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SALARY AND STAFF RETIREMENT PLAN
OF UKRAINE’S AGRARIAN SECTOR

Abstract. Introduction. Agriculture is the leading field of national economy of Ukraine. Powerful resource
base provides that state has gained decent position in the world markets. However, Ukraine does not use
its potential, gradually turning into an importer of food. Development of the agrarian sector inhibits a num-
ber of problems. One of these problems is inefficient social security system, provoking a decrease in productivity and efficiency
of agrarian labour.

The purpose of the article is to analyze the current situation in payments and pensions for agrarians and to justify lines of
pressing problems solving.

Results. The author has found that well-established in Ukraine welfare system is far from farmers market requirements, and is
the factor that dis courages most rewarding part of the labour potential to work in rural areas. Particularly acute problem appeared
before members of the private farms that were actually outside the social security system. The current system of payments and
pensions in Ukraine is unable to solve the social problems of the agrarians, and only causes disruption in the real sector and
provokes illegal employment. In this regard, Ukraine is now in search of ways to enhance the motivational mechanism for the
farmers to live and work in the rural areas.

Conclusion. The welfare system improving needs reform of the legal framework for rural population in order to apply the incen-
tive function of tax payments and form the necessary infrastructure of the agrarian labour market, including non-governmental
occupational pension fund.
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J1. M. KoBanb

KaHamaaT eKOHOMIYHUX HayK, B. 0. PEKTOpa, XMefbHULBbKUIA KOOMepaTUBHUIA TOProBesibHO-eKOHOMIYHWA IHCTUTYT, YKpaiHa
OMJATA NPALI TA NEHCIMHE 3ABE3MNEYEHHA NMPALIBHUKIB ATPAPHOIO CEKTOPY YKPAIHU

AHoTauif. [JocnigxyeTbeca BNavMB 3apobiTHOI NnaTth Ha eqeKTUBHICTb | MPOAYKTUBHICTL nNpaui. 34iicHeHo ouiHKy edeKkTuB-
HOCTi cucTemn onnaTu npaui Ta NEHCIMHOro 3abesneyeHHs NMpPauiBHUKIB arpapHoOro cektopy YKpaiHn Ta BUCBITNEHO Npo-
6neMHi acnekTu NuTaHHA. BusHayeHo, Wo BAOCKOHANEHHA CUCTEMU coLjianbHOro 3abesnevyeHHA cenAaH notpebye pedopmy-
BaHHA MpaBOBOro MOMA, MOCWMEHHA CTUMYNATMBHOI (OYHKLUii nogaTKoBux nnaTtexiB i ¢opMyBaHHA HeobXigHUX
iH(ppaCTPYKTYPHNX €NEMEHTIB arpapHOro pUHKY npaui, 30KkpemMa Heaep>XaBHOro NpodeCiiHOro NeHCINHoro hoHay.
Knto4oBi cnoBa: arpapHuin cekTop; 3apobiTHa nnata; neHciiHe 3a6e3neyeHHs.

J1. H. KoBanb

KaHanaaT SKOHOMUYECKUX HayK, U. 0. peKTopa XMeNbHULKOro KOonepaTuBHOro

TOProBO-9KOHOMUYECKOro MHCTUTYTA, YKpauHa

OMNNATA TPYOA U NEHCUOHHOE OBECNEYEHUE PABOTHUKOB ArPAPHOIO CEKTOPA YKPAUHDI

AHHOTauwmA. ViccneanyeTca BnvAHWe 3apaboTHOM NnaThbl Ha 3PGEKTUBHOCTL 1 NPON3BOANTENBHOCTL Tpyaa. OcylecTBneHa
oueHka ahPeKTUBHOCTIN CUCTEMbI OMnnaThl TPyAa U MEHCMOHHOIO obecneyeHnsa paboTHUKOB arpapHOro ceKTopa YKpaviHbl 1
ocBelLeHbl NpobnemMHble acnekTbl Bonpoca. OnpeneneHo, YTO COBEPLUEHCTBOBAHME CUCTEMbI COUManbHOro obecneveHma
CenbcKoro HaceneHnA TpebyeT pechopMmnpoBaHMA NPaBOBOro NOMA, YCUNEHNA CTUMYNMPYIOLWEN (DYHKLMU HANoroBbIx nnarte-
el n opMUpOBaHNA HEOBXOANMBIX MHPPACTPYKTYPHBIX 3/TIEMEHTOB arpapHoro pbiHka TpyAa, B HaCTHOCTU HEerocyAapcT-

BEHHOro nNpoeccnoHanbHOro NeHCMOHHOro hoHAaa.

KntoueBble cnoBa: arpapr||7| CEKTOp; 38pa6OTHaF| nnara; NneHcMoHHoe obecneyeHue.

Introduction. The leading sector of the Ukrainian economy
is agriculture. Due to the presence of a strong agricultural
resource potential, Ukraine has held a leading position in the
world production of major agricultural crops for a long time.
Ukraine was able not only to meet internal food needs, but also
constantly to increase merchandise exports. However, during its
stay in the Soviet Union, Ukraine has started to lose its position.
After the declaration of independence, the Ukrainian Govern-
ment announced the implementation of major reforms in the
agrarian sector, but to overcome the negative trends did not
manage. Having the necessary climatic conditions and
resource base, Ukraine continues to purchase a number of
agricultural products on the external market.

The development of the agrarian sector is held back by a
number of unsolved problems. The most relevant of these is the
problem of financial stimulation of employers as the main factor
in productive work. Over the years, the destructive transforma-
tions in the agrarian sector motivational incentives have
occurred, and such things as salaries and pensions lost its
importance as a major component of the general system of
motivation.

9-10(1)’2014

Brief Literature Review. This situation put the issue in the
center of attention of many national researchers, such as
N. Kovtun [1], I. Mohilat [2], Yu. Naumko [3], L. Tkachenko [4],
I. Khlivna [5]. They pay their attention to the relationship of the
results of work and earnings. The researchers concluded that to
keep low social standards is not profitable to anyone, either the
government, businesses, and citizens. Therefore, the issues of
financial stimulation of employers of the agrarian sector were
through the work of many researchers. Its various aspects are
reflected in the revisions of V. Diyesperov, Y. Krasnov, L. Moldo-
van, M. Orlatyi, B. Paskhaver, P. Sabluk, V. Yurchishyn, etc. The
authors analyze the indicators of the level of salary and staff
retirement plan of agrarian sector, determine their impact on
employment and unemployment of rural population, nominate
their own hypothesis about overcoming urgent problems. Most
scientists in the justification of specific recommendations have
drawn to the world experience, analyze the theoretical and prac-
tical achievements of foreign scientists, in particular: A. Moris
(2003) [6], J. Keyns (2012) [7], V. Himpelson (2013), D. Strebkov
(2011), P. Petrakov (2011) etc. However, a viable concept for the
improvement of the Ukraine’s agrarian sector employers welfare
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has never been created. Above stated forms the topicality of the
research, defines its purpose, objectives and structure.

The purpose of the article is analysis of the indicators of
salary and staff retirement plan in agrarian sector, determination
of payments and pensions influence on the development of the
industry and the formation of the villages’ social climate, as well
as justification of the ways of the social security system effi-
ciency increasing for farmers.

Results. The achieved level of labor supply is the important
indicator of the national economy and individual industries
development. Against this background, Ukraine is not very
attractive. Far from the requirements of a market economy is the
existing system of social security for employees in the agrarian
sector.

A powerful factor that does not encourage the most promis-
ing people to work in agriculture is salary, the value of which is
28.3% less than the average for the economy (Table). A signif-
icant proportion of employees (about 13%) do not receive even
the subsistence minimum, which in Ukraine is very low [8, pg.
38], and in 2014 it is 1218 UAH (about 80 USD). This situation
causes the growth of rural poverty. In 2012, the poverty level of
the rural population amounted to 36.1% and was at 14.9 points
higher than in a city. It left its imprint on the nutrition of rural peo-
ple and, of course, had an impact on the future of the Ukrainian
village. The rural households spend on food more than 55% of
their income, but their diet does not clearly comply with proteins
of animal origin that farmers actively replace high-calorie pro-
ducts of plant-growing, thus, in the daily diet of the peasant con-
sumption of sugar is 1.2 times higher than the consumption of
this product by a city resident, bread and bread products is 1.3
times higher, potatoes is 1.5 times higher, but the consumption
of meat is 18.9% less, fish and fish products is 5.9% less, fruits,
berries, nuts and grapes are 40.5% less [10]. It is clear that
such conditions encourage the most active farmers seek to real-
ize their potential outside the village.

A certain part of the rural population makes attempts to rea-
lize themselves in a personal farm (PF). But this solution can-
not be called free will. The government has decided to identify
all persons who live in rural areas and maintain the personal
farm as employed in PF. It was done not to cause for yourself
hassle with employment and not to make expenditures on
social support for them. Was not taken into account by the

Government the fact that about 40% of households are owners
of a land area up to 0.5 hectares, on which it is impossible to
conduct effective agricultural commodity production and to
obtain the necessary income. To share the opinion of T. Ko-
valenko and S. Chernous (2009), we note that such provisions
are contrary to the provisions of the Constitution of Ukraine,
according to which affirm and ensure human rights and free-
doms is the main duty of the state (article 3); everyone has the
right to an adequate standard of living for himself and his fami-
ly, including adequate food, clothing and housing (article 48);
everyone has the right to work, which includes the ability to earn
for a living by work which he freely chooses or to which freely
consents (article 43); citizens have equal constitutional rights
and freedoms and are equal before the law (article 24); the
adoption of new laws or amending existing laws is not allowed
narrowing of the content and scope of existing rights and free-
doms (article 22) [11, p. 76]. The assignment of all peasants
working the land to the category of employed puts them in an
unequal position with residents and exacerbates social tensions
in society. It seems unfair that the peasants who handle a piece
of a land for their own needs are considered to be occupied,
and the person who rents the apartment and has the benefit is
unemployed, with all the attendant benefits.

The constitutional rights of employees in the agrarian sec-
tor are also violated by the Ukrainian system of retirement plan.
People, who worked hard in rural areas, receive much lower
pensions than workers in other industries. So, if at the beginning
of 2013, the average pension n in Ukraine was 1470.7 UAH [12],
the machine operators with experience of over 40 years
received only 700-800 UAH, the leaders of the company with
the same experience — 1.5 thousand, and the premium for the
title of «honored worker of agriculture» was established at the
level of 100 UAH. [13]. That is how the Government «rewarded»
for lost health in the production.

However, the members of the PF were in a worse position.
Through low income, they had no monthly opportunity to con-
tribute to the Pension Fund statutory amount of 34.7% of the
minimum wage, and their work is not counted as work expe-
rience, which would give the right to receive a pension. It seems
that farmers who own a piece of land and cultivate it are drawn
from the field of social policy, which deprives them even of mini-
mum guarantees.

Operating in Ukraine, the pen-
sion system does not solve the

. . L. social problems of the peasants,

Table: Salaries of agricultural workers of Ukraine in 1995-2013 but only causes disruption of the

real sector and encourage illegal

o E = The ratio of salary (%) employment. Current Ukrainian

s g3 £ 3 £ < 5% in the agrarian sector to: legislation provides the right to
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2 s e g. L EE 2 business transparently become
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TS enterprise appealed for help to the

(krb.) |73.00 |- 73.00 |- 37.00 |- 50.70 | 50.70 |- 'Sl'tl?rtoellj haﬂgwéz?%\é?g-zéigszgi
2000 | 104.00 | 287.00 | 230.00 |- 114.00 |- 49.60 | 109.60 | 39.60 9 ;

2001 | 118.00 | 311.30 | 311.33 | 135.40 | 151.00 | 132.50 | 48.50 | 128.00 | 48.50 nomy suffered huge losses and

2002 | 165.00 |365.00 |[376.38 |120.90 |177.00 [117.20 | 47.00 107.30 | 48.50 were unable to pay into the Pen-

S md s s e el Bak o e e e sonrind e sy dended

2005 | 332.00 | 453.00 | 806.19 | 136.70 |437.00 | 148.10 | 54.20 | 131.60 | 96.50 E’oﬁgglgg t?gogmgf'sgzrgi];’ggvﬁ%ag

2006 | 400.00 | 505.00 | 1041.40 | 129.20 | 581.00 | 133.00 | 55.80 | 145.30 | 115.00

2007 | 460.00 | 633.00 | 1351.00 | 129.70 | 771.00 | 132.70 | 57.10 | 167.60 | 121.80 request to place the matter before

2008 [ 545.00 [669.00 [ 1806.00 | 133.67 | 1101.00 | 142.80 | 61.00 202.00 | 164.50 the Cabinet of Ministers of Ukraine

2009 | 744.00 | 744.00 | 1906.00 | 105.50 | 1220.00 | 110.80 | 64.00 | 164.00 | 164.00 on the submission of additional

2011 | 100400 | 1004.00 | 2633.00 [ 11760 | 1855:00 [ 12630 [ 7040 | isaso [1aaeo| | coulations on the procedure for

2012 | 1134.00 | 1134.00 | 3026.00 | 114.90 | 2077.00 | 112.10 | 68.60 | 183.20 | 183.20 the bodies of the Pension Fund of

2013 | 1218.00 | 1218.00 | 3265.00 | 107.90 | 2340.00 | 112.70 | 71.70 | 192.10 | 192.10 Ukraine on debit and installment

Source: Built and designed by the author according to [8, p. 39; 9, p. 380]
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ning force majeure, and received a response stating that the
Ministry of Agrarian Policy does not put such questions to the
Cabinet, but only advises. Soon, the management of the
Pension Fund of Ukraine in the relevant area filed a lawsuit to
the Administrative Court for recovery from the company’s
receivable for insurance premiums for obligatory state pension
insurance, given the approach of the spring-field works, com-
pletely undermined its work [13]. Outlined approach of the legis-
lator does not ensure effective employment, which has been
proclaimed by one of the main principles of the state policy of
employment, and only reinforces the negative trend of the labor
potential destruction in the villages, leads to the reduction of the
impact of this factor on the competitive advantages gaining in
the modern world.

Through long-term negative motivational behavior in Uk-
raine, the villages have been steadily disappearing and become
deserted. Over the years of reforms in the state rural settle-
ments, there are 447 less of them today, than it was prior to their
introduction, more than 227 villages were became deserted,
and 6163 degraded [14]. Youth mass leaves the village and tries
to realize their potential in the city. Only in 2013, the number of
rural residents decreased by 7.4 thousand people. In this re-
gard, Ukraine now is in search of ways to strengthen the mecha-
nism for motivating agrarians to stay and work in the village.

A significant factor in solving the problem of salary should
be tax system. Current load level of the wage fund forces emp-
loyers to pay part of the salaries «in envelopes», but it also
encourages the development of shadow on the labor market.
Thus, we see the urgent need to reform the tax system and to
implement the policy of jobs creation by providing tax incentives
to businesses that hire new employees and do pay them a
decent wage.

Failure to comply with the terms and conditions of salary
payment provokes the absence of an
effective penal system for violation of
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propose to change this rule for occupational pension funds, pro-
vided that the issuer operates in the field of activity of the buyer.
This will allow for the inflow of funds in the industry to support
it. Such conditions, at our discretion, must be provided to AOPF
due to the following reasons:

a) agriculture is a priority sector in the national economy;

b) a particularly acute shortage of financial resources exists;

c) the mortgage loans have a high level of reliability, be-
cause the object of the pledge is fixed and, moreover, has a ten-
dency to increase rates.

In the event of default by the debtor its credit obligations, the
Land Mortgage Bank will be able to satisfy their requirements
on the principal obligation by repossession of the object of mort-
gage. This will be immediately implemented through the State
Land Fund effective owners. The risk of bad debts is minimal,
therefore, the direction of the AOPF pension assets allocation
as the bonds of Land Mortgage Bank should be a priority.

An adequate level of AOPF income can provide ownership
of land. Current Ukrainian legislation allows non-state pension
funds to invest their assets in real estate. We propose to provide
an exceptional opportunity for AOPF of Ukraine to invest in land.
This will allow leaving the appropriate amount in the agricultur-
al sector and the institution to concentrate in their hands the
property that does not lose value. In order not to exclude these
lands from agricultural use, in the legislation of Ukraine, it would
be appropriate to provide a mechanism for their lease for the
Land Fund, which will accumulate land ownership of AOPF in
the hands of efficient economic entities.

Giving the opportunity to AOPF to possess the land, we
consider it appropriate to introduce a funded pension insu-
rance disposable land of the pension contribution. This will
create significant benefits for the majority of the land owners
at the time of their retirement. Such situation occured because

the law on payment of wages. There-

fore, we offer to increase the size of Work Capital
sanctions for violations of labor legisla-
tion, and for persons who regularly S = 5 o 4
adhere to the statutory conditions to g 2 23 533 8
apply more stringent measures which B 33 823 ¢

ide the legal field for confis- 33 23 =8 £
may provi g . . ©® & Activity in the labor market and 28 = §
cation of_ th(_e busmes_s_ or incurring caital «—] z
criminal liability. In addition, we consi-

. 3

der it appropriate to create a centra-
lized database that would contain in-
formation about the offenders, equally
available to all market participants.
We negatively estimate the norms
of the law which provide for shifting the
entire burden of early payment of pen-

Agrarian Occupational Pension Fund

Activity on the land market

—

sion by the employer and offer to can-
cel them. We believe that the agricul-

tural industry of Ukraine needs to 1

create a system of pension provision 22
which will include a non-governmental © 52
agrarian occupational pension fund 3 ag
(AOPF), created with the participation e
of the state and on the basis of an e
agreement between employers’ asso-

acquisition

under the

ciations and trade unions, as well as of
the population employed in PF (see

The owners of the land

Figure). The main activity of AOPF
should be investing in agriculture. The
actual would be a fundraising profes-
sional agricultural cumulative system
to the activities of the Land Mortgage
Bank and the Land Fund. AOPF could
buy mortgage-backed securities and
benefit from it. However, the Law of
Ukraine «On non-state pension insu-
rance» prohibits investing more than
5% of the assets of private pension
funds in securities of one subject. We
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Figure: Functional Scheme of the Agrarian Occupational Pension Fund of Ukraine

Source: Developed by the author

ECONOMIC ANNALS-XXI

Al



EKOHOMIKA TA YMPABJIIHHA NIANPUEMCTBAMU

of a significant backlog of salaries of most of the rural popu-
lation and lack of real opportunities for individual processing
units (Figure).

Practical application of the proposed model will not only
improve the livelihoods of rural pensioners, but also allow accu-
mulating substantial financial resources for further investment
in the agricultural sector, contribute to the conservation of indus-
try’s land resources.

Conclusion

A priority area of Ukraine’s national economy is agriculture.
With its strong resource base, the industry can provide to the
state a worthy place in the world. However, the available capac-
ity in Ukraine is not used, and the state begins to become a net
importer of food. The agrarian sector of Ukraine faces many
problems, but one of the most important is the loss of labor
capacity, lower performance and productivity due to the lack of
effective incentive mechanism.

The established system of salary and staff retirement plan
of the agrarian sector does not solve their problems, but only
causes disruption of the real sector and encourage illegal
employment. Therefore, Ukraine is currently in search of ways to
enhance the motivational mechanism in agriculture.

Improving the system of salary and retirement plan needs
reform of the legal framework in tax payments and build the
necessary infrastructure elements of the agricultural labor mar-
ket, in particular, non-governmental professional pension fund,
namely, AOPF. Implementation of the proposed measures will
require a balanced decisions at all levels of management and
active participation of all actors of the market.
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