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Current state and problems of development of rural Ukraine:
socioeconomic, institutional and legal aspects

The research reveals a number of modern socio-economic and legal issues facing rural development in Ukraine.
The dynamics of changes in the age structure and demographic decline of rural population is analyzed in the
regional perspective. The essential aspects of rural employment are studied. It is shown that rural employment
is characterized by a significant share of self-employed persons among the people engaged in economic activity.
The study ascertains that self-employment in rural areas is mostly concentrated in the informal economy,
which does not provide any social insurance. The trends of entrepreneurship development in rural areas are
described in the context of prospects to resolve the rural population employment issues.

Keywords: rural development, demographic crisis, rural employment, rural entrepreneurship development.

The problems of social and economic development of rural Ukraine are becoming
more and more topical over the past decade in the circles of scientists, experts
and officials of different levels. Unfavorable trends and deterioration of quality
of life in rural areas can be evidenced in various spheres of social life. There is a
deepening demographic crisis and more and more villages loose a considerable part
of their population and even disappear from the map of Ukraine. The problems of
poverty, unemployment and migration exacerbate every year. The state of social and
engineering infrastructure of Ukrainian villages isconsistently deteriorating.

Various aspects of rural Ukraine development, its main issues and prospects,
mechanisms of enhancing and state regulation are represented in detailed studies of
well-known Ukrainian researchers, such as O. M. Borodina, V. V. Borshchevskyy,
Yu. E. Hubeni, M. Y. Malik, O. M. Mohylnyy, O. I. Pavlov, P. T. Sabluk,
F. A. Vazhynskyy, V. V. Yurchyshyn and many others. However, not enough attention
is paid to regional characteristics and trends of social and economic processes in rural
areas. This paper aims to fill this gap, and thus create a well-founded basis for the
further elaboration of a comprehensive government policy for rural areas based on the
convergence of social and economic development in the regional composition of the state.

Taking into account the period of time since the last All-Ukrainian population census,
we should state that by the beginning of 2016 rural population of Ukraine has declined
by 17.0 % (amounting to more than 2.7 million people, out of which about 0.7 million
people because of the military occupation of the Autonomous Republic of Crimea). This
index exceeds the respective urban population decline rate (9.2 %) by almost two times.
Ukraine as a whole, and in particular its rural part, is characterized by a regressive type
of the population age structure. This means that the share of progenitors (persons in
the age of 50 and older) is somewhat higher that the share of children (under 14 years
old). However, over the past 15 years, despite of almost unchanged share of parents
(those aged 15-49) in the rural population of Ukraine, there is a significant reduction
in the proportion of children: at the beginning of 2016 their share was more than
twice lower than the share of progenitors. So against the background of deepening
the general trends of population aging and the related to it increase in mortality, a
reduction in the proportion of childbearing potential contingent, which should ensure
natural population reproduction in future, is taking place.

In the regional context, the above demographic trends are characterized by certain
features, heterogeneity and different intensity (see fig. 1). In view of the depicted
data it is difficult to determine any a clear correlation parameters of the indices,
but for most regions, where the proportion of the rural population is higher than the
average in Ukraine (more than 30.8%), are characterized by a lower than average
intensity of the process of depopulation of rural areas (less than 17.0% during the
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Figure 1. Changes in the number and age structure of the rural population of Ukraine
during the period 2001-2016
Source: calculated and designed by the author based on the data [1].

period 2001-2016).The most notable exceptions to this rule are Chernihiv (-28.64%)
and Sumy (-23.46% ) regions.

As for the age structure of the rural population, in all the regions the share of people
aged older then working age far exceeds the proportion of children, which is gradually
declining for years and is usually accompanied by some decrease in the proportion of
pensioners. It should be noted that the overall the proportion of the age structure of
rural population deteriorate from western to eastern and from southern to northern
regions of Ukraine and regions that border the EU are characterized by a relatively
high proportion of children under 15 years in the rural population age structure.

Considering the economic activity of the rural population and related employment
issues, it should be noted that at present the official statistics makes it impossible
to objectively assess the real situation.

Based on the respective levels of employment and unemployment rates within
the last years we can assume that the provided job opportunities are not too much
different in rural and urban areas (see fig. 2).

However, a deeper study of the essential aspects of rural employment gives reason to
confirm that a number of problems take place in this area. Particularly noteworthy is
the fact that the structure of the employed rural population by employment status takes
a significant share of self-employment, while in urban areas this form of employment
is much less common (fig. 3). According to the methods used by the State statistic
service of Ukraine, the category of self-employed people include individuals who operate
on their own or with partners, in order to get income and not hiring permanently
hired workers. In practice, self-employment in rural areas is mainly concentrated in
personal subsidiary plots in production, primary processing and sale of agricultural
products. The legal basis for that are the established in laws criteria to determine the
occupied category of population: Article 4 of the Law of Ukraine «On Employment»
indicates that the employed population among other categories include «persons who
are self-employed (including members of the private farms)» [8]; Article 8 of the Law
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Figure 2. Employment and unemployment rates of population in Ukraine in the period 2010-2015, %
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Figure 3. The share of self-employed among persons engaged in economic activity aged 15-70, %
Source: according to [2, p. 73; 3, p. 73; 4, p. 77; 5, p. 79; 6, p. 79; 7, p. 75].

of Ukraine «On private farms» states that members of the subsidiary farm belong to
the category of employed if their work in it is their main occupation [9].

Thus, a person who owns at least a small area of land with a designated target
«for personal agriculture» automatically is considered to be employed, even if
they are willing and make efforts tofind a job outside of the household. In fact,
thousands of people who were released from agricultural enterprises in the process
of agricultural reform and received agricultural land in their ownership are now
classified as employed and at the same time they are put outside the state social
insurance and pensions in the future. In contrast to this approach, the EU and US
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self-employment concept is defined as ownership of one’s own business and work on
themselves [10, p. 117].

The current state and dynamics of the business activities development in rural
areas does not add enthusiasm for solving this problem. As of the beginning of
2014 there was no single business entity in more than 34.6% of the 26,647 villages
in Ukraine (excluding depopulated, but not removed from the register). Whereby
this category included 1,869 rural settlements which can hardly be called poorly
populated or endangered (their inhabitants’ number exceeded at least 300 people,
including 1,016 villages with a population of more than 500 people) [11]. The main
economic activity in rural areas is agriculture and related services, the next places
by the number of business entities take processing industry and forestry (see fig. 4).

Unfortunately, based on the available official data we cannot analyze the dynamics
of business development in rural areas by all economic activities as far as the current
statistical databasedoes not provide information on business entities, depending on
their location (urban or rural areas). A rough estimate can be made based on the data
on the number of agricultural enterprises (Figure 5).It should be noted that these data,
given in the statistical publications for 2015 (Fig. 5 (a)) and 2014 (Fig. 5 (b)), differ
significantly. This is due to changes in statistical accounting methods: in the first case
it encloses information only concerning the operating companies, in the second — about
the number of registered business entities irrespective of their activity status.

From this figure we see that, firstly, about 12% of the registered agricultural enter-
prises have not carried out economic activity during the period 2012-2014. And secondly,
there is a tendency to reduce the number of legal entities — agricultural producers.

For a more complete understanding of the trends described above we can analyze
the dynamics of the number of entities in the field of agriculture, forestry and
fisheries in recent years, taking into account their distribution by size and legal
status and dynamics of changes in the structure of the distribution (see Table 1).
However, not asserting for sure, but based on the current regulations of the Tax
Code, according to which for tax purposes, the concept of «agricultural producer»
means only legal entities(and thus excluding sole entrepreneurs) that are engaged
in «agricultural production and / or fish breeding, cultivation and fishing in inland
waters (lakes, ponds and reservoirs) and processing it on their own or rented facilities
.. «(subparagraph 14.1.235 of the Art. 14) [14], it is reasonable to assume that given

2% 3%
8% agriculture, hunting and related services

0,
2% forestry and logging
4%
| fishing industry

6%

H mining industry and development of quarries
processing industry
construction

75% transport

Figure 4. The distribution of business entities in rural areas
by economic activity in 2014
Source: according to [11, p. 42-43].
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Figure 5. The number of agricultural enterprises in 2011-2015
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Table 1
Number of business entities by their legal status and size
in the sphere of agriculture, forestry and fisheries
Year 2010 2011 2012 2013 2014 2015
Subjects of large business (enterprises) 13 16 26 27 28 29
Subjects of medium (?n:ie%rp(rilsels 3440 3274 3143 2915 2595 2533
business mdvidua 5 8 15 11 281 2
entrepreneurs
Subjects of small e_n;r;rpgsels 47213 38387 44487 46906 43389 44182
business mcvidua 29650 | 19803 | 20826 | 21199 | 29367 | 32538
entrepreneurs
Out of which enterprises 42972 33081 39103 41495 38430 39237
microbusiness individual 29449 | 19573 | 20568 | 20924 | 27828 | 32412
entities entrepreneurs

Source: according to [15, p. 47-48].

in the Table 1 data on the number of individual entrepreneurs are related mostly to
forestry and logging.

Analyzing the data provided in the table above we can see that the negative
dynamics primarily affects small and medium enterprises, while the number of large
enterprises increases (this is particularly noticeable gain in 2012). As for individual
entrepreneurs, small and including microbusinesses, their number is gradually
increasing, especially during the last two years. On the one hand, this trend can be
referred to as a positive one having in the view the problem of rural employment.
However, if our assumption that these entrepreneurs belong to the field of forestry,
and logging in particular, is correct, then there are substantiated concerns about
threats of further heightening of environmental problems and increasing risks of
natural disasters (especially in mountainous areas), which are directly related to
mass, often uncontrolled, deforestation.

It should be noted that in late 2014 a group of Parliament members initiated
a legislative initiative on amendments to some laws to enable the registration of
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family farms without creating a legal entity if the head of the farm is registered
as an individual entrepreneur. The review of the bill was successfully completed in
early 2016 by the adoption of the relevant law [16, p. 99]. Currently, politicians
and officials are increasing their attention on provision of special state support
for family farms, but beyond that, taxation issues are still unresolved. This puts
family farmers — individual entrepreneurs into unequal conditions compared to other
agricultural producers who are functioning as legal entities.

At the same time, according to studies carried out by the association «Ukrainian
club of agrarian business», large agricultural holdings continue to build up their
land banks; the most active in this process are medium-sized holdings whose land
area amounts to 20-40 thousand hectares (Figure 6).

Very likely that these processes are accompanied by a merger or acquisition of
smaller companies by larger ones that explains the reduction in the number of small
and medium business entities in agriculture. This in turn affects the labor market
and social infrastructure in rural areas, because small business owners usually are
rural inhabitants themselves, and they are most substantial employers for their
fellow villagers because they do not have so many capital that is able to supplant the
need in employees by automating the production process with powerful technic and
machinery (as it is in the case of large holdings). In addition, they are often most
interested in investing, often on a charitable basis, to local socio-cultural development
of rural areas.

Summarizing the above mentioned research results we can assert that there is a
significant divergence between the levels of urban and rural development, as well as
a number of socio-economic indices vary considerably within the rural area itself in
the regional perspective. The prospects of our further research will be devoted to a
deeper analysis of the regional features of rural entrepreneurship and investments,
as well as social infrastructure, education and healthcare.
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Humbaaicra H. A. CyuyacHuii cTal i npodjeMH po3BHTKY CilbCbKHX TepuTOpiii YkpaiHu: couiaibHo-
€KOHOMIYHHI Ta IHCTHTYUiHO-IPABOBMIi acMeKT.

Hocnioaceno mendenyii coyianbHo-eKOHOMIUHO20 PO3GUMKY CITbCLKUX mepumopill Ykpainu. Yeazy 3ocepediceno
Ha npobremax no2nubieHHs 0emozpaghiuHol KpusiL, 3p0CmarHsi pieHst OioHocmi, 6e3pooimmsi, nadiHHs RIONPUEMHULBKOL
aKmugHocmi 6 cinbebKitl micyesocmi. OKpemi NOKA3HUKU NPOAHANI308AHO 6 PE2iOHANLHOMY PO3DI3i Ma NOKA3AHO HASGHY
ougepeenyilo coyianbHO-eKOHOMIYHO20 PO3GUMKY CLIbCOKUX MEPUMOPILL 0epicasi.

Bokpema, susigneHo, wo suwyi memnu 0eMocpagpiuHoco cnady Oiibul XapaKxmepHi Oist Mux pe2ioHis, y aKux 4acmka
CIbCLKO20 HACENEHHS € HUJICHOI0 3a cepeonio no Yrpaini. Kpim mozo, nocipuienns 6ikoeoi cmpykmypu nacenenmns 6
HAnpAMI 3HUIICEHHS, HacmKy Oimeil, NOPIGHAHO 3 NUMOMOIO 8A2010 NI00ell CMAPUO20 NOKONIHHS, CNOCMEPI2acmbes y
HAanpsAMax i3 3axo0y Ha cXio ma 3 nieoHs Ha NIGHIY KPAIHUL.

Amnaniz cymuicHux acnekmis CiibCoKol 3atiHsmocmi 0ae 3Mo2y 6CMAaHOSUMU, Wo 3d NPUOIUZHO 0OHAKOBUX PIGHIE
sauHAmocmi i 6e3po6imms HACENeHHs 8 MICLKUX | CLTbCOKUX NOCENEHHAX XaPAKMEPHOK 03HAKOK CLIbCbKOT 3atHAMOCi
€ NOPIBHANO BENUKA YACMKA CAMO3AUHAMOCI, KA 00 MO0 JHC, 20JI08HO, 30CEPEOIUCEHA 8 HEPOPMATLHOMY CEKMOpi
exonomiku. IIpuuomy maka cumyayis mae nio coboio peanvHe iHCMuUmMyyitiHe NiOTPYHMsl, 3aKPInieHe Y YUHHOMY
3aKoH00asecmsi Yxpainu.

Cman i OuHaMiKa po36UmKy niONPUEMHUYLKOT OISIbHOCI 8 CLIbCHKILL MICYE80CMI MAKOJNC HE CRPUSIE GUPILUEHHIO
HasgHUXx npobrem y cghepi cinbeokoi 3aunamocmi. Y nonao 34,6% cin Ykpainu nemae sco0Ho2o nionpuemcmea du
opeanizayii, ceped Hux mariice 2 muc. CibCoKUX HACENeHUX NYHKMI8 3 uucenvuicmio mewkanyie nonad 300 ocio.
Tonosrum 6udoM OisibHOCMI 3aMUWAEMbCS CLbCbKe 20cnodapemeo. [lpu ybomy KinbKicme Manux i cepeoHix
CLTbCLKO20CNO0APCHKUX NIONPUEMCING NOCHIYNOB0 CKOPOUYEMBCA HA (POHT 3POCMANHA KITbKOCHT 6€IUKUX A2POXONOUHZIE
ma 00HOUACHO20 30LNbUIeHHs IXHIX 3emenbHux 6ankis. Taxka cumyayis HecamugHo NO3HAYACMbCA HA PUHKY Npayi ma
coyianvHitl iHhpacmpyKmypi CinbCoKux mepumopiil i UMazae He2atHo20 NOUWLYKY WIAXIE NOOONAHHS HECIPUANIUBUX
MeHOeHYIll.

Knrouosi cnosa: po3gumok CiibCoKUx mepumopiil, 0emoepapiuna Kpusda, 3auHAmicms CilbCbKO20 HACENEeHHs,
PO3GUMOK NIONPUEMHUYMBA 8 CLILCHKIL MICYeB8OCni.

Iumb6anicma Hamaanis Audpiiena — kandudam eKoOHOMILHUX HAYK, MOL0OWUL HAYKOBUL cniBpo6imHuK
8i00iny po3eumky mepumopianivbHux zpomad i mparckKop0oHHOo20 cnigpobimuHuymea [JY «Incmumym
pezionanvrux docaidxcensv imeni M.I. Joniwnvozo HAH Ykpainu» (e-mail: cimbal.natalya@gmail.com ).
Tsymbalista Nataliya Andriyivna — Ph.D. (Econ.), Junior Researcher of the Department of development
of territorial communities and transborder cooperation of the Dolishniy Institute of Regional Research of
NAS of Ukraine.
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