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FINANCIAL AND ORGANIZATIONAL
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FOR LIVESTOCK PRODUCERS

The article is devoted to the study of the statarftial support to the livestock industry,
which occupies a strategically important niche lre toverall structure of agricultural

production. The peculiarities and problems of pdaw financial support to livestock

producers are analyzed. It has been proven thatte#® public financial support for the

livestock industry should be based on well-defingtdategic goals and development
indicators that will capture new markets for liveet products and help improve the
competitiveness of products. The article emphasilaas the initial priorities of the state

support of animal husbandry of Ukraine are: improgat of the financial and credit and

investment policy of the state in the issues otbated increase of livestock of cattle and
production of quality products by agricultural eptéses.

The purpose of the article is to analyze the stdtdéinancial support for the livestock

industry and to substantiate measures for its ingrent.

Keywords: animal husbandry, government support, agricultymaduction, budgetary
funds, the agricultural sector of the economy.

1. INTRODUCTION

In solving the problem of food supply to the popialia, a special role belongs to the
livestock industry, as the main supplier of progduetsources of proteins of animal origin.
Instead, the domestic livestock industry is in spdisive state, which gives reason to
speak not of its development but a revival, as iaripy task of the macroeconomic
agrarian policy of the state (Yemtsev, 2012).

Effective development of the livestock industry widmtes to the strategically
important tasks, including a secured supply ofpthpulation with quality food; improving
life in rural areas and income citizens; curbing thegative tendencies of rural
depopulation; ensuring the development of ruraligdodénfrastructure. Given the
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importance of the industry, it must be closely niomr@d by the state, since it requires
operational state support, the extent of which ddpeon the current situation in the
industry.

First of all, it is important to understand whatisdering the development of animal
husbandry in Ukraine, which, by the way, is morantl88% in the structure of gross
agricultural production. One of the main factorsttthave the negative impact on its
development is the lack of stability and state swppfor agricultural producers,
unpredictable pricing policies, low export potehtad, as a consequence, the absence of
markets. All this hurts the industry. Foreign inlees are afraid to invest their funds given
the volatile economic and political situation iretbountry. If poultry and pig breeding are
more or less attractive for investment becausehef gpecific nature of production,
because in a relatively short time it is possildé anly to return the money invested but
also to make a profit, then the development of ahilusbandry requires additional
government intervention. Experts and even the naurfers themselves understand that
it takes a long time to repay the investment, nomention the extra profit (6—7 years).
And in an unstable economic situation, it is quis&y.

In recent years, agro holdings have been develogiray faster rate as they have the
financial and technical capacity to implement madgrchnologies and produce quality
products. And although cattle numbers are steatiiglining, livestock productivity is
increasing. However, at present the state has eldd take seriously the revival of
livestock breeding and is beginning to take slogpstto increase livestock (Synyavina,
2015).

2. LITERATURE REVIEW

The problem of state support for agriculture andntdying ways to improve its
efficiency has always been urgent. Therefore, @idenable number of works of leading
domestic agrarian economists are devoted to theessef state financial support for
agriculture and in particular animal husbandry, aghthem P.1. Haydutsky (Haydutsky,
2017), O.M. Galitsky (Galitsky, 2016), R.E. Demch@emchak, 2015), S.O. Kushnir
(Kushnir, 2017), Yu.O. Lupenko (Lupenko, Tulush,18]) V.Ya. Mesel-Veselyak
(Mesel-Veselyak, Fedorov, 2016), O.V. Panuhnik (Ranik, 2017), L.D. Tulush
(Tulush, 2017) and Yu.O. Ulyanchenko (Ulyancher@13). However, the current state
of the livestock industry and aspects of its stagport need constant monitoring to make
decisions about its effectiveness.

The study found that legal and economic researcddwtted by foreign and domestic
scientists over a long period reaffirmed the needfate support for the agrarian sector of
the economy to ensure the economic security oftée and the effective development of
agriculture.

3.METHODOLOGY

The methodological basis of the study is a systemapproach to defining the
fundamental provisions of the theory of state fiiahsupport for animal husbandry, as
a strategically important field of agricultural plection. In the course of the research,
a suitable complex of methods was used: dialectindl abstract — logical (for theoretical
generalization and formulation of conclusions), remic-statistical (for characterizing
the current state of the industry), monographic {ffominating the views of scientists on
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problems and categories), economic-statistical @orcomprehensive assessment of
financial support for the livestock industry ) agmphical method.

4. CASE STUDIES

Government support for the livestock sector islitng's share of the total support. The
total budget for this program is 4 billion UAH.

Budget funds are allocated for state support irfdHewing areas:

1) partial compensation of interest rate on bardnfinvolved to cover the costs
associated with the activities in the fields ofeglyegoat, beekeeping, fur farming, rabbit
breeding, silkworms, and aquaculture — partial cemsgation of interest rates on bank
loans and interest paid in the current year amaogrt 1.5 of the National Bank discount
rate);

2) partial compensation for the cost of constructamd reconstruction of livestock
farms and complexes, milking parlors, agricultymalcessing enterprises in terms of costs
financed by bank loans (the amount of compensati®?t% of the loan body);

3) a special budget grant for keeping cows of dalajry and meat and meet direction;

The grant is provided on a non-refundable basisdwi year to economic entities that
are legal entities for each available identified amgistered cow as of January 1 and July
1 of the current year in the amount of 750 UAH pead.

4) special budget subsidy for rearing cattle barrthie farms of individuals given to
individuals every four months keeping young cditleage young to 13 months of age up
to 2.5 thousand. UAH per head young in ;

5) partial reimbursement of the value purchasedddher reproduction of breeding
animals, namely heifers, calf, dairy cows, daird ameat products, female pigs and male
pigs, ewes, rams, boars and cattle and embryoatt @and embryos having a breeding
(genetic) value;

6) partial reimbursement of the cost of constructamd reconstruction of livestock
farms and complexes, milking parlors, agricultypedcessing enterpriseRé¢solution of
the Cabinet of Ministers of Ukrain2018).

Partial reimbursement of the objects is providedhi® entities on a non-refundable
basis in the amount of 30 percent of the valuéefdbject up to 500 million UAH of the
total value of such object (excluding value-addex)),t completed in the current year
stages of construction and reconstruction of livelstfarms and complexes for cattle,
pigs, poultry (including waterfowl and turkeys), lkig parlors, agricultural processing
enterprises (milk, meat, animal by-products spa&lerging to Category Il), including the
cost of equipment in accordance with the design estdnate documentation, and for
objects with a higher cost - 30 percent of the Bilon UAH.

To support the development of livestock industie2018. from the general fund of
the state budget was provided appropriations inatmeunt of 2401 million UAH. But
actually directed recipients 2389844 thous., ijgraximate remains of unused funds
amounted to — 11 156 thousand UAH , or less th&Po0lt should be noted , that the
highest percentage of not used funds and is 3.2ihesl in the program ,Compensation
cost facilities, financed by funds of bank loangakle 1).
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Table 1. State of disbursement of funds of the @#nieund of the state budget provided for
supporting the development of livestock industrés 8

Adopted decisionsregarding
payments support

Plan allocati The
Program / direction onsfor It isactuall balance not
y
2018 year Total aimed at the used funds
recipients

State support to the livestod

) 2 401 000 2393294,8 | 2389844,2 11 155,8
sector, incl .

Partial offsetting of interes

4 000,00 3 747,70 3 747,70 252,3
rates on bank loans

Compensation cost of facili
ties, financed by funds of ban 65 000,00 62 926,10 62 926,10 2 073,90
loans

Special budget subsidy for ke
ping cows

Special budgetary subsidies fi
cultivation of young greal 322 000,0 320 864,9 320 081,4 1918,6
horned cattle
Partial reimbursement of valu
purchased for further reprodu( 215 000,0 2145725 2145725 4275
ion of breeding animals
Partial reimbursement
of objects

515 000,0 514 503,8 511 836,6 3163,4

1280000,00f 1276679,9 | 1276679,9 3320,1

In the structure of expenditures on state supmortife development of livestock and
the highest share occupied expenditure for patiahbursement of the cost of objects of
fixed assets, and it is — 53.4%, that amounts 16806thousand (Fig. 1).

The share of the special budgetary subsidy for ikgepows and the budgetary
subsidy for growing young cattle is 21.4% and 13.A&%pectively, which in monetary
terms is 511 836 thousand UAH and 320 081 thoudafH, respectively. All other
payments account for less than 10% of total paysdritus, the share of reimbursement
of the value of purchased for further reproductidrbreeding animals is 9% or 214 572
thousand UAH, compensation for the value of objéic@nced by bank loans — 2.6% or
UAH 62 926 thousand. The lowest proportion of sfie@civeight occupies a partial
compensation of interest rates on bank loans — @2%7@47 thousand UAH.

Experts believe that it is appropriate to contha size of government support in one
entity trends: ,Partial compensation of the costcohstruction and reconstruction of
livestock farms and complexes, milking parlors,eeptises on processing agricultural
products in terms of cost, excluding VAT funded Imank loans” and ,Partial
reimbursement of the cost of construction and retrantion of livestock farms and
complexes, milking parlors, agricultural product®qessing enterprises” and must be
substantially limited in order to prevent the udestate support of a narrow range of
companies.
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Fig. 1. Structure of expenditures on state supipoitvestock industries, 2018%

Any areas of state support for the livestock sestmuld operate as much as possible
without the involvement of state commissions, whictpractice delay decisions on the
granting of such state support and limit the ineohent of the interested public.

Although state support for the livestock sector basn provided for since 2018, the
pig industry itself has been left out of the sttgtention, although pork producers, like
other farmers, have suffered through the abolitérquasi-accumulation of VAT, and
have also been systematically harmed by Africasdssswine fever and ,black” pork
imports. Thus, in 2020, the support of pork prodsde the form of a budget subsidy for
keeping pigs in the industry, at least at the cdt2 UAH per kilogram of pork , must be
provide Analysis of the state of use of budget 8undder the program ,State support for
animal husbandry” in 2018 indicates that most & fnds were actually directed to
partial reimbursement of the value of fixed assels276 679.9 thousand UAH, it should
be noted that in this direction the largest amaifininused funds, namely — 3320 thousand
UAH. It should be noted that in the direction oé tspecial budgetary subsidy for keeping
cows, the amount of unused funds is quite sigmtiGand amounts to 3163.4 thousand
UAH, but in percentage it is only 0.6% of the adifuplanned appropriations. In Artaud
noted the program ,Partial compensation interdssran bank loans” and ,Compensation
cost of facilities financed by bank loans” in whitie balance of unused funds 252.3
thousand UAH and 2 079.3 thousand UAH, which i®#6ahd 3.3% of the funds actually
directed to economic entities. The best use of mamé¢raced to expenses such as partial
reimbursement of the value purchased for furthpraduction of breeding animals and
a special budget grant for the rearing of youngeathus, in 2018, only 0.2% and 0.6%
respectively were not used in these areas (Fig. 2).
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Fig. 2. State of use of budget funds under thenarad'State support for animal husbandry",
2018

Studies show that, unlike other government suppagrams, the repayment of funds
by banks occurs in only two ways, namely partiahpensation of interest rate on bank
loans and partial compensation of the cost of caosbn and reconstruction of objects
financed by bank loans.

Entities who have denominated in national curreircyesident banks of Ukraine,
who have signed a Memorandum of Understanding oanamon basis for cooperation:
short-term loans (except overdrafts) and crediédineimbursement of production costs;
medium- and long-term (non-revolving) loans to goeapital (investment) expenses.
This applies only to loans raised to cover thesasturred before activity in sheep, goat
farming, beekeeping, animal farming, rabbit farmisegriculture and aquaculture.

The analysis of financial support for the developmef the livestock sector in the
context of banks shows that only 6.06% of the tetate support to the agrarian sector
was allocated to this program by the list of balid¢ed. Most of the funds, namely 63 096
thousand UAH, were paid out by other banks that reid fit into the aforementioned
aggregate, which is 98.4% of the total paymentshef bank. PISC ,Ukrex-Simbank”
makes the least money — 179 thousand UAH (Fig. 3).
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Fig. 3. Banking Support for Livestock Breeding, 2018

Higher growth rates of cattle in areas where atftical holdings are stronger are not
accidental and have a positive impact. In Ukraihere are programs at the national and
regional levels to support the purchase of dairiflecgheifers) by enterprises for the
replenishment of dairy herds. Consequently, thegeots of profitable sales of livestock
farms in such regions are much higher, and the gmatibn of several livestock support
programs produces a certain synergistic effect.

The practice of modern state support for agrariarigkraine shows that there is an
imperfect and non-transparent mechanism for selganterprises for compensation and
subsidies, as a result of these types of suppanbtiencourage owners to invest their own
funds and invest in innovative technologies andipgent, which results in reduced
production and cost increase its efficiency. Alsm, under stat come now regulated
pricing is the issue, as the situation in our countmains unchanged when the
commodity is not to receives income, and while dacgmpanies are reselling profits.

The bulk of the funds invested in the State Budgethe support of the agroindustrial
complex in 2018 (4 bilion UAH or 28.3% of all raswes) is directed to support
livestock. In the second place in terms of finagcin support for agriculture — in this
direction allocated 1 billion UAH (7.1% of the tbta

To establish the mechanism of state support, asxperts point out, it is necessary to
determine the right to receive a budget grant lier ihaintenance of cows and pigs not
only to legal entities but also to natural persengepreneurs who own cows and pigs, in
order not to repeat the previous disadvantageshefdirection of state support for
maintenance cows, when only legal persons werdesht it.

In addition, state support such as ,Partial comagas for interest rates on bank loans
raised to cover the costs associated with pursaatiyities in the fields of sheep, goat,
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beekeeping, breeding, rabbit farming, silkworm aadaculture (fisheries)” also include
a very important support tool for producers — dffag interest on working capital loans,
and not just for sheep, goat, beekeeping, horsedbrg, rabbit breeding, silkworm, aqua
ultra, but also pig breeding and animal husban8tgte support ,Partial compensation for
the cost of construction and reconstruction ofdteek farms and complexes, in part of
costs financed without VAT from bank loans” and rtizd reimbursement of the cost of
construction and reconstruction of livestock faramsl complexes” must be added to the
construction of enterprises infrastructure of ltee& complexes (technological feed mills
and workshops, feed mills) to increase localizatibits own production of feed, which is
currently insufficient.

5. CONCLUSION

Therefore, in the domestic market of livestock prad is unstable, both in terms of
prices and quantitative indicators. Its main tréndhe decline in manufacturing output
and constant these new variations.

In the current economic environment, producersateable to independently increase
production to the size necessary to meet the neette population for food. Therefore,
effective state regulation of livestock is requirétie volume of state financial support for
agrarians in Ukraine is growing annually, but ialsnost impossible to assess the role of
subsidies in the development of the agriculturat@e Some argue in favor of this form
of support for producers, on the other hand — slidssi and particularly opaque
mechanisms of payment of the state budget are dftered into funds for supporting
inefficient farms since they negate the incentit@smprove production efficiency, in
particular, lower cost, productivity, and produatatity. Low returns on providing
subsidies in Ukraine is also due to irregularifieshe use of budget funds in the district
and as a result, domestic manufacturers have uhaqoess to them. Large agricultural
enterprises have significant advantages in thiarcegeing able to obtain in due time the
necessary information and access to the structlegatng with the distribution of public
financial resources. Given this, this industrynsieed of substantial government support
that would shape economic attractiveness of caitieduction, and contribute to
expanded reproduction of livestock. All of thislities can reduce the payback period of
investment in the sector.
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