Overview of Rural SME Development

CURRENT SITUATION

31% of Ukrainian population live in rural areas.
High unemployment rate among rural people (30%).
Low salaries in agriculture (45% of salaries in other sectors). 
High poverty level (84,9% of rural people have their salaries below subsistence level, 59,9% of salaries is spent for food)

Inefficient technology
Low investment attractiveness rate  

Increased role of rural households (67% of gross agricultural output in 2004)
АIC – basis of rural socio-economic development programmes  
Low monitoring and impact assessment of legislation and development programmes  

Underdeveloped mechanisms of legislation and development programme implementation
Insufficient funding for development programme implementation
Low level of inter-ministerial integration
  Undeveloped market infrastructure and logistics   
Undeveloped system of financing and crediting and insurance services for rural entrepreneurs  

Poor entrepreneurial initiative and knowledge
Reduced number of social sphere assets 
Imperfect system of social guarantees and services 
Ignoring bottom-up proposals 
Limited local self-government capacity 
Low NGO activities
MAIN TRENDS
Increase in incomes  

Vector of Governmental programmes turns to rural dwellers
Private initiative receives more support 
Increased role of local self-governments 
Higher level of social welfare 

Increased labour mobility
KEY PRIORITIES

 Support to non-farm business activities 
 Highly efficient, competitive agricultural sector
 Improve competitiveness in agro-industrial sector 
 Market infrastructure development and improved AIC export potential
 Development programmes for depressive areas
 Improve food quality standards
 Integrated and sustainable rural development
 Preservation of culture, traditions, spirit 
OPINION:
UKRAINIAN RURAL SME DEVELOPMENT POTENTIAL 

 New Government course to European integration and Ukraine’s accession to WTO

Shifting emphasis from sector development to rural livelihoods. Cabinet of Ministers of Ukraine Programme “Towards People”
Adjustment of legislation, development strategy and programmes, and standards to EU legislative framework
Strategy as basis for new rural development programmes
Development and implementation of target programmes (including depressive areas)

Ensure 100% budget funding of development programmes
Efficient implementation mechanisms, objective monitoring and independent impacts assessment of programmes
Support to diversification activities 
Market infrastructure development, rural business support
Improved civil initiative, local self-governance, administrative reform 
High-tech introduction
More intensive migration process 

Rural investment promotion
OPINION:
WHAT CAN WE LEARN FROM THE EU EXPERIENCE in Rural SME DEVELOPMENT?
Ukraine must consider at some stage a gradual shift in emphasis from pure production and market-support mechanisms, to ‘market-led’ production/processing that respects the environment and use of scarce resources, supported by direct income-support measures;
 
From the 10 new Member States recently joined the EU, Poland is an important Case Study for Ukraine, in terms of proximity, agricultural significance and experience, which can be used to learn further;
From the pending Applicant Countries, Romania is an important Case Study, in terms of proximity, agricultural predominance and experience, which can be used to learn further;
 There must in future be increased emphasis on evaluation, impact analysis and consultation in the formulation of Ukrainian Rural Development Policy and Strategy;
 
