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Abstract: This article provides a description of Ukrainian rural households, 
their classification, role in rural economy and development of rural territories. 
It presents their importance for preserving Ukrainian village, their sustainability 
character, difficulties and weak points, but also positive tendencies in the state 
policy and society aimed to support small producers, as households can belong 
to this category, and to preserve rural areas. We consider also challenges and 
opportunities for Ukrainian households in the context of the implementation of 
the Association Agreement between the EU and Ukraine. This analysis provides 
perspectives of households and proposes some ways for saving rural area. 
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The aim of this contribution is to show that nowadays households are an in-
tegral part of the agricultural production in Ukraine, at the same time they 
play an important role in the rural development by creating jobs in villages, 
preventing disappearance of villages, preserving historical heritage, develop-
ing rural landscape, etc. An the same time, they create a high added value in 
the agricultural production. Giving their types and characteristics we try to 
defines the future perspectives for different types of small producers includ-
ing households. The article defines problems and obstacles threatening small 
producers and households, and proposes the ways for their overcoming. Sev-
eral successful cases given in the article show that in spite of the pessimistic 
forecasting of some politicians and researchers, households can set out on the 
path of the civilized entrepreneurship activity and can be transformed into 
more powerful economic units in future. 

Introduction

The transition to the policy of rural development is an answer to increasing 
external pressure on rural communities conditioned by the globalization and 
competition for natural resources. Thus, farmers, especially from small fam-
ily farms, and people living in rural areas should apply new strategies based 
on mobilization and interrelationships of different fields of rural life. It would 
contribute to involvement of rural population in production and entrepreneur-
ship activity, to fair distribution of incomes received from local natural and 
productive resources, to development of villages based on participation of 
rural population in elaboration and implementation of local development pro-
grammes, to keeping human resources, traditional knowledge, soils, water re-
sources, biodiversity and social networks.

Among Ukrainian researchers there is no single understanding of the no-
tion of rural development. In some cases it is interpreted as development 
of a village, in other – as development of a rural area or rural territories. 
The most relevant interpretations were done by Borodina who explains rural 
development as a process providing harmonic social and economic progress 
of rural areas based on rural communities’ self-governance with a maximum 
use of endogenous development factors together with external opportunities 
(Borodina, 2009).

But one thing is obvious: rural development is not possible without economic 
activity on rural area. A special role in the achievement of rural develop-
ment objectives falls to family and small farms. They are closely related to 
domestic and global food security, they keep traditional products, contribute 
to a well-balanced nutrition, preservation of agro-biodiversity and natural 
resources. The family farming creates real opportunities for enhancing lo-
cal economies especially in relation with concrete measures aimed at social 
protection and welfare of rural communities (Ukrainian association of village 
communities, 2016).
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Place of rural households in the classification 
of agricultural producers in Ukraine

Before discussing the role of households in the rural economy and rural devel-
opment we should specify what kinds of agricultural producers are defied in 
Ukraine, where households are placed in this classification and how they are 
classified according to different types of functioning. 

Scheme 1
Sources: main economic indices of agricultural enterprises activity: order of the State sta-
tistic committee of Ukraine, 06.11.2007 No. 403 / site of the Parliament of Ukraine,
http://www.zakon.rada.gov.ua; Economic codex of Ukraine, 16.01.2003 No. 436-IV // Digest 
of the Parliament of Ukraine (ВВР), – 2003, p. 18 -22.

Scheme 1 

Sources: main economic indices of agricultural enterprises activity: order of the 
State statistic committee of Ukraine, 06.11.2007 No. 403 / site of the Parliament of 
Ukraine, http://www.zakon.rada.gov.ua; Economic codex of Ukraine, 16.01.2003 
No. 436-IV // Digest of the Parliament of Ukraine (ВВР), – 2003, p. 18 -22.    

Characteristics of agricultural enterprises classification  

State Statistic service 

The threshold for small agricultural 

enterprises should be the lower from  

the following statistic criteria:  

Agricultural surface – 200 ha; 

Cattle herd – 50 heads; 

Pigs herd – 50 heads; 

Sheep or goats herd – 50 heads; 

Poultry – 500 heads; 

Number of persons working in the 

agriculture – 20 persons; 

Income of sold agricultural products 

or services – UAH 150 000  

The threshold for medium and large 

agricultural enterprises overcomes 

these criteria.  

Economic code of Ukraine 

Small enterprises are the following: 

Physical persons – entrepreneurs having 

number of workers which does not exceed 50 

(during a year) and annual income of all 

activities that does not exceed the amount 

equivalent to EUR 10 million according to 

the exchange rate established by the National 

Bank of Ukraine; 

Legal bodies – economic entities having 

number of workers which does not exceed 50 

(during a year) and annual income of all 

activities that does not exceed the amount 

equivalent to EUR 10 million according to 

the exchange rate established by the National 

Bank of Ukraine. 

Large enterprises are the following: 

Legal bodies of all property forms, having 

average number of workers which does not 

exceed 250 (during a year) and annual 

income of all activities that does not exceed 

the amount equivalent to EUR 50 million 

according to the annual exchange rate 

established by the National Bank of Ukraine. 

 

Other economic entities which are not 

mentioned in these categories are  

medium-sized enterprises. 
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Obviously households can be referred to the category of small producers, as 
this classification does not give a special definition for this kind of producers. 

Makarenko (2013) defines main types of households: commodity-based, 
which represent a form of economic activity and natural ones, which are 
a form of self-employment. So, today we can see three kinds of households: 
− Natural households: not oriented at the market as for input so for output 

(but they do not exist in their pure form);
− Commodity-based: small businesses and small individual farms;
− Consumption and commodity-based: having intermediate place between 

the two previous groups. 

Commodity-based rural households are mainly situated around small towns 
or agglomerations of villages. Low productive households, but having favour-
able conditions for further development are situated in depressive territories. 
Households producing mainly for their own needs are situated around big 
towns. But they all have a common characteristic: they carry out production, 
processing and selling of agricultural products (Zbarsky, 2008).

In Ukraine, there is 4.9 million households on rural area. According to their 
economic activity, they can be of the following types: persons-entrepreneurs 
(agricultural producer exploiting a plot of 2 ha and more and acting as natu-
ral body), individual farming (agricultural producer exploiting less than 2 ha, 
producing for his family needs and selling surplus, offering services including 
rural tourism without being registered officially), farm (activity can be pre-
sented as production, processing and commercialization, acting as legal body) 
(State statistical service of Ukraine, 2017).

Figure 1. Rural households, their average land area in 2016, by main groups 
Source: aggregate characteristics of rural households, State Statistical Service of Ukraine 
http://www.ukrstat.gov.ua/.
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Ukrainian households: state of the art

In Ukraine 32% of the population lives in the rural areas. If we look at some 
statistical figures characterizing rural area, they are as follows: number of 
houses in rural area – 5 898 400, general surface of plots for agricultural activ-
ity – 2 690 500 ha, flats having heating – 2 325 434, water supply – 1 571 217, 
hot water supply – 727 479, sewerage system – 1 333 378; number of villages 
which need: nursery schools – 2 900, schools – 724, hospitals – 914, shops – 
1 660, canteens, cafes – 1 535, post offices – 1 194.

The fact of living in a rural area defines the mode of life: peasants can be em-
ployed at big agricultural and processing enterprises operating in their area, at 
rural infrastructure (schools, hospitals, commerce, etc.), at towns’ establishments 
(for villages situated near towns) or earn their living by individual farming. In 
any case, every rural family has its garden and some or  many livestock units for 
self-sufficiency by foodstuff and production of commodity agricultural output. 

Households have a consumer character and different motivation mechanisms 
than farms. Their functioning is based on manual work and minimal address 
to the market. One more peculiarity of households is an informal character 
of relations between its members and between them and other actors of the 
agrarian market.

Around 69.1% of households keep some kind of livestock and poultry, only 
17.4% of households have machinery and equipment and 15.7% use hired 
workers.

In spite of the fact that households are not highly productive economic structures 
they play an important role in the national agricultural production. Their share in 
total agricultural production is 44.9%. In some sector, it is really crucial: 80% in 
milk production and 90% in fruit and vegetable production. In other sectors, it is 
less important: cereals – 22.7%, sugar beets – 7.5%, sunflower – 14.6%. 

In the economic sense households can be considered as sustainable productive 
units. The main factors of their sustainability are the following: the necessity 
to satisfy their own needs in foodstuffs, minimum dependence on the market 
because of diversified natural production; domination of simplified technolo-
gies minimizing inflation impact on material and technical resources; close 
location of parcels and animal buildings.

In the conditions of undeveloped commercial infrastructure in rural territo-
ries households are important suppliers of foodstuffs not only for producer’s 
family living in a village but also for their relatives living in towns. Natural 
multi-branch economic activity is a mean to resist to inflation processes and 
low purchasing power of rural population. 
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Households contribute greatly to the solution of unemployment problems on 
rural areas (mainly by self-employment). According to the State Statistical 
Service of Ukraine the households and farms employ 80% of persons living 
in rural areas (State Statistical Service of Ukraine, 2017). In conditions of 
economic difficulties in the country, it is the main source of employment for 
the rural population; but in conditions of economic stability it can be supple-
mentary economic activity / employment. A big advantage of households and 
family farms is the accumulation of experience and skills with their further 
transfer from more experienced to younger workers.

The French researcher Cochet discovered an interesting phenomenon during 
his study of Ukrainian agricultural structures. As he indicates, although house-
holds are very labour-intensive and produce a large diversity of products, of-
ten with a high added value, their contribution to the national economy cannot 
be neglected. 

The comparison of land productivity levels (added value by surface unity) 
was done between households’ parcels and surfaces belonging to neighbour-
ing big structures where cereals are growing. These structures are equipped 
with modern machinery and largely apply synthetic fertilizers. So, it was 
stated that added value obtained from surface unit by big modern structures 
is far fewer than added value created by “peasant’s micro-farm” on the same 
surface (Cochet, 2014).

Besides these characteristics, households play an important role in keeping 
local traditions, preventing disappearance of villages, protecting environment.

Nevertheless, every year the rural population is reducing by 147 000 persons. 
In the last 15 years, 460 villages disappeared from the map of Ukraine. Two 
following figures represent the dynamics of rural population reduction and 
villages disappearance in Ukraine during the last 25 years.

This can be explained by aging of the rural population, as young people are not 
willing to continue activities of their parents realizing weak sides of households 
such as economic units: difficulty to compete with big structures, impossibility 
to provide higher quality of some products (e.g. in milk sector), limited access 
to market and finances, low quality of life, high level of manual work.

During a long period, the state did not take care of households, limiting their 
access to finances, creating fiscal and administrative obstacles. Households 
were considered as not viable forms of economic activity. Indeed, their pro-
duction is not oriented at economic efficiency but mainly at satisfaction of 
family’s needs. But surplus of products is marketed off-farm and this activity 
is subject to market laws. 
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According to scientific estimations, in the future one part of households will 
be transformed into small farms with further transformation into larger pro-
ductive units, the other part will be transformed into “hobby-farms”. 

Figure 2. Number of villages in Ukraine
Source: Amazing villages of Ukraine 2017, Electronic edition “Agroportal” 
http://agroportal.ua/ua/publishing/konkurs/startuet-iii-vseukrainskii-konkurs-neveroyat-
nye-sela-ukrainy-2017/.

Nowadays a big challenge is to make this transition positive and to preserve 
villages.

In the same time Ukrainian village has an enormous potential for entrepre-
neurship activities development, as, for example:
• Creation of family farms;
• Creation of sawmills with further transformation;
• Production of seeds of vegetables and oil crops and their supply to enter-

prises;
• Construction of small animals’ buildings, warehouses, greenhouses;
• Provision of different services to local inhabitants;
• Creation of farms specialized on animals, poultry or fish breeding;

 

 
 

 
Figure 2. Number of villages in Ukraine 
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• Production development on own plots (growing of nursery plants, flowers 
and their selling in markets);

• Growing and processing of vegetables, creation of own sell points or their pro-
vision to public catering places located in the region or neighbouring towns;

• Stockpiling of raw materials and production of alternative energy;
• Creation of cooperatives by households (e.g. milk production, fruit and 

vegetables growing, animals fattening, slaughtering and meat selling, pro-
vision of mushrooms or medicinal plants).

Actual state policy toward small producers 
and rural development

During the last period some positive tendencies in the state policy have taken 
place. Thus, the support to small producers was defined as one of the priori-
ties of the State strategy of agricultural and rural development for 2015-2020. 
The first important Law on decentralization, adopted in 2015, gives the right 
to local communities to merge, obtaining autonomy in management of their 
budget, in arrangement of their areas, etc. This law was followed by the crea-
tion of special fund of regional development for financing projects of fused 
rural communities aimed at improvement of life quality in rural area, solution 
of environmental problems and development of small business.

Then in 2016, the Ukrainian Parliament adopted the Law on farms which at-
tributes the official status of agricultural producers to households. Being of-
ficially registered as family farm legal or natural body, households will obtain 
the right to benefit from state aids. The new Law on self-regulatory organiza-
tions in agriculture is being developed as well. It will allow family farms and 
other agricultural producers to create non-governmental organizations for ob-
taining delegated rights from State authorities to regulate their own activities. 

The Concept of rural territories development was adopted by the Cabinet of 
ministers of Ukraine in September 2015, but the plan of its implementation 
was adopted only in July 2017. This strategy is based on the idea that the 
agricultural transformations taking place in Ukraine during the last years al-
lowed the country to increase gross agricultural production. But they did not 
contribute to the social and economic development of rural territories and 
to the improvement of life quality in rural area, so the complex approach is 
needed for the solution of this problem. This approach should be based on the 
sustainable development principles.  

The plan foresees involvement of households into rural tourism, creation 
of employments in the field of tourism, growth of households’ incomes and 
growth of incomes of local budgets. This actions should be regulated by the 
amendments to the Law on tourism (Plan of the implementation of the Con-
cept of rural territories development, 2017).
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But this plan does not contain any solutions for improving the economic ef-
ficiency of households. It proposes support for small farms. Such as improv-
ing performance of activities by creating cooperatives, providing consul-
tancy services and trainings aimed at improvement of economic efficiency, 
quality of products and implementation of innovations. Should we under-
stand that households will be involved into these actions having obtained 
legal status of agricultural producers? Are they really considered like viable 
economic actors?

Practical initiatives launched for rural development 
in Ukraine

Several initiatives were launched recently by NGOs, big businesses and Euro-
pean partners. Thus, the well-known milk processor “Danone” together with 
Heifer fund launched several projects in Dnipro region. One consists in the 
creation of milk collecting centres providing necessary equipment and train-
ing aimed to improvement of the milk quality. They united households having 
five and more cows helping people to obtain higher profit of milk produc-
tion. The income of such family farms allows earning a living for a family. 
The strawberry cooperatives were their second socially aimed initiative. In the 
framework of the project 65 new jobs were created that allowed 500 families 
to sell their products guaranteeing them a stable income.

The national competition “Incredible villages of Ukraine” to promote develop-
ment of small and medium-sized rural businesses and rural communities, pop-
ularize life in countryside, recall historical and cultural heritage of the Ukrain-
ian village, was organized by the Ukrainian agro-business club. The villages 
were evaluated according to the following criteria: incredibility, contribution 
of small and medium-sized business, work of local authorities, social life, pres-
ervation of historical and cultural heritage, environmental protection. In 2017, 
the number of villages that participated in this competition amounted to 268.

The aim of the Ukrainian/Dutch Matra project ‘Believe’ (Self Governance 
in the field of Rural Development) was to ensure community participation 
and stimulate good governance in the implementation of the State Strategy to 
develop agriculture and rural areas and to stimulate self-governance through 
capacity building for development of local business rural development plans. 
As a result: six Public Platforms on Rayon-level in 5 different regions were 
created. These Public Platforms are comparable with the European Local 
LEADER groups; the platforms’ leaders were united in the national network, 
their dialogue with the Ukrainian Parliament was established; the independent 
monitoring of the national legislation and state programmes implementation 
was organized; several projects of rural development with the participation of 
private and public sectors were launched by local communities.
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Project “Awareness and identification of potential quality food products 
in Lviv region” was launched by the French Minister of Agriculture. Its objec-
tives are: to support Ukraine in the implementation of the geographic indica-
tion system; to provide special accompanying methodology for development 
and valorisation of traditional food products adopted to the Ukrainian context 
with the further implementation in other regions of Ukraine; to create associa-
tions of producers of specific traditional products, to preserve them and to give 
them added value. The pilot project lasted from July 2016 until September 
2017. The list of traditional products with a high potential was defined; three 
products were selected for a more in-depth study and development (Golden-
rod honey, Yasko beans and Rakhiv brynza). As a result, now the work aims at 
creation of the Yasko bean producers’ cooperative on the base of households. 
They are consulted by French experts who help them to elaborate the standard 
specification. The work with brynza and honey producers is going on as well. 

Challenges and opportunities for small producers  
in the context of the Association Agreement  
between the EU and Ukraine 

It is also important to notice the context of Ukrainian producers’ activity. 
In 2014, the Association Agreement between the European Union and its 
Members States, on the one side, and Ukraine, on the other was signed. More-
over, the Agreement about the Deep and Comprehensive Free Trade Area with 
the EU entered in force since January 2016.

The Association Agreement foresees enhancing administrative capacities on 
central and local levels for the planning, assessment and implementation of the 
policy in the agriculture and rural development (Association Agreement be-
tween the European Union and its Members States, 2014).

It brings important opportunities for small producers, but an the same time, 
it can present threats in the condition of their passivity. Thus, high require-
ments to products’ quality can lead to reduction of production by households 
(e.g. keeping of 1-2 cows will become unprofitable because of high expenses 
for modern technologies); the competition on the internal market will be-
come higher because of customs duties lowering by Ukraine (some producers 
will not be able to adapt to these conditions); the lowering of export duties 
will lead to orientation of Ukrainian export at raw materials (small process-
ing enterprises can feel deficiency of raw materials); the unavailability of fi-
nancial resources for small producers will enhance technological retardation 
of Ukrainian agriculture.

On the other hand, these threats create challenges for Ukrainian producers 
which will encourage them to more dynamism and activity in order to survive 
in these conditions and to become more efficient. The following Table 1 rep-
resents possible challenges and ways of their overcoming.
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Table 1. Possible challenges and ways of their overcoming.

Challenge Solution

Low initiative of small producers
Encouraging creation of initiative groups, 
implementation of local initiatives and 
explanation of their influence force

Low development level of small 
entrepreneurship and rural area in general

Rural development by the promotion of 
agricultural production, offering of follow-up 
services, knowledge about perspectives and 
advantages of entrepreneurship activity

Market monopolization, closing of 
processing enterprises, lowering of prices 
on raw materials that leads to economic 
losses for small producers  
and to fiscal losses for local budgets

Local processing of agricultural products

Increasing competition on the internal  
market because of agroholdings  
and importers

Creation of cooperatives for providing 
competitive agricultural products, 
development of activities in other fields 
such as rural tourism, application of new 
marketing mechanisms

Production of animal origin products  
not corresponding to the EU standards

Improvement of production according 
to modern requirements, providing of 
information about innovation

Absence of proper support from public 
authorities, especially for small producers

Mainstreaming of local authorities activity 
aimed at support to entrepreneurship and 
perspective activities in villages

Source: Experts’ edition “Association Agreement: advices for small producers” (Boyko 
et al., 2015).

The Association Agreement opens possibilities for Ukrainian businesses to 
look beyond native producers and to become a member of the European busi-
ness community. It contains also provisions related to the cooperation in the 
tourism sector. Households will obtain larger possibilities in this field and de-
velop tourist infrastructure. Ukraine has all necessary factors facilitating rural 
tourism development: unique historical and ethnographic heritage of villages, 
rich recreation resources, ecological cleanness of rural areas, available housing 
facilities to host tourists, traditional hospitality of people and moderate prices.

Conclusion and perspectives

In our article we tried to stress mainly the positive sides showing the positive 
transformations taking place in the rural sector. But one should understand 
that the problem is very complex, requires efforts, understanding and profes-
sionalism of public authorities, mobilization of society and finally changing 
of mentality by everybody.

Still small agricultural producers do not have a real understanding of their eco-
nomic opportunities and social role. They do not hurry to be officially registered 
as they do not believe in state aid and are afraid of fiscal charges. Cooperatives 
look like the best solutions for small producers, but they do not want to join 
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their means. It is a negative impact of the communist system when cooperation 
was associated with expropriation of private property. The advisory services 
supposed to provide the access to innovations remain undeveloped.

To preserve Ukrainian villages and to enhance rural development the follow-
ing measures should be undertaken:
• Further work aimed at creation of joint structures: cooperatives, clusters, 

united communities (based on the State support and participation of the 
society, dissemination of successful examples in order to create the trust);

• Development of niche products (organic, traditional products under geo-
graphic indications) and rural tourism;

• Enabling access to innovations by the development of advisory services;
• Active involvement of households in local initiatives (this role belongs to 

rural communities).
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