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Chapter 8
Ukrainian rural areas:  
a hidden development potential  
or a potential burden for Europe

Abstract: In the article the peculiarities of rural development in Ukraine are re-
viewed.  Economic potential and economic activity of Ukrainian rural areas has 
been analyzed. It has been defined that past twenty years of Ukrainian history 
could be defined as inefficient and inconsistent in the terms of rural development, 
as well as regulation of agricultural production and markets. It is stressed that 
integration with EU could be the needed push towards increase of competitive-
ness of Ukrainian agricultural produce and the possibility to comply with the EU 
standards in terms of quality of agricultural produce and food-stuffs.
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Introduction

Euro-integration has been proclaimed as a strategic goal for the nearest future 
by each of five Presidents of Ukraine. Yet political issues and practical indeci-
siveness have been postponing the process, which even now is more of a wish 
than a fact. 

As of now, the association of Ukraine with the EU is planned to be signed, yet 
it is not final. Association with EU would establish a framework for further 
integration and possibly a membership in this union, as well as give boost to 
economic cooperation between Ukraine and EU.

Ukraine has been integrating economically into global trade all these ye -
ars, with its international trade volumes rising from $35 billion in 2002 
to $153 billion in 2012. Economic connections with the EU have been 
developing rapidly as well, generating $43 billion of exports and imports  
altogether in 2012.

As for the rural areas, the situation is quite more difficult. Rural develop-
ment in Ukrainian state policies is still understood as the development  
of agriculture, while diversification of social and economic activities is 
only being discussed, but not practically supported. Due to this situation  
agriculture is still the main economic activity on rural areas and primary  
source of income for rural population, making it a mean of survival, and  
not a business. 

Discussions and results

ukrainian rural development: main trends

While employment in agriculture in economically developed countries is 
shrinking, in Ukraine it has even grown slightly in the last years. At the same 
time the involvement in agricultural activity is often an inevitable measure of 
survival for rural population, for which there are no available alternatives. Yet 
large share of such production is not oriented for the market, it is meant for 
consumption of the households, which produce it on their small plots of land. 
Mechanization of agriculture is on a very low level as well, which makes work 
even harder and efficiency much lesser.

Yet speaking of the development potential in agriculture,  it needs to be no-
ted that Ukraine makes quite an input into world’ s production of agricultural 
goods (Table 1).

Although the share of production is significant, unfortunately this is the pro-
duction level and not the share in international trade, in which Ukraine is not 
an important player so far. The competitiveness of Ukrainian agricultural pro-
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duce is often not sufficient to go to external markets, and its increase requires 
large investments and changes in approaches to production management, both 
of which are a problem. 

Table 1: Shares of selected countries in global agricultural production by types 
of produce, %

Source: Glowny Urzad Statystyczny Polski, 2012.

Ukrainian agriculture has been developing in the past two decades in a chan-
geable manner, depending mostly on the type of produce (Table 2). While 
production of cereals was changing only slightly, mostly due to weather con-
ditions, just as potatoes’ and vegetables’ production, the sunflower production 
increased almost three times, making Ukraine one of the leading producers 
and exporters of sunflower oil in Eastern Europe. This is one of few things 
Ukraine is competitive in, since some modern sunflower oil processing plants 
were constructed, as well as vertical agri-holdings were founded and develo-
ped over the decade.

At the same time sugar beets’ production has dropped significantly, yet this is 
a tendency that affects a lot of Central and Eastern European countries. Sugar 
production is not as profitable as it once was, and with over-production and 
excessive quantity of processing plants of this kind it has led to decrease of 
profits and bankruptcy of many of them. Even though Ukrainian government 
has been using measures to stabilize the situation by introducing mandatory 
minimal prices for sugar, it hasn’t helped much, but only led to appearance of 
illegal schemes aimed at overcoming the existing limitations. But generally 
speaking, the decline of sugar beets’ production is a normal tendency, leading 
to purification of market and leaving only the most competitive players – this 
is something many post-socialist countries have gone through and now its 
Ukraine’s turn.

Countries Wheat Rye Barley Potatoes Sugar 
beet 

Vegetables Fruits 

Belarus - 8.9 1.4 2.8 1.5 0.2 0.1 
Canada 3.3 1.6 8.2 1.6 0.3 0.3 0.1 
China - - - 18.2 3.6 49.7 18.5 
France 5.4 0.8 7.1 2.3 13.5 0.6 1.7 
Germany 3.4 18.3 7.8 3.8 10.2 0.4 0.5 
Poland 1.4 21.2 3.0 3.8 5.1 0.6 0.2 
Russian 
Federation 8.2 26.5 11.7 11.9 11.7 1.8 0.8 

Ukraine 2.3 3.8 4.5 6.2 6.9 0.8 0.3 
U.S.A. 9.2 1.4 3.4 6.6 12.9 4.3 4.7 
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Table 2: Dynamics of agricultural land use under various crop types in Ukraine 
in 1990-2011, thousand ha

Source: State Statistics Service of Ukraine, 2012.

As far as forage crops production is concerned, this may be considered the 
weakest link in Ukrainian agriculture. As it is shown in table 2, production 
volumes have dropped almost five times in twenty years. At first this decline 
was caused by transformation processes in economy and decrease of livestock 
numbers, which meant lesser demand for forage crops. Yet with time it was 
the lack of sufficient fodder volumes that caused farther decline in livestock 
production, since because of its small volumes the fodder prices have gone 
up. Only in 2010-2011 market year the prices for some fodder types have 
gotten more expensive by 40-50%. This is quite a problem for Ukraine at the 
moment, since livestock production is in depression and Ukrainian producers, 
even though all the preconditions exist – do not produce enough to meet the 
national demand.

As the data in table 3 shows, production volumes of meat per capita in Ukra-
ine are smaller than actual consumption level, while milk falls short only of 
the recommended consumption level (set by Ukrainian Ministry of Health). 
Production of eggs is sufficient for national market needs, so is with vegeta-
bles. At the same time there’s a large overproduction of potatoes, since they 
are used as an alternative to fodder, although as statistics show, over 30% of 
grown potatoes are just wasted yearly, so inefficiency is present here.

Table 3: Comparison of production volumes of selected agricultural products 
with the level of factual and recommended consumption in Ukraine, per capita 
a year

Source: State Statistics Service of Ukraine, 2011.

Years Cereals Sugar 
beet 

Sunflower Potatoes Vegetables Forage 
crops 

1990 14583 1607 1636 1429 456 11999 
1995 14152 1475 2020 1532 503 10898 
2000 13646 856 2943 1629 538 7063 
2005 15005 652 3743 1514 465 3738 
2010 15090 501 4572 1408 462 2599 
2011 15724 532 4739 1439 498 2477 

 

Types of produce Production Factual 
consumption 

Recommended 
consumption 

Meat, kg 44.9 52.0 80 
Milk, kg 245.4 206.4 380 
Eggs, pcs 372.0 290.0 290 
Potatoes, kg 408.0 128.9 124 
Vegetable, kg 193.5 143.5 161 
Fruits and berries, kg 47.0 48.0 90 
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Such overproduction of some goods, such as potatoes or sugar beets, exists 
due to lack of organization of the agricultural production, which causes pri-
ces to fall under profitability levels. At the same time severe underproduc-
tion of meat products, volumes of which are not sufficient even to meet the 
needs of national markets at the present level of consumption by 15-20%, 
and falling short of a recommended consumption level by two times. Yet at 
the same time, production of meet is often unprofitable, showing the sta-
tistics of down to -36% profitability (Table 4). It’s a paradox at first sight, 
yet there are simple explanations to the problem, such as high fodder prices 
and yearly decline of land area under forage crops, low levels of income  
and consumption of Ukrainian population, high retail and low producers’  
prices of meat, excessive number of intermediaries in the meat processing  
and sales chain. 

Table 4: Profitability of agricultural production (in %)

Source: State Statistics Service of Ukraine, 2011.

There are also some regional dif ferences in agricultural production over  
the vast Ukrainian territory. The figures in table 5 show the same indices as 
in table 3, only calculated for the Carpathian region of Ukraine, covering  
4 oblasts (an administrative division unit in Ukraine, whole territory of  
which is divided into 24 oblasts plus an Autonomous Republic of Crimea) 
and hosting 1/5 of rural population of Ukraine. The situation with meat 
production is even worse here, although Western Ukraine has always been 
considered more livestock-oriented due to landscape peculiarities. But be-
cause of problems mentioned before, unfavorable conditions exist for this 
kind of production. 

On average, over 50% of agricultural goods in Ukraine is being produced 
by small family-owned farms (Table 6), although regional differentiation is 
present, meaning that in some regions (primarily Western Ukraine) produc-
tion in such farms amounts to 75-90% of total agricultural production. This 

Years Types of products 
1990 2000 2005 2010 

Cereals 275.1 64.8 3.1 13.9 
Sugar beet  29.5 6.1 4.8 16.7 
Oilseeds 236.5 52.2 24.3 64.7 
Potatoes  27.2 14.0 17.8 62.1 
Vegetables  27.6 -0.7 16.1 23.5 
Fruits  83.8 -1.1 12.7 14.9 
Beef  20.6 -42.3 -25.0 -35.9 
Pork  20.7 -44.3 14.9 -7.8 
Poultry  17.0 -33.2 24.9 -4.4 
Milk  32.2 -6.0 12.2 17.9 
Hen eggs  27.3 10.6 23.5 18.6 
Wool  -2.4 -75.8 -72.8 -82.2 
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would be fine, if they were efficient, competitive, and quality-oriented. Yet, as 
it was mentioned before, in fact only up to 30% of their produce is considered 
a commodity and could enter the market, while the rest is meant for personal 
consumption. 

Table 5: Comparison of production volumes of selected agricultural products 
with the level of factual and recommended consumption in Carpathian region of 
Ukraine, per capita a year

Source: State Statistics Service of Ukraine, 2011.

Table 6: Share of individual households in agricultural production in various 
regions of Ukraine, %

Source: State Statistics Service of Ukraine, 2011.

On the other hand, Ukraine is also undergoing swift processes of formation of 
large agricultural holdings, with their share in production and agricultural land 
rising every year. Yet they still concentrate on low value-added products and 
their yield is not improving as it should. The lack of understanding that only  
a full process of food-stuffs’ production with high quality as the goal could 
lead to foreign markets and bigger profits. 

Types of produce Production Factual 
consumption 

Recommended 
consumption 

Meat, kg 42.3 43.4 80 
Milk, kg 318.4 245.1 380 
Eggs, pcs 325.5 260.3 290 
Potatoes, kg 559.3 162.3 124 
Vegetable, kg 160.3 118.9 161 
Fruits and berries, kg 47.8 42.2 90 
 

Share of individual households in the 
production of: 

Regions and oblasts’ (administrative 
territories) 

crops livestock 
Western region (Volynska, Zakarpatska, 
Ivano-Frankivska, Lvivska, Rivnenska, 
Ternopilska, Khmelnytska, Chernivetska 
oblas’ts)  

69.5 76.2 

Southern region (Autonomous Republic of 
Crimea, Zaporizka, Mykolayivska, Odeska, 
Khersonska oblas’ts) 

52.3 67.1 

Eastern region (Dnipropetrovska, Donetska, 
Lughanska, Kharkivska oblas’ts)  55.6 42.9 

Central region (Vynnytska, Zhytomyrska, 
Kyivska, Kirovogradska, Poltavska, Sumska, 
Cherkaska, Chernighivska oblas’ts)  

49.7 56.7 

Ukraine in total 55.1 55.3 
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It should be noted, that in case of integration with Europe, Ukraine would 
have the largest share of agricultural land (18.1%) and largest number of peo-
ple officially employed in agriculture (3.5 million). But comparing production 
efficiency of crops with EU countries (Table 7), Ukraine does not show good 
results. Between 27 EU member-countries, it could be placed 19th by yield 
of cereals, 22nd in potatoes, 18th in sugar beets, and 6th in vegetables (but 
only due to lack of vegetables’ production statistics on 18 of EU countries). 
For a country with such production potential the improvement of productivity 
should be a major priority, but it is not.

Table 7: Productivity of selected crops in the European Union and Ukraine, 100 
kg per 1 ha

Source: Eurostat, State Statistics Service of Ukraine, 2011.

#   Countries Cereals # Countries Potatoes # Countries Sugar 
beet 

1 Ireland 86.0 1 Belgium 501.4 1 France 912.4 
2 Belgium 81.4 2 Netherlands 460.5 2 Spain 881.4 
3 Netherlands 78.5 3 Germany 457.6 3 Belgium 869.6 
4 Great Britain 77.5 4 Great Britain 423.0 4 Netherlands 798.9 
5 Germany 70.1 5 Denmark 389.4 5 Austria 742.0 
6 Denmark 67.7 6 France 386.0 6 Denmark 675.0 

7 France 65.3 7 Austria 357.1 7 Czech 
Republic 668.4 

8 Austria 58.6 8 Sweden 318.4 8 Great Britain 650.0 

9 Czech 
Republic 56.9 9 Luxemburg 309.9 9 Slovakia 641.4 

10 Luxemburg 55.4 10 Czech 
Republic 304.5 10 Sweden 629.0 

11 Sweden 53.8 11 Spain 300.0 11 Germany 628.7 
12 Slovenia 51.8 12 Ireland 280.1 12 Greece 588.7 
13 Slovakia 45.2 13 Finland 275.9 13 Italy 570.1 
14 Hungary 42.1 14 Hungary 269.9 14 Hungary 535.4 
15 Poland 41.4 15 Greece 266.4 15 Poland 506.4 
16 Bulgaria 39.2 16 Slovenia 264.2 16 Lithuania 498.8 
17 Finland 38.5 17 Italy 249.5 17 Finland 479.2 
18 Italy 38.4 18 Cyprus 222.8 18 Ukraine 363.0 
19 Ukraine 37.1 19 Slovakia 209.4 19 Romania 343.1 
20 Romania 36.3 20 Poland 204.7 20 Portugal 247.8 
21 Spain 34.6 21 Latvia 171.4 21 Bulgaria * 
22 Lithuania 33.9 22 Ukraine 168.0 22 Estonia * 
23 Greece 31.3 23 Romania 165.5 23 Ireland * 
24 Latvia 30.6 24 Estonia 162.3 24 Cyprus * 
25 Estonia 27.4 25 Lithuania 155.8 25 Latvia * 
26 Cyprus 20.4 26 Portugal 147.1 26 Luxemburg * 
27 Portugal 13.7 27 Bulgaria 143.4 27 Malta * 
28 Malta * 28 Malta 133.8 28 Slovenia * 
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In the livestock sector, Ukraine has been falling well short of its production 
potential as well. The livestock numbers in 2012 compared to historical ma-
ximums equal 16.8% for cattle in general, 27.9% for cows, 25.5% for pigs, 
16.4% for sheep and goats, and 81.6% for poultry (Table 8).

Table 8: Changes of livestock and poultry quantity in Ukraine during the  
1950-2012 (as of 1st January of each year)

Source: State Statistics Service of Ukraine, 2013.

Most of aforementioned problems in Ukrainian agriculture are caused by lack 
of proper regulation of agricultural production and markets, and, at the same 
time, residues of communist system and underdevelopment of market mecha-
nisms. Ukraine’s economy has been in transition for over 20 years, and still 
many signs show that it has not fully turned into a market-regulated one. The 
structure of national economy, although different from two decades ago, still 
resembles the old soviet one, mainly because of emphasis upon low value 
adding industries.

Ukrainian policy declares a financial support for agricultural producers, yet 
state budget often is not sufficient to meet the declarations, and such support 
is 10-15 times smaller than subsidies in EU. There is also a problem of menta-
lity, of the way Ukrainian agricultural producers think and plan their activity, 
choose what crops to grow or which goods to produce. The educational system 
in agriculture is not giving producers the needed ideas and understanding how 
to be efficient, and the consulting services are still not developed in Ukraine.

Another major problem of agricultural produce, as well as food-stuffs, is that 
it does not meet the current requirements of foreign countries toward quality, 

Cattle 
total including cows

Pigs Sheep and 
goats 

Poultry Year 

million 
heads 

% of 
max 
value 
(year 
1980) 

million 
heads 

% of 
max 
value 
(year 
1980)

million 
heads 

% of 
max 
value 
(year 
1970)

thousand 
heads 

% of 
max 
value 
(year 
1960) 

million 
heads 

% of 
max 
value 
(year 
1990)

1950 11.2 42.41 4.8 51.90 7.8 37.43 6.7 63.40 - - 
1960 17.6 66.87 7.8 84.28 18.2 87.70 10.6 100.00 129.6 52.67
1970 21.4 80.98 8.6 92.36 20.7 100.00 9.0 84.39 155.2 63.06
1980 26.4 100.00 9.3 100.00 19.8 95.36 9.1 85.14 233.6 94.91
1990 24.6 93.39 8.4 90.37 19.4 93.64 8.4 79.19 246.1 100.00
2000 9.4 35.74 5.0 53.48 7.6 36.89 1.9 17.64 123.7 50.27
2005 6.5 24.70 3.6 39.21 7.1 34.00 1.6 15.33 162.0 65.82
2008 5.1 19.26 2.9 30.81 6.5 31.46 1.7 16.24 177.6 72.15
2010 4.8 18.31 2.7 29.52 7.6 36.52 1.8 17.24 191.4 77.77
2011 4.5 17.05 2.6 28.38 8.0 38.37 1.7 16.29 203.8 82.81
2012 4.4 16.78 2.6 27.85 7.4 35.54 1.7 16.36 200.8 81.59
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components, production tech nology, which limits the development potential 
of Ukrainian agricultural export. Since the liberalization of economic acti-
vities, it became usual for Ukrainian companies to produce their food-stuf fs 
according to their own “technical conditions”, and not state standards. This 
means that any component in food can be altered or replaced by cheaper low-
quality substitutes, and it is not illegal. And because of the lack of better or 
affordable alternatives, the consumers purchase such goods, thus farther sub-
sidizing such production.

Conclusions 

Present major problems of Ukrainian agriculture include low competitiveness, 
efficiency and organization. All these issues must be addressed in order to 
supply Ukrainian and world markets with quality products, and to ensure su-
stainable rural development, including proper income for rural residents.

At the moment Ukrainian rural territories can be considered a hidden potenti-
al, since they do not realize it neither towards agriculture, nor multifunctional 
development. Yet with proper regulation and deregulation measures, invest-
ment and educational measures, this potential could be revealed and used for 
the good of Europe and Ukrainian producers and consumers. Though without 
such measures, Ukrainian rural areas in general and agricultural activity in 
particular, are a big, yet unavoidable burden, for Ukraine at present, and for 
Europe in case of future integration.
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