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TATIANA I. YAVORS'KA

Tavria State Agrotechnical Academy

ENTREPRENEURSHIP AND DEVELOPMENT OF INDIVIDUAL FARM
HOUSEHOLDS

A notion entrepreneurship” is known since the 13th century. According to the
Rober's Dictionary an entrepreneur is ,a person, who manages the enterprise, has
her own account, using various factors of production (natural resources, labor, ca-
pital) with purpose of selling goods or providing services”. Entrepreneurs are
_farm households, agrarians, businessmen, manufacturers, including small-artisans
and other of trade outlets”. But employees, officials and others were not included
into the entrepreneurs group at that time, because they received salary for their
work. It wasn't until the 18th century that an entrepreneur had been identified
with innovation, inventiveness, refinement and other features and characteristics
a modern entrepreneur possesses. An English economist R. Kanfilion applied the
term ,entrepreneur” to define a person with changing incomes.

Entrepreneurship as a special kind of business activity can effectively function
in terms of market relations, because they provide freedom of directions and met-
hods of farming, independent decisions and financial strategy inherent to one or
another kind of enterprise activity. The establishment of market conditions is im-
possible without development of business-like activities. o

According to the existing legislation entrepreneurship is an independent initia-
tive activity realized at one's own risk, taking upon qneself (legal entity or indivi-
dual) property responsibility and focused on receiving of income (profit) from

using, sallying goods, providing services. . . - -
i initiative economic activity, realized with personal

In its turn business - 1s an 1 -ISO.
or borrowed means, at one's own risk and taking upon oneself the responsibility,
focused on obtaining the profit and further df:velopment. Entrepreneurship activi-
ty in agriculture is only possible with taking into account the structure of agrarian
and industrial production and economic interrelations that were formed.m it in
the course of its existence. Specific character of farm production has S_tlpu.lated
practical invariability of basic types of organizational structures 1 agrarian indu-
strial sector, irrespective of production forces development level in the country

and socio-political structure. g ff hi
According to this peculiarity all the existing types of farm entrepreneursiip

may be relatively divided into four main groups:
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. ini level of sge:.a1:

_ the first eroup is characterized by the minimum OF ZE(P Socializy
of m:lc: :l;csitc%pitzﬁ. This is either the organization of ;{::ﬁllafirllilrlliproducuon (in d?.
vidual farm households), or au‘rar}gmg.f"‘r 0 ownlf;'i‘.s bt Bl Tlum Dumber
the participants (a private enterprise .W}thout establishm e % entity, o st
farm). During the Soviet period individual ‘farfins msl»)tea fa }f S‘Eppon had 1
pay higher tax rates and they were almost wipe (;ut ec?;se o l: At 1act. The p,,
ket reforms gave a new development impulse to form ;-)OO ;lrr}rll usiness, as priy,
farming. In spite of the fact that by the 15t of ]anuau.'yl,11 alt e Icliumber of offici,
ly registered farms was about 38,400, a share of agnc tural products produceq by
them was still insignificant and made in 2000 1.8%. Compare: the same yeqr i, &
vidual farm households produced 64.6% of gross product.

- the other group well-known in the w'or!d practice 1s .called a company o
partnership. To this kind of entrepreneurship in home practice corresponds org,
nization of farm producers in the form of limited liability companies. The bag
difference of such enterprises is partial socialization of producers' property and re.
sponsibility under the obligations within the limits of this property cost. Produc.
tion cooperatives are also included into this category. They differ from limited lia-
bility companies by some formal organizational features and by measure of re.

sponsibility. A lot of agrarian economists consider this type of entrepreneurship
most typical and viable for Ukraine's farming.

- the third group - a joint-stock company or corporation. The use of the given
type of entrepreneurship activity in agriculture is a relatively new phenomenon.

A Joint-stock company or corporation differs from partnership by the charic
ter of capital unification and by corporation member's participation in production
and management activity. One can this form of productions socialization a rather
applicable for farm enterprising neither fractionally nor practically.

The main drawback here is alienation of producer from the process and results
of his/her work that hi

i ghly reduces motivation and negatively influences both the
© f{cx‘e ncy of work and the quality of administrative decisions. The positive fact®"
(t)e )f:mt-sFOCk companies formation on the basis of former collective farms and s

L 1 > o .8 . . d
unlimniltseclis - %ppo?;; nity of attraction of additional financial resources from® 11?
number ot legal entities and indjvi : aren't COF

: indivi 1 rs aren
fident as for re ceiving duals. Although investo

o . . -0l
of nepative ‘}iv‘dends from the money they had put into agraria? 5;“ .
atve 1nfluence of object; irability
farm production. Al objective factors and rather

1 . . . { d X
Therefore this type this makes the realization of the latter factor impract ipal
enterprises, Thﬁ}’Pa o entrepreneurship activities made up by state and r.nun'l:
authorized capitzﬁ :;tfl ciPation of state or municipal bodies of self-gover nm%{‘ltlious,
e Organization i s ondi
but ;rr;%;n an charact ert;so\?,?lt dif'lslf’e_ factor under home ¢
above-given £, o €rship 1s important i
. } clas . - P . !
du(Et in Ukraine ; i b$1f1.cat10n it's visib] f gros
to imply them € Dy ind

e e that the greatest part © osibl¢
as a whol widual farm b

. 0 o
ole to entr households. But whethefr “iﬁ f,u'ﬂ;
ePr6neurshi p) @) nvat .
* nl art (0] P \ Vi
Y marketable chara Ctep y a small p i

r. The analysis shows tha" -
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farm households, that are representing the |op Co

such important products as milk and meat (in 2%8% _Pg ;’5003:3“7 41f} production of

tion of the§e products), the marketability of mj]) made 18% and ;n 1 oauc

191 the given figures reached accordingly 2 and 330, The a‘ierigc"l?ii 1zf.g)0/§._ B
' OI 1ndivi-

dual farm households is 0.36 hectares,

The farm private sector includes farms of differ :
. ent kind of

a small number of large private farms, which produce significirnotp:rrz-uiogev:r,
ducts, plays an important role in each country. As a whole 10-15% of the lar;

farms'in Western Europe produce more than 45-55% of farm products. So. as the
experience proves, large farm entderpris ot

. es have more advantages. Unfortunately,
large private farms only start to be created.
So, we may conclude that it is necessa

ter of private farms, to enlarge their size
first of all of marketable products.

Most of private farms have no possibility to be involved in entrepreneurship
activity because of a series of causes. They are: lack of time necessary for sale of
farm products, lack of special transport, the remoteness from products' selling pla-
ces, etc. These problems can be solved by vertical integration, which will allow to
mcrease farmers' profits, contribute to rapid market entering, besides it will redu-
ce the number of intermediates, that are between a producer and a consumer.

The vertical integration implies the integration of farmers' efforts in order to
enter the fields of activity that are closely related to farm production. That will al-
low them to control the movement of farm products and to receive _appropriate
profit. It foresees the establishment of farm cooperatives by separating of some
functions from farm enterprises, farms, private ifarms households in order to orga-
nize them in a large scale. Small farm production has. spontaneous, unorganized
character, because it is motivated by its own needs and is not influenced by xlnar lfel;
demands. That's why it is often subjected to selfdependence, the 'statesdeaﬁ }mt
farm producers from the point of view of small costs and low pr(xices.. ma arnt
production is also characterized by techqical backvyardness of pr OHPCUO:ema?;ﬁI
ment, low farm work productivity, difficulties with prc;c%ucts ;fe (;ir;ies x'.I‘yhe -
markets for sale, disadvantage of the sale terms because of inter . .

. " : f market infrastructure on serving sma

Integration and cooperation, absence f cooperatives for farm service can

farm producers also take place. Establishment ot coop

solve the majority of state-above problems.

Sale cooperatives selling farm products are i
Spread form of farm serving cooperatives today. Zta o o producers to form
allows the owners of private farm households and 0 re, to take products from re-
large and classified batches of products, t0 P s :10;::0 T’hanks to sale cooperatives
fa_e populated areas, and to use R he'moment of their production
arm producers can also trace the products fr Oﬂfl ; ¢+ intermediaries' margin, and
tll thejy consuming, get information about differen

: ducts.
izations to the pro
a out [he requirements of proceSSCS Of trade Organlza

ry to strengthen entrepreneurship charac-
and therefore the volumes of production

historically first and the most \V}de-
lishment of sale cooperatives
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. v qual farm households irrespectively of their size and wWitho,
Hence, mdlvld ence get an opportunity to complete again commercig] . :ISS
of their mdepenrket of farm products and keep the larger part of profits, Th )
a

diaries at the I(Iil velopment of entreprencur activity 9f individual farm hOuseh:I ll
spzegi uthhli) n; run it will allow to enlarge their size and to transform SOmed;
and n t

1

: rivate households. . _ 1

the?hl:gs)tlag%:h%lent of selling, storing and .procesmlilg 'of seﬁxce CoipefatiYes il

be effective only if they study th.e market, i.e. mar .zt:'mg. f € marketing jmp.,

an integrated economic systex, dlr.egted on the p;ow ling o dmaxlmu.m sale of py,

ducts, the achievement of high efficiency of production and expansion of myy,
chare. Farm marketing is bringing the farm pro_duct up to t}.le final customer,

It includes purchasing, storage, transportation, processing and distributjog of
products. I '

- A special feature of marketing in farm sale cooperative on one hand acts
producer in case when it sells farm products. On the gthqr haqd cooperative zp.
plies a certain marketing policy as for its members, which is mainly realized thro-
ugh the strategy of price formation. It may be concluded that there are two type
of sale servicing cooperative marketing:

- the sale marketing;

- the marketing concerning farm producers.

The sale marketing is most widely used. In countries with developed cooperati
ve sector the market activity organization for farm cooperatives is in reaching pro
fit (level) increase for their member at the account of meeting all the requirements
of their products' consumers. With the help of professional managerial stuff of
a cooperative its members study their customers, influence their opinions and me
tives, create the consumer-oriented marketing complex. _

The marketing complex consists of 4 elements: a product, price, distributio?
and promotion. These elements are known as ,marketing mix.” The skill to m&
the elements of marketing for solving a practical task is a basic of marketing. The
s;_)ecial features of marketing activity of selling, storing and processing and ser
cing cooperatives are mostly displayed through the trade and price policy- ]

The work of farm cooperatives is efficient when products or services Pf oduce
and sold with their help, are demanded at the appropriate market. In this case ! 4
product policy is a nuclear of marketing decisions, with which other decisio™

conx}ected with the conditions of purchasing the product and methods of Its P;:
e e e s o, oo sl 2
activity at farm raw materials and 1007 " ¢

. . . i ' o
market may use trade policy, which isn't very different from marketing P° ©
private enterprises.

In cooperatives the
marketing, As for its
ach that almost exclu
1s mostly displayed i

f
.. . . es 0
pricing policy corresponds to the above-mentloﬂe.cl tyP [0

members a cooperative uses and imperfect marketié nf P.lch
des the rest of elements of marketing complex. Thus 2P pint o
n the principles of price differentiation, and the maif P °
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- the principle of a complex purchasing; purchased by 2 Cooperative;
- the criterion of purchase intensity;

- use of consulting service;

- use of cooperative members' own trans

household;

- purchasing the material and technical means during the off-season.

A member of the cooperative, whose activity meets these criteria better has an
opportunity to get higher price discounts on material and technical means. To sti-
mulate farm producers to participate in ,Agro-Pikarde” cooperatives activity, the
marketing approach in the form of extra charges according to the following crite-
ria is applied:

- farmers own corn storages, availability;

- farm producers use the seeds purchased the cooperative;

- farmers provide leading, discharging and transport, etc. . .

In the activity of ,,Agro-Pikardi” cooperative a special price policy is appl_led. In
our opinion, the serving sale cooperatives in Ukraine should apply the identical ra-
te of discounts or extra charges to a preliminary price in accounts v_vuh.thfau' mem-
bers, especially with owners of individual farm households. It.wdl diminish the
risk of conflict situations between cooperative members at the first stage of coope-
rative activity. , ; :

Also proc};ssing and store cooperatives, which are mterestet}i1 in a Rrofltat{ile si;
ling of the products, produced by their members, can pursue the pricing policy
" orginal form. There are two main ypes ol PUSPRN, s it

- either a cooperative sells its products at a nigh price, %1 finite volumes of
level of the margin per a unit of produce, which compensates de

sale; ) o« B | of margin per
- or a cooperative sells at a low price, that fgwest 5 O?ulrizc}’?::le. .
3 unit of produce, but it is compensated by signiticaz

: i ving their own
The first type of price policy can be applied by Cl?iOpCeaZiut‘},;;hczn sgll products
Capacities for storage of their member’ pr oduct. - tf : orable. Such a price policy
on behalf of their members, when the price IS more Ev also applied by cooperati-
corresponds to the strategy of differentiation- ; cargeri in their farm households,
Ves processing the products produced by the mem COOpEratives.
and selling them in processed form, ie. by p{ocessm%c)rm a large batch of products
Store-sale cooperatives have an opportumity to aand sell it without intermedia-
'om small deliveries by the cooperative members

port for delivering fertilizers to a farm
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m

ries at a competitive price. Under these conditions the transportation, Store

e expenses of a farm produce are reduced. A Cooperazlve can a.1p.p1y Aothe, k‘sa_
and of price policy, that coYre'sponds. to the s.trategfy of competitiveness g, in
penses reduction. In our opinion, this very kind of a price policy meets
rements of private farm households bcst.of all. o

Thus, for the renovation of an agrarian secfo'r, for reorganization of indvig

farm households into high - productive once, it's necessary to admit the objectiu il
ty of establishment of servicing cooperatives, especially sale cooperatives, A, l\tﬂ
necessary to admit the leading role of marketing processes here, the main Objecnvs
of which is effective activity both at the home market and in long run at the iﬂte:
national markets. -

.
he r equi.

Summary

The core of business and the basic types of the agricultural business organizing are coverediy
this article. As the subsistent farms are the main agricultural producers at the present in Ukraine,
it is analyzed the outlook for the agricultural business development in this kind of enterprises.
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