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REALITY

One of the main segments of public administration is the budget component,
which is the financial embodiment of the national policy. Fiscal security is in the
coordinates of hybrid threats to the financial system.

Under the conditions of military aggression of the Russian Federation, the
subjects of the Ukrainian economy are experiencing a shortage of resources. Such a
shortage of resources is a consequence of the destruction, cessation or decline in
business activity of enterprises, forced relocation, loss of human, physical and
financial capital, reduction in the activity of market institutions, deterioration of the
investment climate, destruction of communications.

The financial market is the main intermediary in the processes of movement of
financial resources, which is served by a large number of instruments that formalize
and accelerate the turnover of capital; therefore, by areas of the financial system, they
can be divided into instruments of the state, municipal finance and financial market
sectors. The first group includes monetary, budgetary, tax, state and financial market
instruments. The second group covers municipal borrowing, third party loan
guarantees, tax and budget instruments. Credit instruments and securities belong to
the third group.

The pre-war practice of managing the financial stability of Ukraine was based on
the mutually agreed application of tools to ensure the operation of individual sectors
(monetary, budgetary, tax), as well as policy directions (debt, currency, exchange
rates, etc.). Due to the fact that the Strategy for the Development of the Financial
Sector of Ukraine until 2025 (Strategy, 2022) does not take into account the scale of
instability that occurred as a result of the war, as part of updating the methodology for

supporting the financial stability of Ukraine, the National Bank (hereinafter referred
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to as the NBU) adopted the updated Fundamentals of Monetary Policy for the period
of martial law (NBU, Basic Principles, 2022), which summarizes the strategic course
of regulators.

The government has also adopted a number of regulatory documents to support
farmers due to the partial guarantee of loans from commercial banks for the sowing
campaign; cancellation of additional procedures for certification of seed material;
permission to operate agricultural machinery without their registration for the period
of martial law; reduction of VAT on fuel; expansion of the list of goods of critical
import; provision of humanitarian assistance in terms of fixed and working capital;
expansion of logistics capabilities, etc.

Currently, the development and search for options for expanding the financial
and material support of agricultural producers are ongoing.

According to the analysis of the legislative field, financial instruments to support
the agricultural sector under martial law can be conditionally divided into blocks:
direct support of the industry through budget financing; organizational and regulatory
support to preserve the structure of the industry and its horizontal-vertical links. The
basis for the formation of financial conditions for ensuring food security is the Decree
of the President of Ukraine No. 64/2022 On the introduction of martial law in
Ukraine, where clause 4, par. 2, it is envisaged to provide funding and take other
measures related to the introduction of martial law within the limits of authority.

Based on the fact that the classical definition of the term "financial instrument"
Is a product of the financial market, in the form of a contract or agreement and used
to raise financial resources by one party and receive profit and / or economic benefit -
by another (IFRS 9), not all of the listed categories government support are strictly
financial instruments.

Agricultural sector support mechanisms that have a financial component include
the Budget Process, Taxation, Funding from the State Budget, Lending, Agricultural

Insurance.
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According to the review of state support for the agricultural sector by the
relevant ministry (Minagro, 2022; Review, 2021), the support portfolio for 2014-
2022 is dominated by support at the expense of tax benefits.

These benefits are estimated as the difference between the potential and actual
tax burden of enterprises in the agricultural sector, resulting from the special single
tax regime of the 4th group of the simplified taxation system. Until 2017, the biggest
source of tax benefits for farmers was the special VAT regime. The level of budget
support is estimated according to the functional expenditures of the state budget for
the industry, and price support, regulated by the state until 2017, is estimated
according to the OECD methodology (OECD, 2022).

In the first months of the war, the state financial system of Ukraine actually
abandoned such a source of income as taxes and contributions. The government
comprehensively promoted the support of business under martial law. The package of
measures aimed at helping business entities included: reducing the percentage or
cancelling the payment of ERUs for certain categories of citizens; tax deferral for
small and medium-sized businesses; the abolition of all measures of market and
consumer supervision on all issues, except for price regulation and price control;
establishment of a moratorium on business inspections, etc. (Funding, 2022). For the
agricultural sector, these measures were also embodied in additional legislation.

Thus, according to the National Bank of Ukraine (NBU, 2022), budget revenues
decreased, in particular, due to preferential taxation of imports, while expenditures
increased significantly, primarily for military needs and social programs. In January-
June 2022, revenues (balance) to the consolidated budget amount to UAH 526.1
billion, which is 16.1% more than last year. At the same time, the government's
monthly financial needs are estimated at about $5 billion.

According to the analysis of the Ministry of Finance (Information on fiscal risks,
2022), the payers of the third group of the single tax can now be individual
entrepreneurs and legal entities without restrictions on the number of persons in
labour relations with them with an income of up to UAH 10 billion (previously 7.6
million UAH).
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Budget financing was a capacious volume in the structure of the “support
portfolio” of the agricultural sector, but its volume directly depends on the
possibilities of the State budget. Since 2017, funding has been almost stable - about
UAH 12 billion per year. However, these funds, even fully allocated in 2022, are not
significant for the industry, compared to its already incurred losses as a result of
military operations.

The activities of the Ministry of Agrarian Policy are focused on lending under
state guarantees, establishing logistics routes for the sale of agricultural products, as
well as simplifying the preparation of all documentation as much as possible. In
addition, during martial law, an agrarian platform was launched to collect the actual
needs of farmers for sowing in real time: https://agrostatus.org; an online platform
was created to improve the logistics routes of farmers under martial law:
https://prodsafety.org (Minagro, 2022).

Agricultural insurance also received a boost, the Law of Ukraine No. 5104 was
adopted, which amends the Tax Code and regulates relations related to the insurance
of agricultural products with state support. The tax rate on income under insurance
contracts for agricultural products is increased by 0.5 percentage points to 3.5% in
order to further channel these funds to support insurance of agricultural products.

Thus, the fiscal regulation of the development of the agro-food sector of Ukraine
under martial law is focused on the fact that the government has introduced tools to
support farmers through tax easing, budgetary and international financial support,
insurance, partial guarantees of loans from commercial banks; cancellation of
additional licensing procedures; expansion of the list of goods of critical import;
provision of humanitarian assistance in terms of fixed and working capital; targeted
support for individual industries, farms, value chains, expansion of logistics
capabilities, etc.

Financial instruments of state support for the agricultural sector of the Ukrainian
economy should solve the problems of stabilization and growth of agricultural
investment in the war and post-war periods. Effective policy implementation requires

the coordinated work of the involved branches of government and proper regulatory
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support in terms of taxation, credit, insurance, income support, marketing, export and

security at all levels.
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HOuaisa CIPA,
roJIOBHUM OyXxranrep
HAI «IactutyT nponoBosibuux pecypeis» HAAH VYkpainu,
VYkpaiHa
YIIPABJIIHHA BUPOBHNYUMHU PUSNKAMHU
MOJOKOINEPEPOBHUX NIJJOIPUEMCTB KUIBCBKOI OBJACTI

AHani3 eKOHOMIYHOIro MOTeHLiany 1 (IHAHCOBOI CTIMKOCTI KOHKPETHOIO
ninpueMcTBa MosiokonpoaykroBoro migkomiviekcy AIIK — KuiBcbkoi obGmacti
JI03BOJISIE€ OUTBIN IPYHTOBHO MITIMNTH 10 BU3HAYCHHS PU3UKY Ta HOro OIiHKU. OTXe
JOIUTPHO  TMpoaHai3yBaTH (YHKI[IOHYBAHHS TPOIECY MOJIOKOTIEPEpOOKH Ha
KOHKPETHUX MIANPUEMCTBaX 00JacTi. 3 METOI CHCTeMaTh3allli MPOsSBY PHU3UKIB y
BUPOOHUYIN JiSTIBHOCTI MOJIOKONEPEPOOHHUX IMIAMPUEMCTB PO3TITHEMO TIPOILIEC
BUPOOHMIITBA 1 peasizallii MOJOYHOT MPOAYKIIii.

Posrnsmaroun mei mporiec, MU BCTAHOBWJIM, IO B XOJII HOTO BHUHHKAKOTH
(1HAHCOBO-TOBAapHI MOTOKH MiX TOBAPOBUPOOHUKAMH CUPOBHHH Ta IMEPEPOOHUM
MIATPUEMCTBOM, a TaKOX MOJIOKONEPEPOOHOI0 CTPYKTYpPOIO 1 OpraHizaiisiMmu
peamizariii rotoBoi mpoaykiii. [Iporec BHpoOHHUIITBA TOTOBOI MPOAYKIIT 00’ €qHYy€E
7IBa BUAM JisUTbHOCTI — 30epiramHs 1 mepepoOka mpoxaykmii. B pesymbrarti
MIPOBENICHOTO aHATi3y MU BU3HAYIIN HACTYMHI ()aKTOPH PU3HKY:

1) Brpatu mpu 30epiraHHi — Tepeboi 13 eIEKTPONMOCTAYaHHSIM;
HETPHUCTOCOBAHICTh NMPHUMIIICHD Ui 30epiraHHs; IMOJOMKa OOJIaJIHaHHS; HEsSKiCHA
nepBUHHA 00POOKa; HENOTPUMAHHS YMOB IIPaBUIIBLHOTO 30€pIraHHs;

2) BTpaTd TpU TepepoOIli — IMOPYIICHHS TEXHOJIOTIT BHPOOHHWIITBA T'OTOBOI

MPOAYKIli; 30UIbIICHHS NPOLEHTY Opaky; IMOJOMKa oOOJiaJHaHHs; Tepedoi B

137



