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MODERN CONDITIONS OF DEVELOPMENT OF FARM ENTERPRISES OF UKRAINE
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The evaluation of modern conditions of the development of farm enterprises and directions of their development in Ukraine was carried out.
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Problem statement. According to a complex of features farm enterprises in Ukraine are similar to large farm organizations though they differ from the latter by comparatively smaller amounts of economic activity. Their specific features of agricultural production are caused by the complexity, diversity, unpredictability and certain risk in the process of production, processing and distribution of output. 
The evaluation of modern conditions of the development of farm enterprises makes it possible to define those of them that hold farm enterprises development back or facilitate its speeding up if their aggregate or individual impact increases. As the conditions of economic activity of farm enterprises constantly change with their environment, it is necessary to research them and substantiate the corresponding conclusions and suggestions. At present Ukrainian farm enterprises have not achieved the level of economically developed countries yet which proves the actuality of the article.
Analysis of the latest researches and publications. Theoretical and practical aspects of establishment and development of farming in Ukraine were studied by scientists-economists specializing in agriculture V.P.Horiovyi, O.V.Hryshchenko, V.O.Ivanchenko, I.V.Kolokolchikov, P.M.Makarenko, V.P.Makarenko, V.Ya.Mesel-Vesliak, M.M.Kropyvko, P.T.Sabluk and many others.
Purpose of the research. The purpose is to research the modern state and conditions of the development of farm enterprises of Ukraine and substantiate the main directions of ensuring their stable development.
Description of the main material. According to the results of the conducted research it was established that the development of farm enterprises of Ukraine has four stages.
The first stage of “setting up of farm enterprises” covers the period from 1992 till 1995. It started with passing the Laws of Ukraine “On Farm Enterprise”, “On Ownership”, “On Priority of Social Development of Rural Areas and Agro-Industrial Complex in National Economy”, “On Entrepreneurship”, “On Collective Farm Enterprise” and includes mass formation of farm enterprises, parcellation to farm enterprises from land reserves, measures to support the creation of farm enterprises and their functioning. It is reasonable to describe this stage of development of farm enterprises as giving rise to development.
The second stage of “establishing the style of farm life” covers the period from 1996 till 2000. On this stage the process of increasing the number of farm enterprises stops, new enterprises are not formed, the reason for such situation was the land resources’ coming to an end. Farm enterprises which had existed before developed strategies for the development of farms, mastered new crop rotations, gained new professional knowledge, bought machinery and other resources.
The third stage of “additional impact to the development of farm enterprises” (2001-2008). From 2001 till 2003 the number of farm enterprises began to grow which was the result of reorganization of collective farm enterprises and availability of additional land plots for renting.  This period is characterized by the growth of farm enterprises’ potential and concentration of machinery, material base, capital, lands which were the property of former reorganized collective farms. From 2004 till 2008 the process of capital concentration stops, partial transformation of farm enterprises into individual farm enterprises with the purpose of reducing the tax load takes place, the size of farm enterprises grows thanks to additional rent of land plots and assets of collective minor property.
The fourth stage of “quality changes in the potential of farm enterprise” covers the period from 2009 till present. On this stage the reduction of the number of farm enterprises and increase of land area in use are observed. Villagers expect from farmers better conditions of renting their plots of land.
Internal and external conditions greatly influence the efficient functioning and development of farm enterprises (fig.1).



Fig.1 Conditions of farm enterprises development
Joint action of internal and external factors, shown in fig.1 influenced the trends in the development of farm enterprises. Thus, at the beginning of formation of farmers’ way of life the state influenced considerably and due to this influence the farms were formed. Later, in the process of development, quantity indices gave way to quality ones.
The dynamics of the quantity of farm enterprises during the analyzed period was not steady. High rates of growth of number of farm enterprises were observed till 2008. Later this growth was slowed down (fig.2).
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Fig. 2 Dynamics of quantity of farm enterprises in Ukraine in the period from 1995 till 2011
The amount of land use is of great significance in the production activity of both farm enterprises and other agricultural organizations. With regard to the land area each farmer determines the direction of production, its efficiency and opportunities of selling surpluses. Farm enterprises of Ukraine have different area of land in use (table 1).
1. Division of farm enterprises of Ukraine according to the size of arable land area in 2010 – 2011 
	Index
	Quantity of farms
	Arable land area

	
	units
	 % of total number
	thousand ha.
	 % of total arable land area

	
	2010
	2011
	2010
	2011
	2010
	2011
	2010
	2011

	Farms which had arable lands 
	37220
	36624
	89,6
	89,4
	4290,8
	4345,9
	100
	100

	Including area, ha
	
	
	
	
	
	
	
	

	  Less than 0,1 ha
	341
	404
	0,8
	1,0
	0,3
	0,4
	0,0
	0,0

	1,1 – 3,0
	2375
	2199
	5,7
	5,4
	5,4
	5,2
	0,1
	0,1

	3,1 – 5,0
	2743
	2569
	6,6
	6,3
	11,6
	10,9
	0,3
	0,3

	5,1 – 10,0
	3774
	3678
	9,1
	9,0
	29,7
	29,1
	0,7
	0,7

	10,1 – 20,1
	4561
	4438
	11,1
	10,8
	70,5
	68,6
	1,6
	1,6

	20,1 – 50,0
	12973
	12711
	31,3
	31,1
	493,1
	483,2
	11,5
	11,1

	50,1 – 100,0
	4074
	4090
	9,8
	10,0
	289,5
	290,1
	6,8
	6,7

	100,1 – 500,0
	4542
	4700
	10,9
	11,5
	1042,0
	1086,4
	24,3
	25,0


Continuation of table 1

	501,0 – 1000,0
	1013
	997
	2,4
	2,4
	706,0
	700,8
	16,5
	16,1

	1000,1 – 2000,0
	584
	582
	1,4
	1,4
	802,6
	802,7
	18,7
	18,5

	2001,1 – 3000,0
	128
	135
	0,3
	0,3
	309,8
	328,0
	7,2
	7,5

	3000,1 – 4000,0
	54
	54
	0,1
	0,1
	186,3
	186,8
	4,3
	4,3

	More than 4000,0
	58
	58
	0,1
	0,1
	344,0
	353,7
	8,0
	8,1

	Farms which did not have arable lands
	4304
	4341
	10,4
	10,6
	x
	x
	x
	x


* Data of State Statistics Service of Ukraine
The fluctuation rate of numerical data of indices of farm enterprises size is rather high and the difference between extreme indices is 3880 ha. That is, both newly-formed farm enterprises with the minimum land area of 2,6 ha. and big entities with the area of more than 4000 ha. are presented at the agrarian market of Ukraine. However, small farms still comprise a greater number of Ukrainian farm enterprises. 
Farm enterprises are more successful in the development if they have well-trained staff, who professionally apply their knowledge and skills in agricultural production. The number of workers involved in farm production of Ukraine is shown in table 2.
2. Number of workers of farm enterprises of Ukraine 
(people)

	Index
	Year

	
	2000
	2005
	2008
	2009
	2010
	2011

	Number of workers - total
	71504
	133534
	111659
	102795
	98400
	99858

	Women 
	25294
	44727
	32536
	28326
	26894
	26581

	Number of women in total number of workers , %
	35,4
	33,5
	29,1
	27,6
	27,3
	26,6

	Number of workers per 100 ha arable farms
	3
	4
	3
	2
	2
	2


* Data of State Statistics Service of Ukraine
The data of table 2 prove that from 2000 till 2005 the number of workers at farm enterprises was increasing notably. In 2000 there were 71504 people, and in 2005 their number was 133534 people, but beginning with the year 2008 due to the financial crisis the number of workers began to reduce and by the end of 2011 there had been 99858 people involved in farm production.
During the period under research the ratio of women in the total number of workers dropped, thus, in 2000 it was 35,4% and by the end of 2011 it had been 26,6%.  The number of average annual workers per 100 ha of arable lands has the tendency to decrease, in 2000 their average number comprised 3 and by the end of 2011 – 2 persons per hectare.  
Farm enterprises of Ukraine prefer to deal with crop production. In the conditions of high competition they focus on producing the products which are in great demand and are most profitable. Gross agricultural output is natural and valuable result of interaction of factors of production received in crop and livestock production during a year. At farm enterprises it includes the cost of the main, collateral and accompanying produce, growth of goods-in-process and the cost of growing young plantations (table 3).
3. Production of Gross Agricultural Produce by Farm Enterprises of Ukraine 
	Index
	Year

	
	1995
	2000
	2005
	2008
	2009
	2010
	2011

	In fixed prices 2010 р, million UAH

	Gross Produce - total
	1392,4
	3125,2
	8177,5
	14141,3
	12119,1
	11965,8
	16192,5

	Including: 
	
	
	
	
	
	
	

	Crop products
	1189,8
	2903,3
	7719,2
	13194,4
	11125,2
	10840,9
	14997,7

	Livestock products
	202,6
	221,9
	458,9
	946,9
	993,9
	1124,9
	1194,8


	% to total

	Gross Produce - total
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0

	Including:
	
	
	
	
	
	
	

	Crop products
	85,4
	92,9
	94,4
	93,3
	91,8
	90,6
	92,6

	Livestock products
	14,6
	7,1
	5,6
	6,7
	8,2
	9,4
	7,4

	% to the total amount of agricultural production

	Gross Produce - total
	0,8
	2,1
	4,6
	7,0
	6,1
	6,1
	6,9

	Including:
	
	
	
	
	
	
	

	Crop products
	1,1
	3,1
	6,7
	9,7
	8,6
	8,7
	9,2

	Livestock products
	0,3
	0,4
	0,7
	1,5
	1,5
	1,6
	1,7


* Data of State Statistics Service of Ukraine
The analysis of the data of table 3 proves that the majority of farm enterprises of Ukraine are involved in crop production and this tendency is becoming stronger. Thus, the share of crop products in 1995 was 85,4%, livestock products comprised 14,6%, in 2011 these indices changed comprising 92,6% and 7,4% correspondingly. In the total amount of gross plant produce the share of farm enterprises in 1995 was 1,1% and in 2011 it was 9,2%. The corresponding indices in livestock production were 0,3 and 1,7%. 
The percentage of gross crop produce in the total amount of agricultural production was 1,1% in 1995 and in  2011 it was 9,2% while livestock products comprised 0,3% and 1,7% in 2011 correspondingly.
The most urgent problem of the development of farm enterprises is their technical support. This means the sufficient amount of agricultural machinery and equipment on which the keeping of the existing and introduction of new up-to-date technologies greatly depend. The insufficient amount of technical equipment and their worn-out state is one of the main obstacles on the way to stable development of farms. The researches prove that supply of Ukrainian farmers with agricultural machinery is gradually improving (table 4.).
4. Provision of farm enterprises of Ukraine with agricultural machinery 
(by the end of the year; items)

	 Index
	Year
	2011

	
	2000
	2005
	2008
	2009
	2010
	Items 
	 % to available quantity by the beginning of year 

	Tractors- total
	22118
	30773
	32576
	32029
	29254
	31981
	101,8

	Per 100 ha
	1,11
	0,88
	0,78
	0,77
	0,70
	0,76
	x

	Combine harvesters
	
	
	
	
	
	
	

	Grain combine harvesters 
	4585
	7688
	8734
	8662
	7743
	8492
	104,1

	Maize combine harvesters 
	165
	429
	402
	371
	344
	331
	97,4

	forage combine harvesters
	422
	641
	571
	551
	558
	560
	95,4

	Potato combine harvesters 
	126
	209
	226
	238
	365
	469
	111,9

	Beet combine harvesters 
	617
	984
	929
	853
	766
	728
	92,5

	Seeding machines 
	9982
	15115
	16157
	15990
	15453
	16984
	104,2

	Been windrowers 
	975
	2639
	2825
	2848
	2824
	3068
	105,6


* Data of State Statistics Service of Ukraine
The analysis of the provision of farm enterprises with agricultural machinery proves the general tendency to a greater number of its main kinds. Thus, in 2008 farmers owned 22118 tractors, in 2011 the quantity of tractors increased by 9863 items. The quantity of grain combine harvesters was increasing to 2009.
State support is very important for the development of farm enterprises. At present its amount is insufficient and the mechanisms are ineffective and do not meet the needs of farm enterprises (table 5).
5. State support of farm enterprises of Ukraine 
(million UAH)

	Index
	Year

	
	2008
	2009
	2010
	2011

	Received finances from the state – total 
	692,3
	658,8
	448,2
	626,3

	Including
	
	
	
	

	Budget grants 
	469,5
	111,3
	93,4
	67,3

	Of which 
	
	
	
	

	For crop production support 
	265,4
	46,4
	50,1
	22,1

	For livestock production development 
	78,2
	17,9
	7,8
	14,4

	For measures to reproduce water resources 
	0,0
	0,0
	0,1
	0,0

	Other kinds (directions) of state support 
	125,9
	47,0
	35,0
	30,8

	From value-added tax 
	222,8
	547,2
	354,8
	559,0

	Of which 
	
	
	
	

	For crop production support 
	151,3
	517,3
	302,5
	531,9

	For livestock production development 
	71,5
	29,9
	52,3
	27,1


* Data of State Statistics Service of Ukraine
During the period from 2008 till 2011 the state support of farm enterprises decreased from 692,3 to 626,3 million UAH. Especially this support reduced from budget grants. Thus, in 2011 the amount of state support decreased by 7 times in comparison with 2008. The situation with state support from value-added tax is much better. In 2008 its amount was 222,8 million UAH and in 2011 it was 559,0 million UAH.
The results of the activity of farm enterprises are influenced by gender differences of their managers. The main characteristics of performance of farm enterprises headed by women and men in 2011 are shown in table 6.
6.Main characteristics of farm enterprises in 2011 
	Index
	All farm enterprises 
	Including farms headed by 

	
	
	

	
	
	Women 
	Men 

	Quantity of farms 
	40965
	7639
	33326

	Land area in use th.ha. 
	4369,1
	661,4
	3707,7

	Including arable lands 
	4345,9
	657,5
	3688,4

	Among them tillage з них ріллі
	4221,9
	639,4
	3582,5

	Number of employees, people 
	59596
	8608
	50988

	Net income from selling agricultural produce, mln.hr. 
	13644,3
	1854,9
	11789,4

	Including у тому числі:
	
	
	

	Crop products 
	12592,2
	1696,6
	10895,5

	Livestock products 
	1052,1
	158,2
	893,9

	Profitability of farming operation, % 
	33,4
	30,2
	33,9

	Including 
	
	
	

	Crop products 
	36,8
	34,1
	37,2

	Livestock products 
	2,9
	-0,5
	3,5

	For one farm enterprise

	Land area in use, hectares 
	106,1
	86,6
	111,3

	Including arable land 
	106,1
	86,1
	110,7

	Among them tillage 
	103,1
	83,7
	107,5

	Number of workers, people 
	2,4
	х
	х

	Among them employees 
	1,6
	1,1
	1,5

	Net income from selling agricultural produce, mln.hr. 
	333,1
	242,8
	353,8


* Data of State Statistics Service of Ukraine
The analysis of the data of table 6 shows that at present farm enterprises are profitable. The level of profitability of farm enterprises headed by women is 30,2% and of those headed by men is 33,9%. Farm enterprises headed by men are bigger in terms of land use, the average number of employees and indices of cash income per farm and per 1 hectare of arable land.
Fluctuations of prices for agricultural produce result in unstable income of farmers and price risks. To avoid such situation farmers should know which crop will be profitable to grow and which will be not, plan their farm’s profitability a year ahead and be sure that it will not be loss making. To achieve this, there are certain tools for price risk management. They are futures, futures options, swaps (tools, which used to be considered the domain of only financial sector, are now intensively used in agriculture). Thus, for example, the advantage of futures market in comparison with physical market is that all contracts on the market are standardized and correspond to the established terms of delivery.  Such standardization guarantees high market liquidity that is sellers and buyers of similar contracts are found easily and the only thing which is negotiated is the price. However, such tools are not applied by farmers in full yet. 
Conclusions and perspectives of further researches. Farm enterprises of Ukraine passed four stages of development: the first one is setting up (impact), the second one is establishment, the third one is of additional impact and the fourth one is qualitative changes in the potential of farm enterprises. External and internal conditions influence farm enterprises significantly; their joint action predetermined tendencies of their development. Natural conditions of Ukraine are favorable for farming and the availability of great number of well-educated professionals and experts able to deal with farming operations, resource provision and modern technologies will facilitate its success. To avoid price risks and stay profitable it is reasonable for farmers to use such tools of price risk management as futures, futures options and swaps.
Scientific advisor Kisil Mykola Ivanovuch, candidate of economic sciences.
Conditions of farm enterprises’ development
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1.Availability of a great number of well-trained professionals, experts who have the potential to deal with farm production 


2. Farmers’ experience in farming 


3.Knowledge dynamics


4.Farm production structure  5.Production technologies


6.Resource supply


7.Internal economic mechanism


8.Production results


9.Farm human resource potential


10.Other internal conditions





1.Natural climatic conditions


2.Market mechanism


3.Market infrastructure


4.Legislative basis


5.Currency factors


6.State support (law and realization, organization and other measures)


7.Support of local authorities


8.Educational, scientific, consulting, training infrastructure


9.Farm cooperatives


10.Crediting 


11.Resource supply (seeds, fertilizers, means of pest and disease control etc.)


12.Criminal situation


13.Other external conditions)
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