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» Abstract. Rapid changes and dynamic fluctuations in modern social development determine the relevance of
institutional transformations in the implementation of proclaimed sustainable development goals. In achieving this,
the socio-economic role of effectively reaching the institutional potential of family farms increases. The purpose of the
paper is to detail methodological judgments and develop parameters for determining the institutional potential and
socio-economic role of family farms in the implementation of the United Nations sustainable development goals for
the period up to 2030, considering national economic characteristics. In achieving the purpose, a systematic approach
and theoretical (axiomatic, analysis and synthesis, analogies) and empirical research methods (comparison, expert
assessments) were applied. The obtained results provide deeper methodological insights and characterisation of the
socio-economic and institutional role of family farming in the national economy and sustainable development goals.
Family farms play a creative role in maintaining a balance between meeting the population's needs and efficient
utilisation of agricultural potential. The paper presents an original interpretation of the category “institutional
potential” of family farms. Institutional potential can be defined as the capacity of institutions to maintain stability
and conditions conducive to fulfilling their functions, influencing the behaviour of social actors. It also involves
delineating and differentiating the socio-economic and institutional characteristics of family farming. The study also

» Suggested Citation: Lopatynskyi, Yu., Shpykuliak, O., Kyfyak V,, Shelenko, D., & Diuk, A. (2023). Socio-economic role and
institutional capacity of family farms in the implementation of the sustainable development goals. Ekonomika APK, 30(3), 18-28.
doi: 10.32317/2221-1055.202303018.
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substantiates economic, social, and environmental factors affecting the development of family farming concerning
their role in achieving sustainable development goals. The necessity of making managerial decisions at various levels
to increase the level of sustainability of the agri-food system was noted. The practical value of the study is provided by
methodological generalisations, consolidation of knowledge, and confirmation of theoretical conclusions about the
features of the functioning of family farms in the context of proving the objectivity of their socio-economic role and
the effectiveness of using institutional potential in the implementation of sustainable development principles

» Keywords: entrepreneurship; sustainable development principles; food security; institutions

» Introduction

The dynamism and non-linearity of contemporary world
development necessitate the need for supporting institu-
tions and regulatory mechanisms for societal progress. The
role of economic systems in ensuring adequate living con-
ditions, economic activities, and sectors thatbalance inter-
ests and limited resources of the national economy while
preserving essential potential for future generations is in-
creasing. Family farming plays a crucial role in achieving
harmoniouseconomic,social,andecologicaldevelopment.

Ensuring food security is one of the primary goals of
sustainable development, and family farming can provide
a local consumer base with food products, reducing reli-
ance on imports and supplies from distant regions within
the country. In addition, family farms typically engage in
agricultural activities on small plots, utilising convention-
al methods mainly, which help conserve soil resources,
biodiversity, and minimise the negative environmental
impact of economic activities (Guth et al., 2022).

Family farming holds the potential to address impor-
tant challenges related to poverty reduction, inequality,
enhancing food security, and producing food items while
preserving natural resources. They contribute to local
employment and economic development, reducing ru-
ral-to-urban migration, especially among the youth, and
strengthening the overall resilience of rural areas and their
communities. Thus, C. Umstétter et al. (2022) discuss the
social sustainability of farms.

The special relevance of this subject is underscored
by the UN Decade of Family Farming (2019). This is an
important initiative that promotes the diversity of family
farms to achieve all the sustainable development goals.
Family farms are the main actors in achieving these goals,
as they comprehensively embody all the characteristics
of sustainable development institutions. The Decade
of Family Farming promotes the integration of three as-
pects of sustainable development: stimulating economic
growth, social integration, and environmental protec-
tion. It encourages the participation and partnership of
stakeholders, fostering their collaboration and interest in
achieving the proclaimed objectives.

However, despite their importance, family farms, as a
form of agrarian entity, face numerous challenges. These
challenges include a lack of financial resources (Bérawski,
2008), inadequate support from governments (Bojnec et
al., 2022), difficulties in accessing markets, and lower com-
petitiveness compared to large agro-industrial companies
(Dung et al., 2021). Hence, it becomes vital to establish and
empirically outline the institutional role of family farms as
a fundamental basis for shaping their development strat-
egies. E Becot & S. Inwood (2020) argue that family farms
critically need institutional and social support, being a
decisive factor in their overall development. The rapid

technological advancement and dynamic fluctuations
accentuate the necessity of forming a renewed founda-
tion for agricultural development, wherein family farms
become key actors driving the development of sustaina-
ble institutions within the agricultural sector as a whole.

The purpose of the paper is to establish the socio-eco-
nomic and institutional role of family farming as a con-
ductor of initiatives, practices, and mechanisms for en-
suring sustainable economic development through the
achievement of the UN 2030 goals.

» Literature review

In the context of wartime conditions and prospects for
post-war economic recovery in Ukraine, the relevance of
fully achieving the potential of peasant farms, especially
family farms, has become evident. These farms play a cru-
cial role in ensuring local food security. The value of family
farms and other small-scale forms of agriculture has been
recognised, and their importance has been acknowledged
in studies and publications. These achievements form the
foundational basis for shaping the development concept
of family farms. However, there are existing challenges.

Key scientific discussions in global academia regard-
ing the development of family farms and defining their in-
stitutional role are related to the following aspects:

Efficiency and environmental productivity. Previous
empirical studies show that farm size is inversely related to
productivity — the larger the farm, the lower the production
per unit of land (Dung et al., 2021; Bojnec et al., 2022; Guth
etal., 2022). This is due to changes in transaction costs as-
sociated with various operations on the farm. N. Vasylieva
& J.Jr. Harvey (2020) highlight that when labour costs are
a significant portion of production expenses, small farms
can have substantial advantages over larger farming enti-
ties, such as self-control, motivation for meticulous work,
and flexible management forms to adapt to unpredictable
conditions and fluctuations. However, M. Zieliniski (2019)
indicates that low incomes in small farms do not incentiv-
ise their owners to modernise, increase the value of assets,
and enhance the added value of production. The author
established that the reason for this is that about 69% of
managers of small farms do not have formal training for
the profession of a farmer.

P. Bérawski (2008) evaluates the performance of small,
medium-small, and medium-large farms, indicating their
excessive liquidity, leading to a lack of investments and
potential financial deterioration in the future. However,
these farms have low debt ratios and limited development
potential. Thus, empirical data show that there is no single
economically optimal agricultural structure, so a variety
of forms is the key to the sustainable development of the
agricultural sector.
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Social development and poverty reduction. In the
works of C. Umstitter et al. (2022),Y. Gao etal. (2019), F Be-
cot & S. Inwood (2020), the development of family farms
has been identified as a means to ensure broader partici-
pation in decision-making and political processes within
rural communities. This can enhance their self-sufficiency
and facilitate more effective solutions to human develop-
ment and strategic planning issues. However, it is impor-
tant to maintain a balance between small and large farms
as both approaches can have their advantages and dis-
advantages depending on various factors such as market
conditions, climate factors, etc. For instance, O. Yermakov
& I. Kostetska (2022) compare the experiences of Ukraine
and Poland and highlight the importance of creating so-
cio-economic conditions for rural development, which
requires adequate living standards for rural communities
and substantial financial resources for their livelihoods.

Several provisions were analysed to improve the in-
stitutional environment for the development of farms,
providing a necessary foundation for the development of
programs and projects in this sector that can increase pro-
ductivity, enhance product quality, and ensure sustaina-
ble farming practices.

Legal field. For example, the concept of a “farmer”
is interpreted differently in two Polish laws. In the Bank-
ruptcy Law, a farmer is considered a person who is not
engaged in entrepreneurial activities, while the Restruc-
turing Law does not provide a clear rationale for such a
decision, implying that farmers use institutions similar to
entrepreneurs to restore the solvency of their farms (Law
of Poland..., 2015; Bankruptcy procedure in..., 2021).. Ac-
cording to M. Komarowska (2018), it would be beneficial to
differentiate bankruptcy provisions for farmers, allowing
them to declare bankruptcy after meeting certain require-
ments (such as maintaining accounting records and regis-
tering with the appropriate judicial register). This uncer-
tainty is typical for some other EU countries, and Ukraine.

Thus, P. Colnago et al. (2021) discuss the need to ad-
dress the shortcomings of sustainable development on
family farms. It is proposed to implement strategies that
differ between farms depending on the availability of re-
sources and technologies, which confirms the need for
a systematic perspective and individual decisions on re-
source management and the organisation of the agricul-
tural system as a whole.

Different types of farms are characterised by varying
levels of social integration. The social integration of farm-
ers depends on the individual characteristics of the farm,
as small farmers and part-time farmers show less social
integration than full-time farmers (Schou et al., 2022). It
is suggested to extend social attachment to three compo-
nents: community engagement, commitment to responsi-
bility, and commitment to conventional production.

Radical digital transformations are a global trend in
the development of the agri-food industry. Significant im-
provements in economic efficiency, rational use of natural
resources, rapid exchange of up-to-date information, new
markets, and economic opportunities in the context of
modern climate change are possible with digital transfor-
mation (Borodina et al., 2021; Lupenko, 2021).

The emergence of new and powerful digital tech-
nologies has considerably changed the way businesses
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produce. As proved by S. Peng et al. (2023), factors related
to environmental innovation and investment in pollution
control play an important role in shaping the link between
digital transformation and pollution emissions, and the
impact of digital transformation on pollution reduction.
Climate change adaptation is a pillar of sustainable devel-
opment that requires strategic family farming planning
(Junges et al., 2022).

»Materials and Methods

The investigation of the socio-economic role and institu-
tional potential of family farms in achieving sustainable
development goals is multifaceted and multi-elemental.
Therefore, the paper is based on a systemic approach, as-
suming that the studied components form a whole and
are interconnected.

Contemporary social development is directly depend-
ent on formal and informal institutions, such as norms
and rules that determine the actions and behaviours of
social actors. This justifies the application of institutional-
ism theory as the methodological foundation for the con-
ducted study.

The definition of categories used in international re-
search to ensure their compatibility with national con-
cepts is based on T. Bartol’s (2023) study. Specifically, the
categories of “small farm” and “small-scale farm” are en-
countered in the research literature, and it is noted that
these concepts cannot be clearly distinguished and are
often used interchangeably. This paper uses the category
of family farms.

The achievement of the United Nations Sustainable
Development Goals for the period up to 2030 (Trans-
forming our..., 2015) serves as a strategic reference point,
wherein the agri-food sector plays a crucial role. At the
tactical level of research, the UN Global Action Plan for
the United Nations Decade of Family Farming 2019-2028
(2019) is considered.

Obtaining the status of a candidate for membership in
the European Union Ukraine determines the expediency
of investigating the European Green Deal policy (Striving
to be..., 2019).

The paper uses several general theoretical research
methods. Thus, an axiomatic method was applied to justi-
fy the status of the socio-economic and institutional roles
of family farms in achieving sustainable development
goals. Analysis and synthesis were used to determine the
trends in the formation of family farms in the agricultur-
al sector of the Ukrainian economy and the general signs
of their functioning in the context of implementing the
mechanism for achieving sustainable development goals.
The method of analogies was used to qualify the general
economic role, socio-economic and institutional effec-
tiveness of family farms as a separate type of business en-
tity. The paper also uses empirical research methods, such
as comparison, to contrast the economic performance
definitions of farms and agricultural enterprises. The gen-
eralisation method is used to summarise the main find-
ings of this study.

Official statistical data on the socio-economic results
of farmers ‘ activities in Ukraine and the dynamics of pro-
duction of various types of goods by farms in Ukraine
were utilised (Agriculture of Ukraine..., 2022). Strategic



documents and concepts were used, and scientific devel-
opments and publications concerning family farming de-
velopment were considered within the relevant priorities
of the roadmap for the development of agri-food systems
and rural areas.

» Results and Discussion

Ukraine possesses considerable potential in family farm-
ing — a sector of agricultural entrepreneurship that has
become crucial in the modern development of rural areas
and in ensuring food security at the national and local lev-
els (Peculiarities of the..., 2022). The family farming model
or type of organisation in Ukraine’s agricultural sector has
undergone institutional evolution since the early 1990s.
The emergence of the family farming movement is linked
to the gradual shift from collective and state forms of
farming towards a market-oriented model based on pri-
vate ownership of production means, including land.

Recently, starting in 2016, family farms as a variety of
smallholder family-based enterprises gained some preva-
lence within the institutional framework of the agricultur-
al market and rural development in Ukraine (Peculiarities
of the..., 2022). The introduction of family farms into the
institutional system of the agricultural market and rural
territories is driven by the need to provide organisational
status to a large number of household farms and personal
peasant farms, which highlights the institutional potential
of family farms.

The current development of family farming and the
mechanisms and factors contributing to its institution-
alisation should be examined within the context of sev-
eral factors: wartime conditions and post-war economic
recovery perspectives in Ukraine, the implementation of
measures and national policies as a candidate for Euro-
pean Union membership, the Sustainable Development
Goals for the period until 2030 (Transforming our...,
2015), the Decade of Family Farming 2019-2028 (2019),
and the policies of the European Green Deal (Striving to
be..., 2019). These four segments of scientific-practical
knowledge form a system of rules and norms, considering
the importance of preserving the traditions of the fami-
ly farming movement on the European continent while
strengthening the role of family farms in ensuring food
security and supporting rural development.
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Family farms will have distinct roles in sustainable de-
velopment when considering the social-economic aspect
on the one hand and the institutional aspect on the other
hand. Social-economic parameters can be seen at a tac-
tical level, mostly related to addressing current tasks and
immediate challenges. The institutional level should be
considered a strategic one, which concerns the formation
of institutions of sustainable development in Ukraine,
posing a promising task.

The priority goal of the agricultural sector for Ukraine
today is to support the farming movement in wartime and
post-war recovery — with the establishment of the farmer
as a stable guarantor of food security. Currently, small-
holder family farms not only ensure food security but also
support internally displaced people, contribute to the de-
velopment of territories, etc.

Ukraine is now on the path of developing family farm-
ingas a viable and scientifically confirmed model based on
private ownership, individual management, and the three
main components of family entrepreneurship (Spaskyi,
2019). The organisation of family farming is based on
principles of social-economic inclusivity and sustainabili-
ty, derived from a theoretical and analytical assessment of
their current development status, projections for effective
management support, and the formulation of conceptual
principles for the future development of the family farm-
ing movement.

In the context of modern development, especially in
wartime situations, the mechanism of self-organisation of
small farms and the institution of self-sufficiency in the
food supply has become more active, reflecting national
traditions in the organisation of life and farming in rural
areas. One of the organising elements of this process is
a simple form of cooperation, based on the formation of
social capital of mutual trust without formal cooperative
characteristics. From an institutional and legal perspec-
tive, “family farms can be created in the form of a legal
or physical entrepreneur (at the founder’s discretion). In
practice, family farms are a type of farm founded and op-
erated exclusively by members of one family; they may use
the labour of only their family members, without involving
hired workers” (Hubeni, 2022). It is appropriate to identify
different types of family farms based on institutional and
organisational-economic characteristics (Table 1).

Table 1. Institutional and organisational-economic characteristics of family farms in Ukraine
Features

Institutional

Legal entity — authorised

Organisational-economic
Founders - private individuals
Size —large and medium-sized, small enterprises

Legal or physical person — establishment based on a

declaration of creating a family farm

Founders — family

Size — small and microenterprises

Source: Law of Ukraine No. 973-IV “On Farming Enterprise" (2003); Law of Ukraine No. 1067-IX “On Amendments to the
Law of Ukraine “On Family Farming Regarding the Stimulation of the Creation and Operation of Family Farms” (2016)

The formalisation of the status of a peasant farm
means obtaining the corresponding organisational form,
which is institutionally regulated according to the legis-
lation. Firstly, status — a legal or physical person defined
by family farms, and other small forms, belong to the 4th
group of unified taxpayers under the simplified system.

Secondly, the form of organisational activity includes per-
sonal peasant farms, family farms, and farm households.

Institutionally, a farmer is an owner, and a farm is a
form of implementing one’s economic and entrepreneur-
ial skills in the market mechanism to achieve socio-eco-
nomic benefits, including obtaining entrepreneurial
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profit. The acquisition of the status of a farmer, as a sub-
ject of entrepreneurial activity in the form of a farm (legal
entity or individual entrepreneur), is based on ensuring
compliance with legislatively defined criteria, which in-
clude the employment of household members, specifics
of engaging hired labour, the area of agricultural land, and
the size of the income earned (Lupenko, 2021).

A family farmer is the owner of their economic activi-
ty and the head of entrepreneurial concepts through per-
sonal work and cooperation with members of their own
family. However, small farm owners are increasingly un-
der pressure due to the transformation taking place in the
global food system and supply chains. Large processors,
wholesalers, and supermarket chains are increasing their
purchasing power concentration, using strict standards,
both public and private, and seeking greater vertical inte-
gration. This leads to more difficult conditions of competi-
tion and pressure on small farmers. To ensure the viability
of small-scale farming, innovation, and protection from
biased competition in the market and its unfavourable
conditions are necessary.

The agri-food business plays an active role in the im-
plementation of the concept of sustainable development,
as the projected outcome to be achieved through progress
within the UN’s Sustainable Development Goals for the
period up to 2030 (Transforming our..., 2015) includes the
expansion of capabilities to overcome hunger, which di-
rectly relates to family farmers. This issue is not new, as
approaches to its resolution have evolved throughout hu-
man history, as the modern economy of human livelihood
requires sustainable development across all areas of eco-
nomic activity. Agricultural activity correlates with the de-
velopment of rural areas. However, the problem of hunger
is becoming more and more acute due to the increase in
the population on Earth, urbanisation of territories, man-
made problems, and depletion of resources. Economical
use of agricultural resources is one of the main global pri-
orities for sustainable development. However, there are
certain challenges and obstacles to farm development,
such as high initial investment costs and instability in the
agri-food market. Therefore, to ensure the sustainable de-
velopment of agriculture, favourable conditions for the
development of farming are needed, such as state support
and the creation of favourable conditions for interaction
between farmers and other market players.

In the world practice of small agricultural business
development, family farms are active, systematic guides
to the practices of ensuring food supply to the popula-
tion and sustainable development of rural areas. However,

family farms are organisationally, economically, and insti-
tutionally limited in their development prospects. This is
a simple system for organising business processes, which
does not always positively correlate with their sustainabil-
ity. The form of complication the investigated system can
be cooperation as a way of organising agriculture.

As noted by T. (Ch.) Gong et al. (2019), R. Rudnicki et
al. (2023), and family farms that are not members of coop-
eratives demonstrate the lowest technical efficiency and
the largest gap between observed and potential produc-
tion.The authors suggest thatmembership inacooperative
may allow farmers to learn more advanced technologies
and take advantage of methods to increase productivity.

To enable small peasant farms to rise from the local or
regional level to the national and global levels, state sup-
port and the creation of conditions for cooperative devel-
opment are necessary. In Ukraine, this aspect of the prob-
lem is addressed in a fragmented manner, stemming from
the nature of social capital regarding the organisation of
economic interactions in rural areas Peasants lack the mo-
tivation to join formalised economic coalitions, including
cooperatives (Shpykuliak & Bilokinna, 2019), not only in
the agricultural sector.

It is essential to emphasise that stimulating employ-
ment through support for the development of peasant
farms, such as forming family farms and their integra-
tion into cooperatives, should become a priority. Such a
range of events will gradually address many problems of
wartime and provide an impulse for post-war recovery in
rural areas. There are also prospects for the development
of family farms with Ukraine acquiring the status of a can-
didate member of the European Union. Expected areas
for the development of the investigated subjects in the ag-
ricultural economy can be outlined based on a scenario
approach (Gaviglio et al., 2019; Lopatynskyi et al., 2021).

A retrospective analysis of the development of fami-
ly farming in Ukraine indicates certain inconsistencies in
the role and value of these farms compared to the global
tradition. Family farms have their roots in peasant yards
and households that have played and continue to play a
role in self-sufficiency in food production.

Amid wartime conditions and considering the pros-
pectsofpost-warrecoveryin Ukraine, includingrural areas,
theinstitutional and organizational-economicroles offam-
ilyfarms, amongothers, have changed. This type of farming
increasingly becomes a driver in ensuring economic pros-
perity in rural areas and the welfare of citizens, families,
and farmers. The importance of farms in the development
of the agricultural sector is considered below (Table 2).

Table 2. Structural assessments of socio-economic performance of farms in Ukraine

Farms, % Year
2015 2016 2017 2018 2019 2020 2021
in the total number of operating agricultural enterprises 71.2 | 70.6 | 749 | 73.1 | 79.1 | 65.6 | 90.2
in the total land area of agricultural enterprises and citizens — farmland | 11.9 | 12.2 | 125 | 14.1 | 14.2 | 13.8 | 13.2
—arable land 13.6 | 13.8 | 143 | 152 | 153 | 16.6 | 18.6

in the total number of employed population in the agricultural sector 3.3 34 34 2.9 3.0 2.7 2.6

in the production of agricultural products (all categories) — total

7.9 8.7 8.7 109 | 11.6 | 10.7 | 12.7

— crop production

104 | 11.2 | 11.3 | 13.3 | 14.1 | 13.2 | 149

—livestock products

1.9 2.0 2.0 2.1 2.3 2.5 2.9

Source: (Agriculture of Ukraine..., 2022)
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According to statistics, farms occupy a considerable
share in the performance of agricultural enterprises in
Ukraine. In particular, they account for a significant share
of agricultural production and provide jobs for the local
population. Notably, family farms often specialise in culti-
vating niche crops, allowing them to diversify production
and ensure high-quality products.
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The production structure of family farms can change
depending on shifts in market conditions and demand for
different types of products (Fig. 1). Therefore, to ensure
the sustainable development of a family farm, it is essen-
tial to have a flexible production strategy that enables ad-
aptation to changing market conditions and demand for
various products.

Grain, thousand tonnes

Sugar beets (factory), thousand tonnes

Sunflower seeds, thousand tonnes
==@==Potatoes, thousand tonnes
==9==Vegetables of all kinds, thousand tonnes

Fruits and berries, thousand tonnes

Meat (in carcass weight), thousand tonnes
==@== Milk, thousand tonnes
==0== Eggs, million pcs.

Wool, tonnes

==0==oney, tonnes

1995 2000 2005 2010 2015 2016 2017 2018 2019 2020 2021

Figure 1. Dynamics of production of various types of goods by farms in Ukraine

Source: (Agriculture of Ukraine..., 2022)

The analysis of the production structure dynamics of
farms in Ukraine from 1995 to 2021 reveals that they engage
in the production of a wide range of products, including
sunflower seeds, cereals, vegetables, fruits, milk, and meat.
The dynamics of increasing production of sunflower seeds,
grain, fruits, and berries show a clear dependence on gener-
al trends in the agricultural market. However, there are also
regional features and imbalances in the development of
certain types of products, depending on climatic and geo-
graphical conditions, and several institutional factors. In the
world practice of small agricultural business development,
family farms are active systematic guides to the practices
of guaranteeing food supply, employment, and sustainable
rural development. According to the definition of the UN
institutions, particularly the Food and Agriculture Organi-
zation of the United Nations (FAO), family farming should
play a central role in their focus on expanding support to
achieve the Sustainable Development Goals by 2030 (Trans-
forming our..., 2015). The Global Initiative for the Decade of
Family Farming 2019-2028 (2019) is constructively integrat-
ed into the mechanism for implementing actions to achieve
the Sustainable Development Goals by 2030. In the context
of functions inherent to family farms, they possess the in-
stitutional capability to purposefully implement sustain-
ability initiatives in rural areas. Compared to other forms
of farming, family farmers act exclusively and creatively.

They demonstrate the current institutional and organ-
isational-economic capacity “to provide innovative solu-
tions to social, ecological, and economic challenges, such
as preserving biodiversity, landscapes, cultural heritage,
and local traditions of producing nutritious and cultural
food” (United Nations Decade..., 2019). It is worth noting
that family farms, in addition to the economic mission,
perform a social one, especially this aspect is manifested
in Ukraine in modern conditions, wartime conditions. For
small-scale farming, priority tasks include ensuring food
security for the farmer, their family, and the local commu-
nity, beyond solely pursuing profit. The economic aspect
has somewhat receded, while the social mission of these
farms lies in their abilities to implement practices that
support employment, foster territorial development, and
offer opportunities to generate income through entrepre-
neurial activities.

Therefore, family farms contribute to sustainabili-
ty and inclusivity in the economic, ecological, and so-
cial spheres of rural development. Thus, they serve as a
starting point, a factor in promoting food availability and
preserving rural resources for future generations through
a balanced alignment of benefits and costs. Therefore,
the socio-economic role and institutional value of farms
should be justified by the following components of sus-
tainable development (Fig. 2).
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[ FAMILY FARMS ]

Components of the socio-economic role and institutional value:

1. environmental component
2. social component
3. economic component

L UN Sustainable Developm ent Goals 2030 1

Sustainable rural development and sustainability
of agricultural activ ities

Figure 2. Concept of a scheme for structuring the components of the socio-economic role
and institutional importance of family farms in the implementation of the sustainable development goals
Source: compiled based on the analysis of literary sources and generalisations of authors

1. Environmental component. Family farms are of
great institutional importance for maintaining environ-
mentally sustainable agroecosystems in the long term. Ac-
cording to the concept of similarity to nature, an agricul-
tural system is environmentally sustainable if it protects
natural resources such as biodiversity, water, soil, and air
quality provided by the ecosystem. With this in mind, fam-
ily farms can play a key role in conserving these resources,
astheyoften focus on following traditional farming practic-
es that promote biodiversity conservation and ensure soil
and water quality. In addition, family farmers usually have
a greater interest in preserving natural resources, as they
depend on them, they use them for their lives and work,
which contributes to the formation of sustainable envi-
ronmental practices and the maintenance of the natural
environment. Thus, family farms can play a crucial role in
ensuring sustainable agricultural development and main-
taining environmentally sustainable agroecosystems.

2. Social component. In recent years, more attention
has been paid to the institutional importance of family
farms, in particular their role in preserving the social herit-
age of territories, cultures, and traditions. However, less at-
tention is paid to assessing the role of family farms in social
sustainability compared to environmental and economic
sustainability. This may be because the perception of social
issues is heterogeneous and causes a lack of conceptual
clarity, and depends on the local context and socio-politi-
calinfluences. Family farms can play a key role in maintain-
ing the social sustainability of territories by ensuring the
development of local economic structures and promot-
ing employment in rural areas. The multifunctional role
played by agriculture makes it necessary to restore the role
of family farms in local economic structures and develop
small farms to ensure the social sustainability of territories.

3. Economic component. The relationship between
consumers and farmers who maintain short supply chains
is based on mutual trust provided by direct contact be-
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tween them. This strengthens links between agriculture
and local communities, which can have a positive impact
on the sustainability of rural development. Moreover,
short supply chains reduce the number of intermediate
links in the food supply system and losses in the trans-
portation and storage of products, which contributes to
more sustainable economic development and ecosystem
sustainability.

The multi-functional nature of the farm is another
factor that affects its resilience to economic instability and
reveals its importance in achieving the economic goals of
sustainable development. According to this concept, the
importance of family farms is enhanced through the de-
velopment of diversification in their activities, particularly
the production of non-agricultural products and services
such as agritourism, food establishments, boarding hous-
es, and educational farms. This establishes appropriate
parameters for evaluating their multi-functionality.

Therefore, it is crucial to recognise the substantial
social-economic role and value of various types of family
farming, organisational-legal forms, and characteristics,
including their sizes, in increasing employment rates,
ensuring food security, and achieving sustainable devel-
opment goals in Ukraine. However, the application and
assessment of the category “institutional potential” are
not straightforward. The application of the theory of insti-
tutionalism requires the establishment of an institutional
framework in research. Hence, it is proposed to define the
concept of “institutional potential” of family farms, which
should be considered as one of the research outcomes.

As M.R. Bhagavan & I. Virgin (2004) note, although the
institutional potential is often mentioned in the context of
development and is well understood in general terms, it
can be challenging to define precisely and measure with
specific terms and methods. In addition, institutional ca-
pacity has two dimensions: internal organisational fea-
tures and external institutional context (Sukumar, 2001).



From the perspective of new economic theory, in
a methodological aspect, institutional potential can be
viewed as opportunities and resources related to organi-
sation and achieved through a set of rules, norms, values,
procedures, and structures that shape the behaviour of
the agents and determine their properties. The institu-
tional potential may depend on the institutional culture,
customs, and practices that are formed based on social
interactions, social norms, and influence the participants
of the organisation. Furthermore, it is determined through
the level of trust in the institution and the level of its legit-
imacy in the eyes of society and the public. These factors
can affect an organisation’s performance and ability to
innovate, develop, and adapt to changing environments.
This may involve the presence of monitoring and evalu-
ation systems, the ability to address issues promptly and
effectively, and the capacity for collaboration with other
institutions and stakeholders.

In the applied context, the institutional potential of
family farms is defined as a set of institutional capabilities
of an economic structure. They are acquired within the or-
ganisational-legal framework, following the fundamental
principles of economic, social, and political participation
of the subject in the practices of achieving specific goals
(including sustainable development). It is also related to
ensuring competitiveness in the market through appro-
priate social capital.

As for the assessment of the level of institutional po-
tential, there is no unambiguity. For instance, PE. Prasetyo
et al. (2022) state that there is a need to remove institu-
tional barriers to enhance the efficiency and productivity
of socio-cultural-economic systems. The development of
institutional potential falls under the theory of resource
dependence, which is relevant for Ukrainian family farms.
Investment in high-quality human capital and the devel-
opment of the latest technologies are important for insti-
tutional potential.

Addressing the problematic issues of developing the
institutional potential of family farms is challenging. In
their discussion, N. Chandran (2020) notes that the free
market development model with limited government has
become an ecological and social catastrophe for develop-
ing countries. They state that sustainable and equitable
development is only possible with the active participation
of a strong central government capable of managing the
economy, protecting the environment, and prioritising
the basic needs of its people. On the other hand, A. Cid &
A.M. Lerner (2023) emphasise the crucial role of the local
level, as local self-government bodies are key participants
in climate change adaptation and are responsible for con-
veying risk information to vulnerable population groups
and can scale up grassroots initiatives in adaptation plan-
ning. The authors also add self-development and self-or-
ganisation of the institutional potential of family farms to
the key participants.

In the applied aspect, the effective implementation of
the institutional potential of family farms is important. An
alternative approach is sustainable intensification, which
refers to increasing resource productivity in the agricul-
tural sector without harming the natural environment.
In the context of the EU, J. Staniszewski et al. (2023) note
that sustainable intensification, taking into account the
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dynamic perspective, regional structural features, and so-
cial dimension of sustainability, has not yet occurred. This
increases the institutional role of farms, and Ukraine is no
exception. Although alternative assessments in Ukraine
show powerful development of holding-type agrarian en-
terprises, it has not been thoroughly studied.

The obtained results indicate the necessity of increas-
ing the effectiveness and efficiency of management deci-
sionsatvariouslevels, consideringendogenous conditions,
exogenous factors, and the institutional potential of the
country, specific regions, territorial units, and family farms
concerning the components of sustainable development.
Therefore, the implementation of proposed measures ap-
proaches, and mechanisms to ensure sustainable develop-
ment for achieving UN 2030 goals through economic, so-
cial, and environmental components is considered pivotal.

»Conclusions

Family farms play a crucial role in achieving sustainable
development goals, which will help ensure economic and
social growth in rural areas, reduce poverty and inequali-
ty, guarantee food security, and preserve natural resourc-
es, contributing to sustainable development both at the
national and global levels. However, for family farms to
reach their potential, they require proper support from
the government and international organisations, and the
development of relevant infrastructure, including access
to markets and financial resources. Ukraine has consid-
erable potential in family farming, an agricultural entre-
preneurial sector that has become increasingly important
in modern rural development and the formation of food
security guarantees at the national and local levels. To en-
hance the role of family farms in promoting sustainable
rural development, several measures are needed: the es-
tablishment of new institutional support structures, gov-
ernment and regional programmes supporting specific
production types, and the organisation of infrastructure
for the storage and processing of agricultural products, etc.

The scientific originality is determined by the deepen-
ing of methodological assessments and the development
of elements for defining the institutional potential and the
socio-economic role of family farms in achieving the UN
Sustainable Development Goals for the period up to 2030,
considering national features of economic activities.

The examination of the prospects for the develop-
ment of family farms in the context of the European Green
Deal policy represents a task for further research in this
area. Family farms, considering that agricultural produc-
tion has always been and will remain a foundation for
national well-being, play a substantial role in shaping the
“green” economy and will be influenced by the “green”
course. The “greening” of the economic activities of fam-
ily farmers makes sense and holds value in achieving the
principles of sustainable development, as this type of eco-
nomic entity globally determines food security and trends
in territorial development.

The details and elements required for ensuring the
sustainability of family farms in the country serve as a
means to promote the synergistic effect of correlating in-
stitutional transformation and the green course, aiming at
achieving balanced development: economic growth, en-
vironmental preservation, and favourable social progress.
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» AHoTauiqa. CTpiMki 3MiHU Ta AuHaMiYHi (UIyKTYyallii Cy4acHOTO0 CyCIiJIbHOTO PO3BUTKY 3yMOBJIIOIOTh AKTYaJIbHICTh
IHCTUTYLIMHUX TpaHcdopMaliil y peasisamii IporoJIONIeHUX MijJiell CTaJoro PO3BUTKY. Y MOOCATHEHHI I[HOTO
3pOCTae CcoliabHO-eKOHOMIYHA poJib eeKTUBHOI peaJiidamii iHcTuTynifinoro norenniany cimeiHux pepMepcbKUx
rocrionapcTB. MeTa cTarTi moJisirana y JeTasisalil MeToJ0J/IOTiYHNX CYIPKeHb i po3po0Ili mapaMeTpiB BU3HAYEHHS
IHCTUTYLIMHOrO IOTeHIlialdy Ta COIiaJbHO-€KOHOMIUHOI poJi ciMelHHX (hepMepChbKUX TOCIONAPCTB y peasisaril
Ilineti cramoro po3BuTky Opranisamii O0'equannx Hariii Ha mepion mo 2030 poky 3 ypaxXyBaHHsIM HalliOHAJTbHHUX
0co0IMBOCTEN roCIOfapIOBaHHsA. Y NpoIfeci po3KPHUTTS IP0o0OIeMHU 3aCTOCOBAHO CUCTEMHMH MifXif i 3araTbHOHAYKOBI
TeopeTUYHi (akcioMaTWYHUH, aHaTi3y i CHHTe3y, aHaAJIOrill) Ta 3araJIbHOHAYKOBI eMIIipU4Hi MeTOIU IOC/IiIKeHHS
(mOpiBHAHHS, €KCIIePTHUX OLiHOK). OTpHMaHi pe3yJ/IbTraT M0JISAraloTh Y HOIIN0JIeHHI MeTONMYHUX OLIiHOK i eJIeMeHTiB
BU3HAYEHHSI TEOPETUKO-METOJO0JIOTIYHUX XapaKTepUCTUK COIliaJIbHO-eKOHOMIYHOI ¥ iHCTUTYLiiHOI poJii ciMeHHuX
¢depMepchKHUX TOCIIONAPCTB Yy HAIiOHAJIBHIN eKOHOMIli Ta y peasidarii Llineii crasoro pos3BuUTKy. depmMepchbKi
rocriofiapcTBa CiMeifHOTO THUIy € KpeaTWBHUMH y 3abesnedeHHi OasaHCy B 3aJ0BOJIEHHI NOTpe® HacesJeHHA I
OII[a/IYIMBOMY BUKOPUCTAHHI IIOTEHIIiaJly CiIbCBKOIO rocropapcrBa. [ToqaHo aBTOpChbKe TpaKTyBaHHs KaTeropil
«IHCTUTYLiHUN MOTeHIia/l» ciMelHUX hepMepChbKUX rOCIONApCTB. [HCTUTYHiIMHUY MTOTeHIlia/l MOYKe BU3HAYATUCS:
SIK CIIPOMOSKHICTh iHCTUTYLiH f0 cTabisbHOCTI Ta 30epe)keHHA YMOB, 110 3a0e3MedyloTh peasidaliio IX QyHKILH,
AKI (pOpMYIOTH MOBEJIHKY COILjaJbHUX aKTOPiB; MOJIATATA y OKPEC/eHH] Ta po3Me)KyBaHHI COlLlialbHO-eKOHOMIYHI
Ta iIHCTUTYLiHHI XapaKTEPUCTUKYU CiMelHNX (pepmepchKux rocrnogapcTB. OGIpyHTOBaHI €KOHOMIYHI, corfiaibHi Ta
€KOJIOTiuHI (paKTOpU PO3BUTKY CiMEMHUX (PepMepChKUX TOCIIOAAPCTB Y KOHTEKCTI XHBOI pouti y peanisamii Linei
CTaJIOTO PO3BUTKY. 3a3HaueHa HeoOXiJHICTb NPUHHATTA yIPaBJIiHCHKUX pillleHb Pi3HUX PiBHIB 3 MeTOIO MiIBUIIEHHA
PiBHA CTAJI0CTi pO3BUTKY arpoIpO0B0OJIBYO0I CUCTeMHU. I I[pakTUYHY IIiHHICTh JOC/IiKeHb CTAaHOBJIATH METOA0JIOTYHI
y3araJibHEHHs, 3aKpiNjieHHs 3HaHb i MiTBEPPKEHHS TEOPETUYHNX BUCHOBKIB ITPO O0COOJMBOCTI (DYHKIIIOHYBaHHS
ciMeltHUX (hepMepChKUX T'OCIOJAPCTB Y KOHTEKCTI TOBeIEHHsI 00'€KTHUBHOCTI iX COIiaJJbHO-eKOHOMIYHOI poJii Ta
e eKTUBHOCTI BUKOPHCTAaHHS iHCTUTYIIHHOTO IOTeHIiasIy Y peaJiisariii 3acaj] CTajJoro pO3BUTKY
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» Abstract. Among the most important regional allies of Ukraine, it is worth highlighting the United Kingdom, which
first as an EU member state, and then, from 2021, independently, within the framework of a bilateral agreement,
contributes in every possible way to the development of free trade, in particular, agricultural, between the two
countries. This is evidenced by the constantly growing volumes of exports and imports of agricultural raw materials
and food products for Ukraine and the United Kingdom until 2022. The purpose of the study is to examine the
dynamics of foreign trade in agricultural and food products between Ukraine and the United Kingdom, including
the relationship between the development of mutual trade and the liberalisation of its conditions. Generalisation,
analysis, and synthesis, comprehensive assessment, historical, graphic, and tabular methods were used. The general
socio-economic characteristics of the UK are given, considering its withdrawal from the European Union and focusing
on the current state of trade in agri-food products on the international market. The quantitative and cost indicators of
foreign trade in agri-food products between Ukraine and the United Kingdom of Great Britain and Northern Ireland
since 2012 are analysed, the characteristic features of the commodity structure of export sales and import purchases
of Ukraine are considered, including in 2022, the prospects for agricultural trade between the parties in the near
future are assessed, in particular, areas for deepening foreign economic cooperation between Ukraine and the United
Kingdom are proposed, and groups of products that will remain a priority even in war conditions, considering the
needs of internal food markets of both countries are identified. The provisions of the study are aimed at providing
information on the possibilities of developing trade in agricultural and food products with the UK for Ukrainian food
sector enterprises and public authorities that ensure foreign policy and international cooperation

» Keywords: international cooperation; food; important partner; liberalisation; development; transformation

» Introduction

For Ukraine, even in the context of a constant increase in
food exports, its diversification in terms of product range
and geographical coverage was relevant. Therefore, any
initiatives under agreements on the creation of free trade
zones have always been perceived as another step towards
expanding foreign sales markets and facilitating access to
them for Ukrainian enterprises. The full-scale Russian
military aggression has put the country’s agri-food sector
in front of unprecedented challenges that have serious-
ly changed the conditions for the functioning of internal
and foreign markets for agricultural products. Moreover,
the negative consequences of war are felt at all stages of
the product cycle - from production to sales to end us-
ers. Against this background, financial and economic

assistance from European partners greatly facilitates the
passage of such a difficult period.

The United Kingdom is one of the most economi-
cally developed countries in Europe. In addition, it is a
large-capacity consumer market with a high purchasing
power of the population, which in general has more than
67 million people (Statistical Yearbook, 2022). The United
Kingdom is also one of the key players in the pan — Eu-
ropean food market in all fundamental parameters-pro-
duction, consumption, and international trade (Agri-
cultural Outlook 2022-2031, 2022). For their own needs,
the country’s agricultural sector and processing industry
provide more than half of the current consumption vol-
ume (Agriculture in the..., 2022; Mayho et al., 2023). On

> Suggested Citation: Dukhnytskyi, B. (2023). Foreign trade in agri-food products between Ukraine and the United Kingdom of
Great Britain. Ekonomika APK, 30(3), 29-36. doi: 10.32317/2221-1055.202303029.
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the other hand, this country has a negative balance of
foreign agricultural trade, according to the latest available
data in 2021, its exports of agri-food products amounted
to 27 billion USD while imports reached 62 billion USD
(Crops and livestock..., 2023). Thus, food imports have a
substantial impact on the UK internal market. In this con-
text, it is important to examine the export opportunities
of Ukrainian agri-food exports through the identification
of products that are in demand among British consumers,
but the volume of its sales by Ukrainian enterprises to the
United Kingdom is still insufficient.

The specific features of the functioning of the interna-
tional market of agricultural products at the present stage
are highlighted in monographic publications of Ukraini-
an agricultural researchers, in particular, Yu. Lupenko et
al. (2015), with a focus on their scale on the global and re-
gional scales. General characteristics of Ukraines foreign
trade in agri-food products, including its individual types,
are given in the study by Ya. Hadzalo & Yu. Luzan (2021),
also highlighted the urgent need to improve the state
industry policy.

K. Makarchuk & M. Shuba (2020) in their publication
reviewed trade in all goods and services between the par-
ties, highlighting the special prospects for Ukraine’s agri-
food exports even after the UK leaves the European Union.
M. Ellington et al. (2022) explore the economic implica-
tions for the United Kingdom no longer an EU member
and the uncertainties that have emerged since the corona-
virus pandemic, using two different mathematical mod-
els. R. Vriezen et al. (2022) develop the reasons and ben-
efits of a new trend in the UK market, which is the desire
of local consumers to pay extra for the ability to track a
specific product.

However, on the other hand, in this context (the Unit-
ed Kingdom..., 2023) discusses the actual increase in food
prices in the country, which forces buyers to resort to aus-
terity, although, in the healthy food segments and some
others, the potential for import supplies remains inex-
haustible. Therewith, the detail of the commodity structure
of Ukrainian exports and British imports requires addition-
al coverage, which determines the relevance of this study.

The purpose of the study is to determine the priori-
ties for the development of trade in agri-food products
between Ukraine and the United Kingdom during the war
period and after its end.

A comprehensive study of agricultural exports and
imports of Ukraine should consider the trends of 2021
inclusive and new aspects of trade, starting from 2022. to
assess the future potential of bilateral cooperation, the
current features of the food markets of Ukraine and the
United Kingdom, which are discussed in this publication,
are of key importance.

»Materials and Methods

In the course of investigating the foreign trade in agri-food
products between Ukraine and the United Kingdom, a set
of appropriate methods was used. In particular, the gener-
alisation method is used to characterise the UK’s foreign
trade in food, including its commodity and geographical
structure, and the dependence of the internal market on
import supplies. Methods of analysis and synthesis were
used to comprehensively cover the indicators of foreign
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trade between the two countries. The method of complex
estimation was used to compare key parameters of mutu-
al food trade in 2022 and previous periods. The historical
method is used to describe the internal European process-
es that preceded the UK’s exit from the European Union
and its signing of a free trade agreement with Ukraine and
other states of the continent. The forecasting method is im-
plemented for proposals and assumptions regarding the
development of exports and imports of agri-food products
of Ukraine with the United Kingdom in the short term. The
graphical and tabular methods are practically implement-
ed to optimise and visually display digital research results.

The general structure of the study includes three main
stages, outlined sequentially. The 1% stage is a description
of the economic state of Great Britain and its foreign trade
in agricultural products, that is, a description of the gen-
eral socio-economic situation in the country, highlighting
the balance between agricultural exports and imports, fo-
cusing on product groups, the cost of purchases abroad
is the highest. The 2" stage is an analysis of trade in agri-
food products between Ukraine and the United Kingdom
in recent years, namely, the presentation of final cost indi-
cators, a study of the commodity structure of exports and
imports, highlighting the main changes that occurred in
2022 under the influence of the war and its accompanying
consequences for both states. The 3™ stage is an assess-
ment of further prospects for cooperation in the agri-food
sector, including systematic interpretation of available
statistical data, analytical information and operation-
al monitoring of the international market of agricultural
products and the food industry. The analysis was conduct-
ed to predict the development of mutual sectoral trade
between the parties, optimise its structure, minimise the
associated negative impact of war, and achieve the eco-
nomic interests of all market participants.

The information base of this scientific research was
publications of Ukrainian and foreign experts, data from
the state statistics service of Ukraine, the state customs
service of Ukraine, thematic materials of the Food and
Agriculture Organisation of the United Nations (FAO), the
International Trade Centre (ITC), studies of the analytical
and statistical nature of the Foreign Service of the US De-
partment of Agriculture (USDA), author’s developments,
generalisations, conclusions, and assessments.

» Results and Discussion

The UK’s agricultural trade did not have a synchronous
development. If exports for the period of 2015-2021 re-
mained at a stable level of 2 26-27 billion USD, food im-
ports by this country, in general, increased from 57 billion
USD in 2015 up to 62 billion USD according to 2021 data
(Crops and livestock..., 2023). It is necessary to consider
the fact that the United Kingdom is conventionally includ-
ed in the list of the ten largest food-importing countries.
In 2021, the United Kingdom ranked seventh in it, located
between Japan (agricultural imports worth about 63 bil-
lion USD) and Italy (49 billion USD).

Among the types of agri-food products purchased
abroad, this country spends the most money on beverag-
es, fruit and berry products, meat and offal, finished grain
products, and vegetables. According to the results of 2021,
these product groups accounted for approximately 47% of



the total value of UK agricultural imports (Table 1). There-
with, with some exceptions, the main trading partners
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and suppliers of food for it are the EU countries (List of
supplying..., 2023).

Table 1. Commodity structure of imports of agri-food products
by the UK in 2019-2021 (main groups), billion USD

Product group 2019 2020 2021
Beverages 8 8 9
Fruits and berries 6 6 6
Meat products 5 5 5
Finished grain products 5 5 5
Vegetables 4 4 4

Source: compiled by the author based on (List of supplying..., 2023)

In the context of the United Kingdom’s foreign trade
prospects, its withdrawal from the European Union was
important, which was scheduled to take place on January
31, 2020, according to the results of a referendum held
back in 2016. After that, from February 1 to December 31,
2020, the transition period lasted, during which the UK
remained in the common customs and trade space with
the EU (Britain and Turkey..., 2020). By mutual agreement
of the parties, it could be extended for another 1-2 years.
For Ukraine in this case, the key point was the function-
ing of the free trade zone, because the UK withdrew from
all the agreements that were concluded on behalf of the
European Union during its membership in it, that is, the
Association Agreement no longer applied to it. Thus, be-
fore the end of the transition period, the British had to ne-
gotiate new trade agreements with the European Union,
the United States, and several other countries. As a result
of rather complex and lengthy negotiations, a Free Trade
Agreement between the UK and the EU was signed at the
end of 2020 (Britain and Turkey..., 2020). Until the end of
2020, the preliminary conditions for foreign trade between
Ukraine and the United Kingdom were still in effect. How-
ever, then in October, the parties signed an agreement on
political cooperation, free trade, and partnership, which
was ratified by the Verkhovna Rada in December. On Jan-
uary 1, 2021, the Free Trade Agreement between Ukraine
and the United Kingdom entered into force. According to
the conditions set out in it, 98% of products from Ukraine
have free access to the British market, and another 2% of
commodity items were to be liberalised from 2023 (The
Free Trade..., 2021).

However, a full-scale war affected the overall situa-
tion, and at the end of April 2022, the UK became the first
country to abolish duties and quotas on all goods import-
ed from Ukraine (Great Britain cancelled..., 2022). Since
May 4, 2022, both countries have fixed the abolition of
import duties and tariff quotas in mutual trade by signing
a corresponding agreement. It will be valid for 12 months
but can be extended by agreement. According to the latest
available information, the British government has extend-
ed temporary liberalisation measures for Ukraine until the
beginning of 2024 (Ukraine and Great Britain..., 2022). In
general, there is a situation where the two countries, start-
ing in 2020, are undergoing a constant process of transfor-
mation both about each other and about the fundamental
foundations of the functioning of their economy. It is sub-
stantial that in Ukraine and the UK, transformation meas-

ures were caused not only by planned but also by forced
reasons (the COVID-19 pandemic, and Russian military
aggression). Judging by the fact that at the beginning of
2023, socio-political circumstances in the world and Eu-
rope are unstable, affecting the economic environment,
the transition period for Ukrainians and the British may
well drag on for a long time (Dalampira & Nastis, 2020).

The UK’s exit from the European Union was perceived
sceptically by many experts, but even despite the impact
of the coronavirus pandemic and the global consequences
of the war in Ukraine the British economy turned out to be
more stable and strong than expected (Yurchyshyn, 2022;
Ellington et al., 2022; UK economy rebounds..., 2023).

The dynamics of trade in agri-food products between
Ukraine and the UK up to and including 2021, against
the background of general growth, there were declines in
exports and imports in 2014-2016, caused by many neg-
ative events that led, among other things, to internal so-
cio-economic instability in Ukraine, which also worsened
the situation with agricultural trade in general during this
period. Since 2017, Ukraine’s agricultural trade with the
United Kingdom has grown, and in 2021, the highest ex-
port (566 million USD) and import (147 million USD) fig-
ures were achieved. However, in 2022, under the influence
of the war, mutual trade between the parties decreased by
54%, especially noticeable was the decline in Ukrainian
exports (Fig. 1).

Thus, the beginning of the functioning of the Free
Trade Zone between the parties in 2021 was an impetus for
accelerating the growth rate of mutual food trade, but how
long this effect would last in the longer term, now, due to
Russian military aggression, it is difficult to answer. There-
with, there were no changes in the commodity structure
of exports and imports for Ukraine, only their volumes in-
creased. In any case, the existing conditions of liberalisa-
tion allow expecting the maintenance of well-established
ties between Ukrainian and British partner companies,
and exportand importindicators at the level of 2022, which
are acceptable in the context of retrospective dynamics.

In 2021, the basis of agri-food exports from Ukraine
to the UK were oils and fats (namely, sunflower oil), seeds
and fruits of oilseeds (mainly rapeseed), and cereals
(mainly corn), which formed 86% of its value. Additionally,
the export of other products, in particular, confectionery
products made from sugar, sunflower cake, and pasta is
also notable. In 2021, alcoholic and non-alcoholic bever-
ages were imported from the United Kingdom to Ukraine
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(ethyl alcohol less than 80% vol.), fish and crustaceans
(frozen fish), and various food products, the total share of

which was 88% in its value (Total volume of..., 2023; Coun-
tries by commodity structure..., 2023).
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Figure 1. Trade in agri-food products between Ukraine and the United Kingdom, million USD
Source: compiled by the author based on (Countries by commodity structure..., 2023; Total volume of..., 2023)

In 2022, the commodity structure of export supplies
from Ukraine to the UK, in general, did not change: oil-
seeds, oils, and cereals together provided 78% of revenues
for their companies. In addition, sales of food industry

Other; 48

Oilseeds; 74

Cereals; 41

Qils and fats; 59

Figure 2. Commodity structure of agricultural exports
from Ukraine to the UK in 2022, million USD
Source: compiled by the author based on (Countries by

commodity structure..., 2023; Total volume of..., 2023)

For Ukraine, food trade with representatives of the
British Isles plays an extremely important, though not
decisive, role in the global context (Makarchuk & Shuba,
2020). In the general list of the largest buyers of Ukrain-
ian agricultural products in 2022, the United Kingdom
was outside the top twenty. Therewith, in the rating of the
main suppliers of agricultural and food industry products
to Ukraine, Great Britain took a position in the middle of
the second ten, in fact, the fourteenth. In 2021, the posi-
tions of the United Kingdom in the corresponding table
of ranks were largely similar: in exports — 14" place, in im-
ports — 15% place (Countries by commodity structure...,
2023; Total volume of..., 2023).
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residues and waste and meat products were also substan-
tial (Fig. 2). The basis of imports in 2022 was again bever-
ages, fish and seafood, and various food products, which
in total accounted for almost 90 % (Fig. 3).

Other; 11

Different food
products; 14

Alcoholic
and non-alcoholic

Fish, beverages; 56

crustaceans; 24

Figure 3. Commodity structure of agricultural products
imported to Ukraine from the UK in 2022, million USD
Source: compiled by the author based on (Countries by

commodity structure..., 2023; Total volume of..., 2023)

An integrated approach is crucial for the development
of foreign trade between the two countries, including food
(Hadzalo & Luzan, 2021). That is, for export, it is necessary
to compare the corresponding potential of Ukraine, the
objective needs of the UK in imports, current consumer
trends in this country, and the purchasing power of the
population (Lupenko et al., 2015). This list of parameters
will already determine the characteristics of the food mar-
ket of Ukraine and the export capabilities of specialised
enterprises in the United Kingdom to assess possible im-
ports (Hruba et al., 2021).

In particular, the UK internal food market is currently
undergoing substantial changes. In 2023, there are crisis



phenomena in consumer spending, which are the expect-
ed global consequences of the COVID-19 pandemic (Ahn
& Steinbach, 2021) in the country’s food sector, forming
a key problem (the United Kingdom..., 2023). The rate of
price growth is the fastest in the last 30 years, and the rea-
sons for this are the war in Ukraine, certain shortcomings
in supply chains, and an increase in the cost of energy car-
riers. According to the observations of the British Retail
Consortium, food inflation reached its highest level in 45
years, exceeding 12%. To understand the capacity of the
UK'’s internal food market, local experts cite a figure of 260
billion USD as of 2021 (Inflation in Britain, 2022). As ex-
pected, based on the current situation, discount supermar-
kets will become the growing trading channel in 2023, at-
tracting those consumers who are trying to save money on
food. Instead, the UK’s public facilities (cafes, restaurants,
etc.) will experience a decline in demand as consumers
eat less outside the home without buying premium food
in stores. Therewith, the British food market continues to
provide ample opportunities for deliveries from outside
the country in the segment of products that are focused
on specific consumers, for example, healthy food, wines,
sauces, fruits, nuts, and juices (United Kingdom..., 2023).

Another trend that is also becoming global in the UK
market is the growing interest in traceability, that is, people
want to have more information at all stages of the move-
ment of goods - from the manufacturer to the consumer,
including intermediate links for storage, refinement, and
processing of products, delivery, and its environmental
friendliness, avoiding the use of prohibited substances
and genetically modified organisms, etc. (Aldrighetti et
al., 2021). Tracking is becoming all the more important as
an effective tool for confirming food safety and optimising
logistics processes. Implementing, using, and maintain-
ing the proper functioning of such multi-purpose mon-
itoring systems requires certain additional costs. There-
fore, manufacturers, intermediaries, retailers, or suppliers
try to understand the effectiveness of these innovations
through the willingness of consumers to pay specifically
for tracked products (Vriezen et al., 2022).

Given the current commodity structure of Ukraine’s
exports to the UK and the key groups of agri-food im-
ports of this country, poultry meat should be considered
potentially the most realistic position for increasing sales,
because so far Ukraine occupies within 1% of British ex-
ternal purchases (Kryvenko, 2022; Crops and livestock...,
2023). According to 2021-2022 data on grain and oilseeds,
Ukraine is one of the main suppliers for the UK, while si-
multaneously taking first place in the geographical struc-
ture of its imports of sunflower oil. As for the prospects
for imports to Ukraine from the United Kingdom, it is al-
most impossible to replace the existing structure with the
predominance of branded strong alcohol and frozen fish
since there is still a strong dependence on their supplies
from abroad, and Ukraine’s supply of these products is
now practically absent (Crops and livestock..., 2023).

In a full-scale war, any forecasts are characterised
by a low probability, especially for the medium and long
term, so it is more appropriate to consider the period of
the next 1-2 years for estimates for the future (Lupenko et
al., 2015; Hadzalo & Luzan, 2021). Although even in this
case, the situation can change dramatically, respectively
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affecting the final indicators of food exports and imports.
If export opportunities remain relatively stable, that is, at
least those that developed in the second half of 2022, sales
of Ukrainian agricultural products to the UK in 2023-2024
are quite capable of gradually (by 5-10% per year) grow-
ing, but they will not recover to the maximum level of
2021. Imports are somewhat more difficult, as they will
directly depend on the deteriorating purchasing power of
the population and the stability of the hryvnia. Most like-
ly, food imports from British countries in the short term
will remain in the range of 100 million USD for a year,
with slight fluctuations in market conditions in Ukraine
and abroad. In this aspect, the situation with food prices
is indicative: although recent price trends in the world are
decreasing, that is, the main groups of food are general-
ly getting cheaper, the opposite picture is developing for
Ukraine — due to war, force majeure, and other adverse
consequences, Ukrainians face a constant increase in the
cost of the consumer basket, including food and beverag-
es as its most important components.

Thus, the study of the current state and prospects of
foreign trade in agri-food products between Ukraine and
the largest European states is essential for the formation
of the export potential of its agricultural sector and the
specific features of the internal food market, including
their interdependence. If in the normal situation, the list
of factors influencing exports and imports is standard,
then force majeure is decisive for Ukraine, namely the
Russian-Ukrainian war and the negative consequences
for the entire economy caused by it (Shumska et al., 2023).

For the UK, the COVID-19 pandemic and Russian mil-
itary aggression in Ukraine, which have had global conse-
quences, have caused substantial crisis pressure (Yurchy-
shyn, 2022). However, their negative impact has been
substantially minimised, and the economic performance
of the United Kingdom, in general, looks better than in
other European countries.

In a period of substantial socio-economic changes
and acceleration of integration processes, it is necessary
to establish the role and place of agriculture in them (Lu-
penko et al., 2022). It is determined that for this purpose
it is advisable to conduct activities classified as structural
adjustment, in particular, the introduction of European
principles of regulation and organisation of activities. The
authors note that the development of agriculture in the
context of the national economy is implemented in three
areas - increasing investment potential, digitalisation, and
entering the international market.

Even before the full-scale war, the consumption of
most food products by the Ukrainian population was in-
sufficient to meet physiological needs (Salo et al., 2023).
In addition, energy-rich nutrition increases markedly in
parallel with the increase in income. However, the ongo-
ing military operations and the deteriorating economic
situation in Ukraine only deepen the gap between people’s
real incomes and the cost (availability) of the food basket.

Since 2022, under martial law, the parameters of the
functioning of the Ukrainian agricultural market have
been radically changed (Boiko, 2022). Since this has
caused completely new challenges and problems, the ne-
cessity to apply some additional measures of the state sec-
toral policy to stabilise it is emphasised.
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The unprovoked Russian invasion of Ukraine has
resulted in an apparent humanitarian and economic ca-
tastrophe extending beyond Ukraine (Mudrak, 2022). One
of its consequences was the spread of famine both on the
territory of Ukraine and on a global scale. Given the com-
plexity of the forced situation, the key is the formation of
internal stocks of agricultural products to provide stable
food to Ukraine.

In response to new challenges, the Ukrainian govern-
ment has introduced a plan of measures in the field of food
security, including its monitoring, tracking the balance of
major food groups, and providing appropriate support
to producers (Polukhina, 2022). Among them, according
to the author, some carry certain risks, in particular, the
easing of land procedures throughout Ukraine, which are
under various influences of military operations.

The global economy, which was recovering from the
coronavirus crisis together with Ukraine (Patyka, 2021),
faced an unprecedented problem of organising its func-
tioning due to the conditions of martial law (Irtyshche-
va et al., 2022). The scale of sanctions pressure has also
become maximum, so it takes time to adapt and adjust
mutual economic activity for Ukraine and its Western
partners (Ostashko et al., 2022). The forecast for the devel-
opment of the global economy is based on the assumption
that price growth in developed and developing countries
will accelerate, and there will be geopolitical uncertainty.

Therewith, the export potential of Ukraine is decreas-
ing, although not as much for agri-food products (Osipo-
va, 2022). In this regard, special assistance from the Unit-
ed Kingdom, which lifted all restrictions on the import
of Ukrainian-made goods, is notable. An effective way to
improve this overall situation is to strengthen cooperation
with European Union countries and other regional leaders.

The war provoked an actual decline in Ukraine’s ex-
ports, including grain crops, the demand for which has
been stable and growing over the past decade (Gafarov et
al., 2022). Since the beginning of the Russian invasion, the
positive dynamics have simply been lost. The authors be-
lieve that it will be extremely difficult to avoid an imbalance
in the Ukrainian grain market in the short term because
actual exports are equally likely to increase or decrease.

The results obtained in this study are confirmed, ac-
cording to which Ukrainian-made poultry meat is one of
the most promising products on the British market. In
general, the demand in the world for it is growing, which
leads to an increase in the volume of international trade
(Kryvenko, 2022). In addition, on a global scale, Ukraine is
one of the main exporters of poultry meat, and the United
Kingdom, accordingly, belongs to the largest importers of
poultry meat.

Thus, both countries are united by the confrontation
with extreme socio-economic challenges, and with Rus-
sian aggression, it is conducted jointly. The UK has coped
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relatively well with the consequences of the coronavirus
pandemic, and Ukraine has adapted to a certain extent
to economic realities in the context of war. However, the
development of cooperation, in particular, trade relations,
remains relevant for both sides under all circumstances. In
2022-2023, there were numerous liberalising concessions
of a mutual nature in this area. Export-import operations
with food must occupy an important place in the overall
trade balance of Ukraine and the United Kingdom, which
demonstrates their priority.

»Conclusions

The United Kingdom of Great Britain is one of the most
economically developed countries in Europe, but simulta-
neously it consistently has a high import dependence on
agri-food products. In addition, this country is one of the
main importers of food in the world. Trade in agricultur-
al products between Ukraine and the UK developed dy-
namically, especially after 2016, and considering the be-
ginning of the Free Trade Zone between the parties from
January 1, 2021, in connection with its withdrawal from
the European Union. However, the full-scale Russian in-
vasion led to a sharp decline in agricultural exports and
imports for Ukraine, although the established ties with
British partners remained, allowing for the continuation
of mutual supplies of products. The commodity structure
of food sales from Ukraine to the United Kingdom is gen-
erally focused on oilseeds, butter, and grain. Purchases in
the UK also correspond to the main trends in Ukrainian
imports, including premium alcohol and fish products.
A comparison of Ukrainian exports and British imports
showed that Ukraine’s most unrealised potential is in the
supply of poultry meat. Therewith, there are no prerequi-
sites for serious changes in the commodity structure of
Ukraine’s imports. Forecast estimates show that, despite
the war, it is likely that Ukraine will slowly increase exports
of agri-food products to the UK, while imports will remain
at the level of 2022. In any case, Ukraine needs to diversi-
fy its supply range, focusing on ready-to-eat products and
value-added raw materials.

Promising areas of further research on the subject of
foreign trade in food with the UK may be the analysis of
the impact of the Free Trade Zone between the parties in
dynamics over several years and the consequences of its
complete lifting of restrictions on purchased products
from Ukraine, and monitoring consumer trends in the
British market, which show rapid changes, providing ad-
ditional incentives for the supply of the necessary range of
goods from abroad.
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3OBHILIJH9| TopriBng arponpopnoBoJibYyolo npoaykKuieo
MiXK YKpaiHolo Ta Benukoio BpuTaHielo

BorpaH BonogumMupoBud JlyXxHULIbKUM

[LOKTOP €KOHOMIYHUMX HayK

HavuioHanbHUM HAYKOBUM LEHTP «IHCTUTYT arpapHOi EKOHOMIKM»
03127, Byn. lepois O6opoHU, 10 M. KuiB, YKpaiHa
http:/forcid.org/0000-0002-5521-5602

» AHoTauiqa. Cepej HallBayK/IMBIIINX PETIOHATHHUX COIO3HUKIB YKpaiHU OKPEMO BapTo BUAIIUTY Bestnky Bpurairo,
sIKa CIIOYATKy B poJli AepskaBu-ujieHa €C, a oTiM, 3 2021 poKy caMOCTiIHHO B paMKaX JBOCTOPOHHBOI YTOAM BCIJISIKO
CIIpUsi€E PO3BUTKY BiJIBHOI TOPTiBJIi, 30KpeMa arpapHoi, Mi>k gJBoMa KpaiHamu. CBiI4eHHAM IbOTO CTAJIM MOCTIHHO
3pocraroui B fuHaMmini go 2022 pory 06CATH eKCIOPTY Ta iMIOPTY ClMbCHKOTOCIIORAPCHKOI CHPOBUHMY i TPOAYKTIB
Xap4yBaHHsA JJis1 YKpaiHu 3 Benukoro bpuraniero. Mera crarTi — JOCHIIUTH JUHAMIKy 30BHIIIHBOI TOPTiBJI
MIPOIYKIJ€I0 CiJIbCHKOr0 TOCIIOJAapCTBa i Xap4oBOl IIPOMUCJIOBOCTI Misk YKpaiHo Ta Besnkoio bpuraniero, B Tomy
YUCJIi 3B’SI30K PO3BUTKY B3aeMHOI TOpriBJii 3 Jibepasnisaliieio ii ymMoB. Bysi0 BUKOpucTaHo MeToqu y3arajabHeHHs],
aHaJsi3y i CMHTe3y, KOMIJIEKCHOI OILiHKM, icTropuyHuii, rpadiynumii i Tabaunuynuil. HaBegeHo 3arajbHy coIliajbHO-
€KOHOMIYHYy XapakTepucTuKy Besmkoi Bpuranii 3 BpaxyBaHHsAM ii Buxomy 3i ckiamy €Bpomnericbkoro Comwasy Ta
aKILIEHTOM Ha IOTOYHOMY CTaHi TOPTiBJli arpOIIPOJ0BOJIBYOI0 IPOAYKIIi€l0 HAa MiKHAPOJHOMY pUHKY. [IpoaHasizoBaHo
KiJIbKiCHI i BapTiCHIi NOKa3HUKU 30BHIIIHBOI TOPTiBJiI arponpoOAOBOJIBYOI0 MPONYKIiEI0 MK VYKpaiHOIO Ta
Cnonyyenum KoposiBctBom Besinkoi Bputawii i ITiBHiuHOI Ipaanmii 3 2012 poky, po3IIsiIHyTO XapakTepHi 0co06/MBOCTi
TOBapHOI CTPYKTYPHU €KCIIOPTHUX MpPONAXiB Ta IMIIOPTHHUX 3aKyliBejb YKpaiHd, B TOMy 4ucihai, y 2022 poui,
3JiliCHEHO OLiHKy IIepCIIEKTUB arpapHoI TOPriBJIi MisK CTOpOHAMM y HaUOJIMKYUN yac, 30KpeMa, 3allpOIIOHOBAHO
HaNpsIMM TIOIVIMOJIEHHsT 30BHINTHBOEKOHOMIYHOI cHiBIIpami Midk YKpaiHoio Ta Besnmkoio Bpuraniero, BU3HaUYeHO
TPYIH NPOIYKILI, AKi 3a/JUIIaTUMYThCS IPiOPUTETHUMHU HABiTh B YMOBax BilfHM 3 OIVIAAY Ha MOTpeOHW BHYTPIIIHIX
MIPOAOBOJILYNX PUHKIB 000X KpaiH. [To/I0skeHHsI CTaTTi copsIMOBaHi Ha HaJjaHHsI iH(OopMaIlil CTOCOBHO MOSKJIMBOCTEH
PO3BUTKY TOPTiBJli IPOAYKII€I0 CiIbCHBKOTO IOCIOAAPCTBA i Xap4oBOl IIPOMHUCJIOBOCTI 3 Besaukoio bpuraHieo ajig
YKpaiHCbKUX MiJIIPUEMCTB IIPOJOBOJIBYOTO CEKTOPY Ta OPraHiB eps;KaBHOI Bjany, 110 3a0e3nedyloTh 30BHILIHIO
TIOJIITUKY i MiXKHapo/IHe CIIiBPOOITHUIITBO

» KntouoBi croBa: MikHapOHE CIIiBPOOITHUIITBO; IIPO0BOJIBCTBO; BAKJIMBUI MAPTHED; JIiOepastisallis; pO3BUTOK;
TpaHcdopmaris
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