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Abstract

The article considers the current trends in the development of the agro-
industrial complex in the framework of the fact that in Ukraine land reform has
largely been limited to the transformation of state ownership into collective. Weak
reforms have not been able to radically change the traditional collective
organization of Ukrainian farms. The disintegration and internal restructuring of
large farms were very limited.

Therefore, it is not surprising that the transition process does not increase
profitability and efficiency. It has been suggested that agriculture can boost broad
investment and reform throughout the economy.

The main five goals that the state should adhere to in the process of
implementing agrarian reform in Ukraine are proposed. The impact of the
implementation of agrarian reform on the industry is analyzed and proposals are
made to strengthen its action.

The importance of the issues raised is that the current government should take

into account all factors that affect or may affect the development of Ukraine's
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agricultural sector (both endogenous and endogenous), as only through a symbiosis
of proposals in this area can a positive result be possible. It is determined that the
negative effects occur in two ways: the lack of VAT refunds and export quotas and
duties.

Of course, there are many small positives and negatives from public policy,
but they are relatively insignificant. The article identifies the results of the analysis
of the main advantages and disadvantages of reforming the agro-industrial complex
in these areas.

It is proved that further progress in improving the efficiency of agriculture in
Ukraine requires further restructuring of farms into smaller autonomous units based
on private ownership of land and assets, clear wording of procedures that allow
individuals and small groups to reach land and property, development land markets,
as well as the creation of a functioning market infrastructure for competitive supply
of raw materials, marketing services and financial services.

Purpose. To reflect the importance of the chosen theme, as it is in the context
of a major economic and food security of the country.

Method. In the article used the following methods: analysis, synthesis,
deduction, extrapolation method, comparative method and inductive.

Results. It has been proven that the country needs clear procedures that allow
individuals and small groups to enter with shares of land and property, develop
land markets, and create a functioning market infrastructure for competitive supply
of raw materials, marketing services and financial services.

Scientific novelty. The weight of issues raised reflected in the fact that we
should take into account all the factors that affect or may affect on the development
of Agrarian sector of Ukraine. Only through symbiosis proposals in this area can
be possible positive result.

Practical importance. Results of the study can be used in the educational
process of students, and may be the basis for further scientists research in this area.
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complex, land, agricultural markets, agricultural production.
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AHoTanigs. B crarri  po3risHYTI MOTOYHI  TEHJAEHLII  PO3BUTKY
arporpoMHUCIOBOTO KOMIUIEKCY B paMKaX TOTO, IO B YKpaiHi 3eMenbHa pedopma
31€0LIBIIOr0 0OMEXUIIACS MEPETBOPEHHSIM JIEPKaBHOI BIACHOCT] Y KOJEKTUBHY.
Cnabki pedopMH HE 3MOTJM JOKOPIHHO 3MIHUTH TPAJULIAHY KOJEKTUBHY
OpraHizaiilo YKpaiHCbKUX TrocnoaapcTB. Posman 1 BHyTpimHsA mnepelynoBa
BEJIMKUX TOCIIOAAPCTB Oyl AyXke OoOMeXeHHMMH. ToMy HE TUBHO, IO TPOIIEC
nepexony He 3a0e3neuye MmiIBUILEHHS MPUOYTKOBOCTI Ta €(EKTUBHOCTI.

BucyHyTo mpHITylIeHHS, MO CiTbChKE TOCTOJAPCTBO MOXKE JaTH TMOIITOBX
IMIMPOKUM 1HBECTHUIIISIM Ta peopMaM y BCiil eKOHOMILI. 3anporoOHOBaH1 OCHOBHI
I’ SITh I[UJIeH, SIKUX Ma€ IPUTPUMYBATHCS JIepKaBa B MpOIleci pearizalii arpapHoOi
pedopmu B YKpaiHi.

[IpoanamizoBanuii BIIMB peanizailii arpapHoi pedopmMu Ha Taly3b Ta
BHUCYHYTI MPOTO3UIIIT 00 MIACUICHHS 11 1ii.

BaromicTe mopyieHHX NHUTaHb BHPAXKAETHCS B TOMY, LIO Jif04a Biaaa
NOBMHHA BPaxoBYBaTH BCl (pakTopH, sIKi BIUTUBAIOTH a00 MOXYTh BIUIMHYTH Ha
PO3BHUTOK arpapHOro CeKTopy YKpaiHu (SK €HJOreHHI, TaK 1 €HIOTeHHI), OCKUIbKU
TUTBKM 3aBASKH CHUMO103y TPOMO3UIK y 1iid cdepi Moxke OyTH MOMNIMBUN
MMO3UTUBHUU PE3yJIbTaT.

BusznadeHo, 1o HeraTuBHI i1 BiIOYBalOThCS ABOMA MUISXaMHU: BIICYTHICTh
BimmkoayBanHs [IJ]IB Ta ekcmopTHHUX KBOT 1 MUT. 3BHYaiiHO, € OaraTo ApiOHHMX
MO3UTHUBIB 1 HETATUBIB BiJ| ACP)KABHOI MOJIITUKH, aJie BOHU BITHOCHO HECYTTEBI.

VY crarTi BU3HAYEHI pe3yNbTaTH aHAI3y OCHOBHHUX IEpeBar Ta HEIOJIKIB
pedopmyBanns B AIIK 3a 3a3HaueHNME HAPSIMKaMHU.

JloBeneHo, 1o MOoAaNBIINN MIPOTPEC y HAMPSMKY IMiIBUIEHHS €(EKTUBHOCTI
CUTCHKOTO TOCIIOAApCTBa YKpaiHM MOTpeOye MPOJOBKECHHS PECTPYKTypu3arlii
dbepMepChKUX MIAIPUEMCTB Y MEHIII aBTOHOMHI OJIMHUIII, 3aCHOBaH1 Ha IPUBATHIM
BJIACHOCTI Ha 3€MJIIO Ta aKTUBU. Takoxk KpaiHa motpedye 4iTkoro (popMyntoBaHHS
MPOLIEAYP, SIKI 103BOJISIIOTh BUWTH OKPEMUM 0CO0aM Ta MaJIUM I'pylaM 13 4yacTKaMu

3eMIIl Ta MaiiHa, PO3BUTKY 3€MEJIbHUX PUHKIB, 8 TAKOX CTBOPEHHS (YHKIIIOHYIOYO1



PUHKOBOI IHPPACTPYKTYPH JJIsI KOHKYPEHTOCIIPOMOKHOTO IOCTaYaHHS! CHPOBUHU,
MapKETUHTOBUX MOCIYT Ta (PIHAHCOBUX MOCIYT.

Merta. BinoOpa3utu BaxXJIMBICTh OOPAHOI TEMH, OCKUIIBKH BOHA 3HAXOUTHCS
B KOHTEKCT1 BEJINKOT €KOHOMIYHOI Ta IPOJOBOJIbYOT O€3MeKH KpaiHu.

MeTtoa. Y cTaTTi BAKOPUCTAHO TaKi METOJIM: aHaJli3, CUHTE3, TEIYKIIisl, METO]T
€KCTpanoJIsLii, MOPIBHAJILHUN METOJI Ta 1HIYKTUBHUM.

HaykoBa HoBM3HA. BaromicTh nopyieHux Nutalb BUPAKAETHCA B TOMY, L0
MU TIOBUHH1 BpaXxOBYBATH BC1 ()AKTOPH, K1 BIUIMBAIOTh 200 MOXYTh BIUIMHYTH Ha
PO3BHUTOK arpapHoOro cekTopy Ykpainu. TibKu 3aBISKA CUMO103y MPOTMO3UIIINA Y
i cdepi Moxke OyTH MOKIMBUN MO3UTUBHUMA PE3YNbTAT.

PesyabTaTtu. [loBegeHo, mo kpaiHa noTpeOye dYiTKOTO (opmytoBaHHS
POLEYP, K1 JO3BOJISIIOTH BUMTH OKPEMUM 0C00aM Ta MaJIMM IpylaMm i3 4acTKaMu
3eMJIi Ta MaiiHa, PO3BUTKY 3€MEJIbHUX PUHKIB, a TAKOK CTBOPEHHS (PYHKI[IOHYIOYO1
PUHKOBOT IHPPACTPYKTYPH 11 KOHKYPEHTOCIIPOMOKHOT'O IOCTa4YaHHs CHPOBUHH,
MapKETUHIOBUX MOCIYT Ta (PIHAHCOBUX MOCIYT.

IIpakTuyHe 3HaYeHHs. Pe3ynpTaT  JOCHIKEHHS MOXYTh OyTH
BUKOPHUCTaH1 B HABYAJIIbHOMY IIPOLIEC] CTY/IEHTIB, a TAKOK MOXKYTb CTATH OCHOBOIO
JUIS TOJAJIBIINX HAYKOBUX JOCIIPKEHb Y IIbOMY HAIIPSIMKY.

Kuarw4oBi cioBa: arpapHuii ceKTop, CUIBCHKOTOCIOMAPCHKI MiIMPUEMCTRA,
arporpoMUCIOBUM KOMIUIEKC, 3€MJIs, arpapHi PHUHKH, CUIBCHKOIOCIOJapChKe

BUPOOHHUIITBO.

Relevance of the article. Agriculture could provide the impetus for sweeping
investment and reforms across the entire economy.

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 given the unstable situation, which will affect
agricultural production over forecast period. Russia's ban on imports from Ukraine
will weigh on production for the dairy and livestock industries, as Russia represents

one of Ukraine's largest agricultural export markets. Furthermore, significant



currency depreciation will limit imports, hitting input usage and domestic
investment [5].

Ukraine should become attractive to foreign investors, get complex tax codes,
laws and regulations, poor corporate governance and weak enforcement of contract
law make doing business within the country difficult.

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

The Government of Ukraine has set the goals of agrarian reform along the
following five directions:

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, widely relying on
leasing;

formation of a market infrastructure in the agro-industrial complex;

modernisation of production, and establishment of competitive agricultural
enterprises;

perfection of the mechanisms of state regulation in the agricultural sector.

FORMULATION OF THE PROBLEM. In Ukraine, land reform has been
mostly limited to transforming state ownership into collective ownership. The weak
reforms have failed to radically change the traditional collective organization of
Ukrainian farms... Break-up and internal restructuring of large farms has been very
limited. Hence it should not be a surprise that the transition process is not delivering
in terms of increased profitability and efficiency.

Agriculture is therefore one of the strategically important sectors, accounting
for 8,2% of the GDP and 14,5% of total goods exports in 2016. It absorbs
approximately 15,8% of the total employment. As in most other ex-Soviet
republics, the agricultural sector is characterized by the co-existence of large-scale
commercial agro-enterprises that generate approximately 45% of the total
agricultural output and a large number of family farms that emerged after collective

farming was abandoned following the collapse of the Soviet Union [1].



ANALYSIS OF RECENT RESEARCH AND PUBLICATIONS. Recently,
much attention was paid to the study topic. Results of the study can be found on
the Internet, which covered not only political articles on the subject, but the results
of the investigations of the scientists.

SEPARATION OF UNRESOLVED PREVIOUS PARTS OF THE
GENERAL PROBLEM. little attention has been paid to identifying land reform
issues. The media also pays little attention to this issue.

THE AIM OF THE STUDY. To reflect the importance of the chosen theme,
as it is in the context of a major economic and food security of the country.

METHODS, OBJECT AND SUBJECT OF RESEARCH. In the article used
the following methods: analysis, synthesis, deduction, extrapolation method,
comparative method and inductive.

Object of the article is the state, subjects of the article are peasant farms and
agro-industrial enterprises.

BASIC MATERIAL. In recent years, agricultural production has declined
drastically because of a decrease in the number of tractors and combine harvesters
in working order and to the lack of fertilizers and pesticides. These shortfalls in
agricultural inputs reflect declining investment in agriculture, and feed directly into
declining production.

In general, the agricultural sector is experiencing serious internal difficulties,
due to the transitional nature of the economy. A new policy and direction for
Ukraine's agricultural sector is necessary. Agriculture poses the greatest challenge
to the survival of Ukraine's political leaders, because almost half of the Ukraine's
population live in rural areas [2].

In 2014 Ukraine total grain crop was estimated to be record 64 million metric
tons, however as several regions are claiming their independence due to the War in
Donbass and the Crimea Crisis the actual available crop yield was closer to 60,5

million metric tons [3].


http://www.nationsencyclopedia.com/knowledge/Primary_sector_of_the_economy.html
http://www.nationsencyclopedia.com/knowledge/Tractors.html
https://en.wikipedia.org/wiki/War_in_Donbass
https://en.wikipedia.org/wiki/War_in_Donbass
https://en.wikipedia.org/wiki/Crimea_Crisis

So, as we can see, Ukraine’s economy is on his knees after 20 years of neglect
and robbery. But there is one sector that is already flourishing and could be an
engine of recovery.

As farming is a low-margin, labour-intensive business, the sector was largely
ignored by the incumbent oligarchs, who preferred to pick off the easy-to-steal
metal plants and simple-to-run banks.

Living closer to the EU is obviously a good thing for Ukraine’s farmers.
However as be reported, under the terms of the free trade and association deal
signed this year with the EU access for Ukraine’s agricultural products to EU
markets is actually limited to begin with, in order to protect the EU’s own
agricultural production. About 40% of the EU budget goes on farm subsidies,
whereas only 1,8% of Ukraine’s budget is spent this way. But we need to
understand, if we move closer to the EU, we will not only change the market, we
will change fundamentally the way they work.

While the task of reforming the country’s agriculture sector looks daunting,
there is actually a lot of money about given the pressure on the global food supply
from the rising population.

Agriculture could provide the impetus for sweeping investment and reforms
across the entire economy.

Putting more investment into leading agricultural companies is pointless
unless it is accompanied by associated investment into the supporting
infrastructure.

One key change for the agricultural sector is to finally push ahead with
land reform. Ukraine has some 20mn hectares of arable land, of which 10mn
hectares belong to the government, which could be sold off.

However, no one is expecting this to happen quickly; the privatisation of land
remains one of the most politically charged issues that any country has to deal with.

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 given the unstable situation, which will affect
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agricultural production over forecast period. Russia's ban on imports from
Ukraine will weigh on production for the dairy and livestock industries, as Russia
represents one of Ukraine's largest agricultural export markets. Furthermore,
significant currency depreciation will limit imports, hitting input usage and
domestic investment.

The agricultural sector is experiencing serious internal difficulties, due to the
transitional nature of the economy. A new policy and direction for Ukraine's
agricultural sector is necessary. Agriculture poses the greatest challenge to the
survival of Ukraine's political leaders, because almost half of the Ukraine's
population live in rural areas.

In general, Ukraine has tremendous agricultural potential but this potential has
not been fully exploited due to depressed farm incomes and a lack of modernization
within the sector. Insecure land ownership and an inefficient registration system
have also held back Ukraine’s farming sector, but it has improved in recent years.

Ukraine should become attractive to foreign investors, get complex tax codes,
laws and regulations, poor corporate governance and weak enforcement of contract
law make doing business within the country difficult.

The World Bank ranked Ukraine 137 out of 183 economies in its Doing
Business Report in 2017. Many foreign financial institutions have left the
Ukrainian market, according to a February U.S. State Department report.

So, the main problems that we can identify in the sector:

- Credit Problems. Most farms are able to receive credit, but interest rates and
collateral demands are high. Since many farms are already heavily in debt to banks
or suppliers of fertilizer and plant-protection chemicals, and since agricultural loans
are not guaranteed by the government, banks are largely unwilling to make long-
term loans. Most credit is extended in the form of seasonal loans (six to ten months)
used almost exclusively for the purchase of fertilizer and plant protection
chemicals.

- Problems of employment. The decline in employment in agriculture has

taken place as a result of negative factors acting from both demand and supply.



Formation of labor supply determines the unfavorable demographic situation and
the lack of proper motivation and incentives work.

- Lack of improvement of mechanisms of state regulation of agricultural
sector's development of Ukrainian economics. The main problem is that the
implementation of state agricultural policy through appropriate mechanisms of
state regulation of the agricultural sector must decide triple task, namely, as noted
above, to ensure food security and create an efficient economy, provide an
integrated socio-economic development of rural areas.

- Investment climate. Doing Business 2013 data for Ukraine shows
attractiveness of Ukraine for investors. Ukraine is currently ranked 134" (out
of 185 economies), which shows a 4,6% points increase compared to the
previous year of 2016, when it was ranked 152. The aim of the current
government is by the end of the 2015 to be between the top - 100 countries.

- Property rights. In Ukraine the property rights are not yet clearly defined.

- Corruption. As it was mentioned before, Ukraine scores extremely low on
the freedom from corruption index. Ukraine ranks 144 from 174 countries in the
Corruption Perception Index with 26 points out of 100 in 2012 (one of the most
corrupted countries in Eastern European and Central Asia).

- Obsolete Machinery and Inadequate On-Farm Storage. A chronic lack of
modern harvesting equipment remains one of Ukraine’s main obstacles to
Increasing grain output and quality.

- Shrinking Livestock Inventories. The loss of State subsidies following the
collapse of the Soviet Union in 1991 increased feed and production costs and
reduced profitability for livestock enterprises. As prices for meat products
increased, consumer demand declined, thus establishing a downward spiral that
continued throughout the decade.

-Forming and effective use of physical capital in 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.

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

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 close to 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 the economy.

The necessity for deep reform of the agrarian sector flows from not only the
systemic nature of socio-economic transformation that Ukraine is presently
undergoing, but also by the critical state of agriculture as such.

The documents that determine the strategy of the state policy define the goal
of transformation in the agrarian sector of Ukraine's economy as follows: "The
strategic goal of the agrarian policy lies in formation of a true owner and master of
land, social and economic progress of the countryside, resolution of the food
problem, and raising the agricultural sector of Ukraine's economy to the world
level. Agrarian reform encompasses all basic elements of the agricultural sector:

production or property relations (economic aspect);

social structure (social aspect);

production technology (techno-economic aspect);

management (organisational-economic aspect);

legislative support for all processes and results of reform (legal aspect).

Therefore, agrarian reform has a comprehensive, systemic character and
should be pursued with account of the requirements of co-ordination and balance
of the changes in each of the above aspects.

The Government of Ukraine has set the goals of agrarian reform along the

following five directions:



land reform and reform of property relations in the agro-industrial complex.
Under legislation adopted in 1992, Ukrainian law recognizes private ownership of
agricultural land, as well as collective and state ownership. Also, a program to
transfer land from state ownership to collective and individual ownership was
initiated on a large scale, along with procedures to restructure collective and state
farms. The transfer of land ownership and restructuring of traditional farms create
opportunities for private farming to develop in the Ukraine after decades of
collective management of agriculture;

establishment of new business entities on the basis of collective agricultural
enterprises, employing private property and land ownership, widely relying on
leasing;

formation of a market infrastructure in the agro-industrial complex;

modernisation of production, and establishment of (domestically and
internationally) competitive agricultural enterprises;

perfection of the mechanisms of state regulation in the agricultural sector.

Next, all state support to agriculture could be structured in four big blocks:

- VAT exemption for farming industry. An agricultural producer is eligible to
retain the difference between the VAT paid on inputs (i.e. fertilizer, fuel, plant
protection, grain drying, etc.) and the VAT received when selling outputs (i.e. crops
grown).

- Direct subsidies; These are cash disbursements from the state’s budget under
various government support programs. Includes schemes widely adopted globally
such as interest expense reimbursement, capex refunds for new animal farms, etc.
While most of these programs are in place for years, the amounts available under
these programs are budgeted each year and vary widely. Moreover, the distribution
of these subsidies is believed to be corrupted. The below numbers show the
dynamics of the budgeted amounts of the subsidies (while actual numbers are likely

to be lower):



Table 1 — Direct state subsidies, USD min

Index / years 2013 2014 2015 2016 2017 | 2018
Livestock sector 169 254 92 81 74 0
Perennial crops 60 70 135 13 8 0
Other 31 35 139 15 0 15
Total 259 359 365 109 83 15

Source: Ukrainian Agrarian Association

- General services; The Organisation for Economic Co-operation and
Development (OECD) is an international economic organisation of 34 countries,
founded in 1961 to stimulate economic progress and world trade. It is a forum of
countries describing themselves as committed to democracy and the market
economy, providing a platform to compare policy experiences, seeking answers to
common problems, identify good practices and coordinate domestic and
international policies of its members. Under OECD methodology, the government
expenditures on bureaucracy, research and regulatory agencies are considered to
be a part of the state support. While business benefits from certain internationally
required certification, majority of these money is spent on soviet-style barely
benefits from this so-called research, excessive and excessive certification and
bureaucracy.

- Fixed agricultural tax. An agricultural producer is eligible to pay fixed
agricultural tax (~USD 0.8/ha per year until 2015, ~USD 6/ha since 2017) instead
of corporate income tax (now 18%). This was considered to be a material subsidy
prior to 2017; levels established from 1 January 2017 are comparable to the ones
which should have been paid under general corporate profit tax of 18%. Given the
absence of reliable data on dynamics of farmers’ average profitability and high
doubts of whether any of income tax would be collected under general regime, this
subsidy is omitted from these calculations.

The negative actions come through two ways: absence of VAT refunds and
export quotas and duties. Of course, there are many small positives and negatives

coming from the state policy but they are relatively immaterial.
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Excessive taxation of agriculture exports:

1. Absence of VAT refunds on grain exports. To remind, value added tax is
the one paid in the country of consumption. The tax is gradually collected along
the value created, with each participant in the chain paying its share of the tax. To
avoid double taxation and unintended non-taxation during international trade, the
common approach used by all countries who adopted the VAT is that imported
goods are subject to a VAT rate based on import price, while exported goods are
eligible for refunds of VAT paid on inputs. To put things simple, if iron ore
producer in Ukraine paid USD 10 per ton of VAT during the production process,
the same amount would be refunded when this iron ore is exported. The importer
in the country of consumption would pay the applicable VAT amount (based on
tax rate in his country).

2. Export quotas and duties. In addition to cancelling the refunds of VAT, the
government also introduced grain export duties in 2011/12. Though they lasted for
several months only, they clearly negatively affected the agriculture industry
earnings.

One year earlier, in 2014/15, Ukrainian government restricted grain exports
through introduction of quotas on grain export. Because amounts stipulated in
quotas were materially lower than available grain export surplus (production minus
domestic consumption), the spread between domestic and international prices has
increased sharply, and farmers earned less than they could under free trade.

DISCUSSION OF RESULTS. The results of the study were discussed at a 3-
d International scientific and practical conference “Fundamental and applied
research in the modern world”.

CONCLUSIONS. The following subsections present the results of analysis of
the main gains and deficiencies of reform in the agro-industrial complex along the
above directions.

Further progress toward improved efficiency in Ukrainian agriculture requires
continued restructuring of farm enterprises into smaller autonomous units based on

private ownership of land and assets, clear formulation of procedures that allow



exit of individuals and small groups with shares of land and assets, development of
land markets, and establishment of functioning market infrastructure for

competitive input supply, marketing services, and financial services.
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