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PUBLIC-PRIVATE PARTNERSHIP ON THE WAY OF SUSTAINABLE DEVELOPMENT
OF THE AGRICULTURAL INDUSTRY IN THE COUNTRY

The prerequisites for introducing the foundations of public-private partnerships in the agricultural direction
of country development are researched. It is determined that agricultural land remains the main component
of land use in the EU. The relevance of the development of the agrarian vector of social relations is proved.
The necessity of making additional investments and ensuring the mutual interest of the state and private land
users in the sustainable development of agriculture is justified. The prerequisites for introducing the foun-
dations of public-private partnerships in the agricultural direction of country development are researched.
The advantages and steps of the corresponding mechanism are examined from an environmental, economic,
and social point of view, taking into account the fundamentals of “agrosharing”, as a general rational and
highly efficient use of natural resources of the agricultural sector, aimed at protecting the environment, and
making producers profit through the introduction of high-tech innovations.
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Formulation of the problem. Existing political,
economic and technological vectors for the develop-
ment of society and expected trends in the macroeco-
nomic environment have a direct impact on agricul-
tural land use. According to experts [4], agriculture
will continue to play a prominent role in the EU soci-
ety in 2030, with a slight reduction in land use. Due
to climate change and environmental obligations, the
pressure on agricultural areas cannot be compensated
only by advances in management and technologies,
such as precision farming, SMART farming etc.
After all, this will lead to an increase in productivity
but not to sustainable development of territories.

The area of arable crops in the EU is expected to
continue declining, which (along with a slight increase
in productivity) limits further expansion of produc-
tion. The EU's domestic demand for grains and oilseeds
is still mainly defined by feed use, although industrial
use will grow faster. Like previous forecasts, medi-
um-term forecasts for this year show steady global
demand on agricultural production, creating opportu-
nities for increasing grain exports from the EU. To
ensure the demand for relevant products, as well as
the environmental sustainability of the territories, it
is necessary to develop innovative approaches to the
development of agricultural land use. In connection
with the foregoing, the involvement of business struc-
tures (as the main investors) in the system of planning
and strategizing the development of agricultural lands
is an actual direction of their development.

Analysis of recent research and publications.
Scientists identify several stages in the development
of economic cooperation, which have become the
basis of public-private partnership. Firstly, financ-
ing mechanisms for mining projects were applied
in oil production in Texas, 1930. The same mecha-
nisms were seen in the preparation of projects for
the development of oil fields in the North Sea in
the end of the 20th century, projects related to the

extraction of gas and other minerals in Australia
and some other countries. Secondly, financing of
independent energy projects in the energy supply
sector was first applied in the USA in 1978, contrib-
uted to the development of joint ventures. Funding
for public infrastructure developed in the UK due
to the Private Finance Initiative Act in the early
90s of XX century [5]. Nowadays, such projects are
known as classic public-private partnership projects.
The problems of the development of public-private
partnerships in various sectors were researched by
scientists from all over the world, such as S. Brew,
R. Daniel, K. Felsinger, C. Greve [5], R. Kramer,
J. Marcus, D. Maurrasse [7], F. Monteiro, A. Mish-
chuk, J. Newman [8], Rankin M. [13], C. Theus,
P. Pattberg [10]. But a comprehensive study of the
mechanism of public-private partnership in the field
of agricultural activity has not been conducted.
Highlighting unresolved parts of a common prob-
lem. A worldwide problem is the irrational use of
natural resources. Agriculture in Ukraine in recent
years has shown steady dynamic development and it
is also one of the sources of environmental damage.
The share of agriculture in national GDP exceeds this
indicator in other leading countries — exporters of
agricultural products. About 9% of the world's cher-
nozem reserves are located in Ukraine, while their
share is about 60% of all agricultural land and 44%
of the entire country. The prospects of public-private
partnerships in agricultural production have been
given the attention of many researchers. However,
this study researches the advantages and steps of the
corresponding mechanism from an environmental,
economic, and social point of view, that is, from the
view of the sustainable development of territories.
The purpose of the article is to justify the rele-
vance of introducing the foundations of public-pri-
vate partnership in agriculture as the main tool for
ensuring sustainable development of this sphere.
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Main results of research. Agricultural land
remains the main component of the EU land use,
but it faces competition from other types of land
use. The total use of agricultural land in the EU is
expected to continue to decline, albeit at a slower
rate than in the last decade. Agricultural areas
around the world in 2015-2017 amounted to about
4,800 million ha. In the EU, the total agricultural
land area reached 178 million hectares in 2018,
which is a small fraction of the total agricultural
land used in the world, but makes up about 50% of
all land in the EU. In Ukraine, the corresponding
index is 68.7% . Agricultural land, in addition, is
the main production resource and, mainly, the main
economic basis for the development of the Ukrainian
farms. A slight decrease in this indicator in recent
years in Ukraine (since 1994 — by 0.6%) [2] does not
have a positive effect on the environment. The EU
agricultural land has declined by 6% since 2000,
mainly due to urbanization. The latest available data
show that forests and forest lands are occupied up
to 42% of the EU in 2015, which is 2.6% more
than in 2009. Urbanization in the EU usually affects
agricultural efficiency and soil fertility. However,
despite the clear trend of urbanization, it remains
negligible in terms of total agricultural area.

Arable crops account for 45% (80 million ha) of
the total number of agricultural lands in 2018. Per-
manent pastures occupy one third (almost 60 million
hectares). It is followed by fodder land (21 million
ha) and perennial crops (11.5 million ha), which are
12% and 6%, respectively. In particular, cereals are
31% of the total agricultural lands. France has the
largest cereal area, accounting for 17% of the total
EU. It is followed by Poland (14%), Germany and
Spain (both 11%). [3]

In recent years, more and more agricultural lands
have been used for organic production. Over the
past 4 years, this indicator has increased by 6.6%.
The annual increase in organic grain area has been
especially significant in Bulgaria (+ 16%), Croatia
(+ 4.8%), France (+ 5.5%) and Italy (+ 3.3%).

Based on these expected trends, the organic area
can reach 19 million hectares in 2030, which is about
11% of the total agricultural land of the EU [3].

Analyzing the above data on the development of
agriculture in various countries, it should be noted
the need for additional investments and ensuring
mutual interest of the state and private land users
in the sustainable development of agriculture. In
this aspect, the implementation of public-private
partnership (PPP) is relevant. Public-private part-
nership is a system of relations between public and
private partners, in the implementation of which the
resources of both are combined with an appropriate
distribution of risks, responsibilities and rewards
(reimbursements) between them, for mutually bene-
ficial cooperation on a long-term basis in the creation
(restoration) of new and modernization (reconstruc-
tion) of existing facilities requiring investment, and
in the use (operation) of such facilities [7].

Analyzing advantages and risks of PPP, it would
be useful to notice that the first group of advantages
of PPP includes the fact that the country can use the
efficiency of the private sector in the development of
the agricultural sector. Therefore, this process occurs
more efficiently, falling within the framework of the
budget and the established deadlines. This is achieved
through a system of payments that are tied to the
phased implementation of work on time.

The second group of advantages includes the
continuous implementation of projects, which is

especially important in the agricultural sector, tak-
ing into account the requirements for rational land
use, crop rotation, etc. The attractiveness of PPP
schemes is due to the fact that even in conditions
of limited state financial resources for the imple-
mentation of one or another project that can arose
in the country with raising funds for the next stage
of the project, implementation of the project will be
provided with the necessary planned pace due to the
financing by private partners.

The third group of benefits includes effective risk
sharing. One of the main principles of PPP is the dis-
tribution of risks to the party that can better manage
them. For each individual project, the risk allocation
scheme may be different, depending on many factors.

The fourth group of advantages includes the
intensification of the implementation of PPP pro-
jects. Attracting interested private partners to the
implementation of projects with their financial,
organizational, intellectual resources, that are com-
plementing by the country’s capabilities, multiplies
the effectiveness, makes it possible to intensify the
implementation of projects.

PPP also stimulates multilateral cooperation.
The United Nations Economic Commission for
Europe Guidebook on Promoting the Governance in
Public-Private Partnership states that “multilateral
cooperation is an important aspect of creating PPP
training programs that save resources and prevent
from reinventing the wheel” [13].

In addition to the positive aspects, there are some
risks that participants in public-private partnerships
have to face and look for ways to level them. Such
risks include a lower quality of control and manage-
ment compared to conventional projects. This is due
to the long term of PPP contracts. Financial risks
are an integral part of public-private partnership pro-
jects, since financial flows in such projects depend
on a number of factors, some of which are very dif-
ficult to predict. There are also conflicts between the
financial and social objectives of the project in the
framework of PPP. In order to be attractive to the
private sector, PPP projects should be based on the
prospects for financial profit, at the same time usu-
ally all non-revenue-generating parts of the project
fall under the responsibility of the state partner, and
commercial components relate to private partners.

Despite the foregoing risks PPP is indicated
among the key mechanisms for implementing the
policy of modernizing the economy of Ukraine, solv-
ing important socio-economic problems. The high
efficiency of PPP as a form of interaction between
the state and business has been proven by the expe-
rience of many countries of the world. Today, objec-
tive circumstances for the implementation of PPP
mechanisms have been updated. The implementation
of large-scale modernization projects in various sec-
tors of the economy requires significant investment
resources, a powerful source of which can be private
business [8]. At the same time, in the context of the
post-crisis development, business interest in govern-
ment support is growing, which will reduce the risks
of private investments and increase the reliability of
investment projects for credit organizations.

The legal form of PPP implementation should
provide the investor with attractiveness, security of
investing in state property and implementation of
the main goal of the project, that is, to develop the
area that is strategically important for both country
and business. For this, the country should perceive
a private investor as an equal partner. Demanding
from him/her the fulfillment of obligations stipu-
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lated by the agreement, the country should guaran-
tee one hundred percent fulfillment of its own.
According to the World Bank Group [14], pub-
lic-private partnerships do not usually include turn-
key construction or service contracts; these are
classed as public procurement projects, or privati-
zation of utilities where the public sector still has a
limited ongoing role. The Organization for Economic
Cooperation and Development (OECD) defines Pub-
lic Private Partnerships (PPPs) as “long term con-
tractual arrangements between the government and
a private partner whereby the latter delivers and
funds public services using a capital asset, sharing
the associated risks” [12]. In this aspect, the intro-
duction of “agrosharing” as a common use of natural
resources by all participants in the agricultural sec-
tor, taking into account the sustainable development
of these relations in the context of environmental

protection, profit generation and the introduction of
high-tech innovations in agriculture, is reasonable.
Public-private partnership is a tool that helps gov-
ernments to use the experience and effectiveness of
the private sector, attract capital and stimulate deve-
lopment. They also help to distribute risk between the
public and private sectors where it can be best man-
aged, and provide a reasonable allocation of resources
to meet the most pressing development needs. Pub-
lic-private partnerships can help national and munici-
pal governments to collaborate with the private sector
to improve access and quality of agricultural land.
Given the above, an important task is the intro-
duction of the foundations of PPP in agriculture,
because it and related sectors directly affect the
lives of the majority of the world's population. More
than 40 percent of the population is employed in
agriculture. Agriculture also accounts for more than

Prerequisites

v' Greater opportunities for both parties.

v Expediency' of improvement of innovative ways of development of agricultural territories
(involvement of IT-sphere, GIS, 3D modeling, robotization).

v Need to shorten the implementation of agricultural projects;

v’ Ability to - share economic, environmental and social risks among agricultural partners
and ensure Agrosharing: sustainable sharing of agricultural natural resources;

v" Need for rationalization of land use (especially leased land), ensuring control over its use.

Main purpose =
- I a
State | Business
% I;/
Rational use of agricultural land Profit

Approach Nel. Efficient and rational use of agricultural areas

v" Development of the legal basis.
v" Development of innovative ways of land use.

v Tax incentives.

v’ Provision of accounting, monitoring, expertise

v" Implementation of agricultural projects;
v' Consideration of resource depletion and
use of innovative technologies

v" Implementation of profitable offers

Approach Ne2. Synergistic development of agricultural infrastructure

=

v' Planning of the territory taking into
account new infrastructure provision.
v’ Preferential renting.

v" Development of agricultural infrastructure | v production of high quality products.

v' Financing of logistical support of processes
taking into account nature protection.

v" Ensuring optimal cost-benefit ratio.

=

Approach Ne3 Integration

v" Cooperation with economic sectors through
joint national projects;

v' International cooperation

v' Promoting product information development
network.

Result

v" Joint search for markets.
v" Support and sponsorship
international technology transfers.

|7

of

Sustainable development of the agrarian sector of Ukraine

Figure 1. The scheme of public-private partnership effectiveness in the agricultural sector
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70 percent of global freshwater consumption and
about 30 percent of global greenhouse gas emissions.
The development of highly efficient infrastructure
and increasing the efficiency of agriculture will have
a direct positive impact on the standard of living of
the population, providing their needs and helping
to combat negative environmental impacts. Accord-
ing to experts, by 2050, food demand will grow by
70 percent. However, agricultural areas are subject
to significant pressure due to increased demand for
land, lack of control over leased land and clear envi-
ronmental standards for their use, low productivity
and significant losses.

To solve these problems, additional annual invest-
ment of about 83 billion USD is required [11]. Pro-
ductivity increase is seen mainly due to improved
farming methods (agricultural machinery, agro-
chemicals, new seed varieties, new irrigation meth-
ods, etc.) and organizational&economic mechanism
of its management (effective crop rotation system;
environmental control, norms and rules; sustainable
land market; standards for the transfer of land for
rent and conditions for their return). In this case,
the strategic guideline for sustainable development
of agricultural land use is public-private partner-
ship, in which the business sector can provide the
first component, and the country provides the second
one. In the case of an established PPP mechanism in
the field of agricultural land use, achievements in
the agricultural sector will be more accessible.

In our opinion, the primary tasks of develop-
ing PPP in agricultural land use are: analyzing the
experience of implementing PPP in other sectors
and eliminating risks based on the above experience,
developing strategic approaches to use of PPP, cre-
ating an institutional and legal framework of its
implementation (Figure 1). Agricultural industry
requires significant investments (which private
entrepreneurs can provide) and at the same time a
strategic approach and proper control over the use
of the main resource (state function). In this aspect
mutual interest and control can be observed on both
sides: private individuals are interested in obtaining
long-term lease of agricultural territories at prefer-
ential rental rates and in making profit for the sale
of agricultural products. And the state is interested
in the possibility of full control over the targeted
and efficient use of land without harm to soils and
the environment, investing in the relevant industry
and the full operation of the tax system.
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Byasmmesa /1. B.

Bapdomaomeena O. A.

ITanacok O. II.

Opmecckuil roCyJapCTBeHHBIN arpapHbIii YHUBEPCUTET

TOCYAAPCTBEHHO-YACTHOE ITAPTHEPCTBO
HA ITYTU YCTOMYIMBOI'O PASBMUTIUA ATPAPHOM OTPACAM CTPAHDBI

Pesiome

WccnenoBaHbl IPeAIIOCHIIKY BHEAPEHUSA OCHOB IOCYZapPCTBEHHO-YACTHOI'O IAPTHEPCTBA B CEJIbCKOX03AMCTBEH-
HOEe HaIpaBJIeHHe pasBUTHUA rocygapcrsa. OmpeneseHo, UYTO CeIbCKOXO03SMCTBEHHBIE 3€MJIM OCTAIOTCS OCHOB-
HBIM KOMIIOHEHTOM 3eMJienosb3oBanusi EC. JfokasaHa aKTyaJlbHOCTb PA3BUTHUsS arpapHOro BeKTOpa oofIIe-
CTBEHHBIX OTHOI.HeHHﬁ. OGOCHOBaHa HeO6XO,I[I/IMOCTL BJIOKEHUA JOIIOJHUTEJIBbHBIX I/IHBeCTI/ILII/Iﬁ n o6ecnequHe
B3aMMHOM 3aMHTEPECOBAHHOCTH I'OCYJZAPCTBA M YACTHBIX 3€MJIEIIOJIb30BaTeIell B YCTOMYMBOM Pa3BUTUU CEJb-
CKOTO X03salicTBa. VccaeLoBaHEI IPEAIIOCELIIKY AJIA BHEAPEHUA OCHOB I'OCYyJapCTBEHHO-YACTHOTO IaPTHEPCTBA
B arpapHOM HAIIPaBJIEHUU PA3BUTHUSA CTPAaHbl. PacCMOTpPEHBI MPEUMYIIECTBA U IIard COOTBETCTBYIOIIEro MeXa-
HHU3Ma C DKOJIOT0-9KOHOMUKO-COIINAJIBHON TOUKM 3PEHUS C YyUYETOM OCHOB arpoIIspPHUHIa, KaK OOIIero pammo-
HAJBbHOI'0 ¥ BBICOKOA(D(EKTUBHOTO MCIIOJb30BAHUS IIPUPOJHLIX PECYPCOB arpapHoOro CEKTopa, HallPaBJIEHHOT'0
HA OXPaHy OKPYIKAaIOIIeil cpebl, MOJyUeHre MPUObLIN IPOU3BOLUTE el HA OCHOBE BHEIPEHUS BBICOKOTEXHO-
JIOTUYHBIX MHHOBAIIUA.

Kirouessle ciioBa: rocyIapCTBEHHO-YACTHOE IAPTHEPCTBO, CEJIBCKOE XO3SHUCTBO, DKOJOr0-9KOHOMUUYECKUN IO -
X0/, arpoIlIepPUHT.
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Bapdoaomeesa O. A.

ITanacrok O. II.

OpechbKUll Aep:KaBHUI arpapHUH yHiBepcuTeT

AEPPKABHO-TIPMBATHE ITAPTHEPCTBO HA IIASIXY
AO CTAAOIO PO3BUTKY AIPAPHOI I'AAY3I KPAIHA

Pezrome

HocnifkeHHA NTPUCBAYEHO OOIPYHTYBAHHIO aKTYaJbHOCTI BIPOBAJKEHHS OCHOB IePYKaBHO-IPUBATHOTO
mapTHePCTBA B CiJIbCHKOMY T'OCIIOapCTBi K OCHOBHOTO iHCTPYMEHTY 3a0e3leueHHsS CTAJIOTO PO3BUTKY Iliel
chepu Ha Tai cBiTOBOI mMpOOGJIEMH HepaIlioOHAJHLHOIO BUKOPUCTAHHSA IPUPOAHUX pecypciB. Busuauewo, 1o
cisIbChKOTOCIIOAPCHKI YTrifgsa 3ajuIIaloThCA OCHOBHOIO CKJIALOBOIO 3eMmiekopucryBaHHa B €C. lloBemeHO
AKTyaJbHICTh PO3BUTKY arpapHOro BeKTOpa CYCHINbHUX BifHOCHH. AHaJIid JaHUX IIPO PO3BUTOK CiJIBCHKOTO
TOCIIOIaPCTBA B Pi3HUMX KpaiHax MAaB MOMKJIUBICTL MiATBEPAUTH HEOOXiMHICTH MOMATKOBUX iHBECTHIiNl Ta
3abeslneueHHs B3A€EMHOI 3al[iKaBJIEHOCTI Aep:KaBM Ta MPUBATHUX 3eMJIEKOPUCTYBAUIB Y CTAJIOMY PO3BUTKY
cisbehbKOro rocmomapcTBa. Y IbOMY acleKTi OyJio JoBemeHO, 10 peaJisalisa Jep:KaBHO-IIPUBATHOIO IapTHEP-
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crBa ([IIII) e akTyanbHUM BEKTOPOM PO3BUTKY cmiBmpari. [ep:kaBHO-IpuBaTHe IapTHEPCTBO AK CUCTeMa
BIZHOCMH MiX Aep:KaBHMMH Ta IPUBATHUMU IapTHepaMu, y peasisarii kol pecypcu 060X CTODPiH moenHY-
I0OThCA 3 BiIOBIAHMM DOS3IOAiJIOM PUBHUKIB, BifHmOBiZalbHICTIO Ta BUHATOPOJOIO Mi’K CTOpOHAMU, — € OITH-
MaJIbHUM 1HCTPYMEHTOM JJis B3a€MOBUTIHOTO CIIiBPOOITHUIITBA HA JOBTOCTPOKOBill OCHOBi I10/0 CTBOPEHHSA
HOBMUX Ta MOAepHisarmil icHyouMX HANOPAMKIB PO3BUTKY ClILCBKOTO I'OCIOZApCTBAa, IO IIOTPEOYIOTH iHBeC-
Tuiiti. [ocaifyKeHO mepenyMOBY 3alPOBAKEHHS OCHOB JepPKaBHO-IIPUBATHOTO IAapPTHEPCTBA B arpapHOMY
HaAUpPAMKY PO3BUTKY Kpainu. B axocti ocHoBHuUX peadyuabraris [IIII 6y10 BusHAUEHO: JOCTPOKOBE BUKOHAHHSA
3amJIaHOBAaHOI iHBECTUIIIHIHOI MporpaMu; MOKJIUBICTH HiABUIEHHSA e(eKTUBHOCTI Ta BUKOPUCTAHHA CiJb-
CBhKOTOCIIONapChbKUX TEPUTOPil y peasisailii mMpoeKTiB HIJIAXOM IIBUAIIONO0 BUKOHAHHS OKPEMHUX MIPOEKTiB;
MOXKJIMBICTH «pPO3MOAITYy» PUBUKIB Ta 3acaj CTAJIOr0 BUKOPUCTAHHSA NIPUPOAHUX PECYPCiB y CibChKOTOCIO-
NapChbKOMY CEKTOPi SIK OCHOBM [IJA «arpoIlepiHry» fAK CHiJIBHOTO PaI[iOHAJBHOTO Ta BUCOKOE(MEKTUBHOTO
BUKODPUCTAHHSA IPUPOSHUX PECYPCiB arpapHOro CeKTOPY, CIIPAMOBAHOI'0 HA OXOPOHY HAaBKOJUIIHLOTO CePeJo-
BUIIA, OTPUMAHHSA OPUOYTKY BiJf BUPOOHUKIB 3aBAAKKM BIIPOBAJKEHHIO BMCOKOTEXHOJOTIUHUX iHHOBAILilf;
KpaIquii cepBic Ta 00CIyroByBaHHSA B IIOPiBHAHHI 3 TPAAUIiHHUMY IPOEKTaMU; MOXKJIUBICTh HAMOiIbII edek-
TUBHOT'O HOEIHAHHS AePKaBHOI Ta MPUBATHOI €KCIEPTU3U A JOCATHEHHSA ONTUMIisaIiii Macmrady IpoeKTy;
nigBumIeHHA e()eKTUBHOCTI YIPaABJIiHHA MeP:KaBHOIO Ta MPUBATHOIO BJIACHICTIO HA B3AEMOBUTITHUX YMOBAaX;
CTBOPEHHS YMOB [JiA BUKOPHUCTAHHA HOBITHIX TEXHOJIOTi#l Ta BOPOBAIKEeHHs iHHOBAIlill y arpapHiii cdepi;
3MEeHIIIeHHS HaBaHTAKeHHA Ha JAep:KaBHUI OIOJJKeT Ta ONTHMisallisa Oo/KeTHUX BUTPAT; ONTUMIi3allisd Mexa-
HiZMy 3aXMCTy IpUBATHOTO Oi3Hecy aep:;kaBoio. I[ociiKeHHA TOBOAUTH aKTyaJbHiCcTh BrpoBaaskeHHs [ITIT
B OCHOBY PO3BUTKY arpapHoi cdepu.

KiarouoBi cioBa: mep:KaBHO-IPUBATHE IIAaPTHEPCTBO, CiJIbChbKe TOCIOZAPCTBO, €KOJIOTO-eKOHOMIUHMI miaxin,
arpoIepiHr.
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