gov.ua) were the e-data.gov.ua most
demanded electronic reporting to the bodies of the
State Fiscal Service, state statistics bodies and the
Pension Fund of Ukraine. Access to the electronic
VAT refund register has been opened. The system of
public and public procurement has been reformed.
In particular, public procurements are carried out
exclusively in electronic form in the ProZorro system
(prozorro.gov.ua). Banks (PrivatBank and Oschad-
bank) have developed a secure BankID system that
allows confirming the user’s identity on official web-
sites through his accountin Internet banking [1, 4, 5].
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Ukraine is actively implementing the idea of
a “state in a smartphone”. In particular, to this end,
the Ministry of Digital Transformation was estab-
lished in September 2019. One of the main achieve-
ments of the Cabinet of Ministers of Ukraine and the
Ministry of Digital Transformation is the creation of
the Diya application (State and I), which provides a
number of administrative services online.

The State Regional Development Strategy for
2021-2027 defines the general vector of sustainable
development of the regions, namely: the new re-
gional development policy should be based on the
key challenges affecting the person, infrastructure,
economy and the environment, as well as include
building a culture of partnership and cooperation
focused on the interaction of citizens and public in-
stitutions for development [7].

Today, more than 300 regulatory acts related to
the information society, informatization, information
security, information policy, e-governance, etc. have
been developed in this area. In general, the regulatory
frame- work established [9, 7, 2] is necessary for the
implementation of e-governance, these documents
define the basic principles of state policy, basic prin-
ciples, priority goals and strategic objectives, mech-
anisms of public administration, etc. in the field of
information policy, informatization, development of
the information society and knowledge society, infor-
mation security, e-governance and open government
is: its fragmentation, incompleteness, fuzziness, in-
consistency, inconsistency, and sometimes the con-
tradiction of some documents and the opacity of

procedures, not adaptability to international acts, etc.
A separate problem is the implementation of adopted
legislative acts.

According to the United Nations E- Govern-
ment Survey 2020, Ukraine joined the group of coun-
tries with a high level of e- governance and became
one of 12 countries that moved to a very high level in
the e- participationindex. The study analyzes the lev-
el of e-governance of states by calculating two keyin-
dexes: the E-Governance Development Index (EGDI)
and the Citizens Electronic Participation Index (EPI).

The EGDI index analyzes the level of e- gov-
ernment development. To calculate it, the data of in-
dependent surveys of the international level are an-
alyzed, including the Online Service Questionnaire
(0SQ), which analyzes the level of development of
“online presence” of all 193 UN member states [3].

The EPI Indexis an electronic citizen participa-
tion index that is key to measuring governance and
one of the bases for sustainable development. Epi is
evaluated by analyzing the level of development of
national e-governance portals or other government
platformsrelatedtoprovidingup-to-dateinformation
tocitizens, public consultation and decision-making.

The results of the study of the UN Department
for Economic and Social Affairs allow us to track
and analyze the ratings of countries by the level of
e-government development, as well as to determine
trends in the development of this index of Ukraine.

List of countries of the world and Ukraine by
e-government development index for 2014 and 2020
is shown in Table 1 [11].

Table 1. E-Governance Development Index in some countries
of the world and in Ukraine for 2014 and 2020

E-Governance Index

Country 2014 2020 Difference, %
France 0,8938 0,8718 -0,022
Denmark 0,8162 0,9758 +0,1596
Singapore 0,9076 0,915 +0,0074
Poland 0,6482 0,8531 +0,2049
United States 0,8748 0,9297 +0,0549
Sweden 0,8225 0,9365 +0,114
Czech Republic 0,607 0,8135 +0,2065
Slovakia 0,6148 0,7817 +0,1669
Romania 0,5362 0,7605 +0,2243
Ukraine 0,5032 0,7179 +0,2147
Somalia 0,0139 0,1293 +0,1154

Source: Raccoons of the Author
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From the data in Table 1, we see that over
the past 6 years in all countries except France (the
EGDI value in 2014 is 0.8938, while in 2020 - 0.8718,
which is less by 0.022 in relation to 2014), we ob-
serve the development of e-governance, which re-
flects the value of the E-Governance Development
Index, in particular: Denmark — 0.8162 (2014) and
0.9758 (2020), 0.1596 in relation to 2014; Singapore —
0.9076 (2014) and 0.915 (2020), which is more than
0.0074 in relation to 2014; Poland — 0.6482 (2014)
and 0.8531 (2020), which is more than 0.2049 in rela-
tion to 2014; U.S. — 0.8748 (2014) and 0.9297 (2020),
which is more than 0.0549 in relation to 2014; Swe-
den —0.8225 (2014) and 0.9365 (2020), which is more
than 0.114 in relation to 2014; Czech Republic -
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0.607 (2014) and 0.8135 (2020), which is more than
0.2065 in relation to 2014; Slovakia — 0.6148 (2014)
and 0.7817 (2020), which is more than 0.1669 in re-
lation to 2014; Romania — 0.5362 (2014) and 0.7605
(2020), which is more than 0.2243 in relation to 2014;
Ukraine — 0.5032 (2014) and 0.7179 (2020), which is
more than 0.2147 in relation to 2014 and, finally,
Somalia — 0.0139 (2014) and 0.1293 (2020), which is
more than 0.1154 in relation to 2014.

Thus, we observe that during the analyzed
period, the most rapid growth is inherent in such
countries as Slovakia, Poland, the Czech Republic,
Ukraine and Romania. Also, it should be noted that
there are a number of countries that have lost their
place in the ranking (Table 2) [12].

Table 2. Rating of e-governance development of the countries of the world for 2014 and 2020

Country 2014 2020
Moldova 6 79
Georgia 56 65
Hungary 39 52
Greece 34 42
Italy 23 37
Germany 21 25
Spain 12 17
United States 7 9
United Kingdom 8 7
Ukraine 87 69

Source: Raccoons of the Author [12, 13]

Ramsbottom of Table 2 data, a sharp decline
may be seen in the position of countries in the world
for the development of e- governance, in particular
Moldova - 6 position in 2014 and 79 in 2020, Geor-
gia — 56 position in 2014 and 65% position in 2020;
Hungary — 39" position in 2014 and 52" position in
2020; Greece — 34" position in 2014 and 42"! position
in 2020; Italy — 23" position in 2014 and 37 position
in 2020 year; Germany - 21 positions in 2014 and 25"
position in 2020; Spain - 12% position in 2014 and 17®
position in 2020; U.S. — 7 position in 2014 and 9*
position in 2020; The UK is 8" in 2014 and 7™ in 2020.
However, we see that in Ukraine the e-governance
development index indicates that Ukraine ranked
69" in 2020, rising 18 places compared to 2014.

Thus, according to the forecasts of the index
“e-government development” in Ukraine (Fig. 5)
on the use of a polynomial mathematical model of

3 degrees, the expected growth of this indicator in
2022 to the value of ~0.82 was obtained, which will
characterize the approach of the level of develop-
ment of e-governance in the country to the level of
developed countries of the EU and the world.

When constructing a regression forecast for
the “e-participation” index, none of the standard
mathematical models will be able to give a sufficient
explanation of the variation of this indicator. There-
fore, given the significant fluctuations in the value of
this index for the study period (Fig. 6) and taking into
account the intensification of the government’s ac-
tions in the development and maintenance of e-gov-
ernance in Ukraine, it is possible to talk about fixing
the level of index reached in 2020 at 0.81 and insig-
nificant growth, which characterizes a fairly high lev-
el of interaction between Ukrainians and executive
authorities through the use of online services [14].
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Source: : [10]

Thus, the State Regional Development Strate-
gy for 2021-2027 provides for a number of measures
aimed at the development of e-governance and
e-democracy at the regional level, namely:

— to provide full coverage of the territories of ag-
glomerations, large cities and settlements bordering
them, modern means of mobile communication and
high-speed Internet in order to simplify citizens’ ac-
cesstoadministrative,socialand commercialservices;

—to promote the introduction of innovative tech-
nologies in urban development management sys-
tems based on the smart city concept;

— provide all social institutions with broadband
Internet speeds of 100 Mbps and arrangement of

Ekonomika APK. 2021. Vol. 28, No. 10

open Wi-Fi zones for visitors and staff;

—ensure the availability of social services and ad-
ministrative services;

— to stimulate the development of information
and communication technologies in rural areas: to
provide coverage of 100% of rural areas with fixed
broadband Internet access and 95% of the popula-
tion with mobile Internet for the possibility of form-
ing new interregional connections;

- to stimulate the development of small and
medium-sized enterprises in rural areas, primari-
ly remote and low-density population, through the
use of financial, methodological and organization-
al tools, including providing affordable training for



entrepreneurship online, offline and mixed learning
format, as well as expanding the network of entre-
preneurship support centers “Diya. Business”.

— ensure the use and administration of the na-
tional portal for entrepreneurs “Diya. Business” to
inform the entrepreneurs of the region about op-
portunities in a particular region; — to popularize the
development of entrepreneurship in the regions by
introducing educational programs on entrepreneur-
ship in schools and higher education institutions,
affordable (free) training for entrepreneurs using the
possibility of a free online school for entrepreneurs
“Diya. Business”;

— to introduce tools to support the participation
of small and medium-sized enterprises in smart
specialization projects;

— to attach all regions of Ukraine to the Europe-
an Smart Specialization Platform (S3 Plat- form) in
order to open access to the platform tools for the re-
gions of Ukraine;

— provide modern technical and informational
and software for the functioning of the electronic
healthcare system;

—to ensure proper material and technical equip-
ment of healthcare institutions, in particular, broad-
band Internet access and modern technical and
informational software for the functioning of the
electronic healthcare system;

— to conduct a full computerization of general
secondary education institutions with the involve-
ment of various sources of funding, training of ped-
agogical workers of digital literacy;

- to increase the level of digital literacy of rural
population, in particular, through the implementa-
tion of the project “Diya. Digital education”. A num-
ber of reforms are envisaged in the areas of digital
communications and digital infrastructure.

Therefore, it should be expedient to form the
main ways and aimed at strengthening the develop-
ment of e-governance in Ukraine, namely: to ana-
lyze the needs of citizens, business and government
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in the medium and long term and prospects; the
creation of a single centralized database and data on
the identified needs of all stakeholders; developed
guidelines for e-governance; developed a unified
National Standard in e-governance based on the
European e-governance standard, taking into ac-
count the loss of validity of the Concept for the De-
velopment of E-Governance in Ukraine at the end
of 2020; modernize the ICT-based public adminis-
tration structure and institutional transformations;
conduct regional projects and case studies; refocus
on long-term projects, abandoning the short-term;
creating such conditions for transparency and ac-
countability in e-governance projects; creating in-
stitutional governance. to promote initiatives aimed
at synergistic use of ICT as a stimulating tool for im-
proving the effectiveness and effectiveness of e-gov-
ernance; to restructure state and administrative in-
stitutions in order to improve public administration
through the use of ICT achievements.

»Conclusions

Summing up the above, it should be noted that
e-governance is a form of public administration
organization that contributes to increasing the
efficiency, opennessandtransparencyoftheactivities
of state authorities and local self-government
bodies using information and telecommunication
technologies to form a new type of state aimed at
meeting the needs of citizens. Thus, to date, the
regulatory and legislative framework has already
been adopted and appropriate organizational
prerequisites for the successful implementation and
development of e-governance in Ukraine have been
formed. The state and society clearly understand
that the implementation and development of
e-governance will significantly increase the level of
transparency and openness of public authorities,
the level of citizen involvement in democratic
processes and, most importantly, reducing the level
of corruption in Ukraine.
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ENeKTpOHHe ypaayBaHHA €eKOHOMIKM MabByTHbLOTrO:
CBiTOBUM AOCBIA Ta NepcneKTUBU YKpaiHun

OnekcaHap BacunboBud Jle6igb

BiHHULbKMWM HaLIOHaNbHWW arpapHuUn yHiBepcuTeT
21008, Byn. CoHA4YHa, 3, M. BiHHMUS, YKpaiHa

> AHOTaLUifl. AKTyaJbHICTb BIIPOBA’KEHHSI €JEKTPOHHOIO YPSAyBAaHHSI Ha MPAKTHIl MOSICHIOETHCS He JIUIIE
npioputeTHicTi0O pedopM JeneHTpastisaimil Bjaagu Ta AepsKaBHOIO YIPaBJiHHSA, pe3yJbTaToM SIKUX Ma€ CTaTu
CTBOpeHHsI e(DeKTUBHOI, PO30POI, BiIKPUTOI Ta THYIKOI CTPYKTYPH NeP5KaBHOTO YIIPABJiHHSA 3 BUKOPUCTAHHAM
HalHOBIIIOI iHdopMmalii Ta KOMyHIKaI[ilHUX TeXHOJIOTill (eJleKTpPOHHEe YpsiAyBaHHs), a TAKOK peali3oByBaTHU
iHTETpPOBaHY Jlep>KaBHY IOJIITHKY, CIPSIMOBaHy Ha CTAJHU{ CyCHiJIbHUI PO3BUTOK Ta aJeKBAaTHE pearyBaHHs Ha
BHYTPIIIHI Ta 30BHIIIHI BUKJIUKU. MeTOIO0 CTATTi € NOCJIiI)KEeHHAA PO3BUTKY €JIEKTPOHHOTO YPANYBAHHS B YCbOMY
CBiTi Ta OIliHKa MEePCIeKTUB MOro BUKOPUCTAHHS B YKpaiHi. Y NOCHiIKeHHI BUKOPUCTOBYIOTHCSI COIiOJIOTiuHi,
3araJJbHOHAyKOBi, TEOPETWYHI Ta eMIIipWYHI METOAH, 30KpeMa MeToj] 00'€JHAaHHA aHaTi3y Ta CHHTE3y, METOJ
CIIOCTepesKeHHs Ta NOPiBHAHHSA. TeOpeTHKO-MeTOI0JIOTiYHy OCHOBY OYyJI0 IpeCTaB/IeHO KOHLIENIisIMY, iAX0qaMH,
TEOpisIMU, TOJIOKEHHSMH, BUCHOBKaMH, PO3IISHYTUMH B HAyYKOBUX IpalsfX yKPaiHCBKUX Ta 3apydiskHUX
BUYEHMX, Teopil KoMyHikanii, iHdbopmManiliHUX TeXHOJIOTiH, yIpaBJ/liHHS IIPOEKTaMU, eJIeKTPOHHOIO ypsAAYyBaHHSA
Ta €JEeKTPOHHOI IeMOKparTii; HOpMaTUBHO-NIPaBOBi aKTWU oOpraHiB nepskaBHOI Bjaau (KoHcTtutynia VYkpaiHm,
3aKOHM YKpaiHu, yka3u IIpesujmeHtra YKpaiHH, TOCTAaHOBU Ta po3nopsmkeHHs Kabinery MinicTpiB Ykpainm).
OxapakTepr30BaHO HOPMATHUBHO-IIPABOBi aKTH 00 BUKOPHUCTAHHS TEXHOJIOTiHl eJIeKTPOHHOIO YypsIyBaHHSA
B YKpaiHi. PO3TJIAHYTO OCHOBHI IUTaHHS MOJAEPHIi3allil AepsKaBHOTO YIPaBJiHHA 3a MOMOMOTOoI0 iH(pOopMaliiftHO-
KOMYyHiKaliliHuX TexHOoJI0Til. IIpoBeneHo aHa1i3 cTaHAAPTIB i peryilaMeHTiB TEXHOJIOTiH eJIEKTPOHHOTO YPsIAyBaHHS.
BusHaueHO OCHOBHIi iHCTpYMEHTH eJIEKTPOHHOIO YpsAyBaHHs B EBponelicbkkomMy Coio3i Ta Ykpaini. OGI'pyHTOBaHO
JOLJIBHICTE CTBOPEHHs Ta BUKOPHUCTAHHS €JIEKTPOHHOIO ypsayBaHHA. CTpPyKTypa [ep>KaBHOTO YIIPaBJIiHHSA,
MeTOAU eJIEeKTPOHHOI'O ypsIyBaHHs, CKJIANOBi Horo iHdopmMariiiHo-TexHOJ0ri4HOI iHDpaCTPYKTYpH, depsKkaBHA
TOJTITUKA IIOA0 PO3BUTKY €JIEKTPOHHOTO YPSAYBaHHSA, OT0 TEXHIYHI KOMIIOHEHTH Ta 1X MpU3HaYeHHsI, TPobaeMu
Ta OpraHisalisi 3axo[liB II0A0 BIIPOBAAKEHHsI Ta PO3BUTKY €JIEKTPOHHOI'O YPsILyBaHHS, PO3IVIAHYTO 3apyOiskHUIT
Ta HaIiOHAJIBHUN [OCBiJ, BUKOPUCTAHHS €JIEKTPOHHOTO YpSAyBaHHs, HOTO HOPMAaTUBHO-IPABOBY 06asy.
IIpoaHaJ/1i30BaHO METOOWYHI IIIXOAW Ta PE3y/JbTaTd MOHITOPUHIY BIIPOBA[KEHHS IHCTPYMEHTIB €J1€KTPOHHOIO
YpALyBaHHs SIK OCHOBU HaJaHHA aAMiHICTPaTUBHUX IIOCJAYr B €JeKTPOHHOMY BUIIAAi (2020 p.). HocaigkeHOo
eTalyd PO3BUTKY Ta MeXaHi3MU YIpaBJ/iHHA PO3BUTKOM eJIEKTPOHHOI'O YpsOyBaHHs B YKpaiHi. IIpoBeneno
aHaJli3 YKpalHChKOI Ta 3apy0iskKHOI MPAKTUKYU 3aCTOCYBAaHHS TEXHOJIOTIN eJIeKTPOHHOIO ypsinyBaHHsA. BuaHaueHo
w100aIbHi MpoIecu eJJEKTPOHHOTO YIIPaB/IiHHA eKOHOMIKOI0. JIOCTiAKeHO OCHOBHI 3aKOHOMIPHOCTi CTaHOBJIEHHS
Ta PO3BUTKY €JIE€KTPOHHOIO yPALyBaHHA B YKpaiHi Ta CBiTi; pO3KPUTO CyTHICTh i 3Ha4€HHsI OCHOBHUX METOMIB I
MIPUHLMIIIB €JIEeKTPOHHOIO YPAAYBaHHHA; NOCHIAKEHO pi3Hi MozeJIi BIPOBasKeHHs eJIeKTPOHHOI'O YPAIyBaHHA Ha
HaIliOHAJbHOMY, PerioHaJIbHOMY Ta MiCIIEBOMY PiBHSX; BUCBIT/IIEHO MPOOJIEMHU Ta MEPCIIEKTUBU CTAHOBJIEHHS Ta
PO3BUTKY €JIEKTPOHHOTO yPALYBaHHA 3 ypaXyBaHHAM BiTYM3HAHOI IPAKTUKY; IPOAHATIi30BaHO OCHOBHI eTanu Ta

3aBJlaHHS BIPOBAIKEHHA eJIeKTPOHHOIO ypsAyBaHHS B KOHTEKCTi BUBYEHHS IepefloBOro 3apy0ikKHOro HOCBimy.
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Kpusosuii nepion BUMarae Bif BJagyu pillly4nX, 3BayKeHUX Jili, 110 MOKJINBO 32 YMOBH HAsIBHOCTi IIOBHOTO 00OCATY
iHdopMarii mpo craH copas y Aep:kabi. Taki morpebu Morke 3aJ0BOJIBHUTH CHUCTeMa HalliOHAJTbHUX eJIeKTPOHHUX
iHpopManiiinux pecypciB. ToMy po3mIsSHYTO OpraHisaliiHy Mojes b HaIliOHAJBHUX iH(popMmamiiHMX pecypciB
VYKpaiHu B eJIeKTpOHHOMY ypsiyBaHHI. BU3HaueHO Ba)K/IUBIiCTh peasisallii 3apooHOBaHOro MJaHy [ilf opraHis
BJIQJU IIOAO opraHisanii iHpopmaniiHNX pecypciB B eJIeKTPOHHOMY ypsAAyBaHHI. BUKopucTaHHA pekoMeHAallii
IIOJ0 YIOCKOHAJIEHHsS oOpraHisainiliHo-iHGopMaliliHoro 3abe3nedyeHHs [Aep>’KaBHOTO YIpaBJIiHHA Yy cdepax
PO3BUTKY iH(MOpMaIiiiHOTO CyCHiJbCTBA Ta 3alPOBAIKEHHS eJIEKTPOHHOTO YPAAyBaHHSA J03BOJIUTH PO3MIUPUTU
KOPHUCHI 1/1A CIIO’KMBAYiB eJIeKTPOHHI iHdopMaliiiHi pecypcH, 110 XapaKTepUa3yIoThCs pisHOMaHiTHUMU hopMaMUu
iHdopMyBaHHs, opraHisalilHUMM Ta TEXHOJOTIYHUMMU pillleHHsIMHY, i € 0CHOBOIO AJ1s1 iH(opManiiiHO-aHATITHIHOTO

3abe3nedyeHHs NIPUHHATTA YIPaBIiHCHKUX PillleHb Y CUCTeMi IOTOYHOTO Ta CTPaTerivHOTO NJIaHyBaHHSA

> Ko4oBi cfoBa: MeHeIKMEHT, METOMOJIOTisI, peraMeHT, mpobJsieMu, 3aBIaHHs, TEXHIYHi CKJIAJ0Bi, MOCBIZ,

oprasisarnis
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