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Bioeconomy development in Europe in conditions of 
the globalization challenges 

 
* Scientific problem. To cope with an increas-
ing world population, rapid depletion of re-
sources, increasing environmental pressures 
and climate change, Europe needs to change its 
approach to production, consumption, process-
ing, recycling and disposal of bio-resources. 
The Europe 2020 Strategy calls for a bio-
economy as a key element for smart and growth 
in Europe. Advancements in bio-economy re-
search and innovation uptake will permit 
Europe to improve the management of its re-
newable biological resources and to open new 
markets in food and bio-based products. Estab-
lishing a bio-economy in Europe holds a great 
potential: it can create economic growth and 
jobs in rural and industrial areas, reduce fossil 
fuel dependence and improve the economic and 
environmental sustainability of primary produc-
tion and processing industries. The bio-
economy thus contributes significantly to the 
objectives of the Europe 2020 flagship initia-
tives "Innovation Union" and "A Resource Ef-
ficient Europe".  
                                                 

* Scientific supervisor – M.M. Il`chuk, doctor of eco-
nomic sciences, professor, corresponding member of 
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Analysis of recent researches and publica-
tions.  There are a lot of works both of the 
Ukrainian and foreign authors devoted to the 
bioeconomy formation and development. For 
example, Shubravska O. analyses the world ex-
perience of the bioeconomy development [5], 
Ryabchenko O. emphasizes the social element 
and forms the definition of the bio-social econ-
omy as a form of economic activity based on 
interaction of three systems – economic, ecolo-
gic and social that is defined by processes of 
mutual exchange by renewal bio-resources with 
the aim of saving of ecological balance for the 
next generations [4]. Potapenko V. makes or-
ganizational and economic mechanisms which 
allow instilling the principles of “green” econ-
omy [3]. Researches of the European project 
«Systems Analysis Tools Framework for the 
EU Bio-Based Economy Strategy» (SAT-BBE) 
make the systematic analysis of the bioecon-
omy, define its role, place and impact on the 
other sectors, particularly economic, ecologic 
and social impacts with developing of concep-
tual instruments, identify and analyze main ef-
fects of feed-back between the bio-economy 
and other parts of the system. So it is necessary 
to study and systematize the European experi-
ence what is the article is devoted. 
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The objective of the article is to analyze 
and summarize the objectives and principles of 
the bio-economy in Europe. 

Statement of the main results of the study. 
Europe is confronted with an unprecedented 
and exploitation of its natural resources, sig-
nificant irreversible changes to its climate and a 
continued loss in biodiversity that threaten the 
stability of the living systems on which it de-
pends. This is exacerbated by a world popula-
tion expected to increase by more than 30% in 
the next 40 years, from 7 billion in 2012 to 
more than 9 billion in 2050.  

The bio-economy provides a useful basis for 
such an approach, as it encompasses the pro-
duction of renewable biological resources and 
the conversion of these resources and waste 
streams into value added products, such as 
food, feed, bio-based products and bioenergy. 
Its sectors and industries have strong innova-
tion potential due to their use of a wide range of 
sciences, enabling and industrial technologies, 
along with local and tacit knowledge.  

Global population growth by 2050 is esti-
mated to lead to a 70% increase in food de-
mand, which includes a projected twofold in-
crease in world meat consumption.  

The EU food manufacturing sector and 
households alone waste about 90 million tons 
of food annually or 180 kg per person, not tak-
ing into account losses in agriculture and fisher-
ies. The Strategy will support more resource-
efficient food supply chains in line with the 
Roadmap to a Resource Efficient Europe and 
the Blue Growth Initiative.   

Agriculture, forestry, fisheries and aquacul-
ture require several essential and limited re-
sources to produce biomass. These include 
land, sea space, fertile soils, water and healthy 
ecosystems, but also resources such as minerals 
and energy for the production of fertilizers.  

The EC formulated the following definition 
that was published in the ‘Communication on 
Innovating for Sustainable Growth: A Bioecon-
omy for Europe’ (29 February, 2012): “The 
bioeconomy encompasses the production of 
renewable biological resources and their con-
version into food, feed, bio-based products and 
bioenergy. It includes agriculture, forestry, 
fisheries, food and pulp and paper production, 
as well as parts of chemical, biotechnological 

and energy industries. Its sectors have a strong 
innovation potential due to their use of a wide 
range of sciences (life sciences, agronomy, 
ecology, food science and social sciences), en-
abling and industrial technologies (biotechnol-
ogy, nanotechnology, information and commu-
nication technologies (ICT), and engineering), 
and local and tacit knowledge" [1]. We con-
sider, this is relatively broad and generic defini-
tion, though it is not without some drawbacks, 
it does not directly indicate the concept of sus-
tainable economy (circular economy). 

On this occasion the research project team The 
EU FP 7 SAT-BBE project: Systems Analysis 
Tools Framework for the EU Bio-Based Econ-
omy Strategy stresses although not explicitly 
mentioned, it takes into account the important 
process of moving from a linear towards a circu-
lar economy by using agricultural waste streams 
at farm (e.g. manure), post-harvest (e.g. straw, 
plant residuals) and retail levels (e.g. food wast-
age). Instead of looking at waste as a cost factor 
linked to currently existing bans on dumping 
waste, organic or biodegradable waste could be 
treated as a by-product or return factor of agro-
food and fishery. Moreover, the definition allows 
for an ecosystem-driven green economic and in-
dustrial vision on the bioeconomy, i.e. in which 
fossil fuels are replaced by biobased substitutes, 
not only for energy, but also for material, cloth-
ing, plastic, and chemical applications and non-
market services [11]. The transition towards a 
bioeconomy thus implicitly embeds a transition 
towards a circular economy, ensuring the sustain-
able use of agricultural waste and by-products, 
contributing to new competitive opportunities of 
the concerned sectors, reducing the potential 
harm to the environment and taking into account 
the value of non-market services [10]. 

Global challenges demand global solutions. 
The Bio-economy Strategy will support a glob-
al approach to more sustainable resource use. 
This will include developing an internationally 
shared understanding of biomass sustainability 
and best practices to open new markets, diver-
sify production and address long term food se-
curity issues [1]. 

Investments in research and innovation un-
der this societal challenge will support Europe 
in contributing to food security, climate protec-
tion and sustainability. It will also enable Eu-
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rope to take leadership in the concerned mar-
kets and will play a role in supporting the goals 
of the Common Agricultural Policy, the Euro-
pean Bio-economy Strategy, and more broadly 
of the Europe 2020 strategy and its flagship ini-
tiatives 'Innovation Union' and 'Resource-
efficient Europe [2]. 

The bio-economy encompasses a range of 
established policy areas at global, EU, national 
and regional level which share and adhere to its 
objectives, yet result in a complex and some-
times fragmented policy environment. The Bio-

economy Strategy calls for a more informed 
dialogue, in particular on the role of scientific 
advancement, and better interaction between 
existing bio-economy-supporting policies at EU 
and Member States level. This will provide 
stakeholders with a more coherent policy 
framework and encourage private investment. 
Furthermore, information systems will need to 
be created, building on existing but often un-
connected databases, to monitor the progress of 
the bio-economy (Figure 1). 

 
 
 
 
 
 
 
 
 
 
 

           Informed dialogue                                                                            Support to monitoring 

                                                                                                                                     and policy-making 
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Figure. A policy interaction model for the bio-economy [3]. 

The Bio-economy Strategy will support bet-
ter alignment of EU research and innovation 
funding with established priorities of bio-
economy-related policies. In the same way, it 
will ensure that innovation is taken into account 
at the onset of policy development. The upcom-
ing European Innovation Partnerships (EIPs) 

will have a key role in this respect, as will Joint 
Programming Initiatives (JPIs). A bio-economy 
dialogue that improves the knowledge base and 
fosters informed interaction between policy 
measures at EU, Member State and regional 
level will also provide further stimulus for 
growth and incentives for investments. 

Bio-economy Panel – Flexible discussion platform 
Supports interactions for:  

 Advice on implementation of the Strategy 
 Suggestions for European joint actions and measures 
 Monitoring and evaluation of progress 

Involves actors from: 
 EC services (incl. RTD, AGRI, ENTR, ENV, MARE 
 MS representatives from relevant ministries 
 Stakeholders representatives (industry associations; scientific community, farmers, foresters, fishermen 

Bio-economy Stakeholders’ Conference 
 

Awareness raising and informed dialogue for: 
 Researchers 
 Stakeholders 
 Policy makers 
 Civil society 

 

Bio-economy Observatory 
 

 Capacity mapping  
 Technology watch  
 Bio-economy policy outlook  
 Market monitoring  
 Forward looking activities 

 Existing working / advisory groups and committees (e.g. SCAR, 
AG for LMI on bio-based products) 

 Stakeholders groups 
 EIP, Publ-Publ Partnering, Publ-Priv Partnerships 
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Table 1. The concept of the European bio-economy 

Challenge 

The EU needs a holistic strategy which weaves the bio-economy into the fabric of policy making 
across many sectors throughout its Member States. To be successful, it is essential that we address the 
regulatory fragmentation that exists across the range of policy areas that can enhance the bio-economy. 
This is a problem which is especially keenly felt in Europe and which is much less present for the EU’s 
global competitors. 

Opportunity 

On 13 February 2012 the European Commission adopted its strategy on the bio-economy. This repre-
sents a milestone in the recognition of the potential and value of the bio-economy and its actors across 
Europe. Leading the world in transitioning to an economic model which uses more renewable resources 
is an ambitious goal. EuropaBio believes that the bio-economy strategy, as proposed by the European 
Commission, is an important first step toward the development of a strong and sustainable European 
bio-economy 

Action 

To harness the potential of the bio-economy we call upon EU and national decision makers to: inte-
grate the bio-economy strategy into agricultural, environmental, energy, regional, climate and industrial 
policies; implement the Priority Recommendations from the Lead Market Initiative (LMI) for Bio-
based products to help bridge the gap from research to EU commercialization of sustainable bio-based 
products. The LMI for Bio-based products Priority Recommendations address a range of measures in-
cluding access to feedstock, research and development, access to markets, public procurement and 
communications aspects;  communicate the benefits of the bio-economy with farmers, consumers, in-
vestors, industry, and policy makers via dedicated communication programs. 

Source: [4]. 

An important issue now is the development 
of tools for assessment of bioeconomy impact. 
There are impacts in three areas of sustainable 
development, i.e. environmental, economic and 
social impacts below in Tables 2-4  

The impacts can be positive and negative, 
and they occur at different stages throughout 

the cycle of resources: manufacturing, mining, 
transportation, processing, consumption, reuse, 
recycling and disposal. Moreover, the impacts 
may be different, depending on the level or 
their assessment (where is the limit of system). 

Table 2. Environmental impact indicators of the bioeconomy* 
Resource Impact Indicators 

  Local EU-wide Global 

Land use change 
 

- Change in cropland area 
- Change in grassland area 

- Change in non-arable 
land use (e.g. “marginal” 

land use) 
- Change in forest area 

- Change in short rotation 
plantations 

- Change in cropland area 
- Change in grassland area 

- Change in non-arable land 
use (e.g. “marginal” land 

use) 
- Change in forest area 

- Change in short rotation 
plantations 

Change in cropland area 
- Change in grassland area 

- Change in non-arable land 
use (e.g. “marginal land 

use”) 
- Change in forest area 

- Change in short rotation 
plantations 

Land use intensity 
 

- Change in land use inten-
sity (inputs / outputs / sys-

tem based; e.g. felling 
ratio, crop yields and ani-

mal stocking density) 
- Change in forest carbon 

content 

- Change in land use inten-
sity (inputs / outputs / sys-

tem based; e.g. felling ratio, 
crop yields and animal 

stocking density) 
- Change in forest carbon 

content 

- Change in land use inten-
sity (inputs / outputs / sys-

tem based; e.g. felling ratio, 
crop yields and animal 

stocking density) 
- Change in forest carbon 

content 

Soil quality depletion 
 

- Acidification 
- Salinization 

- Soil carbon content 
- Soil loss (erosion) 

- Bulk density 

Level of soil degradation 
 

Level of soil degradation 
 

Biodiversity loss 
 

-Rate of biodiversity loss 
- Rate of habitat loss (for-

est and agriculture) 
- Rate of forest fragmenta-

tion 

-Rate of biodiversity loss 
- Rate of habitat loss (forest 

and agriculture) 
- Rate of forest fragmenta-

tion 

-Rate of biodiversity loss 
- Rate of habitat loss (forest 

and agriculture) 
- Rate of forest fragmenta-

tion 

Land 

Decline in ecosystem 
service provision 

Change in ecosystem ser-
vice provisioning 

Change in ecosystem ser-
vice provisioning 

Change in ecosystem ser-
vice provisioning 
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continued Table. 2 

Water depletion - Water scarcity 
- Consumptive water use 

- Water Exploitation index 
- Water use for agriculture 

and forestry 
- Water use for manufactur-

ing and recycling 

Water Exploitation Index 

Water 

Water pollution 

- Eutrophication (N, P 
concentration) 

- Toxicity (herbicide con-
centration) 

Level of water pollution Water pollution 

Reduced consumption 
of fossil resources - Change in consumption 

level of fossil resources - 

Increased consump-
tion of biomass - 

- Change in consumption 
level of biomass 

- Change in wood resource 
balance 

- 

Increased re-use of 
biomass - Organic waste diverted 

from landfills  

Materials 

Increased consump-
tion of fish - Change in fish stocks Change in fish stocks 

GHG emissions Change in GHG emissions 
- Change in GHG emissions 
- Change in LULUCF car-

bon baseline 

- Change in GHG emis-
sions 

- Change in LULUCF car-
bon baseline 

Atmospheric pollution 

- Level of emission of air 
pollutants 

- Level of concentration of 
air pollutants 

Level of emission of air 
pollutants Tropospheric ozone 

Air and car-
bon 

Material carbon pools Change in carbon stocks Change in carbon stocks Change in carbon stocks 
*Source: [10]. 

The Roadmap  states that what is needed is 
“…a 'dashboard' of indicators on water, land, 
materials and carbon and indicators that meas-
ure environmental impacts and our natural capi-

tal or ecosystems as well as seeking to take into 
account the global aspects of EU consumption”. 
Work on these indicators as well as targets is 
on-going at the European Commission [2]. 

Table 3. Economic impact indicators of the bioeconomy * 
Indicator Impact Local EU-wide Global 

Change in GDP/CNI Change in GDP/CNI Change in GDP/CNI - 
Development of a new 
market for innovative 

bio-based products 

Change in turnover of 
bio-based sectors 

Change in turnover of bio-based  
sectors  

Change in trade balance 
(imports/exports) - 

- Change in cropland-based biomass 
net trade 

- Change in cropland-based biomass 
product net trade 

- Change in animal-based product net 
trade 

- Change in fish and fish product net 
trade 

- Change in wood net trade 
- Change in forest products net trade 

 

Change in commodity 
prices  

- Change in food prices 
- Change in real wood prices 

- Change in forest products prices 

- Change in food prices 
- Change in real wood prices 
- Change in forest products 

prices 

Change in demand for 
biomass products  

(sectoral shift) 
 

- Change in cropland-based biomass 
demand for products 

- Change in cropland-based biomass 
demand for energy 

- Change in wood/wood fibre demand 
for forest products 

- Change in wood biomass demand for 
energy use 

 

*Source: [10]. 
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Indeed, turnover could be used to measure 
the size of the bioeconomy, but change in turn-
over could also be an impact of the bioecon-
omy. The same goes for the development of 
new markets, which are a result of the bioecon-
omy, but also monitored for the evolution of the 
bioeconomy. Change in food prices is dealt 

within the social indicators. Change in em-
ployment could be classified as an economic 
impact, but it is assessed with the social indica-
tors below. These examples show how interre-
lated the issues are, making it difficult to clear-
ly distinguish some issues as social, environ-
mental or economic impacts.  

Table 4. Social impact indicators of the bioeconomy * 
Indicator Impact Local EU-wide Global 

Food security  

- % change in food price volatility 
- Change in food prices 

- Changes in macro-nutrient  
intake/availability 

- Change in malnutrition or risk of 
hunger 

- Change in food prices 
- Changes in macro-nutrient 

intake/availability 
- Change in malnutrition or 

risk of hunger 
- % change in food price 

volatility 

Land access and 
tenure 

Land prices 
- Land tenure and property rights 

- Access to land 
 

- Land prices 
- Land tenure and property 

rights 

Employment 

- Change in employment rate 
- Full Time Equivalent jobsa 

- Job creation in skilled / unskilled la-
bour 

- Change in employment rate 
- Full Time Equivalent jobsa 
- Job creation in skilled / un-

skilled labour 

 

Household in-
come 

Average income of employees in the 
bioeconomy sectors 

Average income of employees in 
the bioeconomy sectors  

Workdays lost 
due to injury 

Average number of work days lost per 
worker per year 

Average number of work days 
lost per worker per year  

Quality of life Change in quality of life Change in quality of life Change in quality of life 
*Source: [7]. 

The global dimension of the societal chal-
lenges that the bio-economy is addressing re-
quires reinforced cooperation at international 
level. The Bio-economy Strategy will assist Eu-
rope in taking a leading role in promoting the 
transition towards a global bio-economy. The 
existing international cooperation on bio-
economy matters will need to be driven by re-
search and innovation and facilitate exchange 
of scientific knowledge and sharing of best 
practices on global issues and policy areas, in 
particular regarding food security, climate 
change, environment and resources, capacity 
building and trade. 

The bio-economy needs continued and in-
creasing support from public funding and pri-
vate investment and must contribute to better 
coherence between national, European and 
global research and innovation efforts. Re-
search and the application of its results are of-
ten disconnect because of an information and 
knowledge gap and institutional and conceptual 
barrier between researchers, innovators, pro-
ducers, end-users, policy-makers and the civil 
society. Knowledge transfer networks, knowl-

edge and technology brokers, as well as social 
enterprises, embedded in broader citizens and 
stakeholder initiatives, can bridge these gaps.  

Many promising research results also remain 
unexploited due to pending legislative issues 
and patenting. Furthermore, more investment is 
needed for demonstration and scale-up activi-
ties and the development of entrepreneurship 
and advisory services for the whole supply 
chain. 

The need to increase public funding for bio-
economy research and innovation has been rec-
ognized under Horizon 2020: Almost € 4.7 bil-
lion has been proposed for the Challenge “Food 
security, sustainable agriculture, marine and 
maritime research, and the bio-economy”.  

There will be further support under elements 
of the Challenges "Climate action, resource ef-
ficiency and raw materials", "Secure, clean and 
efficient energy" and "Health, demographic 
changes and wellbeing". The European Institute 
of Innovation and Technology (EIT) with its 
Knowledge and Innovation Communities 
(KICs) in different areas will address questions 
related to the bio-economy, in particular under 
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the proposed KIC "Food4future". This will be 
complemented by research and innovation in 
enabling and industrial technologies (e.g. bio-
technology, nanotechnology and ICT) and the 
promotion of emerging technologies.  

Providing stakeholders along the entire bio-
economy value chain with the knowledge base 
and a toolbox that includes a range of key ena-
bling technologies will also be critical to the 
implementation of a wide range of bio-
economy-related policies.  

Conclusions. The analysis of the principles 
and objectives of the bio-economy in Europe 
permits to make such conclusions. The Europe 
2020 Strategy calls for a bio-economy as a key 
element for smart and stable growth in Europe. 
Advancements in bio-economy research and 
innovation uptake will permit Europe to im-
prove the management of its renewable bio-
logical resources and to open new markets in 
food and bio-based products.  

The bio-economy provides a basis for such 
an approach, as it encompasses the production 
of renewable biological resources and the con-
version of these resources and waste streams 
into value added products, such as food, bio-
based products and bioenergy. Its sectors and 
industries have strong innovation potential due 
to their use of a wide range of sciences, ena-

bling and industrial technologies, along with 
local and tacit knowledge.  

It is defined that the Bio-economy Strategy 
aims to improve the knowledge base and foster 
innovation to achieve productivity increases 
while ensuring sustainable resource use and 
alleviating stress on the environment. Declining 
biodiversity can significantly degrade the qual-
ity of resources while constraining the yields of 
primary production, particularly in forestry and 
fisheries. The Strategy will thus support the 
implementation of an ecosystem-based man-
agement.  

To harness the potential of the bio-economy 
we call upon EU and national decision makers 
to: integrate the bio-economy strategy into ag-
ricultural, environmental, energy, regional, cli-
mate and industrial policies; implement the Pri-
ority Recommendations from the Lead Market 
Initiative (LMI) for Bio-based products to help 
bridge the gap from research to EU commer-
cialization of sustainable bio-based products. 
The LMI for Bio-based products Priority Rec-
ommendations address a range of measures in-
cluding access to feedstock, research and de-
velopment, access to markets, public procure-
ment and communications aspects; communi-
cate the benefits of the bio-economy with farm-
ers, consumers, investors, industry, and policy 
makers via dedicated communication programs. 
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© Scientific problem. The priority of current 
agricultural policies must be a gradual transition 
of domestic economy, including the agricultural 
sphere and ecologically safe way of develop-
ment, manufacture competitive ecological agri-
cultural products, environmental protection, sus-
tainable use of natural resources, including land. 
In this connection become very important eco-
nomic stimulation for ecologization of agricul-
tural land, which is an important tool in ensuring 
the sustainable development of agricultural 
sphere. Primarily, ecologization land owning 
should be aimed at preventing further degrada-
tion of soils due to the use of certain measures or 
their complex exercise which should be sup-
ported by the state through the introduction of 
economic incentives. 

Of particular relevance this issue has gained 
in terms of transformation of the land properties 
that accompanied by the creation of different 
sized land uses, organizational and legal forms 
of ownership by agricultural enterprises of 
market type, which reinforces the need to pro-
vide sustainable land use, conservation, restora-
tion and improvement of soil fertility and land 
protection. 

Analysis of recent researches and publica-
tions. A significant contribution to the devel-
opment of theoretical and methodological 
foundations for the formation of economic 
mechanism to stimulate land owners and land 
users for sustainable use and protection of land 
in Ukraine was made by: V. Borisova [1],  
P. Borschevskyy [2], O. Hnatkovych [3],  
O. Dorosh [4], O. Korchynska [5],  
S. Korchynska [6], L. Kupinets [7],  
P. Kulynych [8], P. Sabluk [9],  
N. Solovyanenko [6], A. Sohnych [10],  
                                                 
© O.V. Khodakivska, 2015 
 

V. Trehobchuk [11], M. Fedorov [6] and others. 
However, despite the strong theoretical and 
methodological developments translation into 
practice the regulation of land relations, eco-
nomic incentives still failed. The reasons that 
impede the introduction of effective economic 
mechanism to stimulate ecologization of agri-
cultural land use include imperfect institutional 
framework in the sphere of land relations. 

In particular, today not alleged the procedure 
for economic incentives for rational land use 
and protection, improvement of soil fertility, 
which need to develop the laws of „Ukraine On 
Land Protection”, „On state control over land 
use and protection”, On amendments to some 
legislative acts as for conservation of soil fertil-
ity and paragraph 18.3.4. National Action Plan 
for 2011 to implement the program of eco-
nomic reforms for 2010-2014 was: „Prosperous 
Society, Competitive Economy, Effective 
State”. According to the Strategy of the agricul-
tural sector for the period 2020, approved by 
the Cabinet of Ministers of Ukraine of 17 Oc-
tober 2013 p.  806 stimulating rational and 
efficient use of agricultural land and increasing 
ecologization of agricultural land was recog-
nized as one of the priority areas of achieving 
strategic objectives in the sphere of land rela-
tions. 

The objective of the article – to reveal the 
theoretical and methodological approaches to 
economic mechanism of landowners stimula-
tion of and land users as an important tool for 
regulating ecologization of agricultural land. 

Statement of the main results of the study. 
An economic incentive for ecologization of ag-
ricultural land is directly related to the protec-
tion and use of land conservation, restoration 
and improvement of soil fertility and environ-
mental protection in general. It is not a new in-
stitution in the field of state regulation of land 



 , 2015, 8 28

relations, as the need for its implementation is 
provided by the Land Code of Ukraine as far as 
back in 2001. Thus, Article 205 of the Land 
Code of Ukraine stipulates the content of eco-
nomic incentives for rational use and protection 
of land and secured system of economic incen-
tives for increased interest of land owners and 
land users on the rational use of land, improv-
ing their environmental performance, prevent-
ing the destructive impact of economic activity 
on the quantitative and qualitative state of farm-
land. By law these incentives include: 

1. tax and credit incentives to individuals 
and legal entities that are carried out at its own 
expense measures envisaged by national and 
regional programs of land use and protection; 

2. allocation of the state budget or local 
budget for citizens and legal entities to restore 
the previous state of land that was violated and 
it isn’t their guilt; 

3. exemption from payment for land that 
are under agricultural development or im-
provement of their condition according to state 
and regional programs; 

4. compensation from the budget reduction 
of landowners income and land users due to 
temporary degraded and unproductive lands 
that have become so and it isn’t their guilt. 

Here we should point out the discrepancies in 
instruments of economic incentives that secured 
the Land Code of Ukraine and the Law of 
Ukraine „On Land Protection”. In particular, the 
Act as no such incentive allocation of the state 
budget or local citizens and legal entities to re-
store the previous state land disturbed not their 
fault. However, the Law of the ways incentives 
that are not reflected in the Land Code of 
Ukraine, in particular, does not apply to the use 
of accelerated depreciation of fixed assets land 
security and environmental protection. In this 
connection it is necessary to make the appropri-
ate changes to current land legislation to elimi-
nate these inconsistencies. At the same time in 
our opinion economic incentive measures should 
be divided into two groups: 1) measures to pro-
tect land from destructive natural and anthropo-
genic influences; 2) measures to eliminate ad-
verse natural and anthropogenic effects on qual-
ity and environmental condition of land. 

Under economic incentives landowners and 
land users should understand the mechanism of 

compensation to owners and land users the cost 
of work that was performed by their own funds 
to prevent negative environmental displays re-
garding agricultural land. Also improving their 
environmental condition and protection, repro-
duction and improvement of soil fertility, those 
are in accordance with national, regional and 
local socio-economic development of the agri-
cultural sector, sustainable development of ru-
ral areas in terms of land protection and so on. 
In aspect of economic substance studied stimu-
lation process is to align actions by subjects of 
managing to balance their interests with the in-
terests of society and ensuring conflict-free in-
teraction between man and nature. 

In order to ensure integrity of the economic 
mechanism greening of agricultural land defined 
its principles are criteria, tools, funding and 
methods of stimulation are defined (figure 1). 

The principles of economic stimulation 
mechanism include:  

1. the principle of combining economic in-
centive and legal liability; 

2. the principle of stimulation the results of 
the measures; 

3. the independence of management forms 
and ownership. 

The importance at processing of economic 
incentives for greening of agricultural land ten-
ure owned by the definition of the necessary 
criteria for stimulation. On the basis research 
these criteria were grouped in three blocks: 
preventive measures; measures for rational use 
of land protection; measures for restoration and 
improvement of soil fertility (figure 2). 

The criteria of economic stimulation preven-
tive measures in the field of agricultural land 
use ecologization include: the execution of 
works with creating protective forest planta-
tions and field-protecting woodlands; the pre-
vention the souring of ground solution by sys-
tematic work performance with liming of acid 
soils, especially in the conditions of radioactive 
contamination; building the erosion-protection 
hydroengineering constructions; the limitation 
of the intensive utilization of ecologically vul-
nerable lands; the implementation of eco-
friendly technologies of agricultural manufac-
ture that apply no synthetic mineral fertilizers 
and crop protection chemicals. 
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Figure 1. Economic incentives ecologization of agricultural land 
Source: Formed by the author. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2. Criteria of economic stimulation of agricultural land use ecologization 
Source: Formed by the author. 

Principles   combination of economic incentives and legal responsibility; 
 result of the incentives measures;  
 independence from management forms and ownership   

Criteria   
 preventive measure on ecologization; 
 measures on rational use and protection of land; 
 measures to improve soil fertility and reproduction their 

Instruments  
 tax and credit benefits;
 offset the shortfall of rental income; 
 accelerated depreciation; 
 targeted subsidies  

 funds state and local budgets, including environmental protection Founda-
tion of all levels;  

 money received as losses of agricultural and forestry production;  
 grants to local and international environmental organization;  
 credit resources of state and commercial banks  

 

Sources of funding 

Methods   methods of direct incentives; 
 methods of indirect incentives  
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- execution of works with creating protective forest plantations and field- protecting woodlands; 
- building the erosion-protection hydro-engineering constructions;  
- prevention the souring of ground solution; 
- limitation of the intensive utilization of ecologically vulnerable lands; 
- implementation of eco-friendly technologies of agricultural manufacture that apply no synthetic 

mineral fertilizers and crop protection chemicals.

 optimization of structures of landed properties with taking into consideration the natural agricultural 
division into districts; 

 conservation of not efficient and degraded lands; 
 recultivation of disturbed lands; 
 compliance with land reallocation projects that provide ecological and economic grounds for crop

rotation and regulation of landed properties, and provide for soil conservation measures; 
 proper retention of protective forest belts; 
 cultural and technical improvement of land conditions; 
 reduction of land pollution with agrochemicals, industrial wastes and radioactive materials. 

Criteria of economic stimulation measures for 
rational use of lands and its protection 

Criteria of economic stimulation preventive 
measures of agricultural land use ecologization 

- implementation of soil conversation agricultural system with contour- ameliorative organization of 
the territory; 

- increase in humus content and other organic matters confirmed by the results of agrochemical certifi-
cation of agricultural lands; 

- reduction of acidity, marshiness, waterlogging, salinity, amount of low forest and scrubs. 

Criteria of economic stimulation measures for 
recreation and increase of fertility of soils 

Criteria of economic stimulation of agricultural 
 land use ecologization 
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To the criteria of economic stimulation 
measures for rational use of lands and its pro-
tection conventionally can be referred: the op-
timization of structures of landed properties on 
the basis of the natural agricultural division into 
districts; the optimization of agricultural areas 
and decrease of their devastation; the conserva-
tion of not efficient and degraded lands; the re-
cultivation of disturbed lands; the compliance 
with the land reallocation projects that provide 
ecological and economic grounds for crop rota-
tion and regulation of landed properties and 
provide for soil conservation measures; proper 
retention of protective forest belts, seasonable 
repair of erosion- protection constructions and 
tree thinning in forest belts; reduction of land 
pollution with agrochemicals, industrial wastes, 
radioactive materials that is confirmed by the 
results of agrochemical certification of agricul-
tural lands. 

The criteria of economic stimulation of 
landowners and land users for reproduction and 
increase of fertility of soil are: the implementa-
tion of soil conservation agricultural system 
with contour-ameliorative organization of the 
territory; the increase in humus content and 
other organic matter confirmed by the results of 
agrochemical inspection of agricultural lands; 
reduction of acidity, marshiness, water logging, 
salinity, amount of low forest and scrubs. 

For providing the efficiency of economic 
stimulation mechanism emerges the necessity 
of development the sources of its financing [14, 
15]. By the results of conducted investigations 
it was determined that the financing sources can 
be provided by state and local budgets, includ-
ing the funds of environmental protection of all 
levels; funds that are received on a basis of 
spending of agricultural and forestry produc-
tion; grants from native and international eco-
logical organizations; credit resources of state 
and commercial banks. 

The mechanism of economic stimulation of 
agricultural land use ecologization include 
methods of direct and indirect economic stimu-
lation of landholders and land users for land 
and soil conservation measures. Among the 
methods of direct stimulation, first and fore-
most, are state subsidies, given on non-
repayable basis and compensatory payments for 
short-received part of rental income in a result 

of implementation of not efficient and degraded 
lands; compensation of the cost of seeds and 
planting stock, spent on the grassing and affor-
estation during the conservation of lands; fi-
nancing of development of regional and local 
programs aimed at ecologization of agricultural 
land use. No less important influence on the 
efficiency of agricultural land use ecologization 
have methods of direct stimulation such as the 
establishment of preferential tax regime for 
landholders and land users, who implement the 
land and soil conservation measures spending 
their own funds; exemption the investments 
from tax that directed at the building the ero-
sion-protection hydro-engineering construc-
tions; implementation of preferential credit sys-
tem for purchasing the special equipment for 
soil conservation and building the erosion-
protection objects, including the use of leasing 
as the starting point; the application of expedi-
tious amortization of basic funds of land con-
servation and environment-oriented purposes. 

Economic methods of agricultural land use 
regulation provide for the regulation of eco-
nomic conditions that would initiate land users 
to achieve better results in their activities [16, 
17]. The indispensable precondition of the eco-
nomic stimulation should be the amendment of 
all fertility coefficients or their stabilization, 
stated in the agrochemical certificate of land 
area and accordingly total ecological and agro-
chemical estimation in scores at the moment of 
obtaining the land in the possession or use, or 
previous agrochemical inspection. Economic 
stimulation for rational use of lands and its pro-
tection is directed at increasing the interest of 
land users in preserving the land resources and 
their protection from excessive anthropogenic 
impact. 

Thereby, the researchers from the National 
Research Center, the Institute of Agricultural 
Economics developed the mechanism of eco-
nomic stimulation for land conservation and its 
rational use that is grounded on the basis of 
normative monetary value of lands and nonna-
tive document of ecological and agrochemical 
certification of agricultural fields and land areas 
approved by Ukrainian State Company 
„Ukragrokhim” from 24 January 1995 [6, 13]. 
For the basis charge for measuring the amount 
of economic stimulation was taken the mone-
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tary valuation of one hectare of land area or 
field and maintenance or increase of coeffi-
cients of ecological and agrochemical land es-
timation in scores. For evaluating the value of 
economic stimulation for increasing the nu-
merical score of lands was elaborated the dif-
ferentiation scale of stimulation percentage in 
the midpoint of each quarter, and the amount of 
stimulation was proposed to be charged as a 
cumulative sum. 

The recommendations also include methodi-
cal approaches for economic stimulation meas-
ures for soil protection from wind and water 
erosion, territorial organization of land use, cul-
tural and technical improvement of land condi-
tions, conservation and increase of fertility of 
lands, land protection from industrial wastes 
and radioactive materials, temporary conserva-
tion of erosion arable lands, forrest-
ameliorative, hydrotechnical, meadow-
ameliorative and agrotechnical measures. 

In current conditions of financial and eco-
nomic crisis when there is a considerable deficit 
in state and local funds, it is hard to provide 
financing of land protection and soil conserva-
tion measures at the expense of budgetary 
funds. Thereby, extremely actual becomes the 
implementation of stimulation methods that re-
quire no direct budgetary payments and imposi-
tion of preferential taxation in particular. 

The land taxation can be divided into three 
groups: 1) full or partial immunity from dis-
charge of land taxation. In this case, the exemp-
tion from tax payments can be applied as for 
individual subjects – tax payers and for separate 
types of land properties; 2) taxation relief; 3) 
agricultural taxation relief. 

The determination of direction that will be 
assumed as a basis, depends on what the system 
of preferential taxation is aimed at each particu-
lar stage of implementation of land and soil 
conservation measures. It is appropriate to im-
pose different types of taxation for the purpose 
of enhancement of innovative and investment 
activities of landholders and land users in the 
field of land conservation performance. The 
preferential taxation can be imposed as on indi-
viduals as on legal entities. The subjects of the 
preferential taxation can be landholders and 
land users who are land tax payers and who im-
plement on their own account the measures 

aimed at the increase of fertility of soil, land 
conservation and its rational use. 

In case of exploitation of lands by their 
holders and users, including leasers, on the 
methods that result in deterioration of qualita-
tive conditions of soils one should impose sanc-
tions. Depending on the violation sanctions can 
be imposed in the form of fines and damage 
compensation. The sanctions should be im-
posed by local government authorities and state 
ecological inspections. 

Conclusions. Thus, there are different in-
struments of economic stimulation of ecologi-
zation of agricultural land use, in particular: 
allocation of funds from state and local budgets 
for land restoration, damaged not due to the 
fault of landholders and land users; temporal or 
partial relief of agricultural taxation; partial 
compensation for reduction in income as a re-
sult of temporal conservation of not efficient 
and degraded lands, and lands polluted by tech-
nological activities of people; preferential credit 
accommodation; categorical grants. 

Generally, the aim of promoting land con-
servation, maintenance, reproduction and in-
crease of soil fertility can be accomplished by 
application of stimulative mechanism of ecolo-
gization that should provide as administrative 
as economic methods. At the same time, the 
experience indicates that economic and envi-
ronmental protection methods, first and fore-
most, should be preservative in their nature and 
in the first place should be aimed at prevention 
of emergence and growth of degradation proc-
esses that, unfortunately, nowadays do not ex-
ist. The implementation of economic stimula-
tion of landholders and land users for rational 
use and land conservation will promote the in-
crease of effectiveness of agricultural land use 
ecologization, rational exploitation of natural 
resources in the process of manufacturing, the 
melioration of qualitative conditions of soils 
and environment. 

Thus, the stimulation provides the realiza-
tion and concordance of economic interests, 
allows to form the effective mechanism of 
ecologization of agricultural land use, to elimi-
nate actual contradictions among ecological, 
economic and social interests. It should be not-
ed that the mechanism of economic stimulation 
is one of the ways of their concordance. By its 
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characteristics this mechanism of economic 
stimulation presents the unity of two opposite 
instruments – encouragement and liability. In 
the investigated aspect their interconnection 
and interdependence are stipulated by the na-
ture of the very process of land exploitation. 
So, on the one hand, there is the indispensabil-
ity for land conservation and other ecological 
systems, and also the necessity in their recon-

struction that provides for implementation of 
wide range of regulative instruments and the 
institute of management responsibility. On the 
other hand, it is preferable to implement meas-
ures aimed at the prevention of processes of 
exhaustion and pollution of land resources 
where the most efficient will be the promotion 
of such institute as the encouragement. 
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Organizational and economic reserves of improving 
the sheep breeding industry competitiveness 

 
© Scientific problem. The transition of econ-
omy to a market relations and the subsequent 
transformation intended to increase the com-
petitiveness of agricultural production and more 
fully utilize its potential. However, the imbal-
ance of organizational and economic reform 
mechanisms due to the growing problems of 
production and financial condition resource 
supporting of considerable part of farms, reduc-
ing their ability to pay, the breaking-off of eco-
nomic relations, ineffective government pro-
grams of supporting industries, including sheep 
breeding. As a result, in the industry with the 
start of transformational changes was outlined a 
trend towards reduction of livestock, rising 
production costs and so on. Most sheep breed-
ing companies turned out in a crisis, which 
showed itself primarily in the unprofitableness 
and the low competitiveness of products. 

Analysis of recent researches and publica-
tions. The works of Ivanov [2], Zharuk [1], 
Mesel-Veselyak [5], Morozov [6], Sokolov 
[10], Parhomets [8], Topiha [11], Turinskiy 
[12], Shelest [14], Shynkarenko [15] and others 
are dedicated to development of sheep industry 
and increase of its competitiveness. However, 
researches should be done on the elimination of 
the main causes of destabilization of the indus-
try and there is an objective need to develop 
organizational and economic measures to im-
prove its competitiveness. Noticed above be-
comes particularly urgent with signing an As-
sociation Agreement with the EU by Ukraine.  

The objective of the article is to carry out 
an economic analysis of the factors that shape 
competitiveness of sheep industry and to offer 
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organizational and economic reserves of its in-
crease in Ukraine. 

Statement of the main results of the study. 
Sheep breeding has always been traditional for 
Ukraine industry, offering the widest range of 
products (14 species), among other sectors of 
agriculture. A significant negative factor that 
influenced the development of the industry in 
the transition to a market economy was the re-
fusal of the military and educational institutions 
from quotas for the purchase of wool for sew-
ing military uniforms. Lack of market for wool, 
lamb, sheepskins, sheep breeding and sheepskin 
led to a reduction in the sheep livestock, the 
decrease in production and sales sector, de-
coupling in production, processing, deteriora-
tion of material and technical equipment, scien-
tific software, unprofitableness of majority of 
producers shepherd products [3]. In 2013 the 
share of the gross production of animal hus-
bandry Ukraine was 0.2%, which is six times 
less than in 1990. 

Analysis of the data indicates redistribution 
between categories of sheep farms in favor of 
the private peasant farmes caused a significant 
reduction in its agricultural enterprises. If in 
1990 the public sector held 90.7% of livestock, 
in 2013 its share was only 22.8%. From 1049 
shepherd enterprises: 37.8% maintain less than 
49 head, 15.8 - 99 head, 16.5% - from 100 to 
199 head, 25.3% from 200 to 999 head, 4.6% - 
to 1999 head. More than 1999 sheep head held 
only 15 enterprises or 1.4%. The average size 
of farms producing lamb for the last 5 years is 
276 head, wool - 481 head [1,6,8,12]. 

In sheep breeding, as in other branches of 
animal husbandry productivity and economic 
efficiency depend on the structure of the herd, 
primarily on the proportion of ewes in it. This 
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makes it possible to solve the problem of 
growth of sheep livestock and increase the pro-
duction sector, depending on demand. Farms 
specializing in growing sheep to produce lamb, 
hold at least 70-75% of females in the structure 
of the herd, in the production of wool - 40-45%. 

Today extensively herd reproduction is run, 
fertility ewes on average in Ukraine amounted to 
72 lambs per 100 ewes (the norm on average 120-
150%), which makes it impossible in the short 
term to restore the number of sheep in the state to 
the level of 5.6 million heads. Academician 
Ivanov emphasized that the intensive develop-
ment of sheep is not only in increasing productiv-
ity of sheep, but the intensification of the flocks 
reproduction system, use of cultural meat and 
wool sheep [2]. One of the provisions intensifica-
tion of sheep in a market economy is to increase 
the period of productive use of ewes, which can 
be achieved through the rapid introduction of 
yearling ewes in exploitation, and by extension of 
the period of its productive use [14]. 

Ukraine has a sheep genetic potential with 
different directions of productivity: fine-fleeced, 
half- fme-fleeced, rough woolen and astrakhan 
sheep are bred in all naturally economic areas 
[15]. Economic evaluation of sheep breeds is 
largely determined by their market competitive-
ness of products. Despite the fact that over the 
last decade, the number of sheep decreased sig-
nificantly, the genetic potential of pedigree 
sheep in pedigree sheep breeding farm not only 
preserved, but also enriched thanks to the high 
scientific backup selection. Wool clip per sheep 
remained at the 1990 level and the dynamics of 
years 2,9-3,6 kg. 

Negative factors of the sheep industry de-
velopment led to the fact that contentment of 
the need in physical wool is less than 17%. An-

nually per capita produces about 90 grams of 
pure wool against the minimum requirements 
for the rational norms - 200 g. In 2013 per cap-
ita produced about 48 grams of lamb with a 
minimum need of 0,6-2 kg. For comparison, in 
New Zealand the figure was in 2009 - 30.5 kg, 
Australia - 20 kg, Greece - 14.0 kg [1]. Accord-
ing to statistics the share of lamb meat re-
sources in Ukraine significantly inferior to oth-
er types of meat and makes 1.9%. Because of 
the unresolved problems of the organization of 
regional slaughter enterprises of farm animals, 
including sheep, public and private enterprises 
have to slaughter animals in home conditions. 
All this reduces product quality.  

Ukraine's foreign trade products of sheep 
breeding are characterized by instability and the 
predominance of imports over exports (in 2013 
imported wool in 8.7 times more than exported, 
lamb - in 46.4 times) [17-20]. Wool trade is 
characterized by frequent changes of countries-
buyer and countries-seller and a large their 
number. Despite this, in the future, Ukraine 
could become a powerful exporter of mutton to 
EU countries and the Middle East through the 
territorial proximity to the European market 
and dissatisfied demand for these products. It 
should be noted that provided considerable 
quota for the supply of lamb for Ukraine by the 
EU. Constraining factor for export at present is 
the lack of quality certification in accordance 
with international standards. 

The period of reforms coincided in time with 
new global trends in the industry, including 
production reorientation direction of specializa-
tion (wool, meat, milk) in Ukraine showed that 
effective indices are increasing with producing 
of lamb and sheep's milk, and the most profit-
able is the complex use products (Table 1). 

1. Effectiveness of sheep production in different areas of specialization 
Areas of specialization 

wool meat milk Complex use products Production 

Q-ty Price, UAH Q-ty Price, UAH Q-ty Price, UAH Q-ty Price, UAH 
Wool, kg 3 48 2,3 9,2 2,3 8,1 2,3 8,1 
Sheepskin, pc 1 12 1 12 1 12 1 12 
Meat, kg 10 250 30 750 15 375 18 450 
Brynza, kg - - - - 10 350 10 350 
Other products, kg 1 2,8 1 2,8 1 2,8 1 2,8 
Obtained gross products 
of 1 sheep, UAH  312,8  774  747,9  822,9 

The cost of one sheep 
maintaining, UAH  690  690  690  690 

Profit per 1 sheep, UAH  -377,2  84  57,9  132,9 
Source: Calculated by the authors. 
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So, one of reserves of improving competi-
tiveness in existing conditions may be modified 
intra-industry specialization. 

The most important element of sheep breed-
ing development in Ukraine and increase its 
competitiveness, according to the state agricul-
tural policy objectives and strategies for socio-
economic development should be the strength-
ening of public support at national and regional 
levels with the tools of regulation [9]. Govern-
ment support in the form of financial and mate-
rial assistance or partial compensation costs 
(public investments, tax breaks and financing, 
use of extra-budgetary sources for construction 
works, purchase of equipment, agricultural and 
special equipment) requires firstly in the initial 
stages of the sheep farms to enable enterprises 
expansion of existing production capacity. 

The primary measure is the adoption of " 
The program of sheep breeding industry in 
2015-2020 years.", which would increase the 
number of sheep to 1.8 million heads, lamb 
production to 44.4 thousand tons, wool to 6.3 
thousand tons, milk to 9.5 ths. tons. According 
to L. Shelest, improving material interest re-
quires allocation of purpose-oriented subsidies 
(for products, purchasing of pedigree sheep, 
etc.), as well as soft loans to carry out breeding, 
scientific researches, etc .. Without state sup-
port domestic producers of sheep products. It is 
difficult to compete on global market with 
countries where there is a practice of providing 
subsidies [13]. 

Improving the competitiveness of sheep 
products largely depends on the measures to be 
applied at the enterprise level (Table 2). 

2. Areas of increasing the competitiveness of sheep production at the macro level 

Types of measures Meaning 

Organizational 
and Production 

 achieving sustainable sheep enterprise size over the concentration of livestock; 
 maintaining a level of specialization in production, ensuring high economic efficiency; 
 development of inter-economic relations in the integration and cooperative basis for sharing processing 

technology; 
 use of domestic and international experience of management; 
 forage production organizing; 
 breeding and veterinary improvement; 
 creating associations, cooperatives, associations integrations. 

Technological 

• use of new resource- and energy saving technologies in the stages of production, storage, transport; 
• introduction in the production stage of scientific researches, the implementation of innovative projects for 
mechanization and automation of production processes ; 
 improvement of maintenance, reproduction, feeding, veterinary protection.

Economic 

• reducing the cost of production; 
• attracting investment (including foreign); 
• increasing profitability; 
• more efficient use of financial and material resources; 
 occupation competitive position on the market. 

Social 

• increasing productivity; 
• qualification of staff; 
• social security for workers in the industry; 
 improving working conditions for employees and solving their social problems/ 

Organiza-tional 
and management 

 diversification of sheep production including world experience -conversion of sheep enterprises on produc-
tion of milk and lamb and shepherd's diversification of products (eg . packing and packaging for retailers of lamb 
carcasses, semi-carcasses, cuts, making a variety of cheese from sheep's milk); 
 quality management through standardization of products, the introduction of standards and quality control 

standards for the products of sheep; 
 improvement of quality control of raw materials, semi-finished and finished products; 
 improving the organizational management system for sheep enterprises (using scientifically-founded meth-

ods of strategic management); 
 development of marketing measures in the company - market research forecasting sales, creating logos, 

ordering database about the competitors, implementation of marketing measures and advertisement to promote 
products, participation in fairs and exhibitions; 
 Formation of infrastructure provision of production and sales (the presence or warehouses or refrigeration 

equipment for storage); 
 Using the tools of logistics, improvement of transport and sales infrastructure. 

Source: Generated by the authors. 
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It is important to strengthen the role of civil 
society organizations. Ukraine has a specialized 
Ukrainian public organization "Association of 
sheep and goat breeders" - voluntary associa-
tion of sheep products producers, which pro-
motes sheep breeding. The purpose of the or-
ganization to assist in acquiring, implementing 
goats and sheep, including breeding, feed, 
equipment for animal production and process-
ing sheep products, inform import features, 
help in finding potential buyers-exporters of 
animals from abroad (Germany, Austria, etc.), 
provides advice on obtaining permits for ex-
port, cooperation with veterinary inspection 
survey in terms of potential exporters etc [7]. In 
the future, expected to attract more manufactur-
ers to this public organization to exchange ex-
periences, lobbying the interests of producers 
and a greater impact on the government, the 
voluntary entry and exit and equality of all par-
ticipants. 

In areas of intensive sheep farming (steppe 
zone, the Carpathian region), it is reasonable to 
create or improve the work of existing informa-
tion and consultation structures - regional asso-
ciations of sheep products (eg, public associa-
tion "Vivcharstvo Khersonschiny", "Associa-
tion of Zakarpatta sheep breeders" and advisory 
services . Activities such associations should be 
based on trusting relationships with producers 
(agricultural, farm and personal farming) and 
will provide by professional staff economic, 

technological consultation promoting through 
seminars, presentations, dissemination of in-
formation, methodical, educational and scien-
tific materials. At the same time the current 
needs of farms in equipment and provided vari-
ous kinds of assistance (supply of inputs, regis-
tration and identification of sheep) will be 
shown. 

The main function of the regional associa-
tions - providing free promotion sheep products 
from producers to processing plants by forming 
large trade flows. The implementation of this 
function is possible with consolidated informa-
tion on the number of producers, the volume of 
production in general and in individual econo-
mies of the region. Currently, a commodity 
producer is forced to find markets, this process 
is complex and time-consuming. Therefore, the 
association will be "intermediary" between 
producers and processors. 

 Creation of information and consultation 
structures will provide public authorities and 
manufacturers of production with information 
on products, customers, competitors, markets, 
dynamics and level of demand, the prices of 
different products, etc.[4]. Specialists of asso-
ciations at the regional level will provide in-
formation on regional market places with sheep 
products, demand and consumer demand, etc. 
Thus conditions for free access to information, 
analysis and forecasts for all market partici-
pants will be provided (Figure). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure. The organizational structure of the information exchange in the field of sheep breeding 

in the presence of regional sheep associations. 
Source: Development of the authors.  
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Summary of regional associations should be 
sent to All-Ukrainian Association, which puts it 
on its web-site. Also, this organization will car-
ry out the following activities: provides infor-
mation and marketing services to members of 
the association about development program and 
other legislation relating to the sheep breeding, 
condition, prospects, business conditions, pric-
ing of domestic and foreign markets for the 
products of industry, modern ways of organiz-
ing production and methods of combating 
sheep diseases; inform about terms of sheep 
products insurance and on the taxation of pro-
ducers; carry out coordination of production 
and processing sheep products; facilitate intern-
ship abroad and help in finding sources of in-
vestment and credit; organizing the implemen-
tation of raw materials, finished products 
searching marketing channels; promotion of the 
markets on the basis of meeting the interests of 
all market participants. 

Conclusion. Economic indices of sheep 
breeding industry throughout the period of 
agrarian transformations have a general nega-
tive trend. The decline of the industry continues 
and increases internal (production of other 

types of livestock and crop production espe-
cially) and external (world market production 
of sheep products) competition. If there are 
many organizational and economic problems in 
the industry its genetic potential still is very 
strong. An important incentive for increasing 
production could be provided by the European 
Union quota for deliveries lamb in volumes ex-
ceeding production in the country. 

Calculations have shown expediency of 
change of intra-industry specialization from 
sheep breeding to milk and meat, which gener-
ally meets international trends in the market of 
the product. 

To increase the competitiveness of the in-
dustry will facilitate: state support in the first 
place, the adoption of the "Program of sheep 
breeding industry in 2015-2020 years", and 
measures applied at the enterprise level (organ-
izational, economic, technological, economic, 
social, organizational and managerial). 

An important role is played by civil organi-
zations - regional associations of producers of 
sheep products and advisory services that will 
boost market sheep products. 
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© Scientific problem. The military events oc-
curring presently is directly effecting the econ-
omy and population of Ukraine. Especially, 
events have adversely affected the investment, 
which led to the deterioration of the socio-
economic status of the population and the dete-
rioration of the economy as well as national 
security. Despite indications of some sustain-
able investment in agriculture military events 
have significant reduced, and further negatively 
affected the development of all sectors of the 
economy, food security and the stability of the 
state. Therefore, even in the face of military 
events it is necessary to create conditions to 
promote active development of agriculture in 
the strategically, perspective, and available util-
ize investment resources, strategically, in posi-
tive and critical directions. In connection with 
this definition of priority areas for investment 
in terms of military events it is essential for the 
formation of policies and programs of the agri-
cultural sector, therefore, the theme of this arti-
cle is relevant. 

Analysis of recent researches and publica-
tions. Aspects of the investment strategy of ag-
ricultural development has been actively inves-
tigated in Ukraine and abroad, although the 
goal of these studies in each case is different. In 
countries with unstable and underdeveloped 
economies the strategic goal investing into the 
development of agriculture is to overcome pov-
erty and injustice [1], compared to developed 
economies - rural development [2] support 
government priorities [3], the implementation 
of the principles of responsible investing [4] 
                                                 
© M.I. Kisil, 2015 
 

inclusion in the investment processes of small 
producers [5], in particular women [6], the pri-
ority development of certain sectors and re-
gions [7, 8], at the international level - a global 
or interstate system of agriculture [9], and in 
basic ways - protection of investments in land 
seizures. [10] The issue of strategic investment 
directions for the development of agriculture 
sectors, which are in a state of military action, 
as well as attempts through rural development 
to counter their negative consequences, has 
been insufficiently studied. 

The objective of the article – the main ra-
tionale of strategic investment directions of de-
velopment of agrarian sector of Ukraine in 
terms of military events. 

Statement of the main results of the study. 
Providing the population with food and in-
crease export potential was a major task of the 
state of the national economy after independ-
ence of Ukraine. The possibilities of solving 
this problem have increased significantly with 
the reorganization of collective farms, based on 
common joint property, and the creation of pri-
vate property. 

The creation of private agricultural farms 
immediately increased investment activity. The 
highest annual growth rate in capital invest-
ments (30-40%) occurred between 2001-2008. 
Thanks to reforms, although delayed, has 
achieved sustainability in food security for the 
population and a significant increase in 
Ukraine’s agricultural export potential. After 
the financial crisis in 2008 investment in agri-
culture grew mainly due to foreign sources, al-
though at a lower pace. The increase in foreign 
currency reserves, in turn, positively affects the 



 , 2015, 8 40

formation for private and borrowed sources of 
financing and investment for the agri-food sec-
tors. 

The period of the previous Yunakovich ad-
ministration increased, dramatically, the nega-
tive process. Especially, relating to the seizure 
of the economy by criminal organizations, 
complete corruption and legalized appropria-
tion of fiduciary funds by senior officials 
through legitimate business structures to sup-
port agriculture. These activities have not been 

fully eradicated, therefore, stagnated the devel-
opment of this industry. In regions of the coun-
try, where investments in agriculture have been 
minimal, disruption of social stability, with an 
increase in external threats and military 
events.[11] 

Military events, in turn, perpetuated more 
significant violations to the investing activities 
of agricultural producers resulting in a substan-
tial decrease in investment in 2014 (Table). 

Investments in agricultural production in Ukraine in 2010-2014 
(in comparable prices) 

Indicator 2010 2011 2012 2013 2014 
Investments, total, million UAH 2171 2866 3150 3140 2656 
in% to previous year 116 132 110 100 85 
Attributable investments, UAH: 
on 1 ha of agricultural land 
on 1 worker 

 
103,1 
3354 

135,8 
4523 

148,4 
5049 

148,1 
5318 

125,9 
4655 

Agriculture share of investments in the economy,% 7,8 7,5 7,9 7,0 8,4 
Source: Author's calculations based on Ukraine State Statistics. 

Slowing investment in agriculture in 2014, 
and the short-term outlook in 2015, will nega-
tively affect to development. During the studies 
found that correlation and regression relation-
ship between the size of investment in agricul-
ture on 1 ha of land and commodity production 
and gross value added industry is characterized 
almost direct dependence (R = 0,93), and be-
tween investments in industry and GDP in the 
whole of Central distress communications (R = 
0,56). Therefore, reducing investment in agri-
culture is threatened in the near future not only 
significant decrease in production and sales of 
its products, but also the entire GDP of the 
state, and therefore its defense. 

Therefore, along with measures of a military 
nature in the country must take measures to 
stimulate investment in the agricultural sector. 
This will give impetus to the development of 
other sectors of the economy, boosting eco-
nomic activities of the population and small 
agribusiness revenue growth budgets of all lev-
els, and ultimately strengthen security. In pub-
lic policy, these measures should be regarded as 
having priority and defensive value. Countries 
with food supplies can use it, in particular, to 
protect against military threats. All developed 
countries of the world have a strong agricultural 
economy and priority allocated significant 
budgetary funds to support its development. 
Despite the military events, this should be done 

in Ukraine, and given the significant budget 
limitations, to direct this support in priority ar-
eas. 

Priority investments of the agricultural sec-
tor in terms of military events expedient way to 
ensure economical use all possible levers of 
economic regulation and its implementation 
relatively cheap organizational, economic, fi-
nancial and other measures, including those that 
enable to eliminate corruption, racketeering and 
other shadow impact structures guarantee rights 
investors and the possible return of borrowed 
funds. Along with the economical use of the 
budgetary founds should invest in measures to 
preserve state property, which will be needed 
after the military events. It costs little but nec-
essary. 

During the previous administration had col-
lapsed almost all state support of the agricul-
tural sector, except for VAT refunds. Small 
amounts that allocated for budgetary programs, 
priority is also used, but in favor of large agri-
business, close to the highest authorities. 

Nowadays, despite a military event in public 
administration and public policy, is a partial 
understanding of the importance of supporting 
the development of agriculture, as evidenced by 
the allocation for this purpose some of the 
budget [12] and the establishment of certain 
benefits. Thus, saved supporting agricultural 
producers due to the accumulation of savings 



 , 2015, 8 41

VAT and single tax (economic effect - 18 bil-
lion UAH) allocated an additional 300 million 
UAH in compensation for interest rates on 
loans to commercial banks, which will allow 
producers reduce the cost of 4 billion UAH 
loans and 250 million UAH to support live-
stock. However, the level of that support is not 
sufficient for activation in 2015 investment in 
agriculture. Due to these 250 million UAH pos-
sible to reimburse 50% of the construction of 
dairy farms cows only for 4000-4500. 

It is also expected that in a military event 
source of investment for agricultural develop-
ment in the short term will remain deficient, so 
the relevance of tasks regarding the using of 
these sources on priorities retain its sharpness. 

In defining the priorities of investment in ag-
ricultural development on strategic perspective 
should primarily focus on the most vulnerable 
entities.  

The military events most affected on popula-
tion. The population is now important to have a 
source of income to survive this period. There-
fore, the state needs because of the relatively 
low-cost measures to promote the development 
of investment activity of the rural population 
and small agribusinesses. To a greater extent 
this applies to small, relatively cheap but mas-
sive projects that involve the using of unused 
production capacity and facilities, the creation 
in the short term few capital intensive new pro-
duction capacity, production deficient and de-
pendent on import products to meet domestic 
demand, growth and export potential involve-
ment of sub of objects of small and medium 
agribusiness. 

Since Ukraine has not achieved food secu-
rity on certain products for the period of mili-
tary events should refuse imports of scarce 
products and through institutional and other 
measures involve creating its own production. 
Limited budget funds advisable to encourage 
private capital investment in production deficit 
agri-food products. 

Investing activities primarily small agribusi-
ness advisable to support and guide the measures 
to: increase the production of pork, cattle, sheep, 
poultry, rabbits and milk in personal farms and 
other small agricultural enterprises by support-
ing new construction and modernization of their 
facilities; creation of cooperative agricultural 

enterprises in the semis, transportation, handling 
and processing of agricultural products; acceler-
ate the development of logistics and exports in-
frastructure; realization of export-oriented pro-
jects with foreign funding. 

The problem of import substitution and 
growth in meat consumption can be success-
fully solved by the creation of small and cheap 
pigs in private peasant farming. It is a mistake 
to believe that small farms are inefficient. Now 
for the practical implementation developed 
economical and ecological variants of mini pig 
farms is quite acceptable terms of return on in-
vestment. Author calculations show that thanks 
to the mini pig farms in private peasant farming 
can increase the number of pigs on 1,8-2,0 mil-
lion heads., sales of pork in live weight at 210-
220 thousand tons per year, and the gross do-
mestic product of the state worth more than 8 
billion UAH a year. In view of the creation of a 
space for sows cost 13-15 thousand UAH for 
young pigs - 3,5 thousand UAH general need 
for capital investment will be 7 billion UAH, 
and their performance - 1.1 UAH growth GDP 
on 1 UAH of investments annually. For meth-
odological support of investment activities in 
the department of National Scientific Center 
"Institute of Agrarian Economics" was devel-
oped exemplary investment project to create a 
mini pig private peasant farming [13]. The 
main source of investments for these funds will 
be a citizen, but important to them organiza-
tional support, especially in the delivery of re-
sources and services. 

Especially important is to increase milk pro-
duction in the subsidiary and farms. For this 
purpose it is necessary to assist them in the cre-
ation of small dairy farms. Relevant guidelines 
and model investment project developed in 
NSC "IAE" [14, 15 and 16]. According to the 
calculations of the author, the general needs for 
investment is about 12 billion UAH. Implemen-
tation of this investment direction will increase 
as sales of milk and beef to populations and 
improve the quality of this product. 

During the military events need to make the 
most of mechanisms to attract foreign direct 
investment, stock, credit and other investment 
resources. However, the practice of foreign di-
rect investment in Ukraine still does not meet 
expectations on their size, structure and role. In 
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2010-2014 because of the deteriorating invest-
ment climate and military events held outflow 
by 30 percent. According to calculations De-
partment employee investment NSC "IAE" TV 
Matsybory in the period to 2020 can expect an 
increase in foreign direct investment in agricul-
ture to 850-900 million dollars. USA.  

National agricultural companies by this time 
heavily involved in the global stock market. 
However, in 2014 these funds flow stopped. It 
remains necessary to restore the confidence of 
investors in the stock of securities Ukrainian 
agricultural companies, even those that operate 
outside the military events. This trust will be 
restored if foreign companies are confident in 
the positive for Ukrainian agribusiness devel-
opment. 

In the international integration of Ukrainian 
agricultural producers interested in powerful 
global companies and financial institutions, in-
cluding IFC, EBRD and the Chinese General 
Contracting Corporation and machine industry, 
which at sufficiently favorable terms already 
provided substantial loans for implementation 
of investment projects. One such major projects 
implemented with the 2013 loan involving Chi-
na Corporation general contracting and ma-
chine industry through Eximbank of China and 
Ukraine are in the supply of agricultural in-
vestment projects were developed in the NSC 
"IAE" working group under the leadership of 
the author [17]. However the practical imple-
mentation of this project in the 2013-2014 Chi-
nese side recognized as unsatisfactory [18]. The 
new leadership of the Ministry of Agrarian Pol-
icy and Food of Ukraine and the State Food and 
Grain Corporation of Ukraine (DPZKU) has 
taken a number of measures to improve the per-
formance of contractual obligations, but to exe-
cute them in full until the corporation can not 
yet [19]. Therefore DPZKU and other agricul-
tural companies should strictly enforce adopted 
them credit obligations. 

In the international integration of the na-
tional agricultural sector involved usually large 
agricultural companies. However, on a national 
scale it is successful when it most will involve 
all forms of entities, including small. The in-
volvement of small agribusiness to the integra-
tion process best handled through cooperation 
and joint activities and personal farms and other 

agricultural enterprises. However, agricultural 
cooperation in Ukraine does not have sufficient 
conditions for significant prospects. So realisti-
cally feasible option for small agribusiness par-
ticipation in the processes of international inte-
gration is bringing him to major projects of 
production, harvesting, storage, processing and 
export of agricultural and food products, im-
plemented with foreign investment resources 
large companies and public corporations, in-
cluding the above-mentioned DPZKU. This 
practice is the collective investment of large 
and small agricultural business is common in 
the world. The results of foreign studies suggest 
the possibility of a special introduction in 
Ukraine [20]. So in terms of military events can 
include personal peasant farm and other small 
and medium-sized farms to large agribusiness 
projects National Integration.  

Participation of small agribusiness interna-
tional integration in war could also promote 
measures to attract foreign loans for the crea-
tion of a network of milk collection from farms 
and personal capacities for its processing into 
milk powder and butter for export, as well as 
providing the population with quality milk. 
This project is currently under discussion in the 
NAAS, particularly in the NSC "IAE", together 
with interested foreign company. The prospects 
of this project far more dependent on foreign 
partners and their interest in increasing the 
market share of milk and benefit from the sup-
ply of foreign equipment, milk and milk col-
lecting stations, and vehicles. 

In view of the specialization Ukrainian agri-
cultural sector in international division of labor 
is important to ensure access of small and me-
dium enterprises to export grain by grain for-
mation of a network of cooperatives based on 
attracting foreign loans for purchase of neces-
sary imported equipment, the formation of con-
signments of the product and its implementa-
tion on the outer and domestic markets. Experi-
ence in the development of NSC "IAE" relevant 
projects is show that the estimated cost of es-
tablishment of elevator capacity of 1 ton per 
single store is: 3 thousand ton - 399 dollars. 
USA 5 thousand ton - 371 and 10 thousand tons 
– 300 dollars USA.  

The most acute problem nowadays in the in-
ternational integration of small domestic pro-
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ducers is the issue of upgrading to European 
slaughter animals raised in farms in rural areas. 
The capacity that correspond European re-
quirements is virtually absent now. They should 
be quickly set up by reconstruction, moderniza-
tion and technical upgrading existing facilities 
and building new ones. According to the calcu-
lations of the author, the total cost of the transi-
tion to the European system slaughter of house-
holds of 1.8 and 2.3 billion UAH. 

In order to promote international integration 
processes agricultural sector should also take 
measures to: the creation of a favorable invest-
ment climate in the country and fight against 
corruption, development of market institutions, 
etc; organizational support of investment pro-
jects involving international integration of small 
and medium-sized agricultural enterprises, farms 
and private farms; creating a network of accred-
ited laboratories Quality and certification dairy 
and feed; promotion of investment projects with 
foreign investment that provide for the produc-
tion and marketing of high-quality, certified or-
ganic and balanced agricultural others. 

Measures for investments of agricultural pro-
duction during the military events will not be 
fully successful without a developed and high-
quality road network in rural areas. Now the state 
of these roads is extremely poor and hinders the 
processes of social and economic development. 

 In terms of military events of regional im-
portance road, roads streets of villages and farm 
roads destroyed.  

The scale of the problem of roads in rural 
areas is extremely high. Thus, the required 
length of construction it exceeds 200 thousand 
km, and the timing solution with due respect to 
several decades. Similar problems are facing 
many countries. Some of them are able to suc-
cessfully solve the problem of roads, identify-
ing its most important in the country. For ex-
ample, the State of Israel and Canada, which at 

one time were in a state of military events or 
threats of annexation of the territory, began 
building roads in unpopulated areas, success-
fully solved other social and economic and de-
fense issues. Ukraine is vital to begin to solve 
this problem despite a massive military threat. 

These measures and proposals of the author 
are not exhaustive. Their implementation is 
possible in the medium or in the long term. By 
implementing these measures should proceed 
despite the current military events, active phase 
which the logic of these social processes will 
continue for 3-4 years. These investment meas-
ures should be one of the most important com-
ponents of the program of development of agri-
culture of Ukraine till 2020, which is now ac-
tively working with the Ministry of Agrarian 
Policy and Food of Ukraine and held public 
discussion [21]. In connection with this it is ad-
visable to clarify the structure of this program, 
providing it appropriate investment unit. 

Conclusions. 1. Development of agriculture 
is only possible on the basis of investment. In 
terms of military events this sector plays a role 
of stabilizer of the economy and an essential 
factor in the survival of the population and pre-
vents hunger. You must stop the decline in the 
investment sector, which began in 2014. 
 2. Along with military measures should ensure 
effective measures to stimulate investment in 
agriculture, which will increase the level of 
food security. 3. In implementing the invest-
ment policy in agriculture in war should pro-
vide support for investment projects in the pri-
ority of directions to prefer relatively less capi-
tal intensive, carried small agribusiness coop-
erative formations, as well as to attract foreign 
investment and associated international integra-
tion of national agricultural producers. 4. In-
vestment activities have become one of the 
most important components of the program of 
development of agriculture of Ukraine till 2020. 
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External market relations between Ukraine and the 
EU-countries 

 
©Scientific problem. Due to the military ag-

gression of the Russian Federation (RF) on the 
Ukrainian territory, export of the agricultural 
produce to the member states of the Customs 
Union and the RF in particular, has become a 
problem aspect of the agrarian-industrial com-
plex (AIC) development.  

The dilemma arises correct choice for 
Ukraine towards integration of all sectors of 
agribusiness export to EU markets. 

It is important that our state meets all 
agreements and liabilities in coordinating the 
domestic and the EU standards so that to form a 
considerable export potential of the Ukrainian 
AIC produce on the foreign markets. 

Despite the existing unfilled niches for the 
AIC produce in the countries of the Close East 
and Africa, in order to increase sales profit of 
the domestic agrarian produce it is important 
and necessary to form and implement the na-
tional AIC strategy which  will promote the 
successful entering  the EU markets. 

Analysis of recent researches and publica-
tions. The basic issues covering the state and 
problems of the external trade relationships of 
Ukraine and its trade partners can be found in 
the works of a number of scholars. The issue 
has been studied by A.V. Burkovska [1],  
V.I. Gubenko [2], S.Kvasha and V.Vlasova as 
well as N. Kryvenko [3], T. Melnyk [4], 
B.Supikhanov[5], L. Fedotets[6],  
V. Yurchyshyn [7], O. Shnypko[8],  
V. Shpychka [9] and other agrarian scientists. 

                                                 
© I.M. Ivashkiv, 2015 
 

Meanwhile, we need a deeper analysis of the 
issues of the trade relationships of Ukraine and 
the EU states, the economic effect Ukraine will 
get after joining the Free Trade Area with the 
EU which is the object of this research.  

The objective of the article is an analysis of 
trade and export-import operations of Ukraine 
with the EU, and the definition of potential do-
mestic exporters of saving money from the sale 
of agri-food products to the countries that are 
part of the Free Trade Area (FTA). This per-
spective when entering our country to imple-
ment the FTA will enable domestic exporters 
agri-food products at zero duty to the EU. 

Statement of the main results of the study. 
If we look at the Ukrainian export to the EU 
countries ($ 23,9 bl.) of various types of prod-
ucts in 2013, we will see that it is considerably  
larger than their import ($ 13,8 bl.) (table 1). 

Such direction of the trade relationships is 
acceptable for Ukraine as economic growth 
needs larger production of goods and smaller 
import. Such situation is true for the analyzed 
period. At the same time, the Ukrainian econ-
omy doesn’t use its industrial and agrarian re-
sources to the full yet. 

Thus, the indices tendency presented in Ta-
ble 1. is natural but needs intensification of ex-
port increase especially of the agrarian produce 
for which Ukraine has every opportunity. 

The discrepancy with the global models of 
production technologies of some types of food 
products is a drawback so far. The solving of 
the problem goes faster than produce export 
from Ukraine and it will permit to greatly in-
crease the efficiency  level of the domestic pro-
duction. 
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Table 1. Ukrainian trade with the EU in 2013 
 EU product  import to Ukraine 

Total import , bl. dollars 13,8 
Place among EU partners 27 

Annual increase, % -5,8 
Ukraine’s share in trade with the EU,% 0,8 

Ukraine’s product export to the EU 
Total import , bl. dollars. 23,9 
Place among EU partners 19 

Annual increase, % +0,4 
Ukraine’s share in trade with the EU,% 1,4 

Source: Compiled by the data of the State Statistics Committee of Ukraine. 

During the studied period, export already 
exceeded import from Ukraine by 7,5%, though 
the product share with the EU members must 
grow because Ukraine has every potential pos-
sibility. 

Development of economic management must 
go alongside not only with stable and high level 
of production of goods, as a member of WTO, 
Ukraine has to export its goods to foreign mar-
kets. The EU countries are the most profitable 
partners in the exchange and sale of goods for 
Ukraine because of a number of factors: trans-
portation distance, identical consumer needs and 
other factors which have much in common with 
the Ukrainian production conditions. 

To our mind, there are no restrictions in 
solving these problems. Cooperation with the 
EU will permit to gain much bigger volumes of 
production of food products and of better qual-

ity due to attracting various types of investment 
in the Ukrainian economy from the countries 
that take a considerable lead over us. Though 
we need certain conditions which would go to-
gether with adequate reforms and improvement 
of political situation. 

To ensure a stable economic growth and an-
nual budget incomes, Ukraine has to export 
various types of goods it produces to other EU 
countries. To do this, not only a certain number 
of goods has to be produced but also corre-
sponding quality standards must be kept to.  

Currently, Ukraine is making its first steps in 
this direction of reforming its economy. Econ-
omy scientists and political experts have differ-
ent evaluation of their level. At the same time, 
we provide export indices of various goods in 
the terms of their value for the corresponding 
periods in table 2. 

Table 2. Dynamics of the Ukrainian export to the EU (all product groups) in 2004-2013, % 
including Years Product export to the UE. bl. Euros 2004 previous year 

2004 8,5   
2005 8,7 102,4 102,4 
2006 9,9 116,5 113,8 
2007 12,5 147,1 126,3 
2008 14,6 171,8 116,8 
2009 7,9 92,9 54,1 
2010 11,5 135,3 145,6 
2011 15,2 178,8 132,2 
2012 14,6 171,8 96,1 
2013 13,8 162,4 94,5 

Source: Compiled by the data of the State Statistics Committee of Ukraine. 

Thus, starting from 2004, the export volume 
of various products to the EU countries consti-
tuted 8,5 bl. Euros. But in the following years, 
these indices considerably grew, except 2009, 
when compared to the base 2004, the index was 
92,2%  

As for other next years, the biggest export 
growth of various goods was as follows: in 
2011 – 78,8%, in 2008 – 71,8%  and in 2012 – 
71,8%. If we analyze export growth before the 

previous years, we will see some fluctuations of 
the analyzed indices not only in the direction of 
money income increase but also in the direction 
of its decline. The latest was observed in 2009, 
2012 and 2013. 

The reasons can be both objective and sub-
jective. Some of them may include excessive 
supply of individual goods in corresponding 
years, price decrease due to low quality and 
others. 
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When examining the export structure of vari-
ous goods from Ukraine to the EU, in table 3 we 

can see that its nomenclature is diverse which 
promotes closer ties between the countries. 

Table 3. Export structure of all Ukrainian products in  the consolidated EU import. % 
 Name of produce specific weight, % 

1. Products of animal origin 0,9 
2. Animal and plant fats, vegetable oil 3,4 
3. Food products, beverages, tobacco 3,9 
4. Fruit and vegetable products 19,9 
5 Good and agricultural produce 27,4 
6. Industrial goods 72,6 

Total 100,0 
Source: Compiled by the data of the State Statistics Committee of Ukraine. 

Thus, in table 3, one can trace a high spe-
cific weight of industrial export which consti-
tutes almost two-thirds of the total amount. 

Export of various types of food products 
plays a remarkable role. The basic place is tak-
en by food industry and other agricultural food 
products (27,4%), fruit and vegetable produce 
(19,9%), various types of food, tobacco, drinks 
(3,9%) and fats of animal and plant ori-
gin(3,4%) and only a small part (0,9%) of 
products of animal origin. 

Such export structure of various goods from 
Ukraine to the EU has to be improved and re-
viewed as for the ways of its implementation. If 
the above mentioned goods, which take an im-
portant place in the export structure, have a rat-
ing nature, then a question arises as for the low 
level of animal produce.  

In Ukraine, livestock sector, especially milk 
and meet cattle breeding has every opportunity 
for further development. Taking this into con-
sideration, the sector must be developed up to 
the potentially possible level and thus increas-
ing the export to the volumes of other types of 
produce provided in table 3.  

To bring this around, we should solve the 
problems of advancing character related to pro-
ductivity, the system of storage and processing 
of products of the required quality. 

Striving to enter the EU and follow the Eu-
ropean way of development, first of all, 
Ukraine must exchange its products with the 
equal states. AIC produce, especially that of 
raw material origin, can be exported to the EU 
countries at first. The total share of goods ex-
port from Ukraine to the EU testifies to the fact.

Table 4. Specific weight of the AIP produce export from Ukraine to the EU countries, % 
 Name of produce specific weight, % 

1. Plant growing produce 6,0 
2. Animal and plant fats 5,3 
3. Food products, beverages and tobacco 1,3 
4. Livestock produce 0,2 
5. Specific weight of AIP produce from other countries 87,2 

Total 100,0 
Source: Compiled by the data of the State Statistics Committee of Ukraine. 

The smallest share of export is livestock 
produce and it is easy to understand as its qual-
ity characteristics do not meet the world stan-
dards.  

Ukraine is aware of the fact, but the process 
of reaching those standards is long and materi-
als consuming. A considerable share of the 
Ukrainian export belongs to animal and plant 
fats. First of all they include sunflower oil 
which is an important part of production and 
export of the Ukrainian AIP. An insignificant 
part of export is represented by finished food 
and tobacco products. 

So, Ukraine exports about 13% of its AIC 
produce to the EU, and it is when the country 
takes first steps entering the EU and generally 
uses its existing economic and technical-
technological resource potential. On the basis 
of the provided data, we have all grounds and 
confidence to state that in the perspective 
Ukraine will succeed in producing and export-
ing,  and its ties with the EU states will be  full-
scale and mutually beneficial. 

In 2009-2013 export of the AIC produce 
from Ukraine to the EU was necessary and 
profitable from the viewpoint of the advanta-
geous geographical position of these countries 
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and demand for the produce. For that reason 
Ukraine is annually increasing sales of the AIC 

produce in the EU countries which is evidenced 
in table 5. 

Table 5. Export dynamics from Ukraine to the EU of various AIC product categories  
in  2009-2013 

Including : Years All AIC produce, ml. Euros before the previous year before 2009 
2009 1726   
2010 1577 91,4 91,4 
2011 2582 163,7 149,6 
2012 4075 157,8 236,1 
2013 3783 92,8 219,2 

Source: Compiled by the data of the State Statistics Committee of Ukraine. 

Thus, from 2009 the AIC produce export 
from Ukraine has been constantly growing, ex-
cept 2010, though that sales decline is not very 
large. The next 2011, 2012 and 2013 demon-
strate a considerable growth of the AIC produce 
export from Ukraine which permits the Ukrain-
ian producers to compete on the global market, 
increasing budget revenues and thus bringing 
the Ukrainian economy on the adequate level of 
development,  concerning other countries. Al-
ready in 2012, the AIC produce export, as 
compared with the base 2009, grew by about 2 
times, and in 2012 and 2013 by more than 
twice. As for the previous years, the AIC pro-
duce export took place only in 2011 and 2013. 

Such fluctuations have both subjective and 
objective nature, at the same time, they are in-

significant and can be leveled off and stabi-
lized. The most important things for Ukraine is 
entering the global market and ability to meet 
the consumer demand outside Ukraine. Ukraine 
has all possible natural and social-labor re-
sources to do this. Marketing must be im-
proved, especially market analysis as for its 
demand and possibilities. 

Ukraine’s joining the EU opens new possi-
bilities not only to sale its goods without any 
barriers but also to have certain economic ad-
vantages after joining the free trade area (FTA). 

The last decision provides many advantages 
for Ukraine as it permits not to pay customs 
duties on the foreign markets. That is why the 
benefit of export, especially of the AIC produce 
is obvious and doubtless. (table 6). 

Table 6. Savings level for the AIC produce after Ukraine’s joining the FTA,$ bl. 
Years  Name of the AIC produce 2014 2019 

1. Corn , $ bl. 37,6 61,1 
2. Natural honey, $ bl. 1,6 1,9 
3. Soya beans , $ bl. 0,0 0,0 
4. Sunflower oil, $ bl. 20,7 20,7 
5. Rape oil, $ bl. 1,9 1,9 
6. Soya oil, $ bl. 2,0 2,0 
7. Chocolate , $ bl. 23,5 23,5 
8. Juices , $ bl. 18,4 36,8 
9. Rape seeds, $ bl. 0 0 

Total savings level for the AIC produce, $ bl. 105,7 147,9 
Source: Compiled by the data of the State Statistics Committee of Ukraine. 

So, analyzing export of the agrarian produce 
from Ukraine in 2014, we can see that savings 
indices of sales in 2019 will grow by 1.5 from 
the export of corn, juices; export of rape and 
soya oil will somewhat stabilize; savings from 
natural honey export will grow to some extent. 
At the same time, the list of export produce to 
the EU is incomplete, that is why there is a 
hope for larger savings in the perspective of 
Ukraine’s joining the FTA. 

Conclusions. Thus, Ukraine’s joining the EU 
opens a number of economically profitable 
opportunities for the national economy, 
production experience exchange, borrowing 
innovational technologies, attracting foreign 
investment which will set Ukraine on the track 
of economic development and allow its citizens 
to improve their material well being and the 
level of social development. 
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