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The Survival of Family Farms: Socioemotional Wealth and Factors Affecting Intention to Continue the Business are

considered. In most of FAQO's program countries in Europe and Central Asia, the farm structure is dominated by smallholder
farmers and small family farms. Small farms have many needs and limitations to their effective operation and development,
which are outlined in the work and require special support. Smallholders and family farms are often economically unviable,
and the rural population remains the poorest and most vulnerable. Despite this, they are potentially a key resource for
achieving sustainable economic, social and environmental development of the country. Family farming — both globally and
in Europe and Central Asia — is an important component in achieving several Sustainable Development Goals (SDGSs).
In this regard, a key goal of the SDGs is to double agricultural productivity and incomes nsmall food producers by 2030.
Forthese reasons, supporting small farmers and family farms is one of the main priorities in Europe and Central Asia. In Ukraine,
the development of small farming is significantly limited due to policy and market failures that have occurred over the past
20 years. Governments, private sector actors, and civil society organizations must work together to address these challenges
and create an enabling environment for agricultural enterprises to thrive. By doing so, agricultural enterprises can play a
crucial role in promoting economic growth, reducing poverty, and ensuring food security for the world's growing population.
As indicated above, very few policy interventions targeting smallholders have been identified, and most public agricultural
policy is horizontal and primarily being absorbed by bigger farms. Implementing proposed measures will boost effective

management of family farms developing.
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Formulation of the problem. Agricultural products
in Ukraine are produced by more than 50,000 agricultural
enterprises, 92 percent of which are farms. Statistically
active — approximately 32.5 thousand, of which almost
29 thousand, according to the State Statistics Service, have
4.7 million hectares of land under cultivation. Domestic
farming has long become one of the leading segments of
agricultural production.

At the end of February, the All-Ukrainian Congress of
Farmers stated that draft law No. 6013 "On the peculiarities
of the regulation of business activity of certain types of
legal entities and their associations in the transition period"
if adopted, could lead to the actual liquidation of farms
(peasants). The main goals of the work is research the
influence of family farms’ development to the agribusiness
in the world in the context of economic transformation.

Analysis of recent research and publications. The
analysis of the latest research and publications in the field
of management of the development of family farms allows
us to highlight the works of Nicholls E., Ely A., Birkin L.,
Basu P., Goulson D., Nivievskyi O., Deininger K, Halytsia O.
and other scientists.

The purpose of the article is to assess the role and
measures to support sustainable development of family
farms in the context of economic transformation; to outline
main problems and obstacles.

Presenting main material. Farms belong to small
producers of products. The main purpose of their activity
is to meet their own needs in agricultural products and
food and to sell the surplus of such products. Farms in
independent Ukraine were formed on such principles at
the beginning of the nineties of the last century. During
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the current period of their development, the goals and
objectives of their activities have changed. Currently, most
farmers produce products for sale and only a part of such
products is left for their own needs. Over the past ten years,
there has been a tendency to increase the gross production
of agricultural products by farms. In Ukraine small farmers
and agricultural producers produce more than 50% of the
gross output of all agricultural products, including 9% of the
products of farms (registered agricultural producers) and
from 41.5% of the production of individuals — households
(so-called single-person households). The other half of
production is produced by corporate farms, including
agricultural holdings. Households dominate livestock
production, producing for example 78% of milk, 74% of
beef and veal, 35% of pork, 17% of chicken. Households
also dominate the production of potatoes — 99%,
vegetables — 89%, about 20% of sunflower seeds, 25%
of cereals.

According to UN 2021 data, farms in the world produce
more than 85% of the volume of agro-industrial products,
while in Ukraine this indicator barely reached 10% of GDP,
falling by 4% compared to 2020. One of the reasons for this

Share of houscholds' gross production, %

is the focus of the Ukrainian agro-industrial complex on large
holdings, which defending their economic interest, form the
state tax and legislative policy of Ukraine.

UN Position: Decade of Family Farming

However, in the West, the main trend currently
prevailing in the global practice of agricultural industry is
the development of small farms. According to the Food
and Agriculture Organization of the United Nations (2016),
about 97% of all EU-28 farms should be considered family
farms. The Netherlands has the largest share of such farms
at 98%. In neighboring Poland, it is 90%. As of 2016, in the
EU-28, only 27.5% of the area was cultivated by corporate
farms, and the majority of the rest — by family farms.

The EU will allocate €26 million to Ukraine for the
development of agriculture and small farming in the context
of economic transformation.

In 2019, the UN declared the period until 2028 the
"decade of family farms". Local production and processing
of finished products, self-employment of rural families,
replenishment of the regional budget and state GNP are
what small family farms in other countries provide today.
And Western countries support it.
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Figure 1. The share of households in the production of cereals, sugar beet and sunflower

Source: https://www.ukrstat.gov.ua
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For example, there are about 118 rural development
programs in the EU, but most are focused on the development
of family farming, for example, the advisory service for
supporting small farms; a credit system, a preferential
tax system, support for the development of production,
dating of wages in disadvantaged areas (for example, for
mountainous areas), support for farmers' markets, control
over the distribution of agricultural land, etc. In addition,
most European countries have restrictions on land shares.
For example, in Austria, more than half of agricultural
enterprises have plots of less than ten hectares; and almost
40% - less than five hectares. That is, in Austria, at the state
level, they support the development of small family farms
and prevent the development of large agglomerations,
which would possibly have surplus profits, but would not
be interested in providing jobs and social development of
agricultural regions. In Ukraine, unfortunately, agro-oligarchs
compete in the parliament for preferences and are not going
to restrict corporate land banks.

During the last 20 years, small Ukrainian farmers have
remained on the sidelines of the state's agrarian policy
agenda. Support for agriculture in the form of significant
tax breaks and subsidies was directed at large enterprises,
which put small producers at a disadvantage in terms of
development and growth. Therefore, it is clear that if we
want to block the lumpenization of the countryside, and pull
agricultural regions out of a depressed state, we need an
effective state policy to support the development of small
farming in particular.

First of all, we are talking about financial incentives
and subsidies for running small farms in villages. In
Ukraine, according to the head of the Union of Ukrainian
Peasants, Ivan Tomycha, this figure is UAH 15-25 per
hectare. For comparison: in the world, this indicator varies
from 250 to more than 400 euros. In EU countries, it is, for
example, 300 euros/hectare, and in Japan it is 600 euros
in general”.

Or, for example, South Korea. Under the WTO's
agreement to open rice import markets, the Asian country's
government announced an increase in direct fixed subsidies

to small-scale rice farmers to about 1 million won (about
US$954) per hectare starting in January 2015.

Also, in addition to the subsidy system, the reduction
of the interest rate by 0.5-2 percent on 11 different loans
deserves special attention. For example: in South Korea's
2017 budget, a total of 15.1 billion won (about 14.4 million
US dollars) is allocated to cover costs related to direct
subsidies — and we are talking directly about the same funds
aimed at support of small farms.

Small farms in the countryside — new jobs and support of
social infrastructure. In developed Western countries and in
Asia, governments understand that the development of smalll
agricultural producers means an increase in the number of
jobs far from cities. Accordingly, the rural population not
only provides itself with everything necessary, but also
guarantees social stability and a decent standard of living
in the region.

Even according to the structure of the formation of
the local budget in Ukraine (currently, the single tax ranks
second after the personal income tax in terms of filling the
budgets of rural communities), small farms are beneficial to
local communities. A clear example of such support is the
USA, where more than 50% of new jobs in rural areas are
related to small farms.

In order to reduce the social component and within the
framework of the decentralization reform, the state transfers
the responsibility for maintaining social institutions to the
communities themselves. Accordingly, it is necessary to
provide these communities with the opportunity to earn,
namely the development of small and family farming.

Farming-oriented and supported policy is in Germany.
From 2023, the new Common Agricultural Policy (CAP)
will also change how much direct payments farmers
receive. The aid rates for the 1st pillar are now uniform
nationwide.

The so-called basic income support replaces the basic
premium and the greening premium. The estimated basic
support for 2023 is around €156/ha, according to estimates
by the Brandenburg Ministry of Agriculture, Environment
and Climate Protection.
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What will change for young farmers and animal keepers?
The redistributive premium will remain in the new CAP.
For the first 40 hectares there is now 69 €/ha, for the following
41-60 ha there is 41 €/ha. With the new basic support for
young farmers, politicians are raising the upper limit from
90 ha to 120 ha. Here, too, the subsidy rates have
increased to €116/ha. Linked animal bonuses are also new.
For ewes and goats there is 35 €/animal and for suckler
cows 78 €/animal.

In contrast to the above examples, the development
of small farming in Ukraine is significantly limited due to
policy and market failures that have occurred over the
past 20 years. Accordingly, failures in government policy
limit smallholder farmers' access to markets and financing,
which is further complicated by a moratorium on the
purchase and sale of agricultural land. The failure of the
policy lies in the fact that since the beginning of the 2000s,
the agrarian policy of Ukraine prioritized the support of big
business, and the interests of agricultural holdings were
actively lobbied. Therefore, small farming survived and
developed in conditions of rather limited opportunities. In
addition, new legislative initiatives have appeared, which
may further negatively affect the development of small
farming in Ukraine. The current format of the opening of
the land market in July 2021 and legislative initiatives
No. 3131 and 3131-d (introduction of a set tax obligation
for each hectare of agricultural land) may further limit
the opportunities for the development of small farming in
Ukraine.

It is necessary to review the concept of supporting small
farming. The key elements are as follows:

— Reformatting the current agricultural support policy
with a focus on supporting farmers; restoration of the
agricultural advisory system; creating opportunities and
promoting the formation of creditworthiness investment
projects by small farmers;

— Creation of opportunities for access to loans for small
farmers who work in conditions of lack of access to credit.
It is important that the debatable issue of lifting the
moratorium on the purchase and sale of agricultural land
will only partially solve the problem, as it does not mean the
disappearance of the risk of agricultural lending. A solution

in this situation may be a program of partial guarantee of

The basis for calculating is
Income from land lease. For
those who cultivate their own
land, the rent is effectively lost
income.

@

loans for small farmers, which can reduce such risks without
reducing the responsibility of banks in combination with other
risk management tools (for example, agricultural insurance)
to combat systemic risk.

— Providing investment support to (new) agricultural
entrepreneurs in the form of co-financing. Targeting the
funding objective and target audience is a key element.
Project/capital targeting investment should be a priority.
Itis also not necessary to completely exclude the possibility
of working capital financing. The KSE team proposed
criteria for affordability based on the income/turnover of
the enterprises and the existing database. In Ukraine,
we are proposed to limit the support program for small
agricultural producers with revenue to 0.5 million euros
per year.

— Updating the tax system. As already mentioned,
currently the system of taxation of agriculture of Ukraine in
terms of its design and administrative burden largely favors
big business.

— Implementation of world experience in creating
programs to increase awareness, knowledge and financial
literacy of farmers.

— Increasing rural income and improving the support
provided to smallholders and family farms, particularly for
rural women and youth.

— Strengthening the legal and institutional frameworks
for agrifood production and climate change resilience
for increased competitiveness and sustainability in the
agricultural sector.

Provided the measures listed in the above section are
implemented, additional fiscal control and law enforcement
measures, as proposed in draft law No. 3131-d, can be
considered.Provided the measures listed in the above
section are implemented, additional fiscal control and
law enforcement measures, as proposed in draft law
No. 3131-d, can be considered. However, for theoretical
consistency, the very concept of minimum tax liability should
be modified as follows:

Income from land lease can be the basis for calculating
MTL. For those who cultivate their own land, the rent is
effectively lost income. A rational farmer expects to earn
more from the rent — otherwise it is more profitable to
lease the land to another agricultural producer. Therefore,

The military levy and tax on
rental income should be
deducted from the MTL in order
to receive tax revenues that will
be paid to local budgets.

For those who cultivate their
own land, the rent is effectively

lost income.

Figure 4. The concept of alternative minimum tax liability (MTL)
Source: Developed by authors based on Smallholders-KSE (Smallholders-KSE_MAJII ®EPMEPY TA IX POJIb.pdf)
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the rental income will be the expected minimum income
received by a farmer who cultivates his own land or rents
it informally.

Even if a farmer can earn more than the rental income
(or less), we face the problem of determining this minimum
income on top of the rental income. Since the actual profits
of agribusiness are not taxed, taxing income on top of rental
income would also not be fair.

Also, following the approach of draft law No. 3131-d,
only the military levy and tax on rental income should be
deducted from the MTL in order to receive tax revenues that
will be paid to local budgets.

The above concept can be implemented in two ways:

— Based on actual / recorded rental prices in the area
where the plot is located (statistical data on rental prices are
available);

— Based on the annual equivalent of the normative
monetary valuation of the land.

Conclusions.Inconclusion, the challengesandobstacles
faced by agricultural enterprises in the era of globalization
are diverse and complex. Agricultural enterprises must
adapt to the changing global environment by improving their
productivity, sustainability, and competitiveness. This will
require significant investment in technology, infrastructure,
and human capital. Governments, private sector actors, and
civil society organizations must work together to address
these challenges and create an enabling environment for
agricultural enterprises to thrive. By doing so, agricultural
enterprises can play a crucial role in promoting economic
growth, reducing poverty, and ensuring food security for
the world's growing population. As indicated above, very
few policy interventions targeting smallholders have been
identified, and most public agricultural policy is horizontal
and primarily being absorbed by bigger farms. Implementing
proposed measures will boost effective management of
family farms developing.
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Jlykaw CeimnaHa MukonaieHa, kaHOuGam eKOHOMIYHUX HayK, OdoueHm kaghedpu mnybniyHo20 ynpaesniHHs ma
adminicmpysaHHsi, CyMCbKUU HaujoHarbHUl agpapHull yHisepcumem (M. Cymu, YkpaiHa)
Macbko Onez Bimanitioguy, kaHOudam eKOHOMIYHUX Hayk, doueHm kaghedpu obniky i onodamkysaHHs, CymcbKuli

HauyjoHarnbHUl agpapHul yHisepcumem (m. Cymu, YkpaiHa)

CoxaHb IHHa BimaniieHa, dokmop eKoHOMIYHUX HayK, npoghecop kaghedpu meHedxmeHmy imeHi Jl.I. Muxalinosor,
CymcbKuli HayjoHannbHUl agpapHul yHieepcumem (m. Cymu, YkpaiHa)

YINPABJIIHHA PO3BUTKOM CIMEUHUX ®EPMEPCbKUX FOCIOJAPCTB B KOHTEKCTI EKOHOMIYHUX
TPAHCOOPMALJIA: OLIIHKA IX POJII TA 3AX04M 47151 NIATPUMKMU IX CTAJIOIO PO3BUTKY

Po3ensaHymo euxusaHHSI CiMelUHUX ¢hepM: coujanbHo-eMouyiliHe bGacamcmeo ma (hakmopu, WO ernnuearmb Ha

Hamip rpodosxysamu 6i3Hec. Y binbwocmi npoepamHux kpaiH ®AO e €epori ma LleHmpanbHit A3ii 8 cmpykmypi
chepm nepesaxaromb OpibHI hepmepu ma Hegesnuki cimelHi chepmu. Mani chepmepcbki eocrnodapcmea Marompe 6azamo
rnompeb ma obmexeHb Oris ix ehekmueHO020 (hyHKUIOHY8aHHS ma po38UMKY, siki aukiadeHi 8 pobomi ma nompebyroms
crieyianbHoOi nidmpumku. [pibHi enacHUku ma ciMelHi hepMu 4acmo € eKOHOMIYHO HexXumme30amHumu, a CibCbke
HaceneHHs 3anuwaemscs HalubiOHiwum i Haltlypa3snusiwum. Hesgaxato4u Ha ye, 80HU MOMEHYIUHO € KITIOY08UM PEeCypCcoM
0r1s1 Q0Cs2HEHHSI CmMasno20 EeKOHOMIYHO20, couiarlbHO20 ma eKoroeiyHo2o po3sumky KpaiHu. CimelHi ghepmepchKi
eocriodapcmea — siK y 8CboMy ceimi, mak i 8 €epori ma LieHmparnbHill A3ii — € 8aX1U8UM KOMIOHEHMOM Y O0CSI2HEHHI KillbKOX
Llineti cmanoeo posgumky (LICP). Y 36’a3ky 3 yum kmo4ogoro memoro LJCP € modeoeHHsT npodyKmuUHOCMI CiflbCbKO20
eocriodapcmea ma 0oxodie Manux supobHuKige npodykmie xapdysaHHs 0o 2030 poky. 3 yux npuyuH nidmpumka manux
cbepmepis i cimeliHuX chepm € OOHUM i3 20108HUX fipiopumemig y €gponi ma L{enmparbHit A3ii. B YkpaiHi po3sumok Manozo
hepmepcmea 3Ha4HO 0bMexeHUl Yepes Monimuy4yHi ma puHKosi npoesarnu, siki Manu micue npomsi2om ocmanHix 20 pokie.
Ypsd, yyacHUKU npusamHo20 CeKmopy ma opaaHisauii epoMadsaHCLKO20 cychinbcmea MosUHHI npayteamu pasom, wob
supilIUMU Ui BUKIUKU ma cmeopumu cripusmiuee cepedosuuie 0715 MpousimaHHs Manoz2o hepmepcmea. Takum YUHOM,
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hepmepu MOXymb gidiepagamu supianbHy posb Y CrPUSIHHI EKOHOMIYHOMY 3P0CMaHHI0, 3HUXEHHI pigHs 6i0Hocmi ma
3abe3rneyeHHi Mpodosors4oi besneku 01151 3pocmary020 HaceneHHs ceimy. Sk 3a3HadyeHo sulye, byno suseneHo dyxe mano
MOMIMUYHUX 8mpyYaHb, CrPSMOo8aHUX Ha OpibHUX ernacHukie, i binbwicmb depxasHoI CiflbCbK020crno0apchKoi NomimuKku
€ 20pU30HMAarbHOK | NepesaxHo noanuHaembscs binbwumu nidnpueMcmeamu. Peanizauis 3anpornoHogaHux 3axodig
crnpusimume echekKmueHOMY yrpaestiHHK PO38UMKOM CiMEUHUX (hepMePChKUX 20¢rmodapcms.

Knrovoei cnoea: acpapHi nidnpuemcmea, cimeliHi goepmu, po3sumok, cimeliHi goepmepchKi 20crnodapemea, yrnpassiHHs,
€KOHOMIYHa mpaHcgopmayjs.
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