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In recent years, agricultural production has declined drastically because 
of a decrease in the number of tractors and combine harvesters in working 
conditions and to the lack of fertilizers and pesticides. These shortfalls in 
agricultural inputs reflect the decline of investment in agriculture and decline 
of production.

All agricultural markets will be negatively affected by the poor 
macroeconomic fundamentals in Ukraine. There will be limited investment 
into the country over the coming quarters giving the instability, which will 
affect agricultural production over forecast period. Russia's ban on imports 
from Ukraine will impact production for dairy and livestock industries, 
because Russia is one of largest agricultural export markets. Furthermore, 
significant currency depreciation will limit imports, hitting input usage and 
domestic investment of Ukraine.

The main problems that we can identify in the sector are credit 
problems, problems of employment, drawbacks of state regulation mechanisms 
for agricultural sector development of Ukrainian economy, investment climate, 
property rights, corruption, obsolete machinery and inadequate on-farm 
storage, shrinking of livestock inventories, forming and effective use of 
physical capital at agricultural enterprises under changeable market conditions, 
lack of full implementation of agrarian reforms, complicated, ever-changing 
schedule of charges in the tax system of the country.

The efficiency of agrarian reform largely determines the overall course 
and results of market transformation, since the agrarian sector accounts for 
32% of Ukraine's population, almost a quarter of production assets and about 
14% of the annual output of goods and services. The documents that determine 
the strategy of reform in Ukraine point out that agricultural policy should be 
the "key element, stimulating factor" of accelerated market transformation of 
economy.

Theoretically speaking, sensible Ukraine land reform could cause an 
agricultural boom in a country commonly known as the “breadbasket of 
Europe.”

The Government of Ukraine has set the goals of agrarian reform. Five 
directions have been defined:

- land reform and reform of property relations in the agro-industrial 
complex.

- establishment of new business entities on the basis of collective 
agricultural enterprises, employing private property and land ownership;
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- fo rm a tio n  o f  m a rk e t in fra s tru c tu re  in  th e  a g ro -in d u s tr ia l co m p lex ;
- m o d e rn iz a tio n  o f  p ro d u c tio n , e s ta b lish m e n t o f  co m p e titiv e  

ag ric u ltu ra l en te rp rise s ;
- im p ro v e m e n t o f  th e  m e c h a n ism s  o f  s ta te  re g u la tio n  in  th e  ag ric u ltu ra l

secto r.
S ta te  su p p o rt c o u ld  b e  s tru c tu re d  in  fo u r  b ig  b lo ck s: V A T  e x e m p tio n  fo r 

fa rm in g  in d u s try , d ire c t su b sid ies , g e n e ra l se rv ice s  a n d  f ix e d  ag ric u ltu ra l tax .
P ro g re ss  to w a rd  im p ro v e d  e ff ic ie n c y  in  U k ra in ia n  ag ric u ltu re  req u ire s  

c o n tin u e d  re s tru c tu rin g  o f  fa rm  en te rp rise s  in to  sm a lle r  au to n o m o u s  u n its  
b a se d  o n  p riv a te  o w n ersh ip  o f  la n d  a n d  asse ts , c le a r  fo rm u la tio n  o f  p ro c e d u re s  
th a t a llo w  ex it o f  in d iv id u a ls  a n d  sm a ll g ro u p s  w ith  sh ares  o f  la n d  a n d  asse ts , 
d e v e lo p m e n t o f  la n d  m a rk e ts , a n d  e s ta b lish m e n t o f  fu n c tio n in g  m a rk e t 
in fra s tru c tu re  fo r  c o m p e titiv e  in p u t su p p ly , m a rk e tin g  se rv ices , a n d  f in a n c ia l 
serv ices.


