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CURRENT SITUATION OF AGRICULTURAL ENTERPRISES FINANCING
IN UKRAINE: ECONOMIC AND LEGAL ANALYSIS

Abstract. Modern agriculture is developed in the direction of increasing the efficiency of
agricultural production. This requires a stable combination of financial and economic, legal and
organizational factors with the mandatory introduction of the innovative component.

Scientific research is based on the current information and scientific base which contains a
methodology for assessing the effectiveness of raising funds, the use of which allows systematizing
a number of phenomena in the process of agricultural development, unifying the procedure for
determining the nominal volumes and effectiveness of welfare payment using direct methods.

The paper deals with some problematic legal issues of legal regulation of financial relations
with the participation of agricultural enterprises; it is determined and justified the necessity of
allocation of agricultural enterprises financial support, providing the administrative assistance and
control over the target use of the given funds. The main articles of agricultural enterprises support
in Ukraine were identified and the main generators of these enterprises financing were determined
from the position of financial and credit institutions.

The conceptual models of state support for the development of rural areas in Canada,
Australia, Italy and the United States of America are analyzed. The main reasons for the
unsatisfactory state of agricultural enterprises development, in particular, economic, social,
infrastructural, administrative, problems that restrain the development of the agrarian sector as a
whole are outlined. The necessary conditions for the development of agricultural enterprises in
Ukraine are determined. On the basis of the analysis of world experience of rural development
policy, a list of directions of agrarian sector enterprises support necessary for activation of rural
areas development in Ukraine has been formed.

The actuality and necessity of activation and harmonization using qualitatively new
methodological dimensions of agricultural enterprises financing of various forms of ownership
outlined the purpose of scientific search, its contour, tasks and architectonics.

Keywords: financial relations, agricultural enterprises, legal institute.

JEL Classification G 30, Q14

Formulas: 0; fig.: 0; tabl.: 2; bibl.: 12.

90



Apmemenko O. B.

KaHouoam ropuoudHux Hayx, 0oyenm,

Hayionanvnuii ynisepcumem 6iopecypcis i npupoooxopucmysauus Yxpainu, Yxpaina
e-mail: artolenall@ukr.net; ORCID ID: 0000-0003-2041-8925
Ilomanenko JI. B.

Kanoudam QinonociyHux Hayxk, OoOyeHm Kageopu npasa ma CoyianbHO-2yMaHimapHux OUCYUNIIH,
Yepracvkuil HABUATbHO-HAYKOGUU IHCIUMYM

JBH3 «Yunisepcumem bauxiscvkoi cnpasuy, Yrkpaina;

e-mail: milavit7@ukr.net; ORCID ID: ORCID ID: 0000-0003-3076-5154
bpaituenxo C. M.

KaHouoam rpuoudHUx Hayx,

Yepracokuii HA8YANbHO-HAYKOBUL IHCIMUNYM

JBH3 «Ynisepcumem bauxiecvroi cnpasuy, Yrpaina;

e-mail: bsnchk@i.ua; ORCID ID: 0000-0002-4429-0770

Bapynuy JI. /.

KaHouoam rpuoudHUx Hayx,

Xapxkiecokuti HayloHanbHUL YHiBepcumem 8HYMpPIWHIX cnpas, Yxpaina,
e-mail: vlarisa@i.ua; ORCID ID: 0000-0002-0024-385X

I'mupa B. IL.

KAHOUOam eKOHOMIYHUX HAYK, OOYeHM,

Yepracokuii HA84ANbHO-HAYKOBUT THCIUIYM

JIBH3 «Ynigepcumem 6auxiscvroi cnpasuy, Yrpaina,
e-mail: viktoryagmirya@ukr.net; ORCID ID: 0000-0003-3070-0158

CYUYACHHUM CTAH ®IHAHCYBAHHS CLJIbCbKOT'OCIIOJAPCHKHAX
MIIIMPUEMCTB B YKPATHI: EKOHOMIKO-IIPABOBUM AHAJII3

Anoranis. CydacHe CcCilbChKE€ TOCHOJApCTBO PO3BHUBAETHCS B HANPsAMi ITiIBUIICHHS
e(eKTUBHOCTI BUPOOHUIITBA arpapHoi npoaykimii. s 1boro HEOOXigHE CTiMKe NO€THAHHS
(iHAaHCOBO-€KOHOMIYHMX, TPaBOBUX Ta  OpraHi3allifHUX YHHHUKIB 3  00OB’S3KOBHM
yIIPOBAKEHHSM iHHOBAIIITHOT CKJI1aI0BO.

HaykoBi mocnimkeHHs] CIHPAETbCsl HA YMHHY iH(OpMalliiiHy 1 HayKoBy 0a3y, 10 MICTHTh
METOJIMKY OIIHIOBaHHS e(QEKTUBHOCTI 3aly4eHHS KOIUTIB, BUKOPUCTAHHA SAKOi JO3BOJISIE
CHUCTEMaTH3yBaTH HU3KY SIBUII Yy TPOIECi PO3BUTKY CUIBCHKOTO TOCHOAApPCTBa, YHi(iKyBaTu
MpoLeAypy BU3HAUYEHHS! HOMIHANBHUX 00CSTiB Ta e()eKTUBHOCTI JepKaBHOI JOMOMOTH 32 MPSIMUMHU
METOJIaMH.

JocaimxyoTecst okpeMi mpoO1eMHi IPaBOBi MUTAHHS MTPABOBOTO PETYAIOBaHHS (iHAHCOBUX
BITHOCMH 32 Y4YacTi CUIbCHKOTOCIOJAPCHKUX IIINPUEMCTB, BH3Hau€HO U OOTPYHTOBAaHO
HeoOXiTHICTh BUAUICHHS KOWITIB ()iHAHCOBOI MiATPUMKH CLILCHKOTOCIIOAAPCHKUX MiANPUEMCTB,
3a0e3nedeHHs] aMiHICTPaTUBHOTO CIPHSIHHS 1 KOHTPOJIO 32 LUILOBUM BHUKOPHCTAHHSM HAIaHUX
KOIITIB. BUSBICHO OCHOBHI CTATTi MIATPUMKH CITBCHKOTOCIOAAPCHKUX MIAMPUEMCTB B YKpaiHi Ta
BU3HAYEHO TOJIOBHHX TIeHEpaTopiB (iHAaHCYBaHHS TaKWX MIANPHEMCTB 13 TO3MMLil (iHAaHCOBO-
KpPEIUTHUX yCTaHOB.

[IpoananizoBaHO KOHIENTyalnbHI MOJENi JEp>KaBHOI MIATPUMKH PO3BUTKY CLIbCHKHX
teputopiit y Kanazi, ABcrpanii, Itamii Ta Cnonmyaennx IlItatax Amepuku. BuokpemieHo 0CHOBHI
NPUYUHN HE33J0BUTBHOTO CTaHy PO3BUTKY CUIBCHKOTOCIOAAPCHKUX MIANPUEMCTB, 30KpeMa
€KOHOMIUHI, COIlialibHI, IH(PPACTPYKTYPHI, YIPABIIHCHKI, Ta PO3KPHUTO MPOOIEMH, IO CTPUMYIOTh
PO3BUTOK  arpapHoro CcexkTopy B ImiioMy. DBwusHaueHo HeoOXigHiI yMOBH  PO3BUTKY
CLTBCHKOTOCIIOIAPCHKUX MANPUEMCTB B YKpaiHi. Ha oCHOBI aHami3y CBITOBOTO JOCBiNY MOJITHKH
CUIBCBKOTO PO3BUTKY C(HOPMOBAHO NEPEITIK HAMPSIMIB MIATPUMKH MIANPUEMCTB arpapHOTO CEKTOPY,
NOTPIOHUX JJIsl aKTUBI3aLli PO3BUTKY CUIBCHKUX TEPUTOPIH B YKpaiHi.

AKTyanpHICTh 1 HEOOXITHICTh aKTHBI3aIlil  rapMOHi3allii y SKICHO HOBHX METOJIOJOTTIHUX
BUMipax (piHAHCYBAaHHS CLTIbCHKOTOCIOIAPCHKUX MIAMPUEMCTB Pi3HUX (DOPM BIACHOCTI OKPECIIHIIH
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METy HayKOBOTO TOIIYKY, HOT0 KOHTYp, 3aBAAaHHS Ta apXiTEeKTOHIKY.

KurouoBi cioBa: ¢iHaHCOBI BiJTHOCHHH, CUTBCBKOTOCHOAAPCHKI MiAMPUEMCTBA, MPABOBUN
IHCTHTYT.
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COBPEMEHHOE COCTOAHUE ®UHAHCUPOBAHHUE
CEJIbCKOXO3SMCTBEHHBIX IPEAIPUATUIA B YKPAUHE:
3KOHOMMKO-TIPABOBOI AHAJIN3

AnHoTanus. CoOBpEMEHHOE CeJIbCKOE XO35HCTBO pa3BUBaeTCs B MEPBYIO Ouepeib B
HANpaBJICHUH TOBBIMIEHUS 3PQPEKTHBHOCTH MPOW3BOJACTBA arpapHod mnpoaykuuu. s 3toro
HeoOX0AMMO YCTOMUMBOE coueTanne (PUHAHCOBO-YKOHOMHUYECKHX, TPABOBBIX M OPraHU3allMOHHBIX
(hakTOpOB € 00s3aTENbHBIM BHEPEHNEM HHHOBAIIMOHHOM COCTABIISIONIEH.

Hayunsle rccnegoBanus onupaeTcst Ha ASHCTBYIONUTYIO HHQOPMAMOHHYIO U HAy4YHYIO 0a3y,
COJIEpKAIlyl0 METOUKY OLIeHKU 3(p(peKTUBHOCTH MpUBIIEUEHHS CPECTB, UCIIOIB30BaHNE KOTOPOU
MO3BOJIIET CHUCTEMAaTHU3UPOBATh Psi ABIEHUH B TMpoILEcce Pa3BUTHs CEIBLCKOTO XO3AHCTBA,
VHHQUUIHUPOBATh MOPOLENYPYy ONpEACTCHHS HOMHHAIBHBIX 00BeMOB H 3 (HEKTUBHOCTH
roCyJapCTBEHHOW MOMOIIY NPSMBIMH METOAAMHU.

Uccnenyiorcsi oTnenbHble NpoOJIeMHbIE MPAaBOBBIE BOMPOCHI MPAaBOBOTO PErYJIWPOBAHUS
(OMHAHCOBBIX OTHOLIEHHH C YYaCTHEM CEJIbCKOXO3SMCTBEHHBIX NPEANPHUSITHIA; OIMpeaeleHbl U
000CHOBaHBI HE00X0AUMOCTb BBIICTICHUS CpelncTB (huHaHCOBOM MO IIEPIKKH
CeNbCKOXO03HCTBEHHBIX MPEANPUATHI, 0OeclieueHne aAIMUHUCTPATUBHOTO CONEHCTBHS M KOHTPOJIS
HaJ LEJEBBIM HCIOJIb30BAHUEM NPEIOCTABICHHBIX CPEACTB. BBIsBIEHB OCHOBHBIE CTaTbH
MOAJCPKKH  CEIIbCKOXO3SHUCTBEHHBIX MPEANPHUITHA B YKpaMHEe W OIpeleNeHbl TJIaBHbIE
reHepaTopoB (MHAHCUPOBAHMSA [AHHBIX MPEINOPUATHH C TO3MLUUK (PUHAHCOBO-KPEAUTHBIX
YUPEXKICHUN.

[Ipoananu3upoBaHbl KOHLENTYyaJbHbIE MOJEIN TOCYIAPCTBEHHOM MOANCPKKH Pa3BUTHUS
cenbckux Ttepputopuii B Kanane, ABcrpamuu, Urtanum un Coemumnennsix Illtatax Amepuxd.
Brinenenst OCHOBHBIE MPUYUHBI HEYIOBJIETBOPUTEIBHOTO COCTOSIHUS Pa3BUTHS
CEeNIbCKOXO3UCTBEHHBIX ~ MPEANPHUATHH, B  YaCTHOCTH  3KOHOMHYECKHE,  COIMAaJbHBIC,
MHPACTPYKTYpHBIC, YIPAaBICHYECKHE, W PACKPBITHI MPOOIEMBI, CHACPKUBAIOIINE pPA3BUTHE
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arpapHoro  cekropa B memoMm.  OmpeneneHbl  HEOOXOAWMBIE  YCIOBHS — pa3BUTHSA
CEIbCKOXO03HCTBEHHBIX PEANIPUATHI B YKpanHe. Ha ocHOBe aHaM3a MUPOBOTO OMBITA TTOJUTHKA
CEIIbCKOTO Pa3BUTHs C(POPMHUPOBAH NEpEUCHb HAPABICHUH MOIACPKKU MPEANPUATHI arpapHOTO
CEKTOpa, HEOOXOIMMBIX JUTS aKTHBH3ALUH Pa3BUTHS CEIIbCKUX TEPPUTOPUL B YKpauHe.

AKTYaJIbHOCTh M HEOOXOAMMOCTh AaKTHBHM3AaLUU M TapMOHHU3AIlMMA B KaYECTBEHHO HOBBIX
METOJOJIOTHYECKHX ~ HM3MEpPEHUSAX (PUHAHCHPOBAHHS  CEIBbCKOXO3SHCTBEHHBIX  MPENIPUSTHI
pa3MYHBIX (OPM COOCTBEHHOCTH OTPENCNWIN LeJb HayYHOTO IMOWCKA, ero KOHTYp, 3aJadd U
apXUTEKTOHHKY.

Knrwouesvle cnosa: (VUHAHCOBBIE OTHOIICHHS, CEIBCKOXO3AWCTBEHHBIC MPEINPHATHS,
[IPaBOBOY HHCTHUTYT.

®opmymn: 0; puc.: 0; Tadmn.: 2; 6ubm.: 12,

Topicality. Modern trends of the development of a mixed agrarian economy change in a
competitive environment leading to the search of new approaches, principles, methods and forms of
governance at all levels of the regional system for increasing competitiveness and sustainable
development of agrarian production. Research on the problems of development, reformation and
effective activity of agricultural enterprises in the present conditions becomes a key issue. Ukraine’s
economy undergoes significant structural changes, therefore, quantitative and qualitative
assessment of the relationship between agriculture and national economy with proper legal
regulation is necessary to determine the direction of further movement.

The works of the Ukrainian economists S. Demyanenko, I. Lukinova, O. Mogylny, O.
Onishchenko, B. Paskhaver, P. Sabluk, V. Tochilina, V. Tregobchuk,O. Shpichak, A. Yuzefovich,
V. Yurchyshynare devoted to the research of the development of rural enterprises of Ukraine and
the problems of their financing situation. Such scientists as P. Sabluk, J. Zavadsky, O. Gudzinsky,
V. Andriychuk and others have made a significant contribution to the development of the law
regulation of enterprises strategic development in the agrarian sector.

The aim of the paper is to carry out the comprehensive study of the current situation of
agricultural enterprises financing in Ukraine, to develop the substantiated proposals, to analyze the
legal nature of the regulation sphere of internal and external economic relations, their types, legal
basis of their formation, activities and liquidation.

Presenting the main material. The legal status of agricultural partnerships is determined by
the norms of the Civil and Commercial Codes of Ukraine, as well as by the relevant laws.

In accordance with Art. 80 of the Commercial Code of Ukraine (hereinafter - CC) business
associations include: joint-stock companies, limited liability companies, partnerships with
additional liability, full partnerships, limited partnerships [1].

Joint-stock company is an economic company with a share capital which is divided into a
certain number of shares of equal nominal value. The joint stock company is liable for its
obligations only by the property of the company. The shareholders, in turn, bear the risk of losses
that are related to the activities of the company within the value of shares they own.

In the limited liability company legislator determines the business partnership, the
authorized capital of which is divided into shares established by the constituent documents and it is
responsible for its obligations only by its own property. Members of the partnership bear the risk of
losses only within the limits of their deposits.

Participants of the company with additional liability also bear property liability concerning
the obligations, however, in case of property lack they are obliged to carry additional joint and
several liabilities which is a multiple amount of the deposit.

A full partnership is an economic partnership all participants of which are registered as
entities of entrepreneurship and, in accordance with the closed contract, carry out economic
activities on behalf of the partnership, incur additional joint and several liabilities according to the
obligations of the partnership with all property. Special partnership differs from the full one,
because one or several participants operate business on behalf of the partnership and bear additional
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joint and several liabilities for all their property which may be levied by law (full participants),
while other participants are present in the company’s activities by their deposits (depositors) [2].

In order to ensure scientific and technological progress in agriculture and serve agricultural
producers state agricultural enterprises having their own legal characteristics of economic and
production activities are formed.

The legal status of state-owned agricultural enterprises is determined in accordance with the
norms of the Commercial Code of Ukraine. State-owned agricultural enterprises depending on the
foundation and formation of a statutory fund are divided into unitary (commercial and state) and
corporate ones [1].

A unitary enterprise is created by one founder (Article 63 of the Civil Code), which allocates
the necessary property, forms an authorized capital, unallocated on shares, approves the charter,
distributes revenues, manages the enterprise and forms the stuff on the basis of labor lease, resolves
other organizational and economic and production issues. A corporate enterprise is formed by two
or more founders according to their joint decision. It acts on the basis of property association, labor
and business activities of the participants and their joint management of business affairs.

A state unitary agricultural enterprise is formed by the appropriate state authority in an
orderly manner on the basis of a separate part of state ownership. As a rule, it is not divided into
shares entering the scope of its management (Article 73 of the Civil Code) [1].

The property of a state unitary agricultural enterprise belongs to the state ownership and is
attached to the enterprise on the law of economic or operational management. Moreover, the state
unitary enterprise is not obliged to bear responsibility by the obligations of the owner or authority
whose sphere of management it enters. The head of the enterprise is appointed by the authority
whose sphere of management includes the enterprise and he is accountable to this authority [1].

A large part of agricultural enterprises is open and closed joint-stock companies, as well as
limited liability companies formed on the basis of state and collective agricultural enterprises [3;
88].

As it is mentioned in national legal scholarly works, agricultural business partnerships have
certain specific characteristics [4; 60].

These characteristics, in the first place, are determined by the legal feature of the movement
of the authorized capital. The increase or decrease of the authorized capital is directly dependent on
the objective factors such as yield, natural and climatic conditions, epizootics, epiphitotics and other
force majeure circumstances.

Secondly, workers of agricultural partnerships have double legal status. They act as their
shareholders, on the one hand, and on the other hand, as individuals who have labor relations with
the company. Therefore, such legal relationships are also regulated by labor legislation.

In accordance with the Law of Ukraine "On Individual Agricultural Farming”, a private
peasant farm is a business activity which is carried out without the creation of a legal entity by the
natural person individually or by persons who have family or relatives relationships and live
together in order to meet their personal needs by the way of production, processing and
consumption of agricultural products, the sale of its surpluses and the provision of services using
the property of a private peasant farm, including the sphere of rural green tourism [5].

It should be noted that members of the private peasant farms carry out their activities at their
own discretion and risk following the established legal economic order. A characteristic feature of
this activity is the fact that it does not belong to an entrepreneurial activity. In spite of this, personal
peasant farms are subject to obligatory accounting which is carried out by the local government
according to the location of the land plot.

Members of the private peasant farm have sufficiently wide rights including: self-
management, making agreements, sale of surplus production, obtaining loans, getting legal work
pensions, social state benefits and subsidies. In addition, the legislator regulated state support for
private farms. Thus, the Cabinet of Ministers of Ukraine, in accordance with national programs,
annually, when drafting the State Budget of Ukraine, authorities of the executive power and local
self-government authorities, in accordance with regional programs, provide adequate funds for
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support of private peasant farms. Obviously, the legislator also provides other measures to support
this type of agricultural activity [5, p.10].

The Law of Ukraine "On Agricultural Farming” defines the farm as a form of
entrepreneurial activity of citizens expressing the desire to produce, process and sell agricultural
products for profit using their land plots [6].

This law grants the right to form a farm by one or several citizens of Ukraine who are the
relatives or family members. This type of agricultural enterprise is subject to the state registration as
a legal entity or an individual, an entrepreneur having its own name and seals.

A characteristic feature of the farm is that it is registered as a legal entity and may have the
status of a family farm if its members are exclusively members of the same family as defined in Art.
3 of the Family Code of Ukraine [7].

State support to members of this type of farms foresees that for newly established farms
during the first three years after their creation, in labor-intensive settlements during five years,
farms with separated farmsteads, farms operating in mountainous settlements, in Polissya territories,
assistance is provided at the expense of state and local budgets. With this aim, the State Farmers
Support Fund of Ukraine [6] operates. Farmers who have the status of family are provided with
additional state support in accordance with the procedure provided by "The Law on State Support
for Agriculture in Ukraine™ [9].

Another type of agrarian enterprise is an agricultural cooperative formed by the association
of individual producers of agricultural products for the purpose of carrying out joint economic and
production activities on the basis of obligatory labor participation and obtaining profit. Agricultural
cooperative is a legal entity whose members act on the basis of self-government.

The main tasks of the state policy of supporting agricultural cooperatives include making
favorable conditions for their creation, formation and development using investment, tax, financial
and credit policy regarding the activities of agricultural service cooperatives and their members.

The activities of agricultural service cooperatives and their state support are carried out in
accordance with the state and regional programs at the expense of state and local budgets, as well as
it is regulated by the Laws of Ukraine "On Cooperatives” and "On Agricultural Cooperatives” [9,
10].

Agriculture in Ukraine is one of the leading sectors of the economy and a significant source
of foreign exchange revenues. This very industry guarantees the food security of the state which is
an integral part of Ukraine’s economic security. Agriculture concentrates more than 19 percent of
labor force, 71.2 percent of land fund, 92 percent of agricultural land and 5.6 percent offixed assets.

Nowadays the agro and industrial complex (hereinafter — AIC) have significant changes,
in particular, integration into the world economy and adaptation to the requirements of international
organizations. The state has clear requirements for the conducting business in agriculture by the
World Trade Organization and the International Monetary Fund. In recent years, state support to the
agro and industrial complex has undergone significant changes. Previously, there were small
amounts of direct state support and a special VAT regime. Thus, during 2015—2016, nearly 14,000
of business entities in agriculture took advantage of the right and received a privilege of 47.1 billion
UAH in VAT. Since 01.01.2017 the special VAT regime has been abolished.

Today, the mechanism of state support for the agrarian sector is regulated by the laws of
Ukraine "On the State Budget of Ukraine” and "On State Support for Agriculture of Ukraine". The
procedure of budget funds spending is determined annually by separate resolutions of the Cabinet of
Ministers of Ukraine. The distribution of expenditures of the state budget of Ukraine for 2017—
2019 is characterized by significant reduction in individual programs.

Budget of 2019 did not become a pleasant surprise for farmers. Instead of the promised 6.9
billion UAH it was given 5.9 billion UAH, that is, by one billion less. 1 billion USD was withdrawn
equally from two programs — "State support for livestock farming, storage and processing of
agricultural products, aquaculture (minus 500 million USD)" and "Financial support for agricultural
producers™ (also minus 500 million UAH). So the first program will allocate 3.5 billion UAH, and
the second one — almost 0.9 billion UAH. Besides, the declared program 2801580 "Financial
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support fpr agricultural producers™ has neither a clear direction nor a mechanism for allocating
funds which in conditions of instability attracts significant risks of non-fulfillment.

Table 1
Distribution of expenditures of the state budget of Ukraine for 2017—2019 (UAH million)
Name in accordance with 2017 2018 2019 changes
departmental and program plan 2019/2017
classification of expenditures and
lending to the state budget
Financial support of measures by
cheapening loans 294,9 265,9 127,2 -167,7
State support for the development of hop
growing, planting of young gardens,_ 115.6 394.9 400,0 12844
vineyards, berry plantations and caring
for them
State support for livestock sector 11,6 2 393,2 3500,0 +3 488,4
Financial support for agricultural 31915 912.9 881.8 -2300,7
producers
Financial support for farms 25,0 204,3 800,0 +775,0

The budget of 2019 provides the allocation of 800.0 million UAH for the development of
farms. For the first time in a recent history farming has been assigned by the Government as a
priority area of agrarian support and farms have been defined as a basis for rural development. A
number of different support programs will be retained for farmers: additional discount on the
purchase of domestic agricultural machinery, discount on the domestic selection seeds, advisory
services, as well as cheaper loans and granting interest-free loans. According to calculations, thanks
to the comprehensive support program in two years in Ukraine the number of farms will double, the
volume of agricultural products manufactured by them will amount to 12% of agricultural GDP.
But the most important thing is that the farmer will become the dominant player in the agriculture
of Ukraine.

To support livestock development for the next year 3.5 billion UAH is put into the budget.
Unlike cultivating grains, where the production cycle is limited to one year, livestock farming
involves long-term projects. Agricultural producers will receive their first results and profits only in
three years. Therefore, support programs in this area have been prolonged for a minimum period of
three years, and in the long term for five. Agrarian farms will be able to receive a subsidy for each
dairy cow, citizens who have calves born in their farms will receive 2500 UAH each year if they
feed them. The first effects of these support programs have already been recorded: the dynamics of
the stock has been stabilized while the average yield for a cow has increased by 2.4%.

Besides the quantity the quality of livestock products will be stimulated. A separate program
provides for discounts on purchased breeding stock, biomaterial, etc. In the segment of construction
of livestock complexes the Government takes up a quarter of all costs of investors. In 2018, thanks
to such partnership, 25 new livestock farms appeared.

Thus, in the context of economic instability, rising inflation, uncertainty in the vector of
economic and agricultural development the declared by the State Budget Law support of the
agrarian sector is formal and will insignificantly influence on the support of its development.

One of the options for the efficient financing of agricultural production is its lending. The
world practice proves it. In Ukraine the situation is exceptional. Agriculture now accounts for only
7% of the banking system loan portfolio. And only 5-6% of the capital investment in the agro and
industrial complex was formed at the expense of bank loans as well as borrowed funds. Enterprises
mostly invested their own funds — 74% according to the official statistics.
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Table 2
State financial support for business entities AIC in 2018 in the context of banks (thousand UAH)
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2801230 ""Financial support
for the farms development™ — | 78 095,65 | 33 107,46 5 250,03 7 570,31 0,00 124 023,45
total
incl. according to the directions:
partial compensation of the cost
of seeds of agricultural plants |y 901 05 | 108972 | 6000 | 373,63 0,00 6 425,20

purchased in the farms of
domestic selection

partial compensation of
expenses related to the provision 154,93 48,60 0,00 0,00 0,00 203,53
of agricultural advisory services
partial compensation of the cost
of purchased agricultural
machinery and equipment of
domestic production

partial compensation of the
interest rate on borrowed loans
provided by the state banks in
national currency

2801540 "'State support for
animal husbandry" —total
incl. according to the directions:
partial compensation of the
interest rate on bank loans
provision of partial
compensation of the cost of
construction and reconstruction
of sites financed by bank loans
2801580 ""Financial support
for agricultural producers™ 380 252,10 | 351 306,03 | 103 421,20 | 76 933,03 | 1 027,83 912 940,19
(technique)

Total 458 347,75 | 384 413,49 | 108 849,77 | 87 902,30 | 64 124,15 | 1103 637,46

69 113,32 | 28 646,74 4 477,72 6 699,79 0,00 108 937,57

3 925,55 3322,40 712,31 496,89 0,00 8 457,15

0,00 0,00 178,54 3398,96 | 63 096,32 66 673,82

0,00 0,00 178,54 3398,96 170,21 374771

0,00 0,00 0,00 0,00 62 926,11 62 926,11

The barrier to satisfy the demand of agricultural enterprises for bank loans in Ukraine is a
high interest rate, a limited range of supply of bank credit services for agrarians, disregard of the
industrial and resource potential specifics of the industry, low level of capitalization, loss of the
banking system liquidity, operational risks of banks in the process of cooperation with agricultural
producers. The imposed moratorium on the alienation of agricultural land does not permit to
register land mortgages. On the one hand, domestic farmers face the problem of secure credit
(banks require at least twice the size of the loan), on the other hand - removal of a significant part of
income to cover the high cost of loans. This impedes the introduction of innovations, leads to
irrational use of land reducing its productivity.

In 2019, Ukraine plans to allocate 5.9 billion UAH for the development of the agrarian
sector. Taking into account the total revenues of the new state budget (more than 1 trillion UAH),
the conclusion is rather sad: support for agricultural producers is less than 1% of all public
expenditures.

On the one hand, almost 6 billion UAH looks rather good (although in the budget-2018 state
support was 7 billion UAH). It considers private enterprises operating in a free market.
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But on the other hand, the world leading economies have powerful state programs to support
agricultural production, and to a large extent, global agriculture belongs to subsidized industries.
This includes direct subsidies, compensation programs of price losses, cheaper loans, etc.

At the level of the Ukrainian farmer insufficient support means reducing competitiveness on
the world market.

Taking into account the foreign experience of supporting the agrarian sector, we can suggest
the most effective measures for state caring of their own agrarian production.

In the US, subsidies account for about 25% of the cost of agricultural products. Due to the
purposeful state policy aimed at creating a comfortable climate for farmers, the productivity of farm
labor has increased by almost half during the last 30 years. According to various estimates, the
annual level of agricultural support in the United States is about $ 20 billion (it reached $ 50 billion
before joining the World Trade Organization (WTO). Budget subsidies include a number of direct
forms: compensatory payments under the programs of reducing stock and changing the structure of
crops; payments to agricultural commodity producers (per area unit or one cattle); reimbursement of
expenses for water supply, irrigation, gasification, etc.

There are also indirect forms: through the payment of research costs, insurance for crops
(products), road and bridge construction in the countryside. Other subsidies are expressed in the
deferral of credit payments, writing off state debts, preferential or interest-free loans.

Within the WTO farmers in the United States receive significant subsidies from the state and
use an additional set of indirect support measures. In general, subsidies account for about 25% of
the value of agricultural production in the United States. State policy involves stimulating the
development of agricultural production taking market conditions into account.

Government support for farmers in Canada is provided through the variety of programs: the
Net Income Stabilization Account (NISA), the program of price unification through the Wheat
Chamber, the advance payment program and the program of maintaining a consistent level of
production.

National program of the stabilization of net income is a kind of saving mechanism: it
guarantees that even an unfavorable year the farmer’s income level will not fall below the average
comparing the last three years. There is a special account of NISA which is filled with two funds.
The farmer transfers money to the first fund (the minimum contribution is 3% of the volume of his
net sales of products for the current fiscal year). The second fund gets money from the federal
government and the provincial government (in the amount corresponding to the farmer’s
contribution).

The funds on the account of NISA are kept at 6% per annum. If the income is below the
average indicator, then the difference is reimbursed. The farmer’s contributions are not considered
to be his expenses and therefore they are not levy to taxes.

To support farmers there is also an advance payment program: the government provides
cash for the grain that is on the farm. This program is called AMPA (Act on program of agricultural
product marketing). It operates in autumn, in spring another program — SCAP (Spring Advance
Payment Program) is launched. The farmer gets up to 250,000 Canadian dollars to sow. The first $
50,000 is not taxable until the 31st of August or until the final repayment of the loan. For an
advance amount of more than $ 50,000 interest is paid at a fixed rate. Interest is charged on a daily
and monthly basis.

Another Canadian know-how is the support of the agreed level of production. We mean
quotas on the manufacture of agricultural products sold domestically. Manufacturers have
guaranteed sales at a price set by the demand.

The Spaniards have rich practice in protecting the interests of farmers. It considers
primarily policies that can be bought by individual producers and groups (cooperatives) of farmers.
The insurance system is based on the close relationship between the private sector and the state.
There are three forms of such programs: CAT (catastrophic protection), GRP (insurance coverage
getting) and NAP (non-insurance aid).
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Under the policy of CAT minimal insurance is received. Acquisition of this policy is a
condition of participation in all other programs subsidized by the state. The program covers half of
the harvest at a price of 55% of the expected market value. Thus, in case of damage, the farmer will
receive compensation which is almost a third of the expected income. The most resource-limited
entrepreneurs whose income does not exceed $ 20,000 per month may be dismissed from the
payment of administrative expenses for two years.

The essence of the GRP program is that the insurance coverage is based on the average crop
yield in the district, not on a specific farm. That is, if the yield falls below the insured level the
manufacturer automatically receives compensation. This happens even if the crop of a particular
farm was the highest comparing the average one in the district.

The aim of NAP program is protecting crop producers excluded from the standard programs:
pears, citrus fruits, plums, peppers and flax. To start repayment it is necessary to have at least 35%
losses (that is, to have several affected farms). The insurance contract is concluded by a private
company that is a member of the program.

The insurance company may offer new ideas but they must be approved by the appropriate
agency where one should submit plans for final approval. The plan reflects all the necessary
information: the company’s ability to pay potential losses in accordance with the obligations, the
classification of certain categories of accepted risks (in order to make further reinsurance through
the agency).

Ukraine, taking leading positions among other exporters of agricultural products on the
global market, loses them in support of their own farmers. The policy of healthy protectionism
towards farmers is an integral part of the domestic policies of many countries of the world. Ukraine
should take this into account if the country intends to continue taking a worthy place in the world
agrarian arena.

Conclusions. The legal regime of agricultural enterprises property includes a sufficiently
full amount of rights which their members are assigned to secure their property, internal and
external legal relations. The state has taken enough care of the creation of both legislative norms
and sub legislative acts of the central and regional levels which establish the legal relations of the
agrarian sector enterprises with the authorities and local self-government on the issues of state
assistance to their production and economic activity. However, in order to ensure equal
opportunities to agricultural enterprises concerning the state aid, legislation should regulate
intergovernmental fiscal relations between different levels of government and local self-government
regarding the allocation of financial support, administrative assistance and control over the target
use of the funds provided.

The main guidelines of modernization of the system of financial support for agricultural
enterprises should include the use of tools, techniques and methods that will enable local financial
mechanisms to be effectively used: self-sustainability; financial responsibility; self-financing;
mixed funding; state financial support, the purpose of which is to create conditions for the
availability and timely provision of agricultural enterprises needs for credit resources; creation of
funds for agricultural lending; elaboration of lax crediting mechanisms, development of mortgage
lending under the pledge of agricultural land, development of credit unions, financial leasing,
preferential taxation; pricing, risk management, insurance. It is necessary to revise a number of
programs to support agricultural enterprises and choose economically proved ones to satisfy each
individual agricultural enterprise. This will be a guarantee of the growth of financial resources in
agriculture in the coming years.
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