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STRATEGIC DIRECTIONS TOWARDS ENHANCEMENT OF THE EFFICIENCY OF UKRAINE'S
AGRO-INDUSTRIAL COMPLEX IN CONDITIONS OF MACROECONOMIC INSTABILITY THREATS

Abstract. The article identifies the key threats that hinder the effective performance of the
Ukraine's agrarian and industrial complex in the conditions of macroeconomic instability. The authors
define strategic directions of the state policy towards improvement of the economic management effi-
ciency in the agricultural sector. The authors also develop a package of measures to overcome the
destabilizing impact of threats of macroeconomic instability and increase the level of performance effi-
ciency of the Ukraine's agro-industrial complex.
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CTPATErI4YHI HANPAMU NIABULLEHHA E®EKTUBHOCTI ®YHKLIOHYBAHHSA AMNK
YKPAIHM B YMOBAX Aili 3ArPO3 MAKPOEKOHOMIYHOI HECTABIIbHOCTI

AHomauiss. Y cmammi ideHmugikogaHO OCHOBHI 3a2p0o3u, W0 nepewkooxarme ehekmusHoOMy
yHKujoHysaHH0 AlK YkpaiHu 8 ymosax MaKpOeKOHOMIYHOI HecmabinbHocmi. BusHa4yeHo cmpame-
2i4Hi Hanpsimu depxkasHol nonimuku nideuweHHsT e¢hekmueHocmi 20crnodaptosaHHs1 8 agpapHil cghepi.
Po3spobrnieHo komnnekc 3axodie wjodo nodonaHHs 0ecmabinidyro4oeo 8riugy 3a2po3 MakpOeKOHOMi Y-
Hoi' HecmabinbHocmi ma nidsuueHHs pieHs1 egpbekmusHocmi hyHkuioHyeaHHs1 AlK YkpaiHu.

Knroyoei cnoea: echekmusHicmb; a2porpoMucsioguli KOMIIIIEKC; CiflbCbKe 20crnodapcmeo; 3agpo-
3a; MakpOeKOHOMIYHa HecmabinbHicmeb.

B. B. BoMkKo, K. 3. H., AOLEHT

CTPATEM'MYECKWE HAMPABIEHUA NOBbLILLEHUA 3®®EKTUBHOCTHU
®YHKUMOHUPOBAHUA ANK YKPAUHDbI B YCITOBUAX AEUCTBUA YIPO3
MAKPO3KOHOMUYECKON HECTABUNTbHOCTH

AHHOMauyusi. B cmambe udeHmuchuyupog8aHo OCHOBHbIE y2p0o3bl, npensmcmeyrowue sgpghek-
mugHomMy ¢pyHkyuoHuposaHruto AlK YkpauHb! 8 ycriogusix Makpo3KoHoMu4yeckol HecmaburnnsHocmu.
OnipedeneHbl cmpameaudeckue HarpaerneHusi 2ocydapcmeeHHOU nonumuKu rnoebilieHUst aghghek-
mueHOCMU Xxo3slicmeoeaHusi 8 azpapHol cghepe. PaspabomaH KOMMIeKc mep no rpomueoode -
cmeuto decmabunusupyrou,e20 BUSHUS Y2p0o3 MakKpO3KOHOMUYECKOU HecmabubHOCMU U noebiue-
Hue yposHs achgpekmusHocmu pyHKUuoHUpoeaHusi AlK YkpauHsbil.

Knroyesbie cnoea: aghghekmueHOCMb, a2porpOMbIWIeHHbIU KOMIIEKC, CeNlbCKOe X03ALUcmeo;
yapo3a; Makpo3KOHOMUYecKkasi HecmabuibHOCMb.

The publication contains the results of studies conducted by President of Ukraine grant
competition project F-63 of State Fund for Fundamental Research

Urgency of the research. Ukrainian agrarian complex is characterized by ineffective operation,
considering the existing climate, a powerful resource and production potential and established tradi-
tions of managing the rural population. The situation is complicated in terms of increased macroeco-
nomic instability threats that aggravate the transformation process and structural changes in agrarian
sphere. Thus, the conditions of uncertainty operation of agrarian complex increase, and it complicates
the prediction of the strategic options of the sector and limits the reserves of increasing economic effi-
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ciency in agrarian sphere. This leads to negative follows either economic (reduction of competitive-
ness, raw orientation of agrarian sector, reduction of investment attractiveness of the agricultural sec-
tor, deterioration of products safety, irrational environmental management) or social (loss of income
and quality of life of the rural population, the destruction of infrastructure in rural areas, rising unem-
ployment and worsening human capital in rural areas) consequences.

Target setting. It is reasonable identification of the key threats for macroeconomic instability that
impede the effectiveness of the agrarian sector in Ukraine and determine the strategic direction to
clear them.

Analysis of recent research and publications. To the study of theoretical and practical aspects
of providing effective functioning of agrarian complex dedicated scientific works of scientists such as
V. Halanets, M. Khomyak [1] Y. Lopatuynskyi [2] L. Marmul [3], P. Sabluk [4], O. Shabinskyi [5] and
others. The authors worked out the problem of ensuring the effectiveness of regional agriculture, for-
mation of institutional agrarian matrix, diagnosis of logistical support in agrarian sphere, improving
profitability of agrarian production, development of practical principles of reforming domestic agribusi-
ness and others.

Non-researched aspects of the problem. The study questions of strategic directions to enhance
the functioning of agriculture of Ukraine in terms of threats to macroeconomic instability is not enough
developed by the scientists.

Target setting. The purpose of the article is to develop a set of measures of public policy to im-
prove the efficiency of domestic Agrarian complex in terms of destabilizing impact of macroeconomic
instability threats.

The statement of the basic material. Today the effectiveness of agrarian complex of Ukraine is
complicated by the destabilizing influence of macroeconomic instability threats, especially conducting
of the warfare in Donbas. The armed conflict in Donetsk and Luhansk regions leads to
disturbance of balance in inter-economic relations in agriculture and reduces its attractiveness. Thus,
in January and December 2015 the amount of mastered capital investments in agriculture, forestry
and fisheries in Ukraine at current prices amounted to 27.9 bn. UAH. (127.1% compared to the same
period in 2014), which because of the annual inflation in 2015 - 43.3% significantly limits the options of
the efficiency of agriculture and providing of expanded reproduction in this sector of economics [6].

Nearly 35% of Donbas is not occupied and controlled by Ukrainian authorities. Thus, in 2015 in the
occupied territories planted only 50% of the projected area of spring crops. In Donetsk region it is
22.000,3 hectares of agricultural land require mine clearance and elimination of fighting. There are
10.6 thousand hectares in Luhansk region. 7 and 9.1 thousand hectares are unmined. The total mined
areas and polluted areas is 34 thousand. Hectares. Meanwhile, the agricultural land in the occupied
territories carried out the construction of fortifications. In general, agricultural land in Donetsk and Lu-
gansk regions is 26.488 thousand hectares, in the structure of sown areas of Ukraine consists 8.8%,
including in the area of agrarian complex 485 and 198 thousand hectares or 1.8 and 0.7%. All agricul-
tural products that are produced by the line of demarcation can not physically get to the domestic food
market of Ukraine. At the occupied territories farming is destroyed as a class of socio-economic rela-
tions. According to current information, over 30 thousand Ha from Novoazovsk to Artemivsk in Do-
netsk region are mined areas or are in the combat zone. Only about 6 thousand Ha are unmined [7].

Generated disparities of domestic agricultural market reduces the effectiveness of managing agrar-
ian sector. The aggravation of regional disparities in agricultural production, neglected road transport
infrastructure in rural areas, and unformed intersectional logistics linkages increase imbalance of
domestic agricultural market, which is manifested in the shortage and glut in regions of certain agricul-
tural products, the excessive number of distribution channels and intermediaries in the market , irra-
tional pricing mechanism for products, industry-imperfect structure of regional agriculture and food
stocks unbalanced funds. The situation getting complicated by increased migration within the country,
the appearance of a particular social category of people- internal migrants, whose numbers in 2015 is
about 1.7 million people [6].

According to the data from The Ministry of Agrarian Policy and Food of Ukraine in the third-quarter
of 2015 in most regions of Ukraine there was a shortage of self produced products, such as sunflower

58
Boiko, V. V. Strategic directions towards enhancement of the
efficiency of ukraine's agro-industrial complex in conditions of (co) R

macroeconomic instability threats


http://wooordhunt.ru/word/disturbance
http://wooordhunt.ru/word/balance

HaykoBuii BicHuk Moniccs Ne 4 (8), 4. 1, 2016 Scientific bulletin of Polissia Ne 4 (8), p. 1, 2016

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCI1IO4APCTBOM

oil, pork, chicken, buckwheat and sugar. Only Kiev and Vinnytsya region were provided enough. At the
same time, Poltava, Rivne, Volyn and Khmelnytsky regions almost did not need products from other
regions. However, the greatest imbalance was observed in Lugansk (pork deficit - 13.8%, sugar
86.3%, chicken 36.1%, 64.6% buckwheat) Transkarpathia (lack of sunflower oil - 95.6%, sugar 98.1 %
buckwheat 85.5%), Odessa (shortage of domestic produced pork - 23.3%, sugar 88.4%, chicken
85.7%, buckwheat 86.3%) and Chernivtsi (deficit of pork 23.6%, sugar 85, 4%, chicken 15.8%, buck-
wheat 79.9%) regions. [8]

Imbalances of agricultural production are threatening. Thus, the amount of agricultural production
still remains below the rates of 1990. In particular, the index of gross agricultural output in 2015 (in
percentage before 1990) was 88.2% and husbandry products - 53.7%. Also, output reduces in short
period: in 2015 at constant prices in 2010 produced 239.5 billion UAH of gross agricultural production
(to 95.2% before 2014), including crop production - 168 4 bin. UAH (94.8% before 2014), husbandry
production — 71.0 bin. UAH (96.3% before 2014). The efficiency of production is characterized by the
negative trends. Thus, in 2015 compared to 2014, the amount of gross agricultural output per 100 hec-
tares of agricultural land decreased to 674.2 thousand UAH (95.2%), including crop production - 474.2
th. UAH (94.7%), husbandry products - 200.0 thousand. UAH (96.3%). The amount of gross agricul-
tural output in per person decreased for 5589 UAH (95.6% for 2014). Excessively high is the part of
households in total agricultural production, which in 2015 was 44.9%, and the structure of husbandry
production - 54.5%. Thus, the smallest part of agricultural enterprises in production by region was no-
ticed in the Transcarpathian (7.6%), Chernivtsi (22.1%), Rivne (31.1%) and Lviv (33.7%) regions. [9]
The concentration of significant amounts of production in farms reduces the competitiveness of do-
mestic agrarian complex both in domestic and foreign markets, affects the quality and safety of agri-
cultural products, makes it difficult to monitor the compliance with existing rules and standards for ag-
ricultural production. The situation is worsening in the conditions of Ukraine's full membership in the
WTO and liberalization of free economic trade with the EU under which Ukraine undertook liability to
refuse admission to processors of agricultural products, produced in farms.

Insufficient integration of agrarian sector compounding the impact of threats to macroeconomic in-
stability in the agricultural market of the counties-members of the EU, considering the aggravation of
interstate relations between Ukraine and the Russian Federation. Despite the fact that the domestic
agrarian complex took the leading position in the export of agricultural products on the world market
(based on 2015 1st place in terms of exports of sunflower oil (3.3 million tons). 4th place in terms of
exports of corn (16.7 million tons). 5th place in terms of the export of barley (2.3 million tons).) [6] still
the level of its integration into the system of market relations with the EU is not high enough, consider-
ing the available natural resource potential and favorable transportation and geographical location of
Ukraine in central Europe. This situation negatively influence the effective organization of the process
of production growth and resource capacity of agriculture, reduces the reserves of formation of GDP,
limits sources of tax revenue to the state budget, impeding the new jobs appearing. The main reasons
for the lack of development of agricultural markets in the EU are: low competitiveness of agricultural
products, excessive bureaucratization export procedures, corruption in the customs authorities and the
availability of smuggled flows of products, not enough developed warehouse infrastructure, opaque
system of VAT refunds to exporters, undeveloped system of operative information about the state con-
juncture market, discrepancies and contradictions in the approaches to certification and recognition of
food safety with the EU, complicated access of small and medium producers to export trade instru-
ments.

The ratification and entry into force in 2015 economic part "of the Association Agreement between
Ukraine and the European Union" should promote strengthening of integration processes in the do-
mestic agribusiness agricultural market of the EU. This document provides an opportunity for domestic
manufacturers to import regulated amount of some products without paying import imposts. Besides,
the implementation of the Agreement also provides for the gradual removal of export imposts on do-
mestic agricultural products. In spite of the positive trends from the activation of the Agreement, the
volumes of tariff quotas are limited. Regarding this, in May 2016 the quota for grape and apple juices,
honey, barley and barley flour, sugar, processed tomatoes, corn, oats, wheat and malt and wheat glu-
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ten are fully used. Basic quota for poultry meat in the first and second quarter was used at 100%
(4000 tones on per quarterly). Also, the basic quota for semi-finished products of poultry is fully used,
and 67.2% are used for the basic quota for sugar. This year active use of additional quota for chicken
carcasses (23% of total quota) has begun. January 11, 2016 has access the EU market for domestic
dairy products. However, only 12 of the dairy processing industry have passed quality control and re-
ceived permission to export products to the EU. At the same time, Ukrainian exporters using export
opportunities within tariff quotas only 20 of the 40 available [10].

Considering the identified threats, strategic directions of state policy to enhance the functioning of
agriculture of Ukraine in conditions of macroeconomic instability should be: 1) elaboration of the tools
of restructuring of domestic agriculture, it's adaptation to the losses in the field of resource capacity
and their monetary and financial compensation from the Russian Federation as a result of military in-
tervention in Donbas; 2) getting into a balance the domestic agricultural market, building its infrastruc-
ture and logistic support, the formation of inter-industry production and marketing of regional clusters;
3) modernization of production capacities of agriculture, to balance its industrial structure, stimulating
of transformation of households into farms;. 4) approximation of domestic agricultural legislation to the
principles of the Common Agricultural Policy (CAP) EU, coordination of the national system for food
safety monitoring with European norms and standards, to facilitate the access of economic entities of
agrarian sector up to the tools of export trade.

Conclusions. In order to achieve these strategic objectives to enhance the functioning of agricul-
ture of Ukraine in terms of macroeconomic instability threats is following measures should be taken:

— to activate the process of preparing lawsuits in international arbitration institutions on compen-
sation of damages by Russian Federation, based on the agreement and coordination of the sequence
of procedure and legal actions of state institutions, strengthen the system of lobbying of national inter-
ests in the international arena, to develop mechanisms of aimed direction of a part of funds, received
donor supply to restore lost capacity of agrarian sector;

— to strengthen the work of demining of agricultural land in the liberated territory of Donbas, with
simultaneous reintegration in inter-economic relations on the basis of agrarian complex with state fi-
nancial support for housholding subject and realization of pilot projects on the basis of traditional re-
gional specialization of agriculture and stimulation of the farming households recovery.

— to carry out a systematic program information campaign on popularization of strengths and
competitive advantages of regional agriculture, which involves the development of attractive invest-
ment passports for a particular area industries to provide clarification to potential foreign investors on
availability of safe business environment in the area, where hostilities are not conducted, diversified
design mechanisms to attract investment resources on the basis of receiving grant assistance, access
to financing from international funds, formation of motivational incentives for reinvestment of profits
earned in other economic sectors in the field of agriculture and the formation of multisectoral associa-
tion of vicious economic cycle in order to increase the chain of formation added value in agricultural
production and reduce transaction costs;

— to provide institutional support to the process of adaptation of the domestic market to already
formed disproportions and overcome existing imbalances by implementing structural policy of substitu-
tion of scarce food production and the optimization of the producing structure of agriculture, logistics
systems and forming relationships according to potentials of existing infrastructure, agricultural and
horizontal vertically integrated restructuring of inter-branches clusters of supply in accordance with
the changing needs of customers, the attraction to the raw material bases and markets agricultural
products;

— to develop software support of technical and technological re-equipment of agrarian household
entities , especially small and medium farms in husbandry sector on the basis of innovation and the
leased assets with the possibility of partial compensation of the value of husbandry enterprises, pur-
chased equipment and facilities from the state and local budgets ensure the formation of economic
incentives for the transformation of households into farms on the basis of increasing their marketability
and facilitate of the access to wholesale markets;
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— to ensure the approach of national legislation in the field of agricultural development with the re-
quirements and set of rules of the CAP of EU, first of all in terms of the functioning of the agricultural
market, providing grants and payments of subsidies by switching from direct support of agricultural
producers to finance joint large-scale infrastructure projects, improvement of certification safety food
based on the creation of a national system of data management on risk food and feed, harmonization
of regulations with the requirements of 1ISO (International Organization for Standardization), building a
network of modern laboratories of control , unifying of the approaches to the identification of cattle;
facilitate access of producers of agricultural products to enter the EU market by simplifying the proce-
dure of certification, eliminate red tape and minimize human interfering in customs clearance of cargo,
seeking opportunities for increasing exports of agricultural products in excess of the tariff quotas under
the "Agreement on Association between Ukraine and the European Union".
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