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1.14 Information Aspects of Formation of the Social Insurance System 

for the Farmers of Ukraine 
Legal, financial and organizational principles of compulsory state social 

insurance, guarantees of working citizens regarding their social protection are 

defined by the Law “On Compulsory State Social Insurance” [7]. Compulsory 

social insurance is “a mechanism that enables to accumulate equitably and 

effectively, provide targeted allocation of financial resources ensuring social 

protection of workers and their families in the cases of certain risks” [4, p. 159]. 

In its turn, the state social policy is based on the social legislation, which is 

the legal basis of its information support. The relevance of research of the 

information aspects of social insurance development is conditioned by the fact that 

its transformation is taking place both in the organizational and legal aspects with 

approximation to the European standards and in accordance with the international 

agreements of Ukraine. Social insurance of rural population is especially important 

in this context, since for various reasons it remains the least protected one. 

The problem of equalization of social protection conditions of farmers has 

been examined by I. Prokopa [2; 18], O. Borodina [2], M. Maliovanyi [13], 

O. Mohylnyi [14] I. Shubenko [20], etc. They indicate the imperfection of the 

current procedure of this insurance, and they argue that it needs to be improved. 

I. Shubenko points out that “payment of a unified social contribution to the 

Pension Fund of Ukraine on a voluntary basis is expensive for most rural people, 

and it is perceived as unfair” [20, p. 275]. According to the research by I. Ivasko, 

“13.2 million rural people need social protection. Among them, only 

560.3 thousand employees are members of USC to compulsory social insurance”, 

and “the mechanisms for synergies between the state and the agricultural social 

insurance fund regarding temporary financial and legislative support require 

further research” [10]. Estimation of financing is provided by I. Prokop, 

O. Borodina,“as for the preferential social insurance system of the members of 

private farms, its implementation will require 7.25 billion UAH for a five-year 

period, in particular, from 0.4 billion UAH in 2016 to 3.1 billion UAH in 2020. 

Such costs could be financed either by subsidizing the agricultural sector or within 

the budgetary support of the Pension Fund, which is currently being subsidized” 
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[2]. K. Bodnarchuk has researched that “in order to provide rural people, for whom 

farming is the main activity, with a guaranteed state minimum basic labor pension, 

it is advisable to make amendments to the Law “On Collection and Accounting of 

the Unified Contribution to Compulsory State Social Insurance” that will provide a 

monthly social contribution to the Pension Fund by the members of private 

households” [1, p.33]. 

According to the researchers, the main obstacles to reformation of this system 

are as follows: high rate of differentiation of the population incomes in different 

regions and sectors of the economy; shadow labor market, which reduces the 

possibility of forming an appropriate level of the income part of social insurance 

funds; outdated regulatory legal framework of social insurance, which eliminates 

insurance principles and clear targeting of social assistance [15]. 

Information support of social insurance for farmers in Ukraine, which is the 

purpose of this research, is aimed to analyze the social legislation, which is the 

legal basis, and to describe the algorithm of formation of the social insurance 

system. The components of this process are presented in Figure 1. 

Social risks

Objects of insurance

Subjects of insurance

Record keeping

Conditions of 

insurance

Tax Code of Ukraine and Laws

“On Compulsory State Social Insurance”, 

“On the Farm”, “On the  State Support of 

Farms”, “On Collection and Accounting of 

the Unified Contribution to Compulsory 

State Social Insurance”, “On the State 

Registration of Legal Entities, Business 

Entities and Public Units”, “On 

Amendments to Certain Laws on 

Stimulating the Establishment and 

Activities of Family Farms”

Major regulatory documents

 
Figure 1 - Standards of information support of social insurance for the 

farmers in Ukraine 
Source: compiled by the author according to the data [4] 

 

Currently, a Unified Social Contribution (USC) is replacing four previous 

compulsory state social taxes, in particular, pension, unemployment, social 

insurance (sick pays), and accident. USC rates were differentiated depending on 

the type of a payer and classes of occupational risks. Since January 1, 2015, 

employers are required to pay a minimum amount of USC (its amount is calculated 

based on the minimum wage), regardless of the amount of wages accrued. By 

2016, the minimum USC for private entrepreneurs had been 34.7% of the 

minimum wage. Since January 1, 2016, the USC rate has been reduced to 22% (for 

all categories of payers). The dynamics of change in the minimum USC (in 

absolute and percentage terms) is presented in Table. 1. 

In accordance with Resolution of the Cabinet of Ministers of Ukraine 

No. 565 “On Approval of the Procedure of Providing Financial Support to Family 
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Households through the mechanism of supplementary payment in favor of insured 

persons – members/heads of the family farms of a unified contribution to 

compulsory state social insurance” of May 22, 2019 [16] in order to facilitate the 

access of farms and young farmers to public financial resources, by Resolution of 

the Cabinet of Ministers of Ukraine No. 126 “On Amendments to the Procedure 

for the Use of the Funds Provided in the State Budget to Provide Financial Support 

for Farm Development” of January 30, 2019 [17]. The Government amended the 

current Procedure with new approaches and improved the mechanisms for state 

support for farmers. 

Table 1 – Dynamics of changes in the minimum USC (in absolute and 

percentage terms)  

Period USC, UAH 
Deviation 

UAH % 

January1, 2015 – August 31, 2015  422.65 0.00 0% 

September 1, 2015 – December 31, 2015  478.17 55.52 13.1% 

January 1, 2016 – April 30, 2016 303.16 -175.01 -36.6% 

May 1, 2016 –November 30, 2016  319.00 15.84 5.2% 

December 1, 2016 – December 31, 2016 352.00 33.00 10.3% 

January 1, 2017 – April 30, 2017 704.00 352.00 100.0% 

May 1, 2017 – November 30, 2017 704.00 0.00 0% 

December 1, 2017 – December 31, 2017 

з 01.12.2017 по 31.12.2017 
704.00 0.00 0% 

January 1, 2018 – December 31, 2018  819.06 115.06 16.3% 

January 1, 2019 – present 918.06 99.00 12.1% 

Source: [5] 

 

Pursuant to the amendments made by the Law of Ukraine “On Amendments 

to Certain Legislative Acts of Ukraine on Pension Rise” No. 2148-VIII of October 

3, 2017, since January 1, 2018 the members of farms are excluded from the list of 

payers, who are entitled to the voluntary payment of a unified contribution to 

compulsory state social insurance (Section 1 of Article 10 of the Law of Ukraine 

No. 2464-VI “On Collection and Accounting of the Unified Contribution to 

Compulsory State Social Insurance” of July 8, 2010 [8]. 

According to the applications for voluntary participation in the compulsory 

state social insurance system that are submitted by the members of farms to the 

fiscal bodies, Contracts for voluntary participation in the system of compulsory 

state social insurance are not concluded by the fiscal bodies from January 1, 2018. 

State Fiscal Service explained by the letter No.1638/7/99-99-13-02-01-17 of 

January 19, 2018 [11] that from January 1, 2018, in accordance with paragraph 5-

1 of Section 1 of Article 4 of Law No. 2464, farm members, who do not belong to 

persons who are subject to insurance on other grounds, are defined as the payers of 

a unified contribution. 

Farm members, whose list is defined by Section 3 of Article 3 of the Law of 

Ukraine “On Farming” No. 973 of June 19, 2003, are obliged to register in the 

fiscal bodies as payers of a unified contribution of January 1, 2018. 
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This provision is not applied to farm members who are insured persons 

(employees, private entrepreneurs, heads of farms as legal entities as well as 

private entrepreneurs having the status of family farms). 

According to part 4 of Article 4 (4) of Law No. 2464 [8], the obligation for 

registration does not apply to farm members if they receive a retirement pension or 

if they are disabled or have reached the age defined by Article 26 of the Law of 

Ukraine 1058-IV “On Compulsory State Retirement Insurance” of July 9, 2003, 

and receive a pension or social assistance in accordance with the Law. The 

algorithm of forming a social insurance system for farms is given in Table 2.  

Table 2 – Algorithm for the formation of social insurance system (USC) for 

farms  
Parameters Components 

The basis of 

accruing a 

unified 

contribution  

for farm members the amount of income (profit) received from their activity, 

which is subject to individual income tax. In this case, the amount of a 

unified contribution may not be less than the minimum insurance 

contribution per month 

If such payers do not receive income (profit) in the reporting quarter or a 

separate month of the reporting quarter, they are obliged to determine the 

accrual base, but it should not exceed the maximum value of the USC 

accrual base. 

Payment of a 

unified 

contribution  

Being recorded in the fiscal bodies as payers of a unified contribution, farm 

members are subject to the obligations specified, in particular, by paragraph 

1 of Section 2 of Article 6 of Law No.2464 regarding timely and full charge, 

accrual, and payment of a unified contribution.  

Obligation to 

pay 

a unified contribution is payable regardless of the payer's financial status, 

and financial penalties are provided for breach of the legislation on the 

unified contribution, in particular, late payment (late transfer) of a unified 

contribution, namely: 

- in the case of late payment (late transfer) of a unified contribution, a 

penalty of 20% of the amounts unpaid timely is imposed; 

- in accordance with Sections 10 and 13 of Article 25 of Law No.2464, a 

penalty of 0.1% of the amount unpaid is charged per day of the payment 

delayed  

Rate as for validity of the Contracts that are valid by 2018, for all types of social 

insurance concluded with farm members for a period that is less than one 

year at the rate of 22% 

Liability for 

non-payment 

or late 

payment of 

USC 

 

Private entrepreneurs, individuals pursuing independent professional 

activities, and farm members are obliged to pay a unified contribution 

accrued for the calendar quarter by the 20th day of the month following the 

quarter, for which a unified contribution is paid. 

In the case of non-payment (non-transfer) or late payment (late transfer) of a 

unified contribution, the payers that have committed the violation mentioned 

above are charged with the penalty of 20% of amounts unpaid timely. In 

addition, a penalty of 0.1% of the amount unpaid timely is charged per day 

of the payment delayed  

Source: complied by the authors according to the data [6; 7; 11; 12;19]  

 

Therefore, from January 1, 2018, members of the farm, if they do not belong 

to the insured persons on other grounds (for example, as employees or 
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entrepreneurs), must pay USC for themselves from the income earned as a result of 

the farm activities. 

In addition, and what is most important, farmers need to know that they are 

formally granted state aid to pay a unified compulsory state social insurance 

contribution (from 10% to 90% of the minimum insurance contribution) for each 

member of the farm during 10 years at the expense of the State Budget of Ukraine 

through a mechanism of co-payment for the benefit of insured persons-members of 

the family farm of a unified contribution to compulsory state social insurance. 

To this purpose, the Government has approved the Procedure for granting 

additional financial support to family farms through a co-payment mechanism in 

favor of insured persons – members/heads of the family farm of a unified 

compulsory state social insurance contribution [16], which comes into force on 

January 1, 2020. 

In particular, it is stated that in order to receive the assistance, private 

entrepreneurs should carry out their activities only within the framework of a farm 

registered in accordance with the Law of Ukraine “On the Farm”, provided that the 

following requirements are fulfilled, e.g. they deal exclusively with cultivation, 

fattening of agricultural products, harvesting, catching, processing and selling such 

self-grown or fattened produce; perform their business activities (except supply) at 

the place of tax address; they do not employ labour; members of the farm of such 

physical entity can be only members of his family in the definition of Section 2 of 

Article 3 of the Family Code of Ukraine; the cropping area and/or lands of the 

water fund owned and/or used by the members of the farm is not less than 

2 hectares but not more than 20 hectares. 

There is a preferential procedure for payment of a unified social contribution 

for all members of the farm, namely, additional financial support is established at 

the expense of the funds provided by the State Budget of Ukraine through a 

mechanism of payment in favor of the insured persons – members/heads of the 

family farm of the unified contribution to compulsory state social insurance in the 

amount of: 

• 0.9 minimum insurance contribution in the first year; 

• 0.8 minimum insurance contribution in the second year; 

• 0.7 minimum insurance contribution in the third year; 

• 0.6 minimum insurance contribution in the fourth year; 

• 0.5 minimum insurance contribution in the fifth Year; 

• 0.4 minimum insurance contribution in the sixth year; 

• 0.3 minimum insurance contribution in the seven years; 

• 0.2 minimum insurance contribution in the eighth year; 

• 0.1 minimum insurance contribution in the ninth and tenth years. 

The surcharge will be paid to the members/ heads of farms only provided that 

they pay a contribution of at least: 

0.1 minimum insurance contribution in the first year; 

0.2 minimum insurance contribution in the second year; 

0.3 minimum insurance contribution in the third year; 

0.4 minimum insurance contribution in the fourth year; 
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0.5 minimum insurance contribution in the fifth year; 

0.6 minimum insurance contribution in the sixth year; 

0.7 minimum insurance contribution in the seventh year; 

0.8 minimum insurance contribution in the eighth year; 

0.9 minimum insurance contribution in the ninth and tenth years. 

To receive the additional payment, the head of the private farm must submit 

to the territorial body of the State Tax Service at the place of his/her registration as 

a payer the corresponding statements from himself and all members of the family 

farm (except for persons who are not entitled to receive additional payment) 

according to the prescribed forms not later than in 5 working days before the 

beginning of the month. The head of the private farm must attach a copy of the 

agreement (declaration) on establishing a family farm to the statements. 

Therefore, formation of a modern social insurance information system for 

farmers in Ukraine has the necessary regulatory support that is consistent at all 

levels and reduces the burden on the Pension Fund of Ukraine. In addition, the 

state commits itself to engage non-statutory farms in social insurance, paying off a 

part of their contributions if hold to terms. This greatly enhances the capabilities of 

social protection of the rural population and promotes insurance principles in the 

organization of social insurance. Actually, adherence to insurance principles is 

based on the distribution of liability for payment of compensation and 

minimization of social risks among the maximum possible number of participants, 

while by 2018 farmers had participated in this system on a voluntary basis, and 

private households were not included at all, which offset the principle of personal 

responsibility of citizens for their own well-being, which is necessary in the market 

conditions. 
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1.15 Програмування як інструмент управління ризиками в 

сільському господарстві 
Традиційно сільське господарство вважається ризиковою сферою 

діяльності, оскільки передбачити успішність результатів 

сільськогосподарського виробника майже неможливо. Галузь безпосередньо 

залежить від погодно-кліматичних умов, природних стихійних лих, у 

результаті яких підприємства аграрного сектору постійно перебувають під 

https://zakon.rada.gov.ua/laws/show/2497-19
http://ir.kneu.edu.ua/handle/2010/22844
http://sfs.gov.ua/zakonodavstvo/ediniy-vnesok-na-zagalnoobovyazko%20ve%20-/listi/print-72946.html
http://sfs.gov.ua/zakonodavstvo/ediniy-vnesok-na-zagalnoobovyazko%20ve%20-/listi/print-72946.html
http://sfs.gov.ua/zakono%20davstvo/ediniy-vnesok-na-zagalnoobovyazkove-/listi/print-73353.html
http://sfs.gov.ua/zakono%20davstvo/ediniy-vnesok-na-zagalnoobovyazkove-/listi/print-73353.html
https://zakon.rada.gov.ua/laws/show/565-2019-%D0%BF
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