Ne 1/2025

AJIMIHICTPATUBHE ITPABO I IPOLEC; PIHAHCOBE ITPABO;
TH®OPMAIIIMHE ITPABO

Ivanova R.Yu.,
Ph.D. in Law, Associate Professor,

Professor at the Department of International and European Law
Leonid Yuzkov Khmelnytskyi University of Management and Law

UDC 347.73
DOI 10.32782/2663-5666.2025.1.11

THE FOOD AND AGRICULTURE ORGANIZATION (FAO)
AND ITS FINANCIAL OVERSIGHT FUNCTIONS IN UKRAINE

Introduction. The crisis posed by guaranteeing
food security is now considered one of the most
challenging for international relations and global
development policies. The Russian full-scale
invasion of Ukraine, along with destruction
of agricultural infrastructure, large scale internals’
migration and disruption of supply channels, have
greatly undermined the food system resilience
of the country. Stabilization of agricultural output
and averting of humanitarian disaster under these
circumstances has made international financial
and technical aid critical.

With regard to this, one of the most relevant
international actors is the Food and Agriculture
Organization of the United Nations (FAO), who not
only provide humanitarian food aid, agricultural
rehabilitation support, but also emergency funds
for important financial control tasks such as
supervising the aid spent by the donors, auditing
agricultural projects, and facilitating the provision
of aid and its subsequent accounting.

Investigations through agencies like FAO,
OCHA, and UNDP have recently analyzed the role
of international aid in Ukraine’s agriculture during
the wartime period. However, there has been
a predominant emphasis on operational results
or humanitarian outcomes, which overlooks
the analysis of FAO’s control system in regard
to finances and its efficiency in real emergency
situations. Additionally, the literature on post-
conflict settings is deficient in regards to
the particular problems of funds’ misallocation,
logistical corruption, and other inefficiencies.

This study aims to evaluate the expense oversight
by FAO in Ukraine during the years 2023-2025,
emphasizing the methods of management
employed concerning the international food
aid and agricultural rehabilitation projects.
The goals consist of: (1) determine important
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aspects of FAO financial control, (2) document
case study evidences of fund control in Ukraine,
and (3) evaluate Ukraine's and the international
community's financial governance aid relations in
the agriculture assistance domain.

Literature  Review. In the context
of international aid involving food security
and rehabilitation of agriculture, financial

accountability has become a contested issue in
recent academic and institutional research. Almost
all investigations highlight the involvement
of the Food and Agriculture Organization (FAO)
in humanitarian aid and sustainable development.
However, the known studies of control within
the organization regarding its expenditures
and funding, particularly in post-conflict zones like
Ukraine, are rather limited.

The FAO has repeatedly stated that
the organization uses the principles of transparency,
accountability, and result-based management
within its operations [1, p. 5]. As part of project
cycle within the organization, there is financial
control done through internal auditing, external
evaluations, and other donor staff visits. Such
strict control is, however, undermined by a range
of local factors such as poor political governance
and absence of effective logistical solutions [6, p. 7].

The United Nations Office for the Coordination
of Humanitarian Affairs (UN OCHA) recently
raised concern regarding the complexity of aid flows
to Ukraine, citing a need for better coordination
and mechanisms for tracking funding allocation
and distribution. Simultaneously, the UNDP’s Post-
War Recovery Report analyzes the need for real-
time monitoring of funds and advocates for the use
of information technology and inter-institutional
sharing to prevent the misuse of humanitarian aid.

World financial institutions, such as
the European Commission and the World Bank,
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have also contributed to the funding of Ukraine’s
agricultural industry. Their systems of financial
control are usually based upon conditional cash
transfers, performance-based aid, and external
auditing. However, there are issued with adapting
UN and FAO agencies to the available literature.

Theneed forfinancial governance during conflicts
is supported by academic research. As several
OECD publications have pointed out, standard audit
methods in fragile countries do not work, and there
is a need for additional participatory supervision,
stakeholder involvement, and even the use
of mobile payments and blockchain technologies
[7, p. 12]. In addition, International Transparency
noted the repetitive patterns of corruption during
humanitarian  operations, especially claiming
agricultural buys as one of the processes most prone
to corruption due to lack of digital anti-transparency
mechanisms [8, p. 6].

There seems to be no literature considering
the institutional gaps that are in the scholarly
discussion of the FAO's financial control functions
within the context of Ukraine. Most of the research
available focuses on FAQO's so-called “technical”
interventions or humanitarian logistic activities
instead of viewing the organization as a financial
manager. In this paper, I address this issue by
analyzing the aftermath of the FAO’s performance
in the context of the Ukrainian challenges to the war
and assessing the FAO’s financial surveillance
activity as their operational reality.

Presentation of the Main Material. The United
Nations’ Food and Agriculture Organization
(FAO) in Ukraine undertakes an important task
of monitoring the inflow and outflow of international
funds earmarked for promotion of food security
and recovery of agriculture in the country. Because
of the European Commission’s, USAID, and World
Bank’s funding, a complex post-conflict scenario
calls for stringent financial control and effective
monitoring of expenditures.

Among FAQ’s core functions is the supervision
of global food assistance programs, especially
those funded by multiple partners. Their aim is to
provide humanitarian food aid and rehabilitation
of the food production infrastructure in Ukraine to
help the country sustain supports to its agriculture.
From the FAO report, monitoring also means
accounting for the expenditure of grant funds,
the so-called verification of order, and checking
the implementation of projects to their objectives,
and goals as stated in the documents [1, p. §].

An example of this is the Emergency Food
Assistance Program in Ukraine financed with
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USD 500 million from the European Commission,
USAID, and UN humanitarian aid instruments
which is to be implemented within 2023-2025.
The program promoted agricultural recovery
and food assistance to the targeted beneficiaries.
As stated in the Ukraine Humanitarian Needs
and Response Plan 2025, 90% of budget
expenditures were for agricultural grants, while
the rest 10% had to be refunded because of lack
of efficient transportation logistics [2, p. 14].

Aside from the emergency actions, FAO
undertakes auditing of agricultural recovery
projects, both at the level of government and NGO-
sponsored rehabilitation of farms, equipment
procurement, and creation of climate adaptation
facilities. An important oversight function involves
the administration of international granting
programs amounting to USD 1.2 billion aimed
at subsidizing and investing into Ukrainian farmers.
These expenditures are audited financially by
the system of reporting, field check-ups, and remote
tracking [1, p. 11].

It illustrates how much attention and resources
the FAO allocates to different areas of financial
supervision:

— Monitoring Emergency Food Aid — 25%

— Auditing Agricultural Grants —30%

— Supervising the Supply Chain —20%

— Implementing Digital Tracking — 15%

— Communicating with Stakeholders — 10%

The FAO monitors the effectiveness of agro
financing also for projects such as greenhouse
agriculture, irrigation systems, and sustainable
agriculture. These activities are evaluated not just
for their fiscal accountability, but for their ecological
effects and sustainability as well. Among the most
prominent risks is corruption in the supply chain,
very often linked to the procurement of agricultural
inputs. The Ukraine Post-War Recovery Report
emphasizes the necessity of implementing digital,
cashless aid as a means of ensuring that assistance is
both qualitatively monitored and audited [3, p. 22].

Nonetheless, there are some significant issues
regarding FAO financial supervision:

1. The extremely inefficient allocation
of resources in wartime budgets that needs flexible
audit procedures.

2. Grants: Agricultural supply chain corruption
in procurement processes requires real-time
web-based contracting and tracking to combat
corruption.

3.Lack of communication with the local
stakeholders leads to slow verification of aid
distribution and the release of funds [3, p. 19].
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Pic. 1. Diagram narrating ""Financial Dependencies Oversight for FAO in Ukraine (2023-2025)"

These issues point out the necessity of deepening
the interface between financial control instruments
and digital governance systems for better utilization
of international assistance in the recovery
of agriculture in Ukraine.

Conclusions and Prospects for Further
Research in This Area. The financial control
functions of the Food and Agriculture Organization
(FAO) are strategically relevant concerning
Ukraine’s wartime and post-war reconstruction
effort. FAO, as revealed through case studies
and audit information, has put in place systems to
monitor the international funding directed towards
food security and the getting back of agricultural
services. This involves monitoring comprehensive
emergency food aid programs, supervising
purchases, and reviewing grant and subsidy
expenditures by Ukrainian farmers.

Still, even with all the grinding progress
FAO seems to have accomplished, systemic
problems still exist, especially those concerning

accountability and management of active conflict,
corruption risks in agricultural supply chains,
and collaboration with local actors. These
challenges highlight the necessity for more
proactive and agile technological approaches,
including, but not limited to, digital finance
tracking tools, cashless payment systems, and real-
time monitoring audit systems.

Artificial  intelligence  and  blockchain
technologies for humanitarian finance oversight
need to be studied, especially in the context
of complex emergencies. In addition, study
of Ukraine in relation with other post-conflict or
fragile states may be useful in understanding how
international financial organizations can better
operate in conflict situations.

Enhancing the financial management of foreign
assistance in Ukraine not only builds trust within
institutions, but also supports the country’s food
system resilience in the long-run, which is necessary
for sustainable development and recovery.
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Ivanova R.Yu. THE FOOD AND AGRICULTURE ORGANIZATION (FAO) AND ITS FINANCIAL
OVERSIGHT FUNCTIONS IN UKRAINE

The war of aggression waged on Ukraine has profoundly aggravated the issues of food security and
agricultural production, acting as a threat to national, regional, and international food sustainability. Within such
environment, an international actor like FAO becomes vital. Apart from its responsibility to deal with hunger and
foster sustainable agricultural practices, there is an equally important role of ensuring the integrity, transparency,
accountability, and governance of the aid provided, especially in conflict and post-conflict countries.

The article analyzes the financial control activities of FAO in Ukraine, closely looking at the 2023-2025
timeframe when humanitarian and agronomic aid flows significantly increased; the study looks at the FAO attempts
to supervise international donations, conduct audits of agricultural rehabilitation projects, and deal with governance
issues related to aid management. Special attention is given to an organization’s attempts to account for the spending
by key international donors such as the European Commission, USAID, and the World Bank, which have been
earmarked for food aid, infrastructure construction, purchase of agricultural machines, and encouragement of
environmentally friendly agriculture.

A primary case study is FAO’s Emergency Food Assistance Program in Ukraine that had a food assistance
budget of $500 million. The audit results indicate that 90 percent of the funds were used for agricultural grants,
while only ten percent of the funds were utilizable because of logistical issues. This illustrates the existing financial
control systems in high risk environments: their advantages and disadvantages. Furthermore, the article assesses the
way FAO oversees a separate allocation of one billion two hundred million US dollars funds granted to Ukrainian
farmers which aim at making them self-sustainable in food production.

The research mentions three main problems that FAO faces in Ukraine: (1) Increased chance of funds being
misused during wartime, (2) Corruption threats in agricultural supply chains, and (3) Poor cooperation with local
authorities and other relevant parties. Because of these issues, the organization has sought more sophisticated forms
of financial governance, including digital monitoring systems, mechanisms for cashless distribution of aid, and
technologies for real-time auditing.

The results highlight the humanitarian role of FAO but also their responsibility as a protector of the finances
spent in the name of international aid. The purpose of this research is to extend the literature on the phenomenon
of financial control in crisis situations and make suggestions toward better practices of funding transparency and
efficacy concerning international food aid programs. The reasoning extends to other cases of conflict or fragility
beyond Ukraine where the management of agricultural aid is a prerequisite during post-conflict stabilization and
recovery.

To summarize, the article expresses concern regarding the lack of and insufficient use of innovative technologies
such as artificial intelligence and blockchain in FAO’s financial supervision functions, which impacts aid delivery.
It stresses better collaboration among the FAO, national agencies, NGOs, and other UN bodies to utilize their funds
effectively. Further studies should focus on the multilateral aid control models in post-conflict countries for the
purpose of developing policies and coordinating donor support.

Key words: FAO, Ukraine, finance law, humanitarian aid, agricultural recovery, international organizations,
wartime economy, donor accountability, transparency, emergency assistance, post-conflict reconstruction,
international financial institutions.

Isanosa P.JIO. IMMPOJOBOJIBYA TA CLIBCBKOTOCHOJAPCBKA OPTAHI3AIIA (PAO) TA i
®YHKIIi ®IHAHCOBOT'O HAIUISIAY B YKPATHI

Po3p’s3ana mpotu YkpaiHu 3arapOHUIbKA BiifHA TIIMOOKO 3aroCTpHia IHTAHHS IMPOJOBOJBIOI OE3MeKH Ta
CLITBCHKOTOCIIOIAPCHKOTO  BHPOOHHIITBA, CTBOPHWBIIM 3arpo3y HaIllOHAIBHIN, perioHaNbHIA Ta MIKHApOIHIN
MIPOIOBOJIBYIN CTA0UTLHOCTI. Y TAKOMY CepPEIOBHII TAKUH MIKHAPOIHUH akTop, Ik DAO, CTa€ )KUTTEBO BAKIMBHUM.
OxpiM BIJOBITAIBHOCTI 32 OOPOTHOY 3 TOJIOIOM 1 CIIPUSTHHSI CTIMKIM CLIBCHKOTOCTIONAPCHKIN MPAKTHI, ICHY€E HE
MEHIII BaXIJIMBa POJIb 3a0€3MEYCHHS IIUTICHOCTI, MMPO30POCTI, MiJ3BITHOCTI Ta YNPaBIiHHSI HAJIAHOK JOIIOMOTOO,
0C00NMMBO B KOH(IIKTHUX 1 MOCTKOH(IIIKTHUX KpaiHax.

VY crarti aHanizyerscs aisuibHICTE PAO 3 (hinaHCOBOrO KOHTPOIIO B YKpaiHi 3 ormsanay Ha mepiox 2023-2025
PPp-, KOIIU 3HAYHO 3pOCITU MOTOKU I'YMaHITApHOI Ta arpOHOMIYHOI IOTIOMOTH; AOCHIKEHHS po3miaaae cripodu GAO
KOHTPOJIFOBATH MIXKHAPOIHI MTOKEPTBYBaHHSI, IPOBOAUTH ayIUT MIPOEKTIB peadiniTalii CiIbCcbKOro rocroiapcTsa Ta
BUPIIIYBaTH MUTAHHs yIPaBIiHHSA, [TOB’I3aHi 3 YIIPaBIiHHAM J011oMoror0. OcobnuBa yBara NpHIUIS€ThCS Clipodam
oprasizamii BpaxyBaTd BUTpAaTH KIFOYOBUX MIKHAPOTHHX JOHOPIB, TaKUX sIK €Bporeiicbka komicis, USAID Ta
CBiToBHI OaHK, siKi OyJd BHUICHI Ha MPOJOBOJBYY JOMOMOTY, OYIIBHHUITBO 1H(PPACTPYKTYpH, MPHIAOAHHS
CLITBCHKOTOCIIOAAPCHKOI TEXHIKH Ta 320X0UCHHS €KOJIOTIYHO YHCTOTO CLTBCHKOTO TOCIIONApCTBa.

OcHOBHUM TIpHKIIaA0M € [Iporpama ekctpeHoi npoaoBobyuoi gormomora ®AO B YkpaiHi, OFOKET K0T CTAHOBHB
500 minbiioniB nonapis CIIA. Pesynbraru aymuTy cBig4aTh, mo 90 BiCOTKIB KOMITIB OyJI0 BHKOPUCTAHO HA arpapHi
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TpaHTH, ToJi siK Juiie 10 BiCOTKIB KOIITIB OyJIM BHKOPUCTAHI Yepe3 MaTepialbHO-TeXHIYHI pobiiemu. Le imocTpye
ICHYIOY1 CHCTEMH (hiHAHCOBOTO KOHTPOJIFO B YMOBaxX BHCOKOTO PH3HUKY: iX mepeBaru Ta Heposiku. Kpim Toro, y
CTaTTi OIIHIETHCA cI0Ci0, skuM DAO KOHTPOIIOE OKPEMHN PO3IOALIT KOIITIB Y PO3Mipi OJHOTO MIJIbSIpJIa IBOXCOT
MinbioHiB nonapiB CIIIA, Haganux ykpaiHCBKUM (hepmepam, sIKi MAlOTh Ha METi 3pOOHTH iX CaMOAOCTATHIMHU Y
BHUPOOHHUITBI IPOAYKTIB XapUyBaHHS.

VY nocnipkeHH1 3a3HAYEHO TPU OCHOBHI Mpobiemu, 3 sikuMu ctukaerbess ®AO B Ykpaini: (1) 30inblieHHS
KWMOBIPHOCTI HEIIbOBOTO BUKOPHCTAHHS KOIITIB Mif yac BiHHM, (2) 3arpo3u KOpyMUii B JIAHIFOTax MOCTa4yaHHS
cinbepkorocnogapebkoi npoaykuii Ta (3) Ilorana cmiBmpais 3 MiCLEBOIO BJaJOI0 Ta IHIIMMH BiANOBIIHUMU
cropoHamu. Yepe3 1i mpoOieMu opraHizaris Irykaia 0Tk CKIaaHi popME (piHAHCOBOTO YIIPABIiHHS, BKIIOYAI0UN
cucTeMH HU(POBOTO MOHITOPHHTY, MEXaHi3MH OE3TOTIBKOBOTO PO3MOALTY IONOMOTM Ta TEXHOJOTIi ayauTy B
pearbHOMY Yaci.

Pesynprat migkpecrooTh ryMaHiTapHy poiib ®AO, a Takok i1 BiIOBIANBHICT SIK 3aXMCHHUKA (DiHAHCIB,
BHUTPAYCHUX Ha MIXKHAPOIHY JJOIIOMOTY. MeTa IIbOT0 J0CITiKSHHS MOJISTaE B TOMY, 100 PO3IITUPUTH JIITEPaTypy PO
(eHoMeH (hiHAaHCOBOTO KOHTPOIIO B KPU30BUX CHTYAIISX i BHECTH MPOTIO3HIIii OO KPAIOi MPAKTUKHU ITPO30POCTI
Ta e(EKTUBHOCTI (piHAHCYBAHHS MPOrpaM MiXHAPOTHOI MPOJAOBOIBUOI JOMOMOTH. APTyMEHTAIlisl TOIHPIOETHCS
Ha iHIII BUMAJKKA KOH(IIKTY YM HECTAOUIBPHOCTI 3a MEXaMM YKpaiHM, Ji¢ YHPABIiHHS CLIBCHKOTOCHOAAPCHKOIO
JIONIOMOTOI0 € HEOOX1THOI0 YMOBOIO IiJ] 4ac MOCTKOH(MIIKTHOI cTabiIi3alii Ta BiTHOBIEHHSL.

[ligBoasiuM MiACYMOK, y CTarTi BHCJIOBJIIOETHCS 3aHEMOKOEHHS MLIOAO BIJICYTHOCTI Ta HEAOCTAaTHHOTO
BUKOPHCTAHHS IHHOBAI[IHHUX TEXHOJOTiH, TaKUX SK IITYYHUH IHTENEKT i OJOoKueiiH, y (yHKUiAX (iHAHCOBOTO
Hansry @AO, 1110 BIUTMBAE HA HaJTaHHS TomoMorH. BiH Harosionnye Ha kpariiii cripmparii Mixk ®AO, HalliOHATLHUMH
areHTCTBAMH, HEYPSIOBUMH OpTaHi3alisMHU Ta IHIIUMH opraHammu OOH s epeKTHBHOTO BHKOPUCTAHHS IXHIX
xomrtiB. [lomanpimi gociiKeHHS MaloTh OyTH SOCGPGIDKCHI Ha MOJICIIAX KOHTPOITIO 6aFaTOCTOpOHHI>01 JOTIOMOTH B
MTOCTKOH(IIIKTHAX KpaiHaX 3 METOI0 PO3pOOKH MOMITHKH Ta KOOPAWHALIT M ATPUMKH JOHOPIB.

KawuoBi cioBa: ®AO, Vkpaina, ¢iHaHCOBe MpaBo, TyMaHITapHa JOIOMOTA, BiTHOBJICHHS CIJTBCHKOTO
TOCIIOJIAPCTBA, MIXKHAPOJIHI OpraHi3allii, EKOHOMika BOEHHOTO 4acy, MiJI3BITHICTh JOHOPIB, IPO30PICTh, EKCTPECHA
JIOTIOMOT'a, TIOCTKOH(ITIKTHA PEKOHCTPYKIIisl, MKHAPOAHI (DiHAHCOBI IHCTUTYIIII.
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