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Abstract: This article is devoted to the problems of development of small and medium enterprises in rural
areas of Ukraine. It is shown how the cooperation of small and medium-sized enterprises can affect the
overall development of rural areas and increase its competitiveness. The influence of agroholdings on the
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Admission

Existence of market economy, even if its forming in a country is not fully
completed, unlike plan economy means that it is related to appearance of business
structures, commercial activity, enterprise and accompanying them competition.
This trend cannot avoid rural territories, although development of enterprise on
them, through the specific features of agricultural production, requires more than
time, especially it touches introduction of innovations. Enterprises in villages,
especially small and medium, provide the increase of standard of living of peas-
ants, make more active development of rural area on the whole, assist investment
activity, and do the cluster of rural area powerful. Alternative (unconnected with
agriculture) types of economic activity increase the chances of village, especially in
terms of improvement of employment — create new workplaces and provide labour
of specialists of many industries.

Today much attention of the Ukrainian scientists is spared to such direction of
activation of enterprise in rural areas, as cooperation. Cooperation is given to a central
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place in the system of modern agricultural development priorities of Ukraine. At
different levels of the power hierarchy, among scientists and economists, in other
expert environments cooperation is increasingly seen as a means of improving the
functioning of the agricultural sector and an important factor of life rural clusters.

Rural cooperatives as related to agricultural production and as unrelated, pro-
mote the comprehensive development of clusters in rural areas, providing, including
the development of social infrastructure, restoration of which in the last 20 years
was given little attention.

Methods

Co-operation is a very important problem of development of agriculture, which
is why constantly researchers pay attention the different aspects of her functioning.
Scientists examine the problem of agricultural co-operation in Ukraine from many
points of view, which conditionally can be divided into common and specialized.

Among the common problems are distinguished: legal', historical® *, manage-
ment?, informative support>®”’.

X. Taitmapsxn, Oco6IMBOCTI IIPABOBOIO IOMIOXKEHHSI CI/IBCHKOTOCIIONAPCHKOTO MepepoOHOro
KOOIIepaTuBy SIK Cy6’€KTa JOroBOpy KOHTpaKTawil, [in:] BromeTens minicTepcTBa rocTuil Ykpainu,
Ne 7, 2013, cc. 91-96.

I. Tony6, 3 icTopii KOOIIepaTMBHOTO PyXy Ha 3aXiffHOYKpPAIHChKMX 3eMIsaxX y 20-30-Ti pp. XX cT.
(Ha mpuxsazi MonovapcTBa), [in:] IcTopis Hapop. rocIofapcTBa Ta eKOH. TyMKM YKpaiHu: Missio.
30. Hayk. np., Kuis, Burr. 26-27, 1994, cc. 87-95.

B. Mapouko, YkpaiHcbKa celIsiHCbKa Koonepartiis. Ictopuko-TeopeTnynuii aciekT (1861-1929),
M.P. Kots Publishin, Knis, 1995.

I. A6pamoBa, PiHaHCOBMIT aCIeKT AeP>KaBHOI MiATPUMKM GOPMYBaHHA Ta His/IBHOCTI
Ci/IbCBKOTOCIIONAPChKIX 0OCIYroByounx KoomepaTusis, [in:] Bicuuk YKurommpcbkoro
HaI[{OHA/IbHOTO arpOeKO/IOriYHOro yHiBepcutety, Ne 1(2), 2012, cc. 33-40.

B. XapueHko, MeTopiuKa epeKTIBHOTO 3aCTOCYBaHH iHPOPMALIiTHIX TEXHOJIOT1il B arpapHOMY
nifnpremunntsi, [in:] Haykosuit Bichuk HYBiIl Ykpainu, Cepia ,ExoHoMiKa, arpapHui
MeHePKMEHT, 6isnec”, Ne 200 (2014), cc. 329-333.

B. Knouan, Crcrema iH(opMaLiliHO-KOHCYIBTALIIHOrO 3abe3eueHHs arpapHoi cdepi: MoHo-
epagpist, MITAY, Mukornais, 2012.

M. Kpomnmsko, IndpopmaniiiHa cucreMa sAK ¢pakTop 3abesledeHHsA KXUTTENiATbHOCTI
CIIbCBKOTOCIIOAAPCHKIX TOBAPOBUPOOHMKIB B PUHKOBMX YMOBaX, [in:] ,,Exonomika ATIK” Ne 1,
2009, cc. 124-128.
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Specialized or sectoral problems relating to these cooperatives: grain-growing®
sheep-breeding’, poultry farming!?, milk!! %, veterinary'?, etc.

It should be noted, at the same time, in most scientific papers on agricultural
cooperation are no research of entrepreneurship in the context of its combination
of rural cooperation.

For research was used a set of modern scientific methods, including: systems
analysis — to study the conceptual approaches to the functioning of agricultural
cooperatives in Ukraine; historical and logical method — for the analysis of mono-
graphic and documentary sources in a historical retrospective view; statistical and
economic — for the analysis of the current state and tendencies; comparative analysis
— for identify of problems and search of ways to solve them; contentanalysis — for
the explore of normative-legal base in the field of agricultural cooperation; analo-
gies — for the exposure of prospects of development.

Empirical research base were statistical collections State Statistics Com-
mittee of Ukraine, existing laws of Ukraine, as well as the actual material that the
author personally collected after processing different sources.

1. Features of entrepreneurship in agriculture

Agricultural businesses with high degree of probability can be attributed to
small, at rarer to medium enterprises, as confirmed by the Commercial Code of
Ukraine (hereinafter - the Code), in the art. 55 “The concept of entity”, which states:
“entities are:

1) economic organizations — legal entities established under the Civil Code of

Ukraine, government, utilities and other enterprises established in accordance
with this Code, and other legal entities engaged in economic activities;

8 M. Kpaseup, Indopmarniitna migrpumka 3epHoBoi Koomeparii, [in:] Haykosuit BicHuk

HanionanbpHoro yHiBepcuTeTy 6iopecypcis i mpupogokopyctyBanHa Ykpainnu, Cepis: ,,EkoHoMiKa,
arpapHmii MeHe/PKMeHT, 6i3Hec”, Burr. 249, 2016, cc. 211-220.

T. Hexxnykdyenko, OCHOBHI HanpsAMKY HifiBuieHHA epeKTUBHOCTI ranysi BiB4apcTBa, [in:]
Hayxosuit Bicuuk HYBIll Yxpaiunu, Cepist: ,lexHomorist BUpOOHUITBA i Tepepo6KM MpORYKILii
TBapuHHUITBA , Ne 236, 2016, cc. 200-206.

C. Cenpienibka, IITaxiBHMIITBO B OCOOMMCTHX CEJIAHCHKUX TOCIIOAPCTBAX: IPOOIeMI i ITepCIIeKTHBH,
[in:] ,HaykoBuit Bicauk IHYBMBT im. C. 3. I>xunipkoro’, T. 16, Ne 1 (58), 4. 2, 2014, cc. 130-134.
B. Tapkasko, T. Komiiika, JJocmipkeHHS NpOOIeM CTaJoOro €KOHOMIYHOTO PO3BUTKY
BITUM3HAHOI MOJIOKOIIepepOOHOI rajTysi IJIAXOM MOIIVPEHHA cibrocnkoonepauil, [in:] Bicank
JJninponeTposchkoro yHiBepcutety, Cepis »ExoHoMika”, Bum. 8/1, 2014, cc. 105-109.
http://a7d.com.ua/tvarinnictvo.

C. Ilonepeynnit, JI. Babuy, C. Cenperpka, PopmyBaHHs cepyt BeTepyHAPHOTO 00CTyrOBYBaHH:
Ha KOOIIepaTMBHUX 3acafiax, [in:] ,BicHuk JKnToMupcpKoro HalioHaIbHOTO arpOeKoIOrivHOro
yHiBepcutety”, Ne 1(2), 2012, cc. 117-123.

10

11

12
13
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2) citizens of Ukraine, foreigners and persons without citizenship, that carry
out economic activity”'. In the Code, is carried out distribution of subjects
of manage: subjects micro, medium and large businesses. The general feature
of their attributing to the business entities is that they must be registered
in the order set by a law as entrepreneurs.

Based on the above, is misguided opinion of some scientists, that the .. small
business most of its dissemination have got in the agricultural sector, where, after
the collapse of the kolkhoz-sovkhoz system, the private farms have become the only
source of income for most of rural families”!>.

It is necessary to emphasize two important aspects: first, the small business in
rural areas is not always associated with the agricultural sector, but may gravely affect
the development of the cluster, and, secondly, agricultural production, regardless
of volume, not always has status of enterprise.

Scientists-agrarians believe that the feature of entrepreneurship in agriculture
is seasonal production, employment and utilization of technology, uneven reve-
nue during the year, a significant effect of inflation, and the location of lot land,
big risks caused by natural factors and environmental conditions!®. However, an
additional negative impact on agricultural entrepreneurship commit institutional
dysfunction, because they are currently the biggest obstacle to the development of
the Institute of small and medium enterprises in rural areas, frequent changes and
imperfection of current legislation, bureaucratic system, difficult system of circu-
lation of documents, etc.

Under these conditions, the agricultural producer often forced spend unnec-
essarily much time to tracking of changes in the normatively-legal providing of
entrepreneurial activity and to registration of various documentation. Exactly it is
reason of that only small proportion of individual peasant economies has the status of
small and middle enterprises, although the maximal amount of agriculture products
in the regions of Ukraine for long time they had been producing'”: 8 (see table 1).

14 70b. Tocrioprapcbkumit kogekce Ykpainu: Kodexc Yxpainu, Bif 16.01.2003, Ne 436-1V, [in:] ,, BigomocTi

Bepxosroi Pagu Ykpainn’, Ne 18, Ne 19-20, Ne 21-22, ct. 144, 2003.
15 http://www.rusnauka.com/30_NNM_2010/Economics/72534.doc.htm.
16 A. Ocramuyk, B. Brosid, MaJie IiIIpNEMHNIITBO — OCHOBA CTAIOTO POSBUTKY CiTbCHKUX TEPUTOPIIt,
[in:] HayxoBuit Bicuuk HarionapHOro yHiBepcuTeTy 6i0pecypciB i IprpogoKOpuCTyBaHHs
VYxpainy, Bumn. 163, 4. 2, 2011, c. 72.
CraTucTHYHMII OPpIYHNK YKpaiHu 3a 2013 pik, [lep>kaBHa cTy»x6a CTaTUCTUKY YKpaiHM, 3a pefl.
O. Ocayrnenxka, [lep>kaBHa cmy>k6a craructukn Ykpainu, Kuis , 2014, c. 25.
Cinbcbke rocriofapcTso Ykpainy 3a 2015 pik, [lepskaBHa crrys>k6a CTaTUCTUKM YKPAiHW, 3a pef.
O. ITpoxoneHka, JlepxaBHa cryx6a ctatucTuku Ykpainu, Kuis, 2016, c. 44.
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Table 1. Agricultural production by types of producers

2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015

Agricultural
products (at constant
prices 2010), billion
UAH

including
the in agricultural | 58,00 | 72,76 | 94,09 | 121,05 | 113,08 | 136,59 | 139,06 | 131,92
enterprises

The share
of agricultural output
produced 38,4 | 40,5 | 48,3 51,8 | 50,7 | 54,0 | 55,3 | 55,09
in agricultural
enterprises, %

151,02 | 179,61 | 194,89 | 233,70 | 223,25 | 252,86 | 251,44 | 239,47

Source: authors’ own processing based on: Crarucriannii mopidamuk Ykpainu 3a 2013 pik, JepkaBHa cay»x6a
cTaTuCcTUKM YKpainu, 3a pesi. O. OcayneHka, [lep>xaBHa cimy>x6a craructuku Ykpainu, Kuis , 2014, c. 25;
Cinbcbke rocrofapcTBo Ykpainu 3a 2015 pik, [lepxkaBHa cmyx6a cratucTuky YKpainm, 3a pe. O. ITpokomnenka,
Jlep>xaBHa cy>x6a cratuctukm Ykpainu, Kuis, 2016, c. 44

2. Are agroholdings small business competitors?

The increase of part of agricultural enterprises in the production of goods
is conditioned by development of agricultural holdings. In 2005-2010 observed
a clear trend toward larger land bank and attracting foreign capital. In the context
of typical reasons for creating large agribusiness that time, the purpose of which was
primarily the rapid accumulation of resources and exit from the business owners
through profitable sale of their assets. During that period, the land bank holdings
increased by about 4 times and reached the mark of 4 million hectares, and share
of agricultural land owned agricultural enterprises increased to 18.1%. Average
annual growth of land controlled by vertically integrated structures reached more
than 30% per year. Beginning in from 2015 stopped active development of agricul-
tural holdings'®,which was one of the reasons is reduction from 2015 the share of
agricultural products produced by agricultural enterprises (see table 1).

The rapid development of agricultural holdings in Ukraine in 2015 drew atten-
tion to the magazine “Forbes” unveiling of Ukrainian companies ranking in terms
of efficiency in the agricultural business (EBITDA? per 1 hectare).

Y Vcropus arpoxonnuuros B Ykpaue, [in:] Kpymueituine arpoxonauuru Ykpaunsr 2015,

Accounanus «YkpanHckuit Ki1y6 arpapHoro 6ustaecar, Kuis, 2015, c.4.

EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization) — a company’s ear-
nings before interest, taxes, depreciation, and amortization is an accounting measure calculated
using a company’s net earnings, before interest expenses, taxes, depreciation and amortization
are subtracted, as a proxy for a company’s current operating profitability.

20
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Research of “Forbes” showed that efficiency of the Ukrainian enterprises hesi-
tated from $ 700 in “Svaroh Vest of Groups” (80000 hectares) to $ 124 in “Astarte”
(245000 hectares)?!. For comparison it is expedient to point the size of holding that
has a middle index of efliciency a “Vinnytsya agro-industrial group”, its EBITDA
on 1 hectare presents $ 347(42848 hectares). Thus, efficiency of the agricultural
holding not depends on the volumes of earth that are in a lease, but only from
natural-climatic conditions and management.

At present, statistics about the volume of leased agricultural holdings of land not
been made public, analysts cite various data: from 15% of the total arable land?2,to
almost 50% of agricultural land Ukraine, exactly so much will present 17 million
hectares of leased land shares* (according to the official Statistically, the total amount
of agricultural land in Ukraine is 36.42 million hectares®*).

By the state on beginning in 2016 over 250 agricultural holdings of different
size operate in Ukraine. It should be stressed that since Ukraine has no agricultural
land market, and all agricultural holdings, take land on lease for a fairly long period,
individual peasant economies — lessors yet long time enough will not have the
opportunity independently to process the areas. Accordingly, although the agricul-
tural holding enters to the cluster of rural area and has influence on it development,
development of agricultural cooperation it does not contribute, and furthermore
worsen conditions for the development of small and middle enterprises, because
a large holding have tend to absorption the successful enterprises that work in the
field of their interests.

Functioning of agricultural holdings has specific negative influence on rural
society, which is due to the fact that the villagers hand over land to rent, getting
used to obtain a profit and that is why not apt to the search of own production -
“niche” on the market. Not met expectations and improvement of rural employment,
because agricultural holding has facilities for the introduction of new technology and
innovation, as a consequence, inevitably reduced the number of jobs. Unemployed
villagers difficult to start agricultural enterprise, not only due to low competitive-
ness compared to agricultural holdings, but also because farmland in the vicinity
of large companies, mainly from long-term lease of these companies.

2L http://forbes.net.ua/ua/magazine/forbes/1399408-rejting-20-najefektivnishih-agrokompanij-

ukrayini#20.

C. lem’stHeHKO, ATpOXOAMHIU B YKpaiHi: fo6pe un morano? HiMelbKo-yKpalHChKuIt arpapHuit

Iiasor, [HCTUTYT eKOHOMIYHMX JJOC/TiIPKeHb Ta MOMITUYHMX KOHCY/IbTalliil, Kuis, 2008, c. 4.

23 http://www.epravda.com.ua/columns/2015/08/10/554451.

24 Cinbcbke rociofapcTso Ykpainu 2014. Cratuctirasnit 36ipHuK, Bigt. 3a sum. O.M. IIpokoreHko,
JepxaBHa cmyx6a cratucTuku Ykpainn, Kuis, 2015, c. 220.
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3. Non-agricultural enterprises in rural areas

From the point of view of development to the cluster, it is expedient to mention
enterprises that is located on rural territories, however their activity is unconnected
with agriculture or indirectly related activities, and they are not pretend for pre-
ferential treatment related to their territorial location. These companies are active
participants in clusters and positively influence their development. These companies
include research institutions, the profile of which is related to agricultural produc-
tion, they are a source of development surrounding areas, because they not only can
offer to producers new technologies, seed, fertilizer, etc., but clearly they promote.

In cases where companies have another profile, the development of rural areas
and cluster too occurs. For example, in the village Guyva, Zhytomyr region is loca-
ted Zhytomyr Military Institute is named S. Korolova, operating since 1946; State
Enterprise “Novoiavorivske state enterprise Ekotransenerho” (Lviv region, Yavori-
vskyi district, v. Novyj Yar); State Enterprise “Center for testing mobile equipment”
(Odessa region, Belyaevsky district, v. Nerubajskoe) and many others.

Among non-agricultural enterprises which are localized in rural areas, it should
be noted “pseudocooperatives”. Currently, there are two types of rural pseudoco-
operatives: the first — are those companies in which the founding documents specified
activities is not related to agriculture (for example, international passenger traffic);
the second - are cooperatives that are created solely to receive certain grant funds, or
money from State funds intended for development cooperation. In the complement
of such cooperative stores the habitants of village and their activity enter related
exactly to agriculture, however, fixed cases, when the amount of members of such
cooperative stores is folded by three persons that here are one family members, that is
why significant results from work of such micro-cooperatives not should be expected.

Activity from international transportations also assists to development to the
cluster of rural territory, however it organized with the aim of receipt of illegal
preferences and enriching of organizers pseudocooperatives. On condition of the
proper registration of activity and implementation of the tax loading, such enter-
prises have a right on existence in the cluster of rural areas.

4. Problems of determination of legal status of rural
small and middle enterprises

Status of small and middle enterprises which activity takes place in rural areas
are not fully defined. For example, consider a peasant family which is engaged in

%5 Pseudocooperative — a company which is a likeness of the cooperative. It creates for the illicit

receipt of benefits, additional revenue, government support, grants and more.
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agricultural production (poultry farming) and at the same time work in the field
of rural tourism. And all members of the family take part in both kinds of activity.

In the first case (poultry farming) there is a chance that, given signed in 2014,
“the Association Agreement between Ukraine and the EU”?6, Ukrainian policy of
development of rural areas and improving the competitiveness of the agricultural
sector will shift priorities towards supporting small producers and cooperatives,
as it is widely practiced in the European Union, and this business will have the
support of all kinds.

For the second case (business associated with tourism activity) also would
have to be positive changes. Where tourism business concerns provision of servi-
ces recreational character, it certainly cannot claim the status of activities related
to agricultural production. Unfortunately, in Ukraine deformed concept of rural
tourism and essentially does not correspond accepted in the European Union.

According to one of the main principles of its founder - WWOOF?¥, rural
tourism foundation is the exchange: in return for work done by volunteers on orga-
nic farms, rural households offer food, accommodation and opportunities to get
acquainted with an organic lifestyle. Based on the analysis of the services that offer
farms of green tourism Ukraine, this kind of tourism is only conditionally can be
classified as “rural tourism”. It can be argued that as outlined above (with WWOOF),
rural tourism in Ukraine practically does not exist, because for tourists is offered
rest, in the separate cases of walk and master classes of Easter eggs, weaving, etc?®.

Thanks to the correct definition of a profile of the enterprise, such farms as,
mentioned above in an example, the estate of rural tourism, shall receive the status
of agricultural enterprises.

In many countries are popular demonstration mini-farms on them guests can try
their hand at cheese making and winemaking, weaving. It is inexpedient to provide
to such farms the agricultural status, they have the expressed entertaining character,
though with an informative element. However, if the farm specializes in a certain
type of national crafts (for example, weaving of brooms) and visitors participate in
production in exchange for food and accommodation, this type of business, though
does not treat agricultural production, but is eligible for special support on the basis

26 Zob. Yroma Ipo acomiario M YkpaiHorwo, 3 ofHiei cToponn, Ta €spomneiicbkium Coro30M, EBpOTIENiCHKIM

CIiBTOBAPUCTBOM 3 aTOMHO] eHeprii i IXHiMu fiepykaBaMu-41eHaMy, 3 iHIIOi CTOpOHM: M XKHApOIHMIA JOKYMEHT
Bix 27.06.2014, [in:] O¢iuiitanii BicHux Ykpaiun Big 26.09.2014, Ne 75, Tom 1, ctop. 83, ct. 2125, 2014.
World Wide Opportunities on Organic Farms (WWOOF) is a worldwide movement linking vo-
lunteers with organic farmers and growers to promote cultural and educational experiences based
on trust and non-monetary exchange, thereby helping to build a sustainable, global community,
began in England in 1971.

I. Kyninr, Exonoriyauii TypusM K YMHHMK PO3BUTKY CIIbCBKMX TepuTOpiit Ykpaiunn, [in:] ,Exo-
nomika ATIK”, Ne 2, 2013, c. 84.
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of “respect for originality... and ...the importance of cultural heritage”, according to
Art. 400 “the Association Agreement between Ukraine and the EU”.

Summary

Thus, all types of business if they do not harm the environment and do not
distort the essence of rural area in its classic sense, can be seen as those that promote
rural development. The tasks of public administration in this area are support and
control. Support should apply to all areas that contribute to the development of the
cluster of rural area and control should be carried out to determine the profile of
companies operating/registered in rural areas.

Agroholdings to create competition for small and medium-sized enterprises,
which are forced to seek new economic niche for their business. The positive element
of this situation is that small enterprises can adapt to requirements of the present
quicker, for example, one of the most popular directions is production of organic
agricultural production, cultivation of animals, exotic for Ukraine.
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