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1. INTRODUCTION

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

Walnut production in Ukraine has a long history. Although the establishment of industrial
walnut orchards began mainly in the 2010s, large-scale planting of walnut trees started more
than seventy years ago, when walnuts were widely incorporated into shelterbelts and
roadside protective strips as part of soil conservation measures aimed at mitigating water
and wind erosion. Because these plantings were not intended for commercial production,
they did not contribute to the development of a market-oriented production structure, a
legacy that continues to shape the sector’s organization.

Production volumes exceed 100 thousand tonnes annually. More than 90% originates from
non-industrial production, primarily household backyards and trees located in forest belts.  In
many cases, these trees are not part of industrial orchards but consist of long-established
plantings subject to minimal agronomic intervention. The use of plant protection products and
mineral fertilizers is typically absent or very limited, implying that a substantial share of
output is de facto organic. At the same time, production is highly fragmented and relies on
manual harvesting, with individual households supplying very small volumes.

1

This production structure gives rise to a specific set of constraints that complicate policy
design and investment decisions, including the absence of comprehensive traceability
systems, which prevent producers from certifying and monetizing this organic potential.

https://kse.ua/wp-content/uploads/2025/09/Eurointegration-2.0_Walnuts.pdf1

Figure 1. Walnut flow structure: household vs industrial production paths

Source: Developed by the authors based on expert interviews

https://kse.ua/wp-content/uploads/2025/09/Eurointegration-2.0_Walnuts.pdf
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Most walnut products produced in Ukraine are exported. To carry out export operations,
exporters must obtain documentation required for customs clearance and international trade
procedures. One of the key documents is the certificate of origin country issued by a
competent authority in the exporting country. Certificates of origin serve several purposes,
including the application of customs duties, implementation of non-tariff trade regulations,
enforcement of restrictions on the movement of goods across the customs border, and
compilation of foreign trade statistics.

To obtain a certificate of origin, exporters must provide documentation demonstrating the
origin of the product. Ukrainian legislation does not establish a detailed procedure,
documentation requirements, or fees for issuing certificates confirming the origin of goods. In
practice, these procedures are defined by the Ukrainian Chamber of Commerce and Industry
(CCI), which issues certificates of origin based on supporting documentation provided by
exporters.

The required documentation varies depending on the source of the product. For walnuts
originating from agricultural enterprises, exporters may provide producer certificates
describing the production process together with a producer statement confirming the
cultivation of the product. Such documentation typically includes information on the area of
land used for production, crops planted, average yield per hectare, the location of production
sites, and the availability of agricultural machinery and labor required to cultivate the land.
For walnuts purchased through intermediaries, documentation may include procurement acts
or procurement registers identifying suppliers, purchased quantities, and transaction values.
Additional supporting documents may include phytosanitary certificates, tax and statistical
reporting forms (such as Forms 3-DF, 4-SG, 29-SG, or 37-SG), and forest permits where
applicable.2

Since most walnuts exported from Ukraine originate from households rather than specialized
agricultural enterprises, the documentation required in practice primarily consists of
procurement acts indicating the supplier’s name, quantities sold, and transaction values.
Additional documents may include Form 3-DF, which confirms ownership of a land plot when
walnuts originate from household land, or a forest permit when walnuts are collected from
forest belts or shelterbelts. A forest permit is issued by forest owners or permanent forest
users and authorizes the special use of forest resources, including the collection of wild
walnuts within established limits.3

These requirements imply that exporters must be able to document the origin of each batch
__

2. TRACEABILITY

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

https://ucci.org.ua/oformlennia-ta-vidacha-sertifikativ-pokhodzhennia
https://zakon.rada.gov.ua/laws/show/en/3852-12/ed20251031/parach_5:st73

2
3

https://ucci.org.ua/oformlennia-ta-vidacha-sertifikativ-pokhodzhennia
https://zakon.rada.gov.ua/laws/show/en/3852-12/ed20251031/parach_5:st73


Big Producers (>200 ha)included in an export consignment. In practice, however, confirming origin presents
difficulties due to the structure of production and procurement in the sector. Walnuts
supplied by households are typically sold in very small quantities, averaging approximately
30–40 kg of in-shell walnuts per transaction and occurring only once or twice per season.
The total value of such sales is correspondingly low, typically up to USD 100 per household
per year.

Under these conditions, assembling full documentation for export consignments would
require collecting procurement documentation from potentially hundreds or thousands of
individual households. Given the small scale of individual transactions, the administrative
effort required to obtain such documentation often exceeds the practical incentives for
households’ owners to enter export markets. 

As a result, production-level documentation is frequently incomplete, which complicates the
process of assembling verifiable origin records for export. According to market participants,
this increases administrative costs for exporters and frequently leads to delays during
customs clearance.

6
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The export security regime introduced in December 2024 for several agricultural products,
including walnuts in shell and shelled walnuts (trade codes HS 08023100 and HS 08023200,
respectively), aims to ensure the repatriation of foreign currency revenues and reduce tax
evasion during wartime.  The regime introduced additional procedural requirements.
Exporters are required to issue a separate tax invoice and register it in the Unified Register of
Tax Invoices prior to submitting the customs declaration for export clearance. The policy also
introduced minimum export prices approved by the Ministry of Economy, Environment, and
Agriculture of Ukraine.

4

While the objective of the regime is to increase transparency in export operations, available
evidence suggests that in the case of walnuts it has significantly constrained exports through
formal channels. Interviews with exporters and producers indicate that after the introduction
of the regime, consignments intended for export under HS 080232 (shelled walnuts) were
halted during customs clearance. Tax invoices associated with exports under this code were
flagged as high risk because the submitted documents for origin verification were not
considered reliable. As a result, most deliveries could not be cleared under HS 080232, which
led exporters to increasingly declare the same product under alternative HS codes that were
not subject to the regime.

3. EXPORT SECURITY REGIME

https://zakon.rada.gov.ua/laws/show/1261-2024-%D0%BF#Text4

https://zakon.rada.gov.ua/laws/show/1261-2024-%D0%BF#Text


Trade statistics are consistent with these observations. Exports under HS 080232 declined
sharply in December 2024, when the regime was introduced. At the same time, exports under
HS 200819 increased significantly (Figure 2). This trade code refers to prepared or preserved
nuts, including fried nuts or nut mixtures with added ingredients, and is not covered by the
export security regime. 

7
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Figure 2. Exported quantities from Ukraine, thousand tonnes

Source: authors own representation based on UN Comtrade data

Moreover, Figure 3 shows that the volumes Ukraine reported as exports under HS code
200819 (prepared/preserved fruits and nuts) significantly exceeded the volumes that partner
countries recorded as imports under the same code (so-called mirror data). At the same time,
import data from partner countries under HS 080232 (shelled walnuts) closely correspond to
the quantities Ukraine reported as exports under HS 200819. This suggests that shipments
declared by Ukrainian exporters under HS 200819 are recorded by importing countries as raw
shelled walnuts under HS 080232. Taken together, this evidence indicates that the increase in
exports under HS 200819 reflects reclassification rather than a change in the product
exported, allowing walnuts that would otherwise fall under the export regime, such as tax
invoice controls and minimum export price rules, to be exported under a different code.
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Big Producers (>200 ha)Figure 3. Export quantities from Ukraine to top walnut importers, January–September
2025 (aggregate), thousand tonnes

 Source: authors own representation based on UN Comtrade data

Price data from trade statistics also suggest a possible increase in non-repatriation of export
revenues beginning around the time the export security regime was introduced. In practice,
the non-repatriation may arise from transfer pricing involving intermediary trading companies
located outside the exporting country. In such cases, the exporter sells the product at lower
prices, providing a substantial trading margin to the intermediary. This large difference
between export price at the border and import price at final delivery point may therefore
remain outside the exporting country.

This mechanism can be reflected in trade statistics through the difference between export
unit values reported by the exporting country and corresponding import unit values reported
by partner countries.  Under normal conditions, this difference should primarily reflect
transport, insurance, and other logistics costs. However, its substantial increase may indicate
that part of the export revenue is not returned to the exporting country. Before the
____________

5

To calculate the difference between export prices reported by Ukraine and import prices reported by partner
countries, values on an FOB basis (free on board) for exports and CIF basis (cost, insurance, and freight) for
imports are used from the UN Comtrade database. Although walnut exports from Ukraine are predominantly
carried out via inland land routes and typically involve delivery terms such as DAP or DDP, in the UN Comtrade
database they are recorded under FOB and CIF categories, which apply to all modes of transport and should not
be interpreted as actual Incoterms conditions.

5
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Big Producers (>200 ha)introduction of the regime, when walnuts were exported primarily under code for shelled
walnuts, the difference between export prices reported by Ukraine and import prices
reported by partner countries was approximately USD 1 per kilogram. After the regime was
introduced and exports shifted to the code for prepared or preserved fruits and nuts, this gap
increased to more than USD 3 per kilogram (Figure 4). There is no evidence that logistics
costs increased to this extent during the same period, which may indicate that part of the
export revenue remains outside Ukraine.

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

Figure 4. Average export unit values reported by Ukraine and average import unit values
reported by partner countries, USD per kilogram

Source: authors own representation based on UN Comtrade data
Note: All prices are calculated using values and quantities for HS 080232 (shelled walnuts), except for
Ukraine’s export price in 2025, which is calculated based on HS 200819 (prepared or preserved fruits
and nuts), as evidence suggests that exports were reclassified under this code starting in 2025.

Overall, the widespread shift of exporters to alternative HS codes after the introduction of
the export security regime suggests that the current regulatory design does not provide a
workable legal pathway for compliance and may, contrary to its objective, reduce
formalization and the repatriation of export revenues. Firms attempting to operate formally
are placed at a disadvantage, as informal arrangements become relatively cheaper and more
__
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Big Producers (>200 ha)competitive. Many exporters face a choice between suspending operations and relying on
alternative arrangements to continue trade. While the latter may be commercially less costly
than halting exports entirely, it still entails a high risk of revenue loss due to weakened legal
protection, reputational damage, and additional administrative costs.

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

Market participants report no evidence of monopolization of export volumes by individual
exporters. This is consistent with earlier assessments by the Better Regulation Delivery Office
(BRDO), which estimated the Herfindahl–Hirschman Index for walnut export supplies at 280 ,
indicating a low level of market concentration.  Nevertheless, market access remains
constrained by structural, regulatory, and demand-related factors.

6

7

Walnuts sourced from households are primarily sold as kernels and in-shell nuts, with a
strong export orientation toward both EU and non-EU destinations. Although many exporters
have established international buyer networks and long-term trading relationships, the
introduction of export security regime contributed to shipment delays, reputational risks, and
price discounts.

For producers operating industrial orchards, regulatory constraints should, in principle, be
less restrictive given the presence of fully traceable production. However, interviews with
market participants indicate that walnut consignments are frequently treated by tax
authorities as inherently high-risk due to the historical dominance of household production
lacking full traceability documentation. As a result, even fully documented shipments are
often subject to prolonged inspections and clearance delays, generating additional costs.

Market participants report that persistent regulatory and administrative risks have influenced
investment allocation within the nut sector. One observable outcome has been a reallocation
toward hazelnut production. Industrial hazelnut orchards in Ukraine currently exceed 6
thousand hectares, representing nearly a threefold increase compared with 2019–2020.
Respondents associate this shift with lower regulatory exposure and more predictable market
conditions.

8

Some industrial walnut producers pursue entry into the organic segment both to capture
price premiums and as a risk-management strategy, as certified organic products are subject
to stricter traceability and control requirements, which may reduce the likelihood of being  
____

4. MARKET ACCESS 

The Herfindahl–Hirschman Index (HHI) ranges from 0 for a highly competitive market to 10,000 for a monopoly.
https://eu4business.org.ua/useful-materials/green-paper-regulation-of-the-walnut-market/
https://agro-business.com.ua/agrobusiness/item/28504-ploshcha-promyslovykh-horikhovykh-sadiv-v-ukraini-
zaraz-stanovyt-13-1-tys-ha.html

6
7
8

https://eu4business.org.ua/useful-materials/green-paper-regulation-of-the-walnut-market/
https://agro-business.com.ua/agrobusiness/item/28504-ploshcha-promyslovykh-horikhovykh-sadiv-v-ukraini-zaraz-stanovyt-13-1-tys-ha.html
https://agro-business.com.ua/agrobusiness/item/28504-ploshcha-promyslovykh-horikhovykh-sadiv-v-ukraini-zaraz-stanovyt-13-1-tys-ha.html
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Big Producers (>200 ha)flagged as high risk in export procedures. However, access to this segment requires organic
certification and a higher level of compliance with traceability standards, implying greater
initial and recurring costs. These requirements can be met primarily by larger producers, who
are better positioned to absorb certification costs and benefit from economies of scale. For
smaller producers, these expenditures remain prohibitive and reduce competitiveness
relative to EU-based operators benefiting from public support schemes for organic farming,
such as payments for conversion and maintenance under the EU Common Agricultural
Policy.9

Even in the absence of export-related regulatory constraints, production scale remains a
limiting factor for industrial orchards compared to walnuts sourced from households.
Producers often do not generate batches large enough to justify export-related transactions
and logistics costs, and output is not yet combined across producers. As a result, only a
limited number of producers maintain a consistent export orientation.

Consequently, a substantial share of output, particularly from smaller industrial producers, is
directed to the local market, which, however, shows limited demand. Walnuts are positioned
as a non-staple product with high own-price demand elasticity. Moreover, in the wartime,
demand was negatively affected by declining household incomes, internal displacement of
population, emigration, and mobilization.  While some producers have established supply
channels with retail and HoReCa segments, participation typically requires producers to bear
additional costs, including logistics, delivery, marketing, and listing fees, which increases
commercialization expenses.

10

Meanwhile, the value-added products, such as walnut oil, command higher prices but face
even more fragmented and limited demand. Demand among the narrow range of established
consumers appears relatively price-inelastic; however, broader market expansion is
constrained by low consumer awareness and underdeveloped branding. Price premiums for
value-added products remain volatile, weakening incentives for investment in processing.

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

https://organictargets.eu/national-cap-strategic-plans-a-big-step-on-the-road-to-25-organic-2
https://thedocs.worldbank.org/en/doc/7a038d8198d79e7979898da40195c73b-0080012025/original/Listening-to-
Ukraine-Update-Fall-2025.pdf

9
10

Ukraine’s natural conditions have historically supported walnut production. Black soils
(chernozem) enabled tree growth with limited application of mineral fertilizers and plant
protection products. However, soil erosion from crop production, climate change, and war-
related environmental damage increasingly affect production conditions. 

5. NATURAL RESOURCES

https://organictargets.eu/national-cap-strategic-plans-a-big-step-on-the-road-to-25-organic-2
https://thedocs.worldbank.org/en/doc/7a038d8198d79e7979898da40195c73b-0080012025/original/Listening-to-Ukraine-Update-Fall-2025.pdf
https://thedocs.worldbank.org/en/doc/7a038d8198d79e7979898da40195c73b-0080012025/original/Listening-to-Ukraine-Update-Fall-2025.pdf
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Big Producers (>200 ha)The scale of these challenges is difficult to quantify for the walnut sector. No comprehensive
inventory of tree locations exists outside industrial orchards, particularly for trees situated in
households and in forest and roadside shelter belts. Data collection is further constrained in
the context of the full-scale war, as large areas require inspection for mines and unexploded
ordnance.11

Soil erosion remains one of the dominant forms of land degradation, affecting around 40% of
agricultural land.  This is associated with the insufficient crop rotation, lack of organic
fertilizers, and climate change. War-related factors aggravate soils degradation. For example,
the destruction of the Kakhovka Hydroelectric Power Plant caused flooding and the following
loss of fertile topsoil.

12

13

Approximately 1.7 million hectares of Ukrainian forests have been affected by the war,
representing around 15% of the country’s total forest area (11.3 million hectares). According
to data from the European Forest Fire Information System (EFFIS), forest fires have
destroyed more than 880 thousand hectares of natural land, including nearly 220 thousand
hectares of forest. In 2024 alone, Ukraine experienced unprecedented fire activity. A total of
8,753 fires affected 965,360 hectares, a scale comparable to the total area burned across
Europe, the Middle East, and North Africa in 2023. The most severe fire-related damage was
recorded in eastern regions located near active conflict zones.14

Land contamination from mining represents another major constraint. Ukraine is the most
heavily mined country in the world: as of March 2026, approximately 132,076 square
kilometers of land are potentially contaminated with unexploded ordnance.  Farmers report
limited access to state-supported demining, which increases operational risks and restricts
land use.

15

16

War-related ecosystem damage also includes biodiversity losses. Reports indicate impacts
on approximately 600 animal species and 750 plant species.  Significant ecological damage
followed the destruction of the Kakhovka Hydroelectric Power Plant, including habitat loss
and severe effects on rare species.

17

18

In addition to direct war-related impacts from hostilities and infrastructure destruction,
market actors report that the suspension of hunting during the war has increased wildlife
pressure. Deer and other animals damage young trees through bark stripping and breakage,
__
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https://demine.gov.ua/en
https://resoilfoundation.org/en/environment/ukraine-war-contaminated-soil/
https://www.tandfonline.com/doi/full/10.1080/24750263.2025.2531125#abstract
https://op.europa.eu/en/publication-detail/-/publication/2ca29c9c-09f4-11f0-b1a3-01aa75ed71a1/language-en
https://demine.gov.ua/
https://www.bellingcat.com/news/2025/07/02/ukraines-contaminated-land-clearing-landmines-with-rakes-
tractors-and-drones/
https://www.ifaw.org/international/press-releases/war-ukraine-biodiversity
https://uwecworkgroup.info/fighting-for-life-how-russias-war-in-ukraine-threatens-to-wipe-out-rare-species/

11
12
13
14
15
16

17
18

https://demine.gov.ua/en
https://resoilfoundation.org/en/environment/ukraine-war-contaminated-soil/
https://www.tandfonline.com/doi/full/10.1080/24750263.2025.2531125#abstract
https://op.europa.eu/en/publication-detail/-/publication/2ca29c9c-09f4-11f0-b1a3-01aa75ed71a1/language-en
https://demine.gov.ua/
https://www.bellingcat.com/news/2025/07/02/ukraines-contaminated-land-clearing-landmines-with-rakes-tractors-and-drones/
https://www.bellingcat.com/news/2025/07/02/ukraines-contaminated-land-clearing-landmines-with-rakes-tractors-and-drones/
https://www.ifaw.org/international/press-releases/war-ukraine-biodiversity
https://uwecworkgroup.info/fighting-for-life-how-russias-war-in-ukraine-threatens-to-wipe-out-rare-species/
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Big Producers (>200 ha)which negatively affects orchard establishment and survival rates. Also increased poaching
and a decline in conservation activities have been reported, largely due to resource
constraints and security risks near active front-line zones.  Recovery of damaged
ecosystems is expected to require decades.

19

20
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https://www.tandfonline.com/doi/full/10.1080/24750263.2025.2531125#abstract
https://www.ifaw.org/international/press-releases/war-ukraine-biodiversity
https://stat.gov.ua/uk/datasets/obstezhennya-robochoyi-syly-richna
https://www.rferl.org/a/russia-war-creates-labor-shortages-in-ukraine/33606226.html
https://bank.gov.ua/en/news/all/inflyatsiyniy-zvit-kviten-2024-roku
https://ces.org.ua/en/war_businesses_workforce/
https://voxukraine.org/en/labor-market-in-wartime-demographic-challenges-for-ukraine
https://stat.gov.ua/uk/datasets/riven-zarobitnoyi-platy-pratsivnykiv-za-stattyu-vikom-osvitoyu-ta-profesiynymy-
hrupamy

19
20
21
22
23
24
25
26

Agriculture remains an important source of employment in Ukraine, providing jobs for
approximately 2.7 million workers as of 2021.  War-related disruptions, particularly military
mobilization of men and large-scale emigration resulted in an acute labor shortage across all
agricultural subsectors, including the walnut industry. 

21

Since the start of the invasion, approximately 6–7 million Ukrainians have left the country.
By 2023, the labor force aged 15–70 had declined by more than 25% compared to 2021 , and
in 2024, nearly 60% of companies indicated workforce deficits associated with mobilization
and outward migration.  

22

23

24

In response, employers have adjusted hiring strategies. Market participants report that tasks
previously performed by men are increasingly reassigned to women and older workers.
Employers also report increased reliance on veterans and individuals with disabilities.  This
substitution is feasible for most operations but is more difficult for physically demanding
activities. Smaller producers are particularly affected, as high capital costs and smaller
production scales constrain investment in mechanization.

25

Labor shortages are compounded by constraints in workforce renewal and retention.
Agricultural employment has followed a long-term declining trend associated with
urbanization and technological change, which reduce the rural population and labor
participation in agriculture. In addition, the relatively low attractiveness of agricultural
employment is closely linked to wage levels. Wages in agriculture remain among the lowest
across sectors (15.4% below the national average in 2024).26

Workforce renewal is further limited by persistent gaps in education quality. Formal
educational pathways remain available: as of 2025, 108 higher education programs were
_____

6. LABOR MARKET & EXTENSION SERVICES 

https://www.tandfonline.com/doi/full/10.1080/24750263.2025.2531125#abstract
https://www.ifaw.org/international/press-releases/war-ukraine-biodiversity
https://stat.gov.ua/uk/datasets/obstezhennya-robochoyi-syly-richna
https://www.rferl.org/a/russia-war-creates-labor-shortages-in-ukraine/33606226.html
https://bank.gov.ua/en/news/all/inflyatsiyniy-zvit-kviten-2024-roku
https://ces.org.ua/en/war_businesses_workforce/
https://voxukraine.org/en/labor-market-in-wartime-demographic-challenges-for-ukraine
https://stat.gov.ua/uk/datasets/riven-zarobitnoyi-platy-pratsivnykiv-za-stattyu-vikom-osvitoyu-ta-profesiynymy-hrupamy
https://stat.gov.ua/uk/datasets/riven-zarobitnoyi-platy-pratsivnykiv-za-stattyu-vikom-osvitoyu-ta-profesiynymy-hrupamy
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Big Producers (>200 ha)offered in agronomy,  and approximately 30% of vocational institutions provided training for
agricultural occupations.  However, employers frequently report dissatisfaction with
graduates’ practical preparation. Outdated educational infrastructure and limited applied
training require enterprises to provide foundational skill development even for recent
graduates. Medium and large agricultural enterprises often address this gap through internal
training programs. Interviews with market participants indicate that, in the walnut sector,
knowledge transfer is additionally supported through producer associations and industry
networks.

27

28
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https://vstup.osvita.ua/spec/1-40-1/0-0-2575-0-0-0/
https://mon.gov.ua/en/tag/vocational-education-and-training?&tag=vocational-education-and-training

27
28

Walnut production in industrial orchards is characterized by high input intensity and
substantial upfront investment. Orchard establishment entails expenditures on seedlings,
irrigation systems, fertilizers, and crop protection products. These inputs are predominantly
imported. Interviews with market participants did not identify supplier concentration as a
significant constraint.

Machinery constitutes another major cost component. Basic orchard operations typically
require mechanical shakers and pick-up equipment, which are widely available on the
domestic market and involve relatively simple technical solutions. Post-harvest handling,
including washing, drying, cleaning, and calibration, requires more specialized processing
lines. For a long period, such equipment was sourced almost exclusively from abroad. In
recent years, selected components and simplified analogues have begun to appear from
domestic manufacturers, although complete processing lines continue to be imported.

Availability of imported equipment and maintenance services in the domestic market varies
depending on orchard design and the technological framework of walnut cultivation. 

Most standard machinery can be purchased locally, with no significant constraints regarding
maintenance services or spare parts. However, more technologically advanced or specialized
systems often direct procurement from foreign suppliers. In such cases, equipment imports
are associated with longer delivery times and greater limitations regarding servicing and
access to spare parts. For producers importing machinery or inputs directly, delays in VAT
reimbursement create additional liquidity constraints.

The affordability of key production inputs has deteriorated since the start of the full-scale
_____

7. ACCESS TO INPUTS

https://vstup.osvita.ua/spec/1-40-1/0-0-2575-0-0-0/
https://mon.gov.ua/en/tag/vocational-education-and-training?&tag=vocational-education-and-training
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Big Producers (>200 ha)invasion. The cost of imported inputs used in orchard establishment and maintenance,
including seedlings, fertilizers, crop protection products and processing equipment, has
increased due to higher logistics costs and hryvnia depreciation. At the same time, damage
to energy infrastructure has led to higher electricity prices, increasing the cost of energy-
intensive processes such as washing, drying, and calibration.

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

https://glavcom.ua/interviews/golova-agrarnogo-komitetu-mikola-solskiy-na-starti-gektar-koshtuvatime-
15001700-656518.html

29

Financing needs differ across segments of the walnut value chain and reflect differences
between industrial and non-industrial production models. In the non-industrial segment, the
main operational costs are borne by exporters who collect walnuts from households and
perform post-harvest operations such as storage, sorting, cleaning, sizing, packaging, and
distribution. These activities require investment in storage facilities, processing equipment,
and logistics. However, household walnut production itself requires little capital investment at
the establishment stage.

Industrial producers face a different cost structure, as they must first finance production
inputs for walnut cultivation. Land, orchard establishment, maintenance, irrigation, and
protection systems require substantial upfront and ongoing investment. Moreover, until the
lifting of the land sales moratorium in 2021, producers were largely restricted to leasing land,
which further increased costs.  These investments must be sustained over several years
before any returns are generated, as commercial yields typically begin only after
approximately five years, with full productive maturity reached later. These differences
translate into distinct financing requirements. While both segments require initial investment
to establish operations, non-industrial exporters face lower capital needs because they do
not finance orchard establishment and can begin generating revenue shortly after operations
start. Early trading revenues can therefore be reinvested into working capital. Industrial
orchard production, by contrast, requires substantially higher investment during the
establishment phase. For at least the first five years orchards generate little or no revenue
while maintenance and production costs continue to accrue, requiring producers to finance
both investment and operating expenses from other sources.

29

In addition, several external financing instruments are available in the Ukrainian agricultural
sector. 
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Big Producers (>200 ha)Commercial bank loans represent one financing option for agricultural enterprises. Access to
such loans typically requires collateral, stable financial reporting, and a demonstrated credit
history. In agriculture, collateral often includes real estate and equipment; however, many
assets are either illiquid, already pledged, or insufficient to meet banks’ requirements, limiting
access to credit.  During the full-scale invasion, lending rates increased to around 17%
annually, which makes commercial credit difficult to use for long-term investments with
delayed returns, such as orchard establishment. As a result, these loans are used mainly to
finance short-term operational needs.

30

Subsidized lending is available through the state “Affordable Loans 5–7–9” program,
introduced in 2020 to expand access to credit for small and medium-sized enterprises. The
program operates through partial state compensation of interest rates on loans issued by
participating banks, allowing borrowers to receive effective interest rates of 5%, 7%, or 9%.
Maturities are typically limited to up to three years for working-capital financing and up to
five years for investment loans. Eligibility requires registration as a legal entity or
entrepreneur, compliance with SME criteria, absence of tax arrears, and submission of
financial statements and a business plan. The program is widely used in agriculture, but its
maturity structure remains short relative to the investment cycle of perennial crops such as
walnuts. In addition, some preferential loan conditions depend on employment indicators.
Under wartime conditions, however, agricultural enterprises face severe labor shortages due
to mobilization and migration and increasingly rely on mechanization and process
optimization.

Public support programs provide additional financing for orchard establishment. State
support for horticulture in Ukraine was reinstated in 2018 and has become an important
source of capital for industrial orchard development. Over the past decade, the horticulture
support program contributed to the establishment of approximately 6,000 hectares of
industrial nut orchards. In 2023–2024, UAH 289 million was allocated to hazelnut  and
walnut projects. Given the maximum grant level of UAH 250,000 per hectare, this
corresponds to financing of up to 1150 hectares.

31

Grant support is subject to several conditions, including co-financing requirements,
submission of a business plan, and mandatory installation of irrigation systems.  Programs
also include job-creation obligations. As in the case of subsidized lending programs, these
requirements can conflict with current labor market conditions. Agricultural enterprises
increasingly prioritize mechanization to address workforce shortages, while grant conditions
encourage expansion of employment. In addition, grant programs mainly support orchard
_____
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Big Producers (>200 ha)establishment and provide limited financing for downstream activities such as collection,
processing, and distribution.

Donor grants represent an additional source of financing for some producers and exporters.
However, such funding is irregular and typically project-based, making it unsuitable for large-
scale investments or long-term planning. 

Financial constraints are further reinforced by limited risk-mitigation mechanisms. Walnut
production is associated with elevated production risks, with droughts and spring frosts
representing the main source of yield variability. Drought risk is partially mitigated through
irrigation, which has become both a technical necessity and a requirement under state
support programs. Frost risk remains largely unmanaged and resulted in significant
production losses during the 2024–2025 seasons.

Agricultural insurance for walnut production remains weakly developed. Although insurance
products are present on the domestic market, coverage is primarily designed for annual
crops. Insurance uptake among walnut producers is low. Many orchards remain in early
bearing stages, and producers are reluctant to incur additional costs under conditions of
unstable yields.

These financial and production risks influence enterprise strategies. Walnut production is
often combined with other agricultural activities to diversify income and reduce revenue
volatility. Limited availability of risk-mitigation instruments, persistent revenue uncertainty,
and market access constraints have contributed to the exit of some producers from the
sector.

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints

Walnut production in Ukraine is constrained by multiple factors, including limited access to
inputs and finance, labor shortages, and pressures on natural resources. War-induced shocks
have exacerbated each of these constraints. The regulatory environment governing walnut
exports has emerged as the most critical systemic bottleneck for market participants.
Evidence presented in this study suggests that the export security regime introduced in
December 2024 halted formal exports of walnuts sourced from households. Instead,
exporters shifted to declaring shipments under alternative HS codes, while price data
indicate a potential increase in non-repatriation of export revenues. Because this adjustment
__

9. CONCLUSIONS      
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Big Producers (>200 ha)occurred across nearly all exporters sourcing walnuts from households (90% of Ukraine’s
walnut exports), it suggests that, under the current regulatory design, there is no workable
legal pathway to export these products through formal channels under the original
classification.

This outcome reflects a structural mismatch between regulatory design and the organization
of the walnut sector. Existing legislation is largely designed for standardized agricultural
production systems and does not account for the extreme fragmentation of walnut supply
chains or the dominance of household-based production. As a result, exporters face a
constrained set of options: suspend operations or rely on alternative arrangements to
continue trade. In practice, this creates an operating environment characterized by high
uncertainty, weak legal protection, high reputational risks, and distorted competition between
firms operating under different degrees of formality.

Eurointegration 2.0 / Ukraine’s walnut industry, Volume 2: Development constraints
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	1. INTRODUCTION
	Walnut production in Ukraine has a long history. Although the establishment of industrial walnut orchards began mainly in the 2010s, large-scale planting of walnut trees started more than seventy years ago, when walnuts were widely incorporated into shelterbelts and roadside protective strips as part of soil conservation measures aimed at mitigating water and wind erosion. Because these plantings were not intended for commercial production, they did not contribute to the development of a market-oriented production structure, a legacy that continues to shape the sector’s organization.
	Production volumes exceed 100 thousand tonnes annually. More than 90% originates from non-industrial production, primarily household backyards and trees located in forest belts.1 In many cases, these trees are not part of industrial orchards but consist of long-established plantings subject to minimal agronomic intervention. The use of plant protection products and mineral fertilizers is typically absent or very limited, implying that a substantial share of output is de facto organic. At the same time, production is highly fragmented and relies on manual harvesting, with individual households supplying very small volumes.
	This production structure gives rise to a specific set of constraints that complicate policy design and investment decisions, including the absence of comprehensive traceability systems, which prevent producers from certifying and monetizing this organic potential.
	Figure 1. Walnut flow structure: household vs industrial production paths
	Source: Developed by the authors based on expert interviews
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	3. EXPORT SECURITY REGIME
	Trade statistics are consistent with these observations. Exports under HS 080232 declined sharply in December 2024, when the regime was introduced. At the same time, exports under HS 200819 increased significantly (Figure 2). This trade code refers to prepared or preserved nuts, including fried nuts or nut mixtures with added ingredients, and is not covered by the export security regime.

	Figure 2. Exported quantities from Ukraine, thousand tonnes
	Source: authors own representation based on UN Comtrade data
	Moreover, Figure 3 shows that the volumes Ukraine reported as exports under HS code 200819 (prepared/preserved fruits and nuts) significantly exceeded the volumes that partner countries recorded as imports under the same code (so-called mirror data). At the same time, import data from partner countries under HS 080232 (shelled walnuts) closely correspond to the quantities Ukraine reported as exports under HS 200819. This suggests that shipments declared by Ukrainian exporters under HS 200819 are recorded by importing countries as raw shelled walnuts under HS 080232. Taken together, this evidence indicates that the increase in exports under HS 200819 reflects reclassification rather than a change in the product exported, allowing walnuts that would otherwise fall under the export regime, such as tax invoice controls and minimum export price rules, to be exported under a different code.
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	Figure 3. Export quantities from Ukraine to top walnut importers, January–September 2025 (aggregate), thousand tonnes
	Source: authors own representation based on UN Comtrade data
	Price data from trade statistics also suggest a possible increase in non-repatriation of export revenues beginning around the time the export security regime was introduced. In practice, the non-repatriation may arise from transfer pricing involving intermediary trading companies located outside the exporting country. In such cases, the exporter sells the product at lower prices, providing a substantial trading margin to the intermediary. This large difference between export price at the border and import price at final delivery point may therefore remain outside the exporting country.
	This mechanism can be reflected in trade statistics through the difference between export unit values reported by the exporting country and corresponding import unit values reported by partner countries.5 Under normal conditions, this difference should primarily reflect transport, insurance, and other logistics costs. However, its substantial increase may indicate that part of the export revenue is not returned to the exporting country. Before the ____________
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	introduction of the regime, when walnuts were exported primarily under code for shelled walnuts, the difference between export prices reported by Ukraine and import prices reported by partner countries was approximately USD 1 per kilogram. After the regime was introduced and exports shifted to the code for prepared or preserved fruits and nuts, this gap increased to more than USD 3 per kilogram (Figure 4). There is no evidence that logistics costs increased to this extent during the same period, which may indicate that part of the export revenue remains outside Ukraine.
	Figure 4. Average export unit values reported by Ukraine and average import unit values reported by partner countries, USD per kilogram
	Source: authors own representation based on UN Comtrade data Note: All prices are calculated using values and quantities for HS 080232 (shelled walnuts), except for Ukraine’s export price in 2025, which is calculated based on HS 200819 (prepared or preserved fruits and nuts), as evidence suggests that exports were reclassified under this code starting in 2025.
	Overall, the widespread shift of exporters to alternative HS codes after the introduction of the export security regime suggests that the current regulatory design does not provide a workable legal pathway for compliance and may, contrary to its objective, reduce formalization and the repatriation of export revenues. Firms attempting to operate formally are placed at a disadvantage, as informal arrangements become relatively cheaper and more __
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	The scale of these challenges is difficult to quantify for the walnut sector. No comprehensive inventory of tree locations exists outside industrial orchards, particularly for trees situated in households and in forest and roadside shelter belts. Data collection is further constrained in the context of the full-scale war, as large areas require inspection for mines and unexploded ordnance.11
	Soil erosion remains one of the dominant forms of land degradation, affecting around 40% of agricultural land.12 This is associated with the insufficient crop rotation, lack of organic fertilizers, and climate change. War-related factors aggravate soils degradation. For example, the destruction of the Kakhovka Hydroelectric Power Plant caused flooding and the following loss of fertile topsoil.13
	Approximately 1.7 million hectares of Ukrainian forests have been affected by the war, representing around 15% of the country’s total forest area (11.3 million hectares). According to data from the European Forest Fire Information System (EFFIS), forest fires have destroyed more than 880 thousand hectares of natural land, including nearly 220 thousand hectares of forest. In 2024 alone, Ukraine experienced unprecedented fire activity. A total of 8,753 fires affected 965,360 hectares, a scale comparable to the total area burned across Europe, the Middle East, and North Africa in 2023. The most severe fire-related damage was recorded in eastern regions located near active conflict zones.14
	Land contamination from mining represents another major constraint. Ukraine is the most heavily mined country in the world: as of March 2026, approximately 132,076 square kilometers of land are potentially contaminated with unexploded ordnance.15 Farmers report limited access to state-supported demining, which increases operational risks and restricts land use.16
	War-related ecosystem damage also includes biodiversity losses. Reports indicate impacts on approximately 600 animal species and 750 plant species.17 Significant ecological damage followed the destruction of the Kakhovka Hydroelectric Power Plant, including habitat loss and severe effects on rare species.18
	In addition to direct war-related impacts from hostilities and infrastructure destruction, market actors report that the suspension of hunting during the war has increased wildlife pressure. Deer and other animals damage young trees through bark stripping and breakage, __
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	Commercial bank loans represent one financing option for agricultural enterprises. Access to such loans typically requires collateral, stable financial reporting, and a demonstrated credit history. In agriculture, collateral often includes real estate and equipment; however, many assets are either illiquid, already pledged, or insufficient to meet banks’ requirements, limiting access to credit.30 During the full-scale invasion, lending rates increased to around 17% annually, which makes commercial credit difficult to use for long-term investments with delayed returns, such as orchard establishment. As a result, these loans are used mainly to finance short-term operational needs.
	Subsidized lending is available through the state “Affordable Loans 5–7–9” program, introduced in 2020 to expand access to credit for small and medium-sized enterprises. The program operates through partial state compensation of interest rates on loans issued by participating banks, allowing borrowers to receive effective interest rates of 5%, 7%, or 9%. Maturities are typically limited to up to three years for working-capital financing and up to five years for investment loans. Eligibility requires registration as a legal entity or entrepreneur, compliance with SME criteria, absence of tax arrears, and submission of financial statements and a business plan. The program is widely used in agriculture, but its maturity structure remains short relative to the investment cycle of perennial crops such as walnuts. In addition, some preferential loan conditions depend on employment indicators. Under wartime conditions, however, agricultural enterprises face severe labor shortages due to mobilization and migration and increasingly rely on mechanization and process optimization.
	Public support programs provide additional financing for orchard establishment. State support for horticulture in Ukraine was reinstated in 2018 and has become an important source of capital for industrial orchard development. Over the past decade, the horticulture support program contributed to the establishment of approximately 6,000 hectares of industrial nut orchards. In 2023–2024, UAH 289 million was allocated to hazelnut31 and walnut projects. Given the maximum grant level of UAH 250,000 per hectare, this corresponds to financing of up to 1150 hectares.
	Grant support is subject to several conditions, including co-financing requirements, submission of a business plan, and mandatory installation of irrigation systems.32 Programs also include job-creation obligations. As in the case of subsidized lending programs, these requirements can conflict with current labor market conditions. Agricultural enterprises increasingly prioritize mechanization to address workforce shortages, while grant conditions encourage expansion of employment. In addition, grant programs mainly support orchard _____
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