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The Role of State Policy in the Formation of Food Security in the Countries of the European Union

Abstract. Introduction. The correlation between inflation and unemployment is a very relevant topic for both Ukraine and
other countries. The connection between them is so strong that they are like a natural disaster with severe socio-economic
consequences directly for the population of the countries on whose territory these processes are taking place. The level of food
supply in modern conditions is one of the priority areas of state policy in the vast majority of countries in the world. The categorical
apparatus of the sphere of food supply was formed in the 70s of the 20th century, when the problem of hunger acquired special
importance for most countries of the world. The main priorities in this field at that time were quantitative satisfaction with food
products and their financial availability for each person. And although almost half a century has passed since that time, this
question has not only not lost its relevance today, but has also become one of the most important and priority ones.

Purpose. The aim of this study is to thoroughly analyze the current trends of inflation in the countries of the European
Union and the impact of these factors on the level of unemployment and the sustainable development of agro-food production as a
component of food security in the region.

Results. The results of empirical and regression analysis have shown that there is a direct causal relationship between
inflation and unemployment, with inflation being the cause and unemployment being the effect. This made it possible to assert that
the maintenance of macroeconomic stability in the EU countries should, first of all, consist in ensuring stable prices and a stable
exchange rate. Maintaining the stability of the country's economic condition will prevent violations of the system of sustainable
development of enterprises and contribute to the strengthening of food security trends.

Conclusions. Inflation and unemployment threaten the economy of any country. However, as a rule, the most vulnerable
strata of the population suffer, which affects food security. The relationship between inflation and unemployment exists and is
legally regulated by the state administration. As practice shows, modern analytical software tools are used in various states, which
are based on macro-, regional, and micro-level statistical data for modeling socio-economic situations, which helps to make the
most realistic forecasts of the economic situation. In the future, it will be expedient for the EU government to set the following key
tasks: first, use the entire arsenal of measures aimed at further suppressing inflationary factors; secondly, optimization of the
nature and structure of public expenditures, while not abandoning the state's duties to protect socially vulnerable segments of the
population, which is necessary for successful state regulation of food security processes; to establish the mechanisms and algorithm
for achieving national food security, which will include scientific support, the formation of a regulatory and legal framework,
increasing production volumes and increasing food security.
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JoBranab 0. B., 10KTOp eKOHOMIYHUX HayK, AoLeHT Kadeapu eKOHOMiYyHOI Teopii Ta coljjaJbHUX HAYK
M¥yKo0J1aIBCBKOI'0 HaLliOHA/IbHOTI'O arpapHoOro yHisepcuTeTy, M. MukoJiais, YKpaina

Pouib AepxaBHOI NOJIITUKH Y pOpPMYyBaHHI IPOJ0BOJIbYO0I 6e3neKU KpaiH EBponeiicbkoro Cow3sy

CnisgidHoweHHs iHPAAYIT ma 6e3pobimms € dysce akmyaabHO memoio K 045 YKkpaiHu, mak i 045 iHWux KpaiH.
36’5130k MiNC HUMU HACMIAbLKU CU/AbHULL, W0 B0HU CXOMCI HA CMUXIlIHe AUXO0 3 8ANCKUMU COYIA/IbHO-eKOHOMIMHUMU HACAIOKamu
6e3nocepedHbo 0151 HACe/AeHHS KpaiH, Ha mepumopii ssikux eid6yearomucs yi npoyecu. PiseHb np000801b4020 3a6e3neyeHHs 8
CYYacHUX ymo8ax € OOHUM I3 npiopumemHux HanpsMie OepicasHoi nosimuku nepesaxcHoi 6invwocmi KpaiH ceimy.
KamezopiaavHuil anapam cgepu npodosoavyozo 3a6e3neyeHHs cgpopmyeascsi 8 70-x pokax XX cm., koau npobaema 20100y
Ha6y./1a 0co6.1u8020 3HaA4eHHs 015 6iabwocmi Kpain ceimy. OcHosHUMU npiopumemamu 6 yiii cgepi Ha moil yac 6yau KinvkKicHe
3a0080/1eHHS1 Xap408UMU NPOodyKmamu ma ix gpinaHcoea docmynHicme 045 KodicHoi A00UHU. [ X0ua 3 moeo yacy MuHy.10 matisice
nigcmosiimmsi, ye NUMAHHsS He MiALKU He 8Mpamu.J10 C80EI akmyaibHOCMI HA Cb0200HI, a U cmasio 00HUM i3 Hatigaxcausiwux i
npiopumemHux.

Pesyabmamu emnipu4Ho20 ma pezpecitiHo2o aHaizy nokasaau, wo Mixc iHgasayiero ma 6e3pobimmsm icHye npsimutl
NPUYUHHO-HACAIOKOBUIL 38’30K, Npu4oMy iHPA5Yis € npu4HUHO, a 6e3pobimms — HacaidkoM. L]e do3eonuno cmeepdicysamu, wo
nidmpumka makpoekoHomiyHoi cmabinbHocmi 6 kpaiHax €C mae nosseamu Hacamneped y 3a6e3neyeHHi cmabiabHuX YiM i
cma6inbHO20 8ANHMHO20 Kypcy. 36epexceHHss cmabinbHoCcmi eKOHOMIYHO20 cmaHy KpaiHu 3anobizamume nopyuleHHsM
cucmemu cma/020 po3eUMKyY nionpuemcmse ma chpusmume 3MiYyHEHHI0 meHOeHYill npodoeo.byoi 6e3neku. Ak nokasye
npakmuka, 8 pisHux depicasax 8UKOPUCMO8YIOMbCS CYHACHI AHAATMUYHI Npo2paMHI 3acobu, IKI 6a3yI0MbCsl HA CMamucmu4Hux
JaHux Makpo-, pe2ioHa/bHO020 Ma MIKpOpi8Hs 0451 MOOEA08AHHS COYIaNbHO-eKOHOMIYHUX cumyayil, wo do3eo.€ pobumu
Halibiabw peasicmu4Hi npozHo3u ekoHomivHoi cumyayii. Ha nepcnekmusy ypsidy €C doyineHo nocmasumu maki KAw4osi
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3a80aHHs1: no-nepule, BUKOPUCMAMU 8eCb ApceHaJ 3axodis, cnpsiMo8aHUX HA nodaavuie npudyweHHs iHPAsYITHUX pakmopis;
no-dpyze, onmumizayiss xapakmepy ma cmpykmypu depicasHux eudamekis, He 8i0Mo8.s104uct 8i0 0608's3Kie depicasu wjodo
3axucmy coyianbHO He3axUWeHUX 8epcme HACeNeHHs, Wo € HeOOXIOHUM 045 ycniWHOo20 JepicasHo20 pezy18aHHs hpoyecie
npodosoabyoi 6e3neku; 8cmMaHogUMU MeXaHizmMu ma an2opumm 0ocsi2HeHHsI HAyioHa/bHoi npodogobyvoi 6Ge3neku, Wo
nepedbauamume Haykosuil cynpogio, opmye8aHHs HOpMAmMueHo-npasosoi 6asu, 36iabuleHHs1 o06csieie supobHUYymMea ma

nideuujeHHs1 npodoso.1b4oi 6e3nexu.

Kawouoei caosa: npodosoavua 6e3neka; iHpaayis,; 6eapobimmsi; npodosovua noaimuka €C; depycasHa niompumka;

Xap4y8aHHsl.
JEL Classification: Q11; Q18.

Formulation of the problem. Food security is
considered as a set of four main components: economic
availability of food, physical availability of food, quality of
food and environmental safety of agricultural production.
Thus, in addition to the qualitative composition of the
consumer's diet, the dominant factor determining the
food security of the population is the level of income and
the development of the logistics distribution system. In
addition, the component of environmental stability of
production is often associated with the level of economic
development of society, since it is the high level of
productive forces that allows paying sufficient attention
to the observance of the principles of sustainable
production.

Undoubtedly, economic stability in the country and a
high level of development of productive forces allow the
use of resource-saving technologies and an increase in the
share of organic products in the consumption structure,
but often the safety of agricultural production for the
environment is determined by other factors, among which
the state regulation of agricultural activity, which
determines  agrotechnical technologies used in
production. In order to achieve the required level of
economic indicators to ensure the country's food security,
the role of state policy in the formation of processes that
ensure food stability becomes especially relevant.

Analysis of recent research and publications. Many
articles by domestic and foreign scientists are devoted to
the problems of food security and the role of state policy
in its formation. Thus, the work of Babych M. and
Kovalenko H. [1] is devoted to the issue of defining the
basic definitions of food safety. Economic criteria for
evaluating the effectiveness of budgeting in the process of
forming a food security system were developed by
scientists Brown K., Venkateshmurthy N., Law C., Harris F.,
Suneetha K., Shankar B., Mohan S., Prabhakaran D., and
Knai C. [2]. The issue of ensuring the purchasing power of
citizens as the main factor of food stability was highlighted
in the article Kotykova 0., and Albeshchenko O. [3].
Shebanina 0. and Klyuchnik, A. carried out a thorough
analysis of the impact of employment on the formation of
the foundations of food stability in the state [4]. Sumane
S., Dionisio M., Pinto-Correia T., Czekai M., Duckett D.,
Galli F., Grivins M., Noble C., Tisenkopfs T., Toma analyzed
the role of state support of the agro-food sector for the
creation of fundamental food security I. and Tsiligiridis T.

[5].

Formulation of research goals. The main goals of this
article are the analysis of the state policy of supporting
food policy in the EU countries, the study of inflationary
processes, which have recently been gaining momentum
along with the growth of unemployment. The purpose of
this article is to establish the relationship between
inflation, unemployment, and compliance with the
principles of sustainable development in the agro-
industrial complex of the EU countries in order to
formulate relevant recommendations.

Outline of the main research material. The EU has a
price support program through intervention mechanisms.
That is, target and intervention prices for the main crops
and types of plant and animal products are determined.
The target price is the desired price in the most scarce
zone for a certain product, where it is set annually, and
the intervention price is a lower price than the target by
approximately the amount of transportation costs for
delivering the product to the most scarce zone. If the
market price falls below a critical level, intervention
agencies are opened throughout the EU, which buy
products at intervention prices. Next, they keep product
stocks and sell it either on the domestic market in the
event of an unwanted price increase (commodity
intervention), or on the foreign market with a planned
loss. Maintaining the financial resources of agricultural
enterprises is a significant problem. The requirements of
the WTO to reduce support for national agricultural
commodity producers have seriously shifted the emphasis
of state aid from production support to support of
agricultural producers' incomes through so-called
unrelated measures.

At the same time, the EU established base periods and,
accordingly, base areas, yields and production volumes.
State payments tied to the indicators of these years do not
stimulate production growth and, in accordance with the
requirements of the WTO, are subject to gradual
reduction. In the EU, the income of food producers is
supported through food programs. Direct payments,
countercyclical payments, and market aid loans form the
basis of the product programs of the US agricultural policy.
Direct payments are intended to directly increase the
income of such manufacturers, regardless of the market
situation and sales channels of finished products; the
mechanism of anticyclical payments is activated when
market prices (as a rule, seasonal) are not in favor of
agricultural producers; market assistance loans, which
allow producers to obtain a loan from the government
against the actual or potential collateral of the products
produced, reduce the risk of loss of income from
fluctuations in market prices.
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In the EU, direct payments to the producer's income
are tied to the basic indicators of cultivated areas (animal
population), yield (productivity), production volumes, and
therefore are considered unrelated support measures [1].
The recipients of direct payments are producers of grain,
protein, energy and oil crops, rice, nuts and milk. In beef
cattle breeding, the EU policy is somewhat different:
industrial-type enterprises cannot claim direct income
payments, so only small agricultural producers,
characterized by a low density of animals per hectare of
fodder crops, can participate in the program.

Similar to the US food policy, the EU has restrictions on
agricultural producers who wish to participate in price and
income support programs. In particular, they must sign a
commitment to reduce the cultivated area by 10% on a
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long-term basis and adhere to the rules and standards of
farming established by the laws of both the EU and their
countries. An additional condition has been introduced for
large agricultural producers who receive more than
15,000 euros in direct payments or with a turnover of
more than 100,000 euros. Such producers are obliged to
cooperate with the system of consulting agricultural
producers [3].

The beginning of 2022 was marked by economic and
political upheavals in the world, which caused the
manifestation of crisis phenomena in the economy, and,
as a result, led to a rapid increase in prices for entire
groups of goods in the countries of the European Union in
particular (Fig. 1).

6,8
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Figure 1- Harmonized index of consumer prices inflation rate of the European Union in March 2022, by sector

Source: built by the author on the basis [6]

The inflation rate for all items in the European Union
was 7.8 percent in March 2022, driven by rising prices in
the housing and energy sector which had an annual
inflation rate of 16.8 percent as well as rising costs in the
transport sector, which had an inflation rate of 15.1
percent.

Inflation has become the biggest economic problem
that unnerves voters and forces politicians of every
country to look for non-standard ways to curb it. Central
banks are preemptively raising interest rates to stop rising
prices, but their reckless actions could "bleed" the world
economy and trigger a recession. At the same time, even
without strict monetary measures, the world may face
stagflation - the high cost of raw materials by itself cools
economic growth.

The growth of inflationary expectations, and not only
among the population, is another important prerequisite
for inflationary growth. The growing difference between
the yield on inflation-protected bonds and the yield on

government bonds indicates that market participants
believe in high inflation. This belief determines the actions
of market players, whose strategies are based on the
expectation of price growth, which affects the
strengthening of inflationary processes in many countries
(Fig. 2).

But the most negative phenomenon associated with
inflation is unemployment. Unemployment as a social
phenomenon is characterized by impossibility a certain
number of citizens of working age to find a job for reasons
beyond their control, and the employment service cannot
offer them relevant work.

Unemployment is preceded by deep structural shifts in
the economy, which

restrain disproportions between the quantity, quality
and structure of demand and job offers; recessions and
crises in the economy, which lead to a reduction labor
demand and uneven distribution of productive forces, as
a result, labor supply and demand are divided territorially.
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Figure 2- Harmonized index of consumer prices inflation rate of the European Union in March 2022, by country

Source: built by the author on the basis [7]

As of March 2022, the inflation rate in the European
Union was 7.8 percent, with prices rising fastest in Lithuania,
which had an inflation rate of 15.6 percent. By contrast, the
inflation rate in Malta was 4.5 percent, which was the lowest
in the EU during this month. The current rate of inflation in
the EU is higher than at any other time, with the peak prior
to 2021 recorded in July 2008 when prices were growing by
4.4 percent year-on-year. Before the recent rises in inflation,
price rises in the EU had been kept at relatively low levels,
with the inflation rate remaining below three percent
between January 2012 and August 2021.

Among the main reasons that provoked a rapid increase
in prices for consumer products in the EU can be attributed:

- unsatisfied pent-up demand that took off after the
easing of COVID restrictions (increased demand leads to
higher prices);

Poland
Malta

2,4
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Hungary

- a shift in demand from the service sector to goods,
especially durable goods;

- logistic factors, for example, the cost of container
transportation increased almost three times in a year, which
immediately affected the prices of transported goods;

- low interest rates of key central banks, which will not be
significantly increased, otherwise the servicing of the
national debt, which has increased sharply, will become very
expensive, etc.

Simultaneously with the rise in prices in the EU countries,
the trends of increasing unemployment are intensifying (Fig.
3), which also affects the purchasing power of the population
and the food security of the state.
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Figure 3- Unemployment rate in the European Union as of February 2022, by country

Source: built by the author on the basis [8]
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Among European Union countries in February 2022,
Spain is currently suffering the worst unemployment rate
at 12.6 percent, followed by Greece at 11.9 percent while
Czechia has the lowest unemployment rate in Europe, at
2.4 percent.

The most powerful tool for combating unemployment
in the EU member states was a compromise between the
government, entrepreneurs and employees: the
government legislates the reduction of the working week;
entrepreneurs intensify the creation of new jobs; salaried
staff agree to some reduction in the minimum wage level.

Programs to reduce the level of unemployment in the
EU foresee an increase in the level of employment among
women. In order to properly realize the working potential
of women in the labor market, the EU adheres to the
following principles:

- equalization of wages for men and women for
performing the same work;

- increasing the availability and quality of care systems
for children and the elderly;
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- provision of flexible work schedules, especially for
mothers;

- a maximally personalized approach to the specific
needs of disabled women.

Although the leading European countries are
constantly increasing their competitiveness in almost all
sectors, there is a wide differentiation in the components
of competitiveness. The largest gap is observed in the
"macroeconomic environment" component, which is a
reflection of the uneven recovery of EU countries from the
global financial crisis. EU averages are the weakest for
innovation: The region's countries are clearly divided, with
a significant gap between innovation scores for Northern
and Western Europe compared to Central, Eastern and
Southern Europe. Accelerating the development of the
innovative component is crucial for maintaining the
current level of well-being, and EU countries can expect a
high return on investment in this component (Fig. 4).

Figure 4- Natural resources and resilience index in the European Union in 2022, by country

Source: built by the author on the basis [9]

Thus, we will analyze the influence of factors of
economic stability of the countries of the European Union
on the indicator of environmental safety of agricultural

production (Fig. 5). Among the selected indicators of
economic stability, we will choose indices of inflation and
unemployment in the countries of the European Union. As
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an indicator of environmental safety of agricultural
production, we will take the corresponding index, which
forms the global index of food security for the specified
countries.

The Global Food Security Index, developed by the
research division of "The Economist" magazine, evaluates
the main aspects of financial and physical availability of
food, as well as the quality and safety of food products in
109 countries of the world. The Global Food Security Index
until 2017 consisted of three general indicators: quality
and safety, financial availability and physical availability.
In 2017, a fourth indicator was added - natural resources
and sustainability. Such a change in the calculation
methodology is connected with the fact that in 2017, for
the first time in five years, the deterioration of global food
security was observed. In addition to traditional risks,
problems with global warming and adverse weather
conditions play an increasingly significant role. Starting in
2017, it was decided to publish two versions of the Index:
the average rating of food security based on three
indicators and adjusted taking into account the fourth -
the influence of natural factors [10].

In recent years, a certain trend has emerged in the
behavior of producers of goods and services. In order not
to scare the consumer, manufacturers of food products do
not increase the price of a specific product, but reduce its
quantity in a package or its weight. Analyzing the level of
inflation in the country, one should not forget that it is
closely related to the level of unemployment, productivity
and wages.

When formulating an anti-inflationary policy, it is
necessary to take into account the versatility and
interdependence of all factors that create inflation,
because only then can one really assess the scale of the
impact of anti-inflationary measures on the terms of
stabilization, rates of economic growth, as well as the
formation of the structure and proportions of the
economy. Anti-inflationary measures must correspond to
the modern period, and therefore have flexibility and be
adjusted according to the pace of changes that occur in
the economy at certain stages of its development. All
separate stages must logically complement each other
and act in a coordinated and synchronous manner.
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Figure 5- The influence of factors of economic stability of the countries of the European Union on the indicator of
environmental safety of agricultural production in 2022

Source: built by the author on the basis [6-10]

Inflation and unemployment are the main
macroeconomic problems that disturb the economic
balance and lead to structural imbalance of the entire
economic system. Thus, an increase in the general level of
prices in the country always leads to a decrease in the real

income of the population, which, in turn, reduces the
motivation of individuals to work and, ultimately, leads to
a shortage of labor. On the other hand, an increase in the
number of unemployed leads to a contraction of effective
aggregate demand and causes a prolonged economic
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recession. In addition, there is a negative impact of
inflation on the sustainable development potential of the
studied countries, which directly poses a threat to food
security.

Thus, the results of empirical and regression analysis
have shown that there is a direct causal relationship
between inflation and unemployment, with inflation
being the cause and unemployment being the effect. This
made it possible to assert that the maintenance of
macroeconomic stability in the EU countries should, first
of all, consist in ensuring stable prices and a stable
exchange rate. In this regard, it is worth proposing such
measures as the improvement of the transmission
mechanism of monetary policy using the interest channel,
the reduction of public debt, the spread of digital means
of payment, further smartization and robotization of
production. The implementation of these measures will
allow solving two main macroeconomic problems in the
EU countries: forming long-term adaptive inflationary
expectations of the population and reaching the level of
natural unemployment. In addition, maintaining the
stability of the country's economic condition allows
preventing violations of the system of sustainable
development of enterprises and promoting the
strengthening of food security trends.

Conclusions. Inflation and unemployment threaten
the economy of any country. However, as a rule, the most
vulnerable strata of the population suffer, which affects
food security. The relationship between inflation and
unemployment exists and is legally regulated by the state
administration. As practice shows, modern analytical
software tools are used in various states, which are based
on macro-, regional, and micro-level statistical data for
modeling socio-economic situations, which helps to make
the most realistic forecasts of the economic situation.

The question of the relationship between inflation and
unemployment was and is the subject of attention of
many representatives of economic science and various
scientific schools. Inflation and unemployment are
considered two main factors of macroeconomic
instability. They will exist as long as the economy exists,
and their close connection will always create difficulties.

People's behavior and production activity are
influenced not only by rising prices, but also by
expectations. If they are rational, then the behavior is also
rational. People are not interested in the nominal salary,
but the real one. Inflation itself now becomes dependent
on the degree of trust in the actions of the executive
authority. The policy of choosing between unemployment
and inflation is losing its relevance. The main emphasis
shifts towards the study of factors under the influence of
which expectations are formed. However, the accuracy of
data on the level of inflation and unemployment also
depends on the level of the shadow economy, which hides
a large amount of information.

In the future, it will be expedient for the EU
government to set the following key tasks:

- firstly, the use of the entire arsenal of measures
aimed at further suppressing inflationary factors. The
step-by-step action plan will make it possible to first drive
inflation into the so-called "security corridor", and then to
eliminate economic disparities of non-monetary factors of
inflation, which will make it possible to eliminate the
triggers of food instability and threats to food security;

- secondly, optimization of the nature and structure of
state expenditures, while not abandoning state duties to
protect socially vulnerable segments of the population,
which is necessary for successful state regulation of food
security processes.
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