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» Abstract. The agrarian sector as a system-forming sphere of the rural economy becomes decisive for rural development
based on inclusiveness. The influence of the state on the development of the sector by means of financial support should
not only contribute to strengthening the production capacity and competitive advantages of commodity producers, but
also have a positive impact on the development of rural areas and increase the opportunities for attracting the population
to public life. These tasks are being updated in the context of a long-term budget deficit, in particular, aggravated by the
conduct of military operations and the need to direct public funds in areas with the greatest multiplicative effect. The
purpose of the study is to investigate the impact of state financial support for the agricultural sector on rural development
from the standpoint of compliance with the principles of sustainability and ensuring the inclusivity of socio-economic
development. To achieve this goal, the study used: general logical methods of analysis and synthesis in the development
of laws regulating the system of state support in Ukraine; statistical and economic methods for grouping recipients of
state support by different statuses, programmes, areas; methods of mathematical analysis to assess the dynamics of
indicators and identify patterns of distribution of support funds, calculating the dependence of budgets of territorial
communities on agricultural production. Tabular and graphical methods were used to visualise the results of the study.
The abstract and logical method was used to generalise conclusions and formulate proposals. Based on the study results,
including the analysis of the agricultural companies that received the most financial support from the state in three
years, the public irrationality of the existing distribution of state support is substantiated, which leads to an increase in
the gap between the production capacities of farmers, strengthening the uneven development of the agricultural sector
and rural areas as a whole. The implemented improvement of legislative norms is not reflected in the practical plane,
so the trend of asymmetric distribution of funds in favour of large businesses remains. The study argues for the need to
introduce a number of changes in the system of distribution and use of state financial support for the agricultural sector,
concerning regulatory support and control over its implementation, strengthening requirements for recipients of funds
in terms of economic and social responsibility to promote rural development based on the principles of inclusivity.
One of the conditions for all programmes funded by the state should be the prioritisation of achieving a social effect
and maintaining sustainable development. Taking into account the proposed changes would help to preserve the
multi-complexity of agriculture and the sustainability of food systems, expand the circle of recipients of support and
strengthen the financial stability of small producers, increase revenues to local budgets, and increase the efficiency of
using public finances in terms of their public function, achievement of a synergistic effect from the use of budget funds
in the economic, social, and environmental spheres, establishment of sustainable foundations of rural development on
an inclusive basis
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» Introduction

Modernity needs a reorientation of societal develop-
ment models, which until recently prioritised solely
economic interests, towards the goal of sustainable,
inclusive development in a balanced three-dimen-
sional space: economic, social, and environmen-
tal. Public policies in any sector, especially through
financial mechanisms, must be consistent with
sustainable development commitments, with a fo-
cus on respect for human rights, ensuring access
for all segments of the population to participate in

socio-economic life, and equitable distribution of
public goods. State support for agriculture has a sig-
nificant impact on achieving the goals of agricultural
policy, so the issue of effective use of these funds
is relevant and socially significant. The success of
transformation for more than a third of the country’s
population will depend on how effective the support
measures are in terms of meeting the public interest.

In most countries, agricultural production is
supported by the state. These significant financial
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resources are used to stimulate agricultural produc-
tion, maintain the competitiveness of commodity
producers, and ensure food security. Historically,
the policy of state support is updated during signifi-
cant socio-economic transformations. In the United
States, it began with the Great Depression, when
nearly 20% of Americans lived in rural areas and re-
ceived their livelihood directly or indirectly from ag-
riculture. As a result, the first measures were aimed
at maintaining raw material prices and incomes of
rural households. In European countries, a power-
ful impetus for the development of support policies
was the food shortage caused by the Second World
War. And the original EU policy was aimed at en-
suring the adequacy of domestic food supplies and
supporting agricultural development. In the future,
the goal of supporting each country was to increase
the competitiveness of the industry and strengthen
trade positions in the global liberalised market. An
additional but equally important effect of support is
the impact on rural development.

In the study “State support for the development
of Ukrainian territories in 2019” conducted by the
U-LEAD with Europe programme [1] financial sup-
port for agricultural producers is included in the
area of “Rural development”, which emphasises its
social significance. Accordingly, it is necessary to in-
vestigate the effectiveness of state support not only
in terms of changes in the profitability, price, and
profitability of agriculture, but also to consider the
social impact, in particular, compliance with sustain-
able management methods, social responsibility, rural
development, reducing income polarisation, etc.

In Ukraine, most of the studies are devoted to
the economic efficiency of state financial support
and its impact on the development of domestic agri-
culture. At the same time, in different periods, in ac-
cordance with the current problems at that time, the
areas of using budget funds, their compliance with
the adopted development strategies and legislative
innovations adapted to European conditions are an-
alysed. Over the past 10 years, much attention has
been paid by the global scientific community to de-
veloping areas for economic development based on
the principles of inclusivity. Expanding opportuni-
ties to involve people in the processes of production,
distribution, and income generation is becoming a
fundamental policy framework in many countries.

Thus, the purpose of the study is to investi-
gate the impact of state financial support for the
agricultural sector on rural development from the
standpoint of compliance with the principles of sus-
tainability and ensuring the inclusivity of socio-eco-
nomic development. To achieve this goal, the fol-
lowing scientific tasks will be solved: the channels
of influence of agricultural activities on inclusive
rural development are substantiated; legislative in-
novations in the field of state support for the agri-
cultural sector from the standpoint of inclusivity
are outlined; financial support for the agricultural
sector for previous years is analysed; areas for im-
proving the conditions for providing state support to
promote rural development based on inclusivity are
determined.
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State support for the agricultural sector is a
pressing issue for many Ukrainian researchers. The
evolution of the establishment and gradual devel-
opment of state support in Ukraine was studied by
O. Borodina [2], B. Paskhaver [3], I. Tytarchuk [4] et al.
A thorough investigation of the international experi-
ence of protectionist policy in relation to agriculture is
presented in the monograph edited by O. Borodina [5].
Considering the evolutionary changes in the inter-
national practice of support by the authors’ team,
the conceptual foundations for the development of
the system of state support for the agricultural sec-
tor of the Ukrainian economy in the context of glo-
balisation are developed and a change in the focus
of support towards promoting the development of
small-scale production and improving the mecha-
nisms and institutional environment for providing
state assistance, in particular, for the development
of rural areas, is proposed.

A broad discussion regarding the state sup-
port for the agricultural sector continued in Ukraine
during the preparation for WTO membership (2008).
Analysis of theoretical and applied aspects of state
support for the agricultural sector in the context of
compliance with the provisions of the agreement
on agriculture, signed within the framework of the
protocol on Ukraine’s accession to the WTO, a clear
distinction between measures of internal support
for agriculture between those that do not affect the
production and trade of agricultural products (mea-
sures of the “green box”) and those that cause a dis-
torting effect on trade (measures of the “yellow box”),
the possibility of repurposing individual subsidies
for permitted areas, determining the volume and
modes of use of “boxes” became the main research
topics of S. Kyryzyuk [6], Kobuta [7], M. Kropyvko [8],
O. Mogylnyi [9], P. Gaidutskiy [10] and others.

The investigation of agricultural protectionism
in the context of signing the association agreement
between Ukraine and the EU and further harmoni-
sation of Ukrainian and European legislation is given
a prominent place in the studies by T. Zinchuk [11],
I. Kobuta [12], T. Ostashko [13], A. Khodakivska [14],
A. Zagurskiy [15], Y. Lupenko [16], A. Panuhnyk [17].
T. Zinchuk and O. Skidan, emphasising the advantages
of financial support for farmers in the EU countries,
note the presence of “the existing skew of the current
mechanism for distributing direct payments, which
does not contribute to the development of small farms
and reduces their competitiveness”, and emphasise
the need to change the “design of direct payments in
order to ensure greater efficiency and accessibility di-
rectly by farmers” [18, p. 113-125]. H. Hryhorieva [19],
P. Kulinych [20], and O. Gafurova [21] have devoted
their study to the problems of the legal provision of
state support for agriculture.

Investigating the support of the agricultural
sector as a state financial mechanism for improving
the efficiency of agricultural production, researchers
focus on the fairness of its distribution, restrictions
that exist for small producers, and preferences that
large agricultural enterprises have [22]. Based on the
experience of some European countries, for exam-
ple, Germany, where there is no support for large
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agricultural producers at all (there is a principle:
higher profits — higher taxes), and the regulations
of the CAP EU (Common Agricultural Policy of the
EU) on the introduction of additional social and en-
vironmental requirements for profitable enterprises
to receive state assistance [23], Ukrainian researchers
suggest improving the regulatory requirements for
providing and receiving support, considering as-
pects of fair distribution of funds between different
groups of producers.

Together with a thorough investigation of var-
ious aspects of supporting the agricultural sector,
especially its economic feasibility, the issues of the
general efficiency of public funds allocated to support
the agricultural sector remain rather understudied.
In the context of a long-term budget deficit, in par-
ticular, aggravated by the conduct of military opera-
tions, the effect of using public funds should be mul-
tiplicative, and one of its mandatory manifestations
should be the promotion of inclusive development
of rural communities. This paper is aimed at investi-
gating this particular aspect.

» Materials and Methods

The methodological basis of the research is theoretical
generalisations and substantiation of the role of ag-
riculture in rural development on an inclusive basis.
Systematisation of direct channels of influence of
agricultural activities on inclusive development al-
lowed forming a system of indicators for operational
monitoring and forecasting of prospects for increas-
ing inclusion in social development. Using general
methods of analysis and synthesis in the develop-
ment of laws and regulations that directly regulate
the system of state support in Ukraine, it is specified
that non-compliance with legislative norms has a
multi-vector negative impact and violates the es-
tablishment of sustainable development conditions
based on inclusivity.

Empirical research was conducted based on the
data of the “Report on recipients of state support in
the agricultural sector for 2019-2021", published by
the Ministry of Agrarian Policy and Food of Ukraine.
Using the statistical and economic method, recipi-
ents of state support were grouped by different sta-
tuses, programmes, and areas; analytical data on the
dynamics of indicators were processed and patterns
of distribution of support funds were identified. Ag-
ricultural dependence of the budgets of territorial
communities was determined based on data from the
state web portal of the budget for citizens [24]. Using
mathematical analysis methods, the share of taxes in
the budget revenues of territorial communities, which
depends on agricultural production, was calculated.

The information base of the study is formed
based on publicly available statistical data of the
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state statistics service of Ukraine, reports of the
Ministry of Agrarian Policy and Food of Ukraine,
web portals of territorial communities, and Internet
resources with information about these producers
of agricultural products. The location of production
facilities and the main activities of agricultural pro-
ducers were determined based on open data from
the counterparty verification service YouControl [25].
To form a sample of subsidised budgets of territo-
rial communities, data from the analytical portal of
community capacity were used [26].

Tabular and graphical methods were used to
visualise the results of the study. The abstract and
logical method was used to generalise conclusions
and formulate proposals.

» Results and Discussion

The development of communities, especially those
dominated by rural settlements, is significantly
dependent on agriculture. The agricultural sector
prevails in the rural labour market and provides
employment for 38% of the employed population.
Although 2/3 of these farmers work informally, they
receive income from agricultural activities [27]. In
total, almost 4.0 million household farms [28], which
is more than 80% of their total number, produce ag-
ricultural products for their own consumption and
for sale, and their well-being depends to a greater or
lesser extent on agriculture. Agricultural activities
have a significant impact on the budgets of territo-
rial communities. In 2021, a third of local budget tax
revenues were generated by agricultural production.
Payment for land (land tax and rent from individuals
and legal entities), a single tax from agricultural pro-
ducers, and personal income tax on income from
renting out land in the budgets of some rural com-
munities reached more than 50% of tax revenues.
Among the most agrarian-dependent communities
are Horodkivska rural community of the Vinnytsia
Oblast, whose budget tax revenues are 50% depen-
dent on agriculture; Mykhaylivska rural community
of the Poltava Oblast — 56%; Blahodatnenska rural
community of the Mykolaiv Oblast — 58.9%; Kochu-
beyivska rural community of the Kherson Oblast —
62%; Ulanivska rural community of the Vinnytsia
Oblast—62.2%; Krasnopilska rural community of the
Zhytomyr Oblast — 65.5%, and others [24].

Thus, the agricultural sector as a system-form-
ing sphere of the rural economy and social devel-
opment of communities becomes one of the main
economic factors of inclusive rural development.
Ensuring productive employment and income of
the rural population, and forming the revenue side
of community budgets are direct channels for the
impact of agricultural activities on inclusive rural
development (Fig. 1).




iy
s
(5]
-}
=
i
=
=
=]
=
i
on
<

Rykovska @

Employees at agricultural

enterprises
Informal employment
in the agricultural sector
N
)
Consumption of own grown £
products S
)
g
<=
Sale of own grown products .g
g
E
Single tax from agricultural -
[ producers
[ Land fee
Income tax from renting
| out land

Figure 1. Channels of direct impact of agricultural activities on inclusive rural development

Source: compiled by the author

Changes in quantitative and qualitative indi-
cators of certain factors, namely, an increase in the
level of productive employment in the status of
employees or self-employed persons, a decrease in
informal employment, an increase in individual in-
come from agricultural activities and tax revenues to
the budget, will increase the well-being of the pop-
ulation, access to quality goods and services and,
accordingly, will contribute to socio-economic de-
velopment on an inclusive basis.

As noted above, agricultural production in the
vast majority of countries, including developed ones,
is supported by the state. Budget resources are spent
to stimulate agricultural production, ensure food se-
curity, etc. The impact of support on rural develop-
ment is evaluated separately. This study tests the

hypothesis as to what extent the existing state support
for farmers in Ukraine contributes/hinders rural devel-
opment on an inclusive basis. Financial support for the
agricultural sector is one of the protectionist measures
of the state. The level of agricultural protectionism
depends on legally established norms and econom-
ic opportunities, and its course depends on estab-
lished development priorities. The Law of Ukraine “On
Amendments to the Budget Code of Ukraine” provides
“to establish that in 2017-2021 the annual amount of
funds from the national budget of Ukraine allocated
for state support of agricultural producers is not less
than 1% of output in agriculture” [29]. The actual vol-
ume of state support for farmers is significantly lower,
and this trend has continued throughout the entire
period of operation of the Law (Table 1).

Table 1. Regulatory and actual volumes of state support for the agricultural sector

2017 2018 2019 2020 2021
Agricultural output, million UAH" 707,792 847,587 842,767 892,852 1,017,851,3*
State support for the agricultural sector, 5,379.3? 4,237.07 4,567.7° 4,031.4° 4,712.4°
billion UAH
Legally established support rate (1%), 7,077.92 8,475.87 8,427.67 8,928.52 10,178.51
billion UAH
Compliance with the legal norm, % 76.0 50.0 54.2 45.2 46.3

Source:

'Economic accounts of agriculture (production account and income generation account) [30]

2The Law of Ukraine “On the National Budget of Ukraine” for the corresponding years.

SReport on recipients of state support in the agricultural sector [31]

*Calculated data. In 2021, the index of agricultural products compared to 2020 was 114.4% (the volume of agricultural
products in constant prices is used to calculate the index). Express issue of the State Statistics Service of 01/18/2022

Agricultural output index in 2021 (preliminary data) [32]
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In 2017, the volume of state support amounted
to 76% of the norm established by law, and agricul-
tural producers did not receive almost UAH 1.7 billion.
In the future, despite the increase in gross agricul-
tural output, support remained almost at the same
level, and in 2020 its volume amounted to only 45.2%
of the expected amount according to the norms. In
other words, the legislative regulation of certain pro-
visions does not guarantee the allocation of funds
in full, which indicates the exclusive dependence
of state financial support on the capabilities of the
budget and the priorities of the authorities. Restric-
tions on public financial resources increase compe-
tition in access to support funds and increase atten-
tion to the effectiveness of their use. More powerful
agricultural enterprises have advantages in the fight
for limited finances, and thus insufficient funding
to support the agricultural sector becomes the first
factor in the exclusivity of various, including small,
agricultural producers.

Another virtually unimplemented legislative
initiative was amendments to the Law of Ukraine
“On State Support for Agriculture of Ukraine” re-
garding new principles of state support, compliance
with which should contribute to the preservation of
multi-layered agriculture and the sustainability of
food systems. In particular, the established principle
of fairness should be ensured by the proportionality
of the distribution of state support and limiting the
maximum amount of support per producer of agri-
cultural products, and the principle of “targeted area
of state support — priority provision of state support
to small farms, including family farms that own and/
or use no more than 100 hectares of agricultural
land” [33]. The adopted legislative innovations are
not reflected in the practical plane. Neither the pro-
cedures for using support funds nor the passports of
budget programmes set requirements for compli-
ance with the implemented initiatives. Regulation of
recipients of state support, considering preferences
for small farms, would help to increase the level of
inclusion [34]. Thus, failure to comply with the le-
gally established norms on the volume of support
and the principles of its distribution violates the
establishment of the economic basis for Inclusive
development.

Given that public finances, first of all, should en-
sure the fulfilment of national needs for socio-eco-
nomic development, the allocation of sectoral and/or

industrial support should be accompanied by the
establishment of clear requirements of a public na-
ture. When allocating state allocations to support
the agricultural sector, it is necessary to take into
account a number of external effects, in particular
the socio-economic impact on the development of
communities where the main activities are carried
out, the payment of taxes to both local and state bud-
gets, job creation, compliance with environmental
standards, etc.

According to the “Report on recipients of state
support in the agricultural sector” in 2019-2021, the
total amount of state support amounted to UAH 13.3
billion [31]. Its recipients were about 19 thousand ag-
ricultural producers. Among the main beneficiaries
are powerful farms of the agricultural holding type;
producers whose land bank is more than 1,000 hect-
ares; farms that are registered in the register of large
taxpayers, which, according to the norms of the tax
code, include companies with an annual income of
more than EUR 50 million or a total amount of an-
nual contributions to the state budget of more than
EUR 1.5 million [35]. But farms that cultivate land
with an area of up to 50 hectares (their share is 47.3%
of working farms [36, p. 164]), and households are
almost deprived of the opportunity to use financial
support from the state. Currently, there are no real
preferences to support small agricultural producers,
who most need additional financial resources.

Accordingto the above-mentioned report, during
the study period, individuals (households) received
only 8.2% of the total amount of support [31]. In 2019,
support was provided for the cultivation of young
cattle, in 2020-2021 - in support of beekeeping (Ta-
ble 2). In 2019, about 100.0 thousand recipients of the
“subsidy for young animals” used state support. This
is the largest number of individuals who received fi-
nancial support during the period. In 2020-2021,
beekeepers could receive a special budget subsidy
for existing bee colonies. The number of recipients
annually was about 5 thousand people [37]. Through
the mechanism of additional payment of USC to
members/heads of family farms, the state redistrib-
uted UAH 603.6 thousand. Considering that the min-
imum amount of USC for one person in 2021 was
UAH 15,950, and the possible amount of additional
payment by the state was 0.9 of the minimum insurance
premium [38], the number of recipients of this type of
support was less than 100 people.

Table 2. State support for households (individuals)

Share in the
Year Area of state support S‘:ﬁgg;::?g:}}t’ u:)tfasll?;;z:zt
%
2019 Special budget subsidy for raising young cattle 615,356.5 13.5
2020 Special budget subsidy for existing bee colonies 239,798.8 5.9
2021 Special budget subsidy for existing bee colonies 240,000.0 5.1

Source: Report on recipients of state support in the agricultural sector [31]
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Financial support for households that produce
agricultural products is an important factor in eco-
nomic inclusion. These financial resources increase
the production potential of small agricultural pro-
ducers, contribute to the development of the local
economy, and improve the well-being of the rural
population. But given the number of recipients, such
government support remains a scarce resource with
limited impact on the inclusivity of rural development.

Among the recipients of state support in almost
all of them are farms. This category of producers in-
cludes farms with 20 hectares of land, as well as with
5,000 hectares or more. Due to the lack of differenti-
ation of farms by their size or volume of production/
income, the principles of fair distribution of support
funds and monitoring of their target direction are vi-
olated. As a result, farmers who produce high-mar-
gin cereals, oilseeds, and chicken receive high-value
state support funds. But small farms rely exclusively
on their own resources and ensure the production of

Other
4%

Financial support
for the development
of farms
5%

State support for
the development of
hops, planting young
vineyards and berry
orchards
9%

\

Financial support
for activities in the
agro-industrial
complex by reducing
the cost of loans
21%
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labour-intensive vegetables, fruits, berries, livestock
products, etc. Without a clearly defined classification
of farms and rationing of criteria for classifying them
as large, medium, and small, state support will con-
tinue to finance profitable agricultural businesses.

The analysis of only the areas of state support
indicates the preservation of preferences for large
farmers. The largest amount, as in previous years,
was allocated to support animal husbandry - UAH
5.1 billion (Fig. 2). In certain areas of the programme
“State support for the livestock industry”, more than
2/3 of funds were received by corporate structures,
in particular, for partial reimbursement of the cost
of construction and reconstruction of livestock
farms and complexes (28%), partial reimbursement
of purchased breeding animals for further reproduc-
tion (19%), partial reimbursement of construction
and reconstruction of grain storage and processing
enterprises (15%). The corresponding activity is car-
ried out only by large agricultural producers.

State support for
livestock industry
38%

Partial compensation
of the cost of
machinery and
equipment of
domestic production
23%

Figure 2. Distribution of state support in the agro-industrial complex during 2019-2021
Source: Report on recipients of state support in the agricultural sector [31]

The situation is similar in the areas of “Financ-
ing partial compensation for the cost of machinery
and equipment of domestic production”, and “Fi-
nancial support for activities in the agro-industrial
complex by reducing the cost of loans”, for which
UAH 3.1 billion and UAH 2.7 billion were allocated,
respectively. Recipients of funds are mainly large
farmers. The main limiting factors for attracting
amalgamated communities and farmers to these
programmes are: a large amount of collateral, which
ranges from 150 to 300% of the loan amount; small
management sizes (% of all farms have up to 100 hect-
ares of agricultural land in their land use); insufficient
level of documented financial turnover, etc. [22].

Only 5% (UAH 0.7 billion) of the total amount was
allocated for financial support for the development

of farms. But even in this group of recipients, there
are farms with hundreds of hectares of land, produc-
tion volumes that allow forming batches of products
for sale on the Electronic Grain Exchange, and the
need for equipment worth hundreds of thousands
of UAH.

As a result, in accordance with the directions
of financial support and the use of funds, the indi-
vidual sector, including small farms, potentially re-
ceived about 15-20% of the total support. Despite
the fact that its share in the production of agricul-
tural products is 46% [36, p. 45]. The asymmetry of
the distribution of support funds among recipients
increases the polarisation of the production potential
of farmers, eliminates the competitive advantages of
small producers, and makes it impossible to develop
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multi-layered agriculture. The long-standing dis-
proportionality in the distribution of state support
undermines the foundations for the formation of
family management and the development of multi-
culturalism in rural areas. “The creeping process of
latifundation and monopolism and displacement of
small and medium-sized enterprises in the future
threatens a complex of destructive consequences
for rural areas” [39] and undermines the country’s
food security. State support for the agricultural sector
does not promote inclusive development, but rather
strengthens intersectoral (corporate vs individual)
segregation.

A detailed analysis of recipients of state financial
support for the agricultural sector (the top 30 recip-
ients were determined annually) shows that about
20% of the total amount of funds allocated during
2019-2021 is used by a very limited, partially recur-
ring circle of agricultural producers. Among the
66 leading companies, 6 companies received support
annually, 9 more — twice during the period, the rest —
used the state’s financial resources for one year. Ac-
cording to the organisational and legal status of the
leaders-recipients of support, only 7 farms (10%)

received state support, the rest were limited liabil-
ity companies, private companies and joint-stock
companies. The rating of recipients is headed by
JV LLC “Niva Pereyaslavshchiny”, which has ob-
tained UAH 164 million of support in the “Partial
reimbursement of the cost of production of live-
stock farms and complexes, milking parlours, agri-
cultural processing enterprises”. Another UAH 15.7
million was received in other areas. The company
operates on more than 20.0 thousand hectares of
agricultural land and is a vertically integrated busi-
ness model that specialises in growing and storing
grain, producing mixed feed, fattening pigs, meat
processing, and selling products through its own
retail network. Next in the rating is LLC “Vinnytsia
Poultry Farm”, which in the direction of “Partial re-
imbursement of the cost of production of livestock
farms and complexes, milking parlours, enterprises
for processing agricultural products” in 2019 received
almost UAH 112 million of support; in 2020 - UAH
48.9 million. The company specialises in poultry
breeding. Other agricultural companies that re-
ceived more than UAH 50 million of state financial
support during 2019-2021 are shown in the Table 3.

Table 3. Top 13 recipients of state support, 2019-2021

Agricultural Regii;ttrl?;ion
Rating Company name Mam q lanq un.d e Support Register
specialisation cu:’t:;l;;:zn, amount, UAH oflarge
taxpayers
JV LLC “Niva Pereyaslavshchiny” 01.11 23.0 179,719,065.0 Yes
LLC “Vinnytsia Poultry Farm” 01.47 0.1 164,942,219.0 Yes
FG “Gadz” 01.24 0.670 135,763,163.0 No
LLC “PK Dniprovskyi” 01.47 - 130,719,261.0  Periodically
LLC “Buchachagrokhlibprom” 01.11 224 127,457,185.0 No
LLC “Agrarian company 2004” 01.11 35.0 112,131,801.0  Periodically
LLC “Intelko Agro” 0L.11 94.1 101,867,151.0 Yes
PRJSC “Malynove” 01.47 - 101,756,540.0 No
AP NPP “Vizyt” 01.11 9.0 72,163,247.0 No
LLC “Agrofirma Pischanska” 0L.11 5.6 71,875,305.0 No
LLC “Baryshivska grain company” 01.11 53.0 62,467,983.0 Periodically
JLLC “Druzhba-Nova’ 0L.11 109.5 55,453,271.0 Yes
LLC “Pyatidni” 0L.11 15.9 50,000,000.0 No

Source: Report on recipients of state support in the agricultural sector [31]

Nine of thirteen companies specialise in the
cultivation of cereals (except rice), legumes, and
oilseeds, one — in the cultivation of pome and stone
fruits, apples, pears, and seedlings, and the main ac-
tivity of the rest is poultry breeding. In the cultiva-
tion of these agricultural companies specialising in
crop production, there are from 20 to 100 thousand
hectares of agricultural land. Half of the companies
belong to vertically integrated business structures.
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The companies JV LLC “Niva Pereyaslavsh-
chiny”, LLC “Vinnytsia Poultry Farm”, LLC “PK
Dniprovskyi”, LLC “Enselko Agro”, JV “Druzhba-Nova”
are registered in the Register of large taxpayers. Two
more companies—“Agrarian company 2004” and LLC
“Baryshevska Grain Company”, receiving state funds
annually, were registered in the register for one year.
Registration in the Register indicates large financial
turnover, while due to gaps in the legislation, it does
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not guarantee the payment of significant amounts
of taxes. Some of the listed companies, in particular,
those that specialise in poultry breeding, are regis-
tered as single tax payers of group 4 and pay a fixed
amount, which depends on the regulatory and mon-
etary assessment of agricultural land (in 2021, the av-
erage tax amount was UAH 1,320.0/month). Having
significant assets, and receiving state support in the
amount of more than UAH 50 million, companies
pay symbolic taxes and receive super-profits, including
at the expense of the state budget.

As noted above, the main specialisation of
most top companies is crop production. The level of
profitability of crop production in 2020 was 22.3 %
(wheat — 33%, sunflower — 29%) [40]. Thus, the state
finances a profitable agricultural business without
any restrictions. requirements for compliance with
the principles of sustainable agricultural develop-
ment. The current procedures for the use of funds,
which determine the mechanism for providing state
support and passports of budget programmes that
predict the effective performance of programmes,
are devoid of requirements and obligations of a so-
cial and environmental nature. In the context of lim-
ited fiscal capacity, agricultural policy should focus
not on financing the development of large profitable
agribusinesses, but on supporting multi-agricultur-
alism and achieving synergies between economic,
social, and environmental budgetary resources.

Another fact points to the public irrationality
of the existing distribution of state support funds.
By supporting powerful agricultural enterprises,
the state allegedly helps to increase export revenue
and fill the budget. This allows for further redistri-
bution of budget funds, including financing social
programmes related to low incomes of the popula-
tion. At the same time, the volume of payments for
unemployment benefits, assistance to low-income
families, the provision of benefits and subsidies to
pay for housing and communal services, etc., can
be significantly reduced by reducing the number of
people in need of this assistance. Simplification of
access and establishment of preferences for receiv-
ing direct support by small farms and rural farm-
type households, of which, according to expert es-
timates, there are at least 600 thousand [22], would
help strengthen the productive potential of farmers,
increase their well-being and would have a multiplier
effect in the field of rural development.

Agricultural production of companies is car-
ried out in rural areas. The analysis of the impact
of their production and financial activities on local
budgets is assessed through the level of subsidisa-
tion of communities. Six communities where JV LLC
“Niva Pereyaslavshchiny”, LLC “Vinnytsia Poultry
Farm”, LLC “PK Dniprovskyi”, LLC “Entelko Agro”,
LLC “Agrofirma Pischanska”, JV “Druzhba-Nova”
are registered transfer a reverse subsidy to the state
budget, which indicates a high level of financial vi-
ability of these communities, including due to the
activities of agricultural producers. Three communi-
ties with four top agricultural companies registered
receive a basic subsidy from the state budget. The
most significant is the Trybukhivska rural territorial

community of the Ternopil Oblast with a population
of 8.8 thousand people, on the territory of which
FG “Gadz” and LLC “Buchachagrokhlibprom” are
registered and operate. Receiving millions in state
support annually, in particular in 2021 - almost
UAH 100.0 million, payments of companies to the
budget, for example, personal income tax, which is
considered when calculating the volume of equali-
sation subsidies, were so small that they led to the
need to receive UAH 5.875 million of the basic sub-
sidy. This became possible both due to imperfect
legislation on taxation of producers and opportuni-
ties for shadow businesses, and the lack of current
monitoring of the use of funds, analysis of the real
effectiveness of the use of public finances from the
standpoint of their public function.

Given the difficult economic situation in the
country, the budget deficit, the significant need for
public finances and competition in their distribu-
tion, it is necessary to radically change the policy
of state production support in the agricultural sec-
tor. All programmes funded by the state should be
aimed at obtaining a public effect and take into ac-
count the inclusive aspect — justice in access, distri-
bution, and quality. In order to reduce the economic
polarisation of the production potential of farmers,
aggravated, among other things, by state support, it
is necessary to change the conditions for providing
and controlling the use of public funds.

In order to balance the economic, social, and
environmental components of development, rational
use of public finances and achieve public interests,
it is necessary to change the vector of state support
for the agricultural sector in favour of small produc-
ers. Firstly, the share of state financial support pro-
vided to small producers and households should be
clearly normalised. Distribution of support should be
carried out according to the contribution of each sec-
tor to the total production. Households together with
farms produce 46.1% of agricultural products, includ-
ing 50.2% of livestock products and 44.9% of crop
production. This proportion should at least be main-
tained in the distribution of financial support.

Secondly, all recipients of budget support should
be transferred to the general tax system and it is nec-
essary to set a minimum support threshold for using
tax benefits.

Thirdly, recipients of support in the amount of
more than UAH 10 million need to set a mandatory
minimum number of jobs created.

Fourthly, recipients of support, the total amount
of which for three years amounted to more than
UAH 50 million, must finance the community devel-
opment fund, where production activities are carried
out, in the amount not lower than the basic equali-
sation grant of the corresponding community.

Continuing the search for effective means of
supporting agricultural producers, the Ministry of
Agrarian Policy in 2022 introduced a programme
for providing microgrants for the development of
horticulture (for planting and arranging a new gar-
den, berry patch, vineyard). With 30% co-financing,
farmers and sole proprietors can become recipients.
An additional requirement is the return of 50% of the
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grant to the budget in the form of taxes and fees
for 5 years [41]. Another grant support will be co-fi-
nancing the development of greenhouses. Both pri-
vate entrepreneurs and agricultural companies or
farms that own or lease land for a period of at least
25 years can become participants of the programme.
Under the terms of this programme, recipients will
be required to pay 50% of the grant amount in the
form of taxes and fees for 3 years and employ more
than 40 employees.

Given the complicated conditions for receiv-
ing such assistance and the financial “exsanguina-
tion” of farmers in wartime, the programme is un-
likely to be too popular. According to the organiser
of the agricultural cooperative “Victory Gardens”
Lubomyr Gaidamaka, “for the construction of a
greenhouse farm on 1.6 hectares of closed ground,
atleast UAH 14 million is needed (excluding the cost
of land and communications). That is, the proposed
UAH 7 million is only 50% of the cost of the complex.
And the most unrealistic condition for fulfilment is the
creation of 40 jobs, while a maximum of 18-20 work-
ers are needed for a greenhouse complex on 2 hect-
ares” [42]. Given that 50% of the grant amount will
need to be returned in the form of taxes, this type
of state support becomes practically a loan for pro-
ducers, and not grant assistance. The proposals to
improve state support clearly highlighted the points
regarding the mandatory creation of new jobs and the
elimination of tax benefits. But it is necessary to start
implementing these initiatives carefully, based on
thorough calculations, and, of course, not in wartime.

» Conclusions

The agricultural sector as a system-forming sphere
of the rural economy is also becoming crucial for
rural development based on the principles of inclu-
sivity. The main channels of influence are the cre-
ation of opportunities for productive employment,
income generation for the rural population, and
the establishment of budget revenues for territorial
communities. At the same time, the efficiency of ag-
riculture in terms of its social significance largely de-
pends on state regulation, including state support.
To achieve the main goal of state support,
namely, stimulating agricultural production and en-
suring food security, conditions, requirements, and
areas of financing are constantly being improved. At
the same time, the adopted legislative innovations
regarding the minimum standards for the amount of
support and improvement of principles in favour of
fair distribution of funds and prioritisation of small
producers were not reflected in the practical plane.
At the same time, the trend of supporting large-scale
production remains unchanged. Public finances
in Ukraine are too expensive a resource, and the
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distribution of funds should be aimed at obtaining a
synergistic effect. In particular, state support for the
agricultural sector should promote its development
on the basis of sustainability in compliance with
economic, social, and environmental requirements.
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receive super-profits at the expense of budget funds,
etc. Other farmers do not have enough financial re-
sources, which restricts access to new technologies
and equipment and makes it impossible to increase
productivity and competitiveness. The existing sys-
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to compliance with the principles of inclusion, but
also performs exactly the opposite role. Due to state
support, the gap between the production opportuni-
ties of farmers, the profitability of their management
increases, and the uneven development of the agri-
cultural sector and rural areas as a whole increases.
Rural communities, having a very valuable potential
for agricultural production, remain subsidised and
limited in financial resources.

Most studies on state support for the agricul-
tural sector are devoted to determining the eco-
nomic effects for producers, analysing the impact of
additional financing on increasing production and
increasing economic profitability. The authors of
this study focused on the issues of public efficiency
of public funds allocated to support the agricultural
sector. In the context of a long-term budget deficit,
in particular, aggravated by the conduct of military
operations, the effect of using public funds should
be multiplicative, and one of its mandatory manifes-
tations should be the promotion of inclusive devel-
opment of rural communities.

The changes proposed based on the results of
the study in the system of distribution and use of
state support funds, improving the conditions for
its provision will contribute to the preservation of
multilateralism of agriculture and the sustainability
of food systems, expanding the circle of recipients
and strengthening the financial stability of small
producers, increasing revenues to local budgets, im-
proving the efficiency of the use of public finances
in terms of their public function, the establishment
of sustainable foundations for rural development on
an inclusive basis.
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D,ep)KaBHa nlﬂTpMMKa arpoceKTtTopa B KOHTEKCTI
iHKJTIO3UBHOIO CifiIbCbKOIo PO3BUTKY

OKcaHa BonognmupiBHa PUKOBCbKa

IHCTUTYT EKOHOMIKM Ta NporHo3yBaHHA HAH YkpaiHun
01011, Byn. NaHaca MumpHoro, 26, M. Kui, YKpaiHa

» AHoTaLifl. ATpapHHIi CEKTOP SIK CHCTEMOYTBOPIOIOYA chepa CiTbCbKOT EKOHOMIKHU CTa€ BUBHAYATIBHUM JIJISI CIlIbCHKOTO
PO3BUTKY Ha 3acajax iHKJIIO3WBHOCTI. BIJIUB NepskaBu HA PO3BUTOK CEKTOpa 3acobamMu (piHAHCOBOI MiOTPUMKH
Mae He JIUIIe CIPUATU MOCUJIEHHIO BUPOOHUYNX MOTYKHOCTe! Ta KOHKYPEHTHUX IlepeBar TOBapOBUPOOHUKIB, a i
MO3UTHUBHO NTO3HAYATUCA HA PO3BUTKY CiTbCHKOI MiCII€BOCTI Ta IiJBUIIYBAaTU MOK/INBOCTI 3a/Iy4eHHS HaCeJeHHA y
cycminbHe )KUTTA. Lli 3aBIaHHA aKTyaJsli3yl0TbCA B yMOBaX TPUBAJIOr0 OIOsKETHOro AedilluTy, 30KpeMa I0CUIeHOT0
BeJIeHHsIM BOEHHUX MAiffl Ta HEOOXiJHICTIO CIIPSIMOBYBAaTH Jep)KaBHI KOIITH 3a HANPSIMKAMU 3 HaWOigbIINM
MyJIBTUILUTIKAaTUBHUM e(eKToM. MeToIo CTaTTi € NOC/IiPKeHHs BIUIMBY JIepyKaBHOI (DiHAHCOBOI HMiATPUMKH arpapHOTO
CEeKTOpPY Ha CUTBCHKUH PO3BUTOK 3 MO3UIIil JOTPUMAHHS MPHUHIUIIB CTAIOCTi Ta 3abe3mnmedeHHsT iHKJIIO3UBHOCTI
COollia/IbHO-eKOHOMIUYHOT'O PO3BUTKY. [IJ11 1OCATHEHHA BM3HA4€HOI METU BUKOPHUCTOBYBAJIUCH: 3arajJbHOJIOTIUHI
MeTOAM aHali3y i CHHTe3y IpHU OIpalloBaHHI HOPMaTHUBHO-IIPAaBOBUX aKTiB, fAKi Pery/i0l0Th CHUCTEMY JAep>KaBHOI
HNiATPUMKHA B YKpaiHi; CTaTUCTUKO-eKOHOMiYHi MeTOOu /i TPYIyBaHHA OTPHUMYBadiB JepyKaBHOI MiATPUMKHU 3a
PpisHUMHU cTaTycaMu, IporpaMaMH, HallpsAMaMy; METOOW MaTeMaTUYHOT0 aHaJIi3y 1JId OIiHKY JUHAMIKK IIOKa3HUKIB Ta
BUSBJIEHHSI 3aKOHOMIPHOCTEH PO3IOiTy KOIITIB MiATPUMKH, PO3PaXYHKY 3aJIesKHOCTI OIOKETIB TepUTOpiaTbHAX
rpoMaji Bif CiTbCHKOTOCTIONAPCHKOTO BUPOOHUIITBA. [l BisyaJstisarlii pe3yJbrarTiB IOCIiIKEeHHS BUKOPUCTAHO
TabIMYHUN Ta rpadidyHuil MeToqu. AGCTPaKTHO-JIOTIYHUI MeTOo[] 3aCTOCOBYBaBCA 1A y3araJlbHEeHHS BUCHOBKIB Ta
¢opMyII0BaHHA NPOMO3UILiK. 3a pe3yabraraMy IPOBEIEHOro JOC/iIKeHHs, Y T.4. Ha OCHOBI aHasi3y JifgabpHOCTI
arpoKOMIIaHil, sIKi IPOTATrOM TPHOX POKIB OTpUMAaIN HaWbiabITy (hpiHAHCOBY HiNTPUMKY Aep KaBH, OOI'pyHTOBaHA
CyCHinbHA HeparioHaIBHICTh iCHYIOYOTO PO3IOAITY KOIITIB Jep)KaBHOI IMiATPUMKH, [0 COPUYHHSE 301TbIIEHHS
PO3PUBY Mi’k BUPOOHUYINMHI MOYKJINBOCTAIMHE arpapiiB, IOCHJIEHHSI HEPiIBHOMIPHOCTI pO3BUTKY arpapHOTO CEKTOpa
i cinmbecpKkoi MictieBocTi 3arasoM. 37ilicHeHe yIOCKOHAJIEHHSI 3aKOHOJABYMX HOPM He 3HAWUIIJIO BimoOpaskeHHS y
MPaKTUYHIN IJIOIIMHI, TOXK 30€epiraeThcs TEHAEHIlis ACUMeTPUYHOTO0 PO3IO/i/TY KOLITiB Ha KOPHCTH BEJTUKOT0 Oi3HECY.
ApryMeHTOBaHO HeOOXiIHiCTb BIPOBaIKeHH HU3KU 3MiH y CHCTeMY PO3IIOIily Ta BUKOPUCTAaHHSA KOIIITIB JepsKaBHOI
(hiraHCOBOI MATPUMKY arpapHOTO CEKTOPA, III0 CTOCYIOTHCS HOPMAaTUBHO-IIPABOBOTO 3abe3IeYeHHsI Ta KOHTPOJTIO 32
110ro BUKOHAHHSM, IIOCUJIEHHSI BUMOT O OTPUMYBauiB KOIITIB B YaCTUHI €KOHOMIYHOI Ta COLia/IbHOI BiIIOBia/IbHOCTI
ISl CIIPUSTHHST PO3BUTKY CUIBCBKUX TEPUTOPiA HA 3acajax iHKIO3WBHOCTI. ONHIEI0 3 YMOB BCiX mporpam, ski
¢inancye neprxaBa, Mae cTaTu IpiopuTesalis JOCATHEHHS CYCIIJIBHOTO epeKTy Ta MiATPUMAaHHA CTAJI0T0 PO3BUTKY.
BpaxyBaHHS 3alpONOHOBAHUX 3MiH CIpUATHMe 30epeskeHHIO 6araToykJagHOCTi CiIbCBKOTO TOCIOJapcTBa Ta
CTIKOCTI MPOIOBO/IBYMX CHCTEM, PO3LIMPEHHIO KOJIa OTPUMYBAYiB MiATPUMKHU Ta IMOCUJIEHHIO (hiHAHCOBOI CTIHKOCTI
MaJIuX BUPOOHMKIB, 301/IbIIIEHHIO HAIXOAKeHb 0 MiCI[eBUX OO KeTiB, MiIBUIIEHHIO e()eKTUBHOCTI 3aCTOCYBaHHA
JepskaBHUX (piHAHCIB 3 TOYKM 30py IX CYCHiNBbHOI (DYHKII], JOCATHEHHIO CUHEPreTUYHOro edeKTy Bii BAKOPUCTaHHSA
OIO/PKEeTHUX KOINTIB B eKOHOMIYHIN, COIia/IbHIA Ta eKoJIOTiuHil cdepax, HOPMYBaHHIO CTIHKHX OCHOB CiJTbCHKOTO
PO3BUTKY Ha IHKJIIO3UBHUX 3acafax

» Kno4oBi cnoBa: cibCchbKe rocronapcTso, (piHaHCcoBa MiATPUMKA, CTATUA PO3BUTOK, arPOBUPOOHUKHI
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