








SUPPORT FOR AGRIBUSINESSES, NOT SMALL FARMERS

While financial institutions have insisted that one of their
priorities is strengthening Ukraine’s anti-corruption in-
stitutions, the reforms they have imposed raise major
concerns. The primary beneficiaries of the land reform
will likely be agribusiness interests and oligarchs who
built their fortunes during the initial privatization wave.'®
Oligarchs already control vast swaths of the country’s re-
sources: The top ten percent of richest Ukrainians hold
nearly 6o percent of Ukraine’s wealth.”® Other reforms,
including the liberalization of the energy sector, the pri-
vatization of state-owned enterprises, the restructuring
of the financial sector, and the overhaul of the pension
system, pose similar concerns — namely that they would
increase inequality, paradoxically enriching the oligarchy
that the IMF, EBRD, and World Bank claim to be fighting
through anti-corruption measures.

Additionally, by supporting large agribusinesses, interna-
tional financial institutions are in effect subsidizing an in-
dustrial model of agriculture based on the intensive use of
synthetic inputs, fossil fuels, and large-scale monocropping
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— long shown to be environmentally and socially destruc-
tive.’® Negative impacts include the loss of biodiversity and
soil fertility, high carbon emissions, land degradation, and
chemical contamination of soil and water, with significant
impact on human, animal, and planetary health.7

In contrast, as recent research shows, small-scale farmers
in Ukraine have demonstrated resilience and a great po-
tential for leading the expansion of a different model based
on agroecology, environmental sustainability, and the pro-
duction of healthy food.”'Ukraine’s small to medium-sized
farmers also play a crucial role in guaranteeing the country’s
food security. They produce over 50 percent of the country’s
agricultural output, including 99 percent of potatoes, 89
percent of vegetables, 78 percent of milk, and 74 percent
of beef.” Yet, most small farmers have very limited access
to financing, which favors large farms and agribusinesses."”
Banks mainly work with farmers whose holdings exceed 500
hectares.” Moreover, if loans are granted to smaller farms,
they require extensive paperwork and tend to be short-term
as well as inconsequential, with high interest rates.”
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The World Bank has justified the creation of the land market
as a way for small farmers to access financing.”® Howev-
er, the institution expects this to happen through farmers
using their own land and crops as collateral for bank loans
or through partial credit guarantees, instead of directly fi-
nancing them and putting in place effective financing and
institutional mechanisms.”” Since 2015, through the IFC
and in partnership with the government of Switzerland,
the World Bank has pushed for crop receipts as a way for
Ukraine’s small farmers to access financing.” While the IFC
claims that crop receipts have allowed 2,000 small farm-
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ers to gain access to US$1 billion of financing, this sum of
money does not come from the financial institution, as
is the case for large agribusinesses, but instead requires
farmers to use their future harvests as collateral to secure
capital financing.”® The World Bank has also supported the
creation of a Partial Credit Guarantee (PCG) Fund to “reduce
credit risk and enable lending to small farmers,” but the size
of this fund is only 200 million hryvnia — or US$5.4 million,
a negligible amount compared to the loans secured by the
country’s agribusinesses.’®




THE IMPACT OF THE WAR ON AGRICULTURE IN UKRAINE

The Russian invasion has had numerous repercussions
on Ukrainian agriculture, including shortages of fertilizers,
seeds, and fuel.’®® In addition to blockading Black Sea ports,
destroying infrastructure, and seizing Ukrainian grain, the
Russian military has also targeted agricultural facilities. It
is estimated that land mines are present on around 10 per-
cent of Ukrainian farmland.®® Some agribusinesses report
having lost access to their land, such as UkrLandFarming,
which claims it has lost control of 40 percent of its holdings,
including 100,000 hectares in the southern region of Kher-
son and 6,500 hectares in the eastern region of Luhansk."
HarvEast, which is controlled by SCM, has stated that it has
almost lost all of its assets in the Donetsk region as a result
of the war, losing control of over 95,000 hectares of land
near Mariupol.®

Some of this land has been seized by other agribusiness-
es, who are taking advantage of the conflict to accumulate
more land. For instance, 100,000 acres (40,500 hectares)
of the land lost by HarvEast has allegedly been seized by
the Russian agribusiness Agrocomplex, which controls over
800,000 hectares of land in Russia and is headed by oligarch
Alexander Tkachev, a former Russian agriculture minister.ss
Agrocomplex has been accused of taking over 400,000
acres (161,874 hectares) of Ukrainian farmland.®¢ In addi-
tion to the HarvEast’s holdings, this includes 250,000 acres
held by Agroton, and 50,000 acres held by Nibulon.’®” Agro-

complex is now reportedly farming this land.”®® In another
instance described by the Association of Farmers and Private
Landowners of Ukraine, a Ukrainian agribusiness of 15,000
hectares took over land shares from five small farmers, by
offering the landowners a rental rate of 15 percent of its
harvest.”® The farmers, who previously leased the plots at
a rate of 10 percent, were unable to outbid this offer,
consequently losing the land. Yet upon signing new lease
agreements with landowners, the agribusiness declared
that, due to the state of emergency provoked by the war, the
new rental rate would be a mere three percent.’®

By breaking down supply chains, the war has severely
disrupted the activities of agribusinesses, causing cer-
tain large firms to cease functioning, operate at a loss, or
go bankrupt.” In the face of this, it is “small farmers that
have been left to pick up the pieces.”** As they do not rely as
heavily on industrial supply chains, they have proven to be
more resilient, flexible, and mobile.’3 However, small farm-
ers have had to operate with very limited amount of land and
financing, while agribusinesses continue to receive the bulk
of the Ukrainian government and international financial insti-
tutions’ support.’* According to Victor Yarovyi, a scientist at
the Institute for Economics and Forecasting of the Ukrainian
National Academy of Science, Ukraine’s rural population is
now suffering from poverty, with 44 percent living below the
poverty line and seven percent suffering from malnutrition.'s




POST-WAR RECONSTRUCTION PLANS TO PRIVATIZE FURTHER

Ukraine’s staggering and growing foreign debt makes it like-
ly that reconstruction will be dictated by international finan-
cial institutions and foreign interests, which have already
indicated that they will use their leverage to further privatize
the country’s public sector and liberalize its agriculture.'®

Ukraine’s external debt — estimated at US$132 billion in
2020 — has continued to swell because of the war.'s’ In 2022,
the EBRD, the IMF, and the World Bank approved close to
US$7 billion of additional loans to the country.'#®

In August 2022, after months of pressure, Ukraine’s cred-
itors agreed to a two-year freeze on payments on US$20
billion in international bonds.’® However, this agreement
excludes major creditors, including the IMF and the World
Bank.>*° In any case, these loans will eventually have to
be repaid, along with their associated charges, fees, and
interest that continues to rise — locking Ukraine in a cycle of
unsustainable debt obligations.

In 2022, Ukraine spent US$4.3 billion servicing its debt.>
Despite the war, it repaid the World Bank US$496 million
and the IMF US$2 billion (plus US$312 million in charges
and interests) the same year.>> These debt repayments
weigh heavily on an economy already strained by war and
economic crisis — exceeding what the country spends on
key sectors. For instance, educational expenditures for
2022 stood at US$1.6 billion, US$400 million less than the
reimbursement to the IMF.2°3

Ukraine’s crippling debt burden means that it will likely face
significant pressure from its creditors, bondholders, and
international financial institutions on how its post-war
reconstruction — estimated to cost US$750 billion — should
happen.>4 Already, international financial institutions
are calling on Ukraine to further the “market-enabling
agenda that was underway before the war” including
privatization, deregulation, and reduced social spending.>°s
An April 2022 World Bank paper titled “Relief, Recovery, and
Resilient Reconstruction” states that “post-war reconstruc-
tion may present an opportunity to think differently about
social services, [...] geared toward a new model of care that
is no longer primarily institution-based (e.g. orphanag-
es, old age homes, institutions for those with disabilities),
but oriented toward home- and community-based care”
— which would erode public social services and place the
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“As you continue to push forward with
difficult reforms - the United States,
our allies, and international financial
institutions support your efforts to
integrate Ukraine into the global
economy and put this nation on a
path to self-sustaining growth.”

- U.S. SECRETARY OF COMMERCE PENNY
PRITZKER ADDRESS TO FORMER UKRAINIAN
PRESIDENT PETRO POROSHENKO,
SEPTEMBER 28, 2016*°

responsibility for social support solely onto individuals.>® In
the field of agriculture, the World Bank asserts that Ukraine’s
reconstruction will require “further liberalization of the agri-
cultural land market” and expansion of “the Crop Receipts
program to attract private capital.”>”

Similarly, the Ukraine Recovery Conference, which took place
in July 2022, called for privatizing “non-critical enterpris-
es,” providing “access to funding with competitive cost of
capital by supporting growth of loans,” and improving “ease
of doing business via a deregulation crowd-sourcing initia-
tive.”>°? The Ukraine Reform Tracker report presented at the
conference suggested that “the post-war moment may
present an opportunity to complete the difficult land
reform by extending the right to purchase agricultural land to
legal entities, including foreign ones.”2° Everything is thus
in place for further concentration of land in the hands of
oligarchs, foreign interests, and large agribusinesses."

Yet, the “post-war moment” should be an opportunity for
just the opposite, i.e. the redesign of an economic mod-
el no longer dominated by oligarchy and corruption but
where land and resources are controlled by and benefit all
Ukrainians.
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UKRAINIANS CALL FOR THE SUSPENSION OF THE LAND LAW

DURING AND AFTER THE WAR

In December 2022, a coalition of farmers, academics, and
NGOs called on the Ukrainian government to suspend the
land reform law and all market transactions of land during
the war and post-war period, “in order to guarantee the na-
tional security and preservation of territorial integrity of the
country in wartime and post-war reconstruction period.”*
Ukrainians are putting their lives down to defend their land
but are well aware of the corrupt forces that are threatening
that very same land and the whole economy of the country,
as demonstrated by the very widespread consensus against
the land reform law passed in 2020.

“Today, thousands of rural boys and
girls, farmers, are fighting and dying

in the war. They have lost everything

- housing, land, livelihoods. They are
practically unable to realize their right
to land. The processes of free land sale
and purchase are increasingly liberalized
and advertised. And this really threatens
the rights of Ukrainians to their land, for
which they give their lives.”

- PROFESSOR OLENA BORODINA, NATIONAL
ACADEMY OF SCIENCES OF UKRAINE (NASU)*3

After a long history of marginalization under previous re-
gimes, civil society and small farmers are calling for a post-
war agrarian policy centered on farmers, environmental
responsibility, and economic justice.# They demand the
establishment of a political platform for the inclusion
of small farmers into the Plan for the Reconstruction
of Ukraine, recognizing them as equal players in the coun-
try’s food system. They also ask for the adoption of the Law
“On the Agrarian System,” recognizing peasant farms and
farming households as the basis of Ukraine’s agrarian
system; the creation of a national institution protecting
the right of peasants, family farming, and the rural environ-
ment; and the formation of state programs that establish
regionalnetworksoflocalagriculturalmarketsgeneratingshort
supply chains and incentivize food self-sufficiency through
the production of domestic seeds.?
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The above can be the basis for the transformation of the
agricultural sector in Ukraine to make it more democrat-
ic, environmentally, and socially sustainable, in a way that
benefits the majority of the people — guaranteeing the right
to “high-quality and safe domestically produced food.”>®
International policy and financial support should be geared
towards this transformation, to benefit people and farmers
rather than allowing colonization by oligarchs and foreign
financial interests.>”
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