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Abstract

The article is devoted to the necessity of introduction and diagnostics of opportuni-
ties for sustainable development of rural areas. The main criterion for the sustaina-
ble development of the agrarian sector is to improve the farmers’ and rural resi-
dents’ quality of life, which should be built on preservation of basic life support
systems. Therefore, for diversification of the rural economy, promising directions
of economic activity in rural areas were identified, namely, the development of or-
ganic agriculture and rural tourism. There have been formed the theoretical founda-
tions of designing a model of innovative rural entrepreneurship development in the
conditions of market transformation and European integration. There was identified
the essence of the concept of “innovative rural entrepreneurship”, which should be
based on the principles of systemicity, riskiness, science, energy and resource con-
servation, economic, social and environmental responsibility.

Taking into account the leading foreign experience, there have been identified sev-
eral new and promising directions for the functioning of the business development
innovative model in rural areas, namely the development of organic farming, fami-
ly farming, cooperation and non-agrarian employment of rural inhabitants.

Keywords: rural entrepreneurship, model of development, rural tourism, organ-
ic agriculture, innovative development

JEL codes: A10, B41, C30, 013, Q13

15.1. Introduction

In the conditions of Ukraine’s strategic orientation towards an innovative
type of development, the adaptation of rural entrepreneurship to the new condi-
tions of a market economy and its active reform are closely linked to innovation
as the driving force of economic growth.
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Provided and justified in the twentieth century, J. Schumpeter’s innova-
tive development as a factor in economic growth is, in our time, a necessary and
determining condition for sustainable development and competitive entrepre-
neurial activity, including in the rural areas. The top countries in the global
competitiveness ratings of the national economies are the countries whose out-
standing achievements are attributable to the innovation itself: Finland, the
United Kingdom, the Netherlands, Singapore, Japan, the USA, South Korea,
Ireland [Ivchenko, 2006].

Ukraine’s chosen path for integration into the European Union requires
the maximum approximation of the national economic system to the systems of
the EU countries, which outlined their strategic development goals in March
2000, based on the innovative model of development as the main vector of the
unified European economic system formation and confirming the chosen direc-
tion adopted in 2002 in the Lisbon Protocol “Innovative Policies: Modern Ap-
proaches” [Communication from the Commission to the Council, the European
Economic and Social Committee and the Committee of the Regions, 2003].

Innovative development as a component of economic development should
include the features of this category (Figure 1).

Figure 1. Features of innovative development (developed by the authors)
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We identify innovative rural entrepreneurship as an initiative, systematic,
carried out at its own risk, economic activity, which covers economic relations
in the development of innovations, their testing and verification, reproduction,
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as well as the introduction into practical activities, and is a decisive factor in the
development of the rural economy through more rational use of resources, in-
crease of activity efficiency and provision of competitive advantages. At the
same time, innovative entrepreneurship should be based on the principles of sys-
tematic, risky, scientific, energy and resource conservation, economic, social
and environmental responsibility. To construct an effective innovation model of
rural entrepreneurship development, we have developed an appropriate holistic
system, which has the ability to self-healing, adaptation to changes in the exter-
nal environment and the generation of scientific and technological progress,
which is amplified or inhibited under the influence of appropriate reformation
and state regulation, which allows a reasonable adjustment of the application of
achievements of science and technology in agricultural enterprises. They have
significant influence on economic processes in rural area.
The model plays the role of a substitute of the research object, the corre-
spondence with which allows obtaining new knowledge about it [Katrenko, 2000];
a sample that reproduces the construction and operation of an object; an imaginary
or conditional image of an object, process or phenomenon used as its representative
[Osetskiy, 2003]. In addition to the source of new knowledge, the model is a prag-
matic means of management, the organization of practical actions, a way to present
exemplary actions and their result, that is, a working presentation of goals. Simula-
tion allows to evaluate the influence of exogenous and endogenous factors on fu-
ture business results, to identify possible risks, to analyse and evaluate the contribu-
tion of each element from the chosen direction to the overall result, and therefore,
solves the problem of choosing an effective strategy for innovation development
from the point of view of the selected complex indicator or indicators group.
Models related to entrepreneurial activities in rural areas are a formal rep-
resentation of a simulation object properties, research conditions, available re-
search tools [Dorman, 2007]. Therefore, to the formation and choice of rural
business innovative model impact (Figure 2):
® Modelling purposes as a factor in selecting simulation methods and vision of
results.

® Features of innovative development of rural entrepreneurship as an integral
part of economic development of rural areas, the presence of a significant
subjective component in its composition and the problematic use of statistical
methods and approaches, have a significant impact on the nature and flow of
innovative processes.

® The specifics studied by them types of rural entrepreneurship as an design
objects that combines individual sets of goals and resources and generates
input data of the research [Fedulova, 2004]: accumulated potential; differen-
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tiated and specific competencies that determine the direction and scope of
possible and potentially effective innovations; forecasting of the economic
situation; flexible organizational forms that combine decentralization of
management, necessary for the effective development of innovations and
centralization, which is necessary for the use of key technologies and con-
stant control over the implementation of innovations; analysis of external fac-
tors and phenomena; methods of resources allocating that meet the needs of
profitable investment at the moment and creating opportunities for those in
the future; peculiarities of mutual relations of Strategic and Innovative Man-
agement Strategies that need to be taken into account in order to ensure the
systemic links between the objects of the research and their individual ele-
ments in the simulation process.

Figure 2. The system of factors influencing formation of a rural entrepreneurship
development innovative model (developed by the authors)

/
Special features of Special features
innovation develop- of rural entrepreneurship
ment as a process as a modeling object
\
dll' Innovative model
Modeling of rural entrepreneurship |«  Incoming data
methods development
‘ Modeling goals J —_ Innovative potential

— Innovative goals

15.2. The aim and methodology of the research

The research aims to determine the theoretical, methodological and prac-
tical foundation of assessment of the modern directions of the innovative activi-
ty of agricultural enterprises and develop strategic alternatives for innovation
growth of the enterprises under research.

We believe that the formation of rural entrepreneurship innovative model
requires a complex and integrated approach, since the use of formal mathematical
model and a single method to the entire mechanism is impossible due to large di-
mension systems, lack of prior information, vague evaluation criteria. Mathemati-
cal modelling of a complex system consisting of elements mathematical models
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and between elements interdependencies mathematical models requires the use
of an entire system of economic and mathematical models represented by a set of
interrelated models that reflect within mathematical form the existing patterns of
the functioning of an economic object in real environmental conditions.

In general, the innovative model of rural entrepreneurship development is
a multicriteria task of the multiple objective functions simultaneous optimization
for a given set of innovative goals:

v,=f(x)>opt, k=lm, xeX, (1

where m —number of target functions to be optimized;
f, — separate k— functions from the set (k=1,m);
X — the totality of planned innovations, the individual element of which is
marked through x.

Using the first approach to building a system model allows us to form
a common design from the stages of innovative development, which, on the one
hand, as elements of the model can provide in the general form an optimal num-
ber of steps and measures for the introduction of innovations. On the other hand,
each of the stages acts as a separate subsystem with a set of autonomous proper-

ties and is characterized by a set of innovations x| the impact of which is asso-
ciated with the formation of local criteria for further optimization of the system.

Thus, the overall innovative model of rural entrepreneurship development
generated by the system of diverse target functions in the modelling process re-
quires passing through a series of steps that can solve a set of strategic objec-
tives of the innovation entrepreneurship process optimization in rural areas:

— From the formulation of innovative goals to the creation of a hierarchical
structure of strategic innovation transformations. At this stage, possible inno-
vative transformations are outlined and their structuring takes place in corre-
sponding directions, which in future will form the stages of the innovation
strategy. Since the main task of this stage is the formation of hierarchy goals,
the main methods of its implementation through modelling are methods of
structuring and methods of expert assessments. The inputs of the target mod-
els form the set of innovative goals of entrepreneurship in the rural areas.

— From the planning of the main directions of transformation to the formation of
an optimal strategy as a set of its stages. The main criterion for choosing at this
stage is the expected efficiency of each direction, the analysis of which allows
you to choose the optimal set of innovation strategy stages. Obtaining an opti-
mal solution is achieved by selecting from the set of possible solutions the solu-
tion that provides maximum efficiency, and therefore, the main methods are
graphical ones that allow explicitly to present the structure of further actions.
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— From the analysis of the planned innovation transformations according to the
developed criteria to determine their priority. Analysing the essence of innova-
tive goals, in the process of modelling, it becomes necessary to use methods of
fuzzy sets, such as those that allow to describe risk factors and uncertainties.

— From the formation of the overall structure of the innovation strategy system
to the definition of rules for the distribution of authorities and resources that
will be involved in providing innovative transformations. Re-checking of po-
tential compliance to planned destinations. It is advisable to use optimization
methods when solving the problems of efficient allocation.

Consequently, methodological support for the process of innovative de-
velopment modelling of rural entrepreneurship consists of: the theory of graphs
— the construction of scenarios for the innovative processes implementation and
the structure of the rural entrepreneurship innovative strategy; expert evaluations
— formation of necessary resources, selection of innovative goals, directions of
innovative development, assessments of the innovative transformations efticien-
cy in entrepreneurial activity in rural areas; the theory of fuzzy sets — the analy-
sis of the innovation goals priority in conditions of uncertainty, structuring of
innovative projects; the theory of optimization methods is an effective distribu-
tion of the provisioning component based on the selected innovation goals, the
formation of the optimal structure of the rural entrepreneurship innovative strat-
egy. At the same time, the offered methods are oriented on the use of modern
information technologies, which allow to make decisions in conditions of poorly
structured problem and insufficient information provision.

Filed on Figure 3 schematic representation corresponds to the above-
-mentioned stages of rural entrepreneurship innovation development modelling
and allows to split the modelling process into several models related to the re-
sulting indicators. The content of such a breakdown is that it is easier to solve
the task, with its allocation of subtasks with a structure not inherent to a general-
ized problem. In addition, building local criteria and conducting calculations on
individual subsystems at different levels simplifies the process of global optimi-
zation of the formation process of strategic innovative development. Each sub-
system optimizes its target function, and the upper level coordinates the solution
of the subsystems of the lower levels in such a way that the optimum of the
overall target function is achieved.

15.3. The research results

We have previously established that the basis of socio-economic devel-
opment of economically developed countries of the West mostly is the innova-
tive model of rural entrepreneurship. It is based on the information method of
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agrarian production and the corresponding economic system — the “new econo-
my”. The main resource of the latter is the creative abilities of people who form
the intellectual capital. The traditional exhaustion is not typical for this resource.
It provides economic growth without a proportional increase in the total cost of
raw materials. Therefore, the most effective are investments in the workers
themselves, in improving the creative potential of the human personality, which
in fact is inseparable from personal consumption. In this way, is created a self-
-regulated mechanism which allows investments that stimulate economic growth
by maximizing personal consumption.

Figure 3. System innovation model of rural entrepreneurship development
(developed by the authors)
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An innovative model of rural entrepreneurship development involves com-
bining the interests of business entities among themselves, as well as with the state
through the implementation of state policy in the field of entrepreneurship, the pa-
rameters of which must be based on a program-targeted approach that allows the
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effective use of available bioclimatic and production potential, financial capital, to
realize the multi-level interests of both the state and the particular subject of entre-
preneurship in the rural area, creation of an effective system of the agrarian market
state regulation involves the development of a number of national, interregional
and regional development programs for agrarian industry and rural areas.

For today, the innovative way of developing rural entrepreneurship is ur-
gently needed. To overcome the negative situation that has developed in the ru-
ral areas and in rural entrepreneurship, it is possible only by developing and
consistently implementing a long-term strategy of innovation renewal.

In our opinion, it can include five main blocks, which provides the main
directions of innovation development of rural entrepreneurship (Figure 4).

Figure 4. Components of an innovative model of rural entrepreneurship development
(developed by the authors)
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The block of legislative and organizational-managerial activity:
= adoption of the legal acts at the state system, regional and interstate levels;

= scientific support and use in domestic developments and inventions to stimu-
late entrepreneurial activity in rural areas;

» information provision on scientific and technical achievements and innova-
tions in agriculture of Ukraine and the world;

= staffing (target training and retraining of specialists, integration of agricultur-
al educational institutions, scientific organizations and experienced entrepre-
neurs in the village, organization of internships in advanced domestic and
foreign farms).
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Innovation service block:
development of fundamental, applied research and inventive activity in agrar-

ian sphere;
creation of new generations of agricultural machinery, including systems of
machines for private and farm enterprises, new equipment for processing ag-
ricultural products;
provision of agriculture with new types of mineral fertilizers, fuel, energy,
materials;
development of innovative technologies for transportation, storage and pro-
cessing of agricultural products;
control of the quality and ecological purity of agricultural products and
foodstuffs.

The block of institutional provision of innovation updating:
development and innovative renewal of households and farms;
development of cooperation, small innovative enterprises to improve the
technological level and competitiveness of households and farms;
development of state seed and tribal scientific and practical centres in the
field of plant growing, animal husbandry, horticulture, gardening, processing;
support of small business, development of innovation infrastructure in the
rural area.

Block of scientific and innovative renewal of rural entrepreneurship:
innovative renewal of crop production;
innovative livestock breeding;
biotechnological methods for the selection of plants and animals;
new technologies for conservation and enhancement of soil fertility and envi-
ronmental protection.

External relations block:
analysis and forecast of the innovation renewal trends in the world agrarian
sphere and the place of Ukraine in it;
gradual substitution of imports by domestic agricultural products by improv-
ing its competitiveness in the WTO;
adaptation of Ukraine’s agriculture to the European agro-food system;
attraction of foreign investments and technologies in the agricultural sector of
Ukraine.

The main strategic priority of the rural entrepreneurship innovative devel-

opment is the improvement of the investment process, which helps to improve
the testing, implementation, reproduction and use of innovations. Among rea-
sons hampering innovation activity of business entities in rural areas (BERA)
can outline the following:
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— anarrow scope of the created innovations application, lack of technology ob-
jects production in which innovations could be used;

— lack of technical documentation, design and experimental base;

— shortage of necessary raw materials, materials, components, equipment;

— the expectation of a positive effect from innovation is not justified;

— change of the entrepreneurship direction of activity;

— identification or creation of a new, more advanced technical solution;

— necessity of innovation approbation;

— belonging the invention to “perspective innovations”, which are ahead of the
modern technical level of production, the use of which is possible in the future;

— other reasons: organizational, insufficient information, etc.

To minimize the influence of the presented reasons it is necessary to form
the concept of the management system for innovation and investment activities
of business entities in rural areas. The main objectives of this concept develop-
ment are:

1. increasing the influence of scientific and technological factors that will pro-
mote the economic growth of entrepreneurs in rural areas;

2. the formation of mechanisms for increasing the innovation and investment
potential of entrepreneurs in rural areas;

3. an effective restructuring of production, which will increase the competitive-
ness of entrepreneurs in rural areas in the domestic and international markets;

4. sufficient level of innovative projects financing (Figure 5).

The prerequisites for activation are the regulatory and legal framework for
innovation and investment activities of business entities in rural areas and exist-
ing domestic and foreign experience, as well as its activation.

Regarding the methodological basis, it is based on the methodology and
methods for assessing innovation and investment support, the organizational
and economic mechanism of its activation and on the economic and mathe-
matical models.

The combination of these components will allow entrepreneurs in rural
areas to achieve such key determinants as: capable innovation and investment
potential, institutional support system and internal mechanisms for the accumu-
lation of venture capital investment, innovative communicativeness of the inno-
vation and investment market subjects, optimization of the investment resources
distribution in time and complexity management innovation of business entities
in rural areas, minimizing risks on the principles of prejudice.
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Figure 5. Conceptual provisions for intensification of innovation and investment
activities of business entities in rural areas (BERA) (developed by the authors)

in rural areas
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Determinants: effective innovation and investment potential, institutional support system
and internal mechanisms of accumulation of venture investments, innovative communica-
tive behavior of the subjects of the innovation and investment market, optimization of dis-
tribution of investment resources in time and the complexity of the measures of innovative

updating of the BERA, minimization of risks according to the principles of bias

development of BERA

Conceptual bases of activation of innovation-investment support of sustainable
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From the proposed conceptual provisions of activating innovation and in-
vestment activity of agricultural enterprises, it is possible to achieve their sus-
tainable development by activating innovation and investment support on de-
terminants, creating preconditions and using the methodical basis.

Cooperation plays a significant role in increasing the economic sustainabil-
ity of agricultural production, as well as provides social support and social protec-
tion of the population. We believe that cooperation is effective and extremely im-
portant element of the innovative model of rural entrepreneurship development.
The cooperative movement builds on a new principle — the growth of the econo-
my from the bottom up — and creates the effect of sustainable development for
local communities. This is the path to the revival of the Ukrainian rural areas.

According to M. Tugan-Baranovsky, cooperative enterprises are, in es-
sence, the only form of economic organization that arose as a result of deliberate
efforts of the peasants, and as a production structure capable not only to protect
their economic interests, but also to achieve their goal. The attractiveness of the
cooperative idea is that its implementation is not connected with violence, it is
based on high ethical standards of people, mutual assistance and solidarity.
A cooperative enterprise is created as a result of conscious efforts of its mem-
bers and because of this “there is no coercive power and no violence in the co-
operative” [Tugan-Baranovsky, 1994].

The purpose of the survey conducted by us in May-June 2017 in rural en-
trepreneurs was to identify the peculiarities of the entrepreneurial activity devel-
opment in the agrarian sector on the basis of cooperation. The survey covered
374 respondents (rural entrepreneurs) from Lviv, Dnipro, Khmelnytsky, Vinny-
tsia and Kyiv district.

The sample was formed randomly, but it reflects the overall structure of
the participants in agricultural service cooperatives. When compiling the sam-
ple, data was collected from regional state administrations and region state ad-
ministrations, advisory services, personal contacts.

For a more detailed study of the entrepreneurial activity development pe-
culiarities in the agrarian sector on the basis of cooperation with a view to gen-
der equality, we analysed the number of questionnaires received from rural en-
trepreneurs from 5 districts of Ukraine (Figure 6):

Lviv district;

Dnipro district;
Khmelnytsky district;
Vinnitsa district;
Kyiv district.

I
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Figure 6. Division of respondents according to districts of Ukraine, persons
(developed by the authors)

® |. Lviv district

119; 32%

2. Dnipro district

38; 10%

® 3. Khmelnytsky district

‘ ®m 4. Vinnitsa district

5. Kyiv district

The results of the analysis indicate that the largest number of respondents
live in Kyiv, Vinnytsia and Lviv, which corresponds to the data of the State Statis-
tics Committee regarding the prevailing number of rural population in these areas.

For the development of the cooperative movement, it is very important for
peasants to understand the possible positive changes that will occur when the coop-
erative movement in the entrepreneurial activity in the village of Ukraine is spread
(Table 1). 49% of the surveyed rural entrepreneurs believe that the main positive
change that will occur due to distributing the cooperative movement in entrepre-
neurship in the rural area in Ukraine is the social, economic and ecological balance
and the development of entrepreneurship in the rural area. And 21% of the polled
as positive changes in the development of cooperative activities in the rural area see
strengthening of food security and public health, increasing labour activity.

It should be noted that the revival of the cooperative movement in the
agrarian sector of the economy is very slow. The main deterrent factor is the un-
favourable economic environment due to the lack of price parity for agricultural
and industrial products and deep crisis in past years. The lack of scientific and
methodological developments regarding the advantages of the cooperative way
of agricultural development, the principles of cooperative structures, as well as
the lack of experience of cooperative management and the construction of eco-
nomic relations in a market environment affects negatively.

There are quite a few examples of effective cooperative formations in
Ukraine that require a thorough study and generalization for practical purposes.
The main reason for this is the need to mobilize the internal potential of the co-
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operative idea to improve the financial and economic position of commodity
producers, the advantages of the cooperative development direction, as well as
optimal construction of the organizational structure and economic relations in
cooperatives of different directions.

Table 1. Understanding of possible changes, with the expansion of the cooperative
movement in the rural areas in Ukraine

No. Positive changes Rank Percentage
of respondents

1. | Strengthening food security and public health, increas- 2 21
ing labour activity

2. | Careful attitude to the environment, rational consump- 3 15
tion and use of natural resources

3. | Social, economic and ecological balance and the de- 1 49
velopment of entrepreneurship in the rural areas

4. | High ranking of Ukraine regarding the investment at- 4 9
tractiveness of the agrarian sector in international com-
parisons

5. | The formation of a coherent system of Ukrainian socie- 5 5
ty’s values, the spiritual and cultural development of
human society

6 Another option - 1

Source: developed by the authors.

Only agricultural production and agricultural employment are not able to
provide an adequate level of income as a basis for creating quality living conditions
for peasants, therefore there is an objective need for diversification of the rural
economy, based on the choice of the agricultural farms new to agriculture, the stra-
tegic direction of development — diversification of its activities that do not require
significant investment from the outside, in particular, state-owned, but guarantees
high final results as for the private sector, and society in the face of the state.

Diversification is an innovative process aimed at achieving general, stra-
tegic and tactical goals of enterprise development by implementing selected
strategies (active, passive, adaptive). The analysis of scientific publications of
domestic and foreign scientists testifies that diversification is viewed as one of
the implemented innovation form.

Based on the scientific works research devoted to the process of diversifi-
cation, we have identified certain differences in the notion of “diversification”.
We believe that diversification is an innovative strategy for reducing business
risk and increasing income through expanding the business activity of a business
entity by redistributing available resources into other areas of activity that are
significantly different from the previous ones.
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Diversification of activities through innovative directions also applies to
small forms of agricultural production. They can help to expand the scope of
employment in the rural area. As noted by scientists M.Ya. Malik and V.A. Pu-
lim, the degradation of the rural economy (reducing its share of agricultural pro-
duction in its structure) represents a significant step towards the effective devel-
opment of rural areas and the prerequisites for the formation of private initiative
and entrepreneurship in rural areas [Malik, 2007].

A classic example here may be tourism in the agrarian sector, in which the
human, material, land resources of farmers or personal peasant farms, produced
in them products used to provide services for accommodation, food and other
forms of services for tourists and vacationers. However, it is not necessary that
farms provide the full range of these services in the world specialization is prac-
ticed on individual or several of them.

At present, there is no well-established system of tourist services for tour-
ism entrepreneurship in rural areas. As M.Y. Rutinsky and Yu.V. Zinco [Ru-
tinsky, 2008] note, the services of business entities in the sphere of rural tourism
are divided into basic and additional.

Basic unite the services of the organization:
® transportation of tourists;
® accommodation of tourists;
catering for tourists.

Additional services include:
to organize excursions;
attracting tourists to agricultural and folk crafts;
services of guides, guides-translators;
services for attracting tourists to participate in folk rituals and cult events, as
well as village festivals, fairs, carnival and other mass actions;
car rental services, boats, tourist equipment;
household services;
® right to use private recreational areas.

The proposed by the authors division is quite arbitrary, since there is no
significant difference in terms of consumer properties between them. Services
included in the basic program of staying a tourist in the village, usually referred
to the main. Additional tourist services are purchased independently at the place
of stay and they are not included in the value of the tour package. In addition, as
non-material services, tourists can be offered other goods or material services.
For example, maps of the area, folk souvenirs, tourist equipment, etc. Based on
the analysis of the tourist services features in rural tourism, we have formed the
most detailed system of rural tourism services (Figure 7).

195



Successful examples of rural tourism initiatives that are advisable to use
in Ukraine can be found in many countries around the world on different conti-
nents — Argentina, Belgium, France, the Netherlands, Ireland, Canada, Germany,
New Zealand, Poland, Russia, Switzerland, Uruguay, USA, UK, Italy and Zan-
zibar. Among such initiatives can be highlighted:

1. farmhouse for children;

2. agro-tourism farms for fattening of wild animals;
3. cheese production agro-tourism farms;

4. agritourist restaurants.

Farmhouse for children. Small children need direct contact with animals that
satisfy many of their emotional needs. Contacting children with animals should be
monitored. Marshal Animal Park is an example of a farm that has gone from sheep
breeding, the area has been transformed into a park of animals that tourists can in-
spect. Owners did not focus on the placement of a large number of animal species
on a relatively small (about 30 hectares) area. Their purpose is to ensure the maxi-
mum contact of tourists with animals. For some pastures tourists can enter freely,
instead, on pasture with dangerous animals (e.g. yak), entry is prohibited. Tourists
can visit the park on foot or bypass it [Rutinsky, 2010].

When traveling in rural areas, tourists should be able to visit farms that feed
wildlife. In the world, for economic purposes, many species of non-domesticated
animals are fed, including ostriches, deer, crocodiles, snakes, etc. In the south of
France, as in Spain, they organize a bullfight. Feeding bulls is a lucrative affair for
peasants in the south of France, as well as a spectacle for tourists. To visit the farms
that are fattening cattle for bulls, you have to pay for the entrance. Bulls for fighting
for a certain period of time are grown in farms in the Rodan delta, in the autumn-
winter period, they are in the Central Massif, where they have plenty of space and
pashas, ripen and strengthen. In the spring they are again transported to farms in the
Rodan delta. The territory of farms is protected by two grids under electric voltage,
so that these dangerous animals do not rush on other animals [Majewski, 2000].

Activity of some agro-tourism farms is based on cheese production. Cheese
is one of the most “grateful” agricultural products, which is great for agritourism.
There are many types of cheeses worldwide; only in France their number reaches
1000 species. Most often peasants are interested in attracting tourists to a specific
cheese, its production, and purchase. Cheese of goats, sheep and buftalo is offered
as special product. As an agro-tourism product, cheeses well combined with other
products, especially with wine. Such agro-tourism farms are in the UK, Switzer-
land, Germany, Italy, France and other countries. All farms have a different organi-
zation, but are mainly located in mountainous regions. The production of cheese is
also combined with a restaurant or shop where the main product is cheese.
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Usually farms offer cheeses, waiting for tourists who stay there for not very
long — at most 2-3 hours. The agritourist program is typical: getting acquainted
with the production process, tasting and buying cheese. Peasants can also expect
tourists to eat at a restaurant on the farm. Extras in the cheese can be decorations
that illustrate the fragments of cheese production that visitors cannot see directly.
Farms and enterprises focused on agritourism, organize short performances with
colourful stories and even musical accompaniment [Sznajder, 2006].

Agritourist restaurants have become an integral part of modern rural tour-
ism. They differ from traditional ones because the owner is a peasant who offers
local dishes that are often prepared from products produced in their own house-
hold. Farmhouse restaurants can also offer products from local agricultural
firms. An example of the use of traditions related to the Lithuanian minority in
Poland for agro-tourist purposes is the Sodas farm, which is located in Trakish-
ki, in the territory of the Seinensk region. This county is home to a large group
of people who attribute themselves to the Lithuanian national minority. The So-
das farm which is located in the ethnically Lithuanian area of 11 hectares, was
engaged in the cultivation of grain and fattening cattle. The owner decided to
switch to agro-tourism activities and subordinate the entire household for this.
The farm opened in the Punsk restaurant “Sodas” with Lithuanian national dish-
es. The restaurant also offers traditional Lithuanian pastries. Plans to introduce
also the sale of traditional Lithuanian products. In addition, the farm itself was
re-qualified for agritourism for families who want to spend their free time in the
Lithuanian style. Sodas receives profits from sources such as: restaurant with
Lithuanian menu, sale of regional Lithuanian products and reception of agro-
-tourists [ Yeoman, 2000].

The use of world experience in introducing innovative forms and new ini-
tiatives in the service of tourists is very relevant for its attachment to the tourist
services market. Further scientific and practical developments regarding the in-
troduction of new tourist products and services in rural areas are necessary, tak-
ing into account the natural, historical and cultural, economic characteristics of
the Ukrainian rural area.

An important direction of diversification of the rural economy on an inno-
vative basis for achieving its sustainable development is also the application or-
ganic farming, which can adapt agrarian production to climate change and posi-
tively affect the socio-economic development of rural areas. Due to the fact that
only organic materials (fertilizers, plant protection products, etc.) are used in
organic farming, the content of organic substances in the soil increases. As a re-
sult, much more moisture is in the soil due to the effect of natural factors, than
when using the traditional agricultural system. Thus, when using the organic
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farming system, it is possible to some extent to neutralize the effect of natural
factors, which is especially important in the context of global climate change.
Another positive moment in using the organic farming system is that, when pro-
ducing certified products, the prices for it are almost twice higher, than on the
usual agricultural products. And this, in turn, allows farms to receive higher in-
comes and cover production costs, even with insignificant crops.

Priority development of organic production declared in the State target
program of development of Ukrainian rural areas until 2015, which justified the
need to “renewal soil fertility and preserving the environment, rural develop-
ment, improving the efficiency of agricultural production, providing the con-
sumer market healthy quality products, strengthening export potential, ensuring
food security and improving the well-being of citizens” [Balmann, 2014]. The
trend of market growth is observed in all countries of the world, with demand
far exceeding the supply even at high prices (Table 2).

Table 2. Development of organic products market in European countries

Market volume, million euros

2006 2010 2012 2014 2016 deviation

2016 to

2006, %
Germany 4600 6050 6590 7040 7550 164.13
Sweden 605 860 885 905 1018 168.26
Estonia 3.2 12.1 18.7 20 22 687.50
Czech Republic 28.7 59 66.2 70 71.3 248.43
Latvia 1.1 3.6 4 4.7 5.3 481.82
Italy 970 1580 1720 1885 2020 208.25
Great Britain 1240 1680 1882 1950 2065 166.53
Poland 58 111 120 127 138 237.93
Ukraine 0.5 2.5 5.1 9.3 12.0 2400.00
Russia 56 109 115 120 123 219.64

Source: developed by the authors.

An analysis of trends in the development of the organic products market
in European countries indicates that there are significant positive results. The
largest volume of the market belongs to Germany, Great Britain and Italy. These
tables also indicate the growth of the organic farming market in Ukraine, but in
comparison with other European countries, it is only at the beginning of its de-
velopment, and therefore small entrepreneurial structures in the rural areas can
play a significant role in the development of this trend of innovative agriculture.

For the consumption of organic food per capita, the leaders are Germany
and Sweden, where one resident buys them at an average of 93 and 106 euros
per year, respectively, in Ukraine, this indicator is only 3 cents per capita per
year. Despite the rapid increase in the volume of organic products sales in the
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EU, there are certain barriers to their production, namely, poor soils and massive
intensification of agricultural production [Dimitri and Oberholtzer, 2009]. In
view of this, further growth of organic products markets opens up opportunities
for new producers from developing countries, including from Ukraine.
In addition, the feasibility of introducing organic farming in Ukraine is
conditioned by the following:
e the need to reproduce the soil fertility and preserve the environment;
e the need to develop rural areas and raise the living standards of the rural pop-
ulation;
e the need to increase the efficiency and profitability of agricultural produc-
tion;
the need to provide the consumer market with healthy, high-quality products;
the need to strengthen the export potential of the state;
® the need to improve the image of Ukraine as a producer and exporter of high-
-quality healthy organic products;
® to ensure food security in Ukraine;
e welfare improvement of the Ukraine’s citizens.

15.4. Summary and conclusions

The research allowed drawing a set of conclusions. The directions of in-
novative development of rural entrepreneurship are not exhaustive, but their im-
plementation will promote the processes of the output of small and medium-
-sized rural entrepreneurship of Ukraine to the European level of development,
improvement of the business climate, strengthening of the positions of rural
small and medium-sized rural entrepreneurs in the general structure of the na-
tional economy, modernization in the field of rural small and medium rural en-
trepreneurship, aimed at increasing its contribution to the socio-economic devel-
opment of the country, increasing SMEs effectiveness, including an increase in
its domestic component in the volume of agricultural production, pumping up
the state and local budgets.
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