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FINANCING OF THE AGRO-INDUSTRIAL COMPLEX IN THE CONTEXT
OF THE IMPLEMENTATION OF INTERNATIONAL EXPERIENCE

Abstract. The situation on the market of bank crediting of agricultural enterprises is
analysed. Have been identified the key reasons for the low efficiency of the current mechanism of
lending by banks to the agro-industrial sector. The key shortcomings in the system of financing the
enterprises of the agro-industrial complex are revealed. The investment attractiveness in Ukraine is
considered and specified in the dynamics by regions. The volumes of financing the activity of agro-
industrial enterprises in Ukraine by sources of income are analysed. It is proved that effective
financing opens wide opportunities for the development of enterprises in the agricultural sector.

In the study general and specific economic methods, as well as a basic research approach,
which allowed us to determine the economic nature of the financial sector and the scope of
financing of agricultural enterprises are used. The financial instruments of the agricultural
enterprise use of which will promote the achievement of the European standards are offered.
Scientifically substantiated recommendations on the directions of application in Ukraine of the
international experience of stimulation of the financial activity of subjects of the agro-industrial
complex are entered. In developed countries, a rich arsenal of support tools is used to support
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financial activities in the agro-industrial complex. A list of the most common tools for such support
used in developed countries is given. It is noted that the solution of problems of financial support
for the development of the agro-industrial complex should be carried out on the basis of studying,
generalizing, and taking into account the best international experience. The world experience of
financing the agricultural sector of the economy and the peculiarities of the distribution of state
subventions for the development of agricultural production are studied. The scientific novelty of the
obtained results is represented by a set of theoretical and practical aspects of the study, namely
proposals for the current state of lending to agriculture and recommendations for the use of new
financial instruments in the context of the implementation of international experience.
Keywords: crediting, financial sector, agro-industrial complex, international experience.
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®IHAHCYBAHHS ATIK Y KOHTEKCTI IMIIJIEMEHTAIIII
MIZKHAPOJIHOI'O AOCBIAY
Anortanisi. [IpoanamizoBaHo CHTyallil0 Ha pPUHKY OaHKIBCBKOTO KpEIUTyBaHHS
CITBCHKOTOCTIONIAPCHKHUX IMIAMPUEMCTB. Y CTAaHOBJICHO KIIIOYOBI MPUYMHU HHU3BKOI €(PEKTHUBHOCTI
YHHHOTO MEXaHi3My KpeIuTyBaHHS OaHKaMH arpormpoOMHECIOBOTO CEKTOpy. BUsBIIEHO KITIOYOBI
HEJIOJIIKM B CHCTeMi (piHAHCYBaHHS IIIMPUEMCTB arponpOMHUCIOBOTO KOMIUIEKCY. Po3risiHyTo
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IHBECTULIIHHY NpUBAOMUBICTG B YKpaiHi Ta KOHKPETH30BaHO B JWHAMIIl MO 0OOJNacTsX.
[IpoananizoBano obcaru ¢inancyBanus AisuibHOCTI nmignpuemcts AIIK B Ykpaini 3a mkepenamu
HaaxomkeHHs. JloBeneHo, mo edexTuBHE (iHAHCYBAaHHS BIIKPUBAE MIMPOKI MOMKIMBOCTI ISt
PO3BUTKY MiIIPUEMCTB arpapHOTO CEKTOPY.

VY nocnikeHHI BUKOPUCTAHO 3arajlbHOHAYKOBI Ta KOHKPETHI €KOHOMIYHI METOJIH, a TaKOX
0a30BHI TOCHITHUIIBKUN MiAXIJ, SIKAH J03BOJMB BU3HAYUTH €KOHOMIYHY HpUpoay (iHAHCOBOTO
ceKTopy 1 cdepy (piHaHCYBaHHS arpapHUX MIANPHEMCTB. 3alpONOHOBAHO (PIHAHCOBI IHCTPYMEHTH
arpapHoro MiANpueMCTBA, BAKOPUCTAHHS SKUX CIPUATUME JOCATHEHHIO €BPONEHCHKUX CTaHAAPTIB.
BraeceHo HaykoBO OOTpYHTOBaHI pEKOMEHJAIlli MI00 HAMpsMiB 3acTOCyBaHHS B YKpaiHi
MDKHapOAHOTO JIOCBiy CTHMYJIIOBaHHS (DIHAHCOBOI IisSUTBHOCTI CYO’€KTIB arpornpoMHCIOBOTO
KOMILIEKCY. Y PO3BHHYTHUX KpaiHaX JJIsl MATPUMKHU (iHAHCOBOI AISIIBHOCTI B arpONPOMHUCIOBOMY
KOMILJIEKCI BUKOPUCTOBYEThCSI OaraTuii apceHana I1HCTPYMEHTIB MiATpUMKHU. [lomano mnepemik
HaMOLIBII PO3MOBCIOKEHUX IHCTPYMEHTIB TAaKO1 MIATPUMKH, 110 3aCTOCOBYIOTHCSI B PO3BHHYTHX
KpaiHax. 3a3HaueHo, M0 pO3B’s3aHHSA MpolieM (iHAHCOBOrOo 3a0e3MeueHHs] PO3BHUTKY
arpoIrpoMHCIOBOIO KOMIUIEKCY JOLUIbHO 3JIHCHIOBATM HAa OCHOBI BHMBYEHHS, Y3arajJlbHEHHS 1
BpaxyBaHHSl Kpalmloro MiXKHApOJHOTO JocBimy. JlocmimkeHO CBITOBHM 10cBiA (hiHaHCYBaHHS
arpapHoOro CEeKTOpy EKOHOMIKM Ta OCOOJMBOCTI PO3MOJULY AEp:KaBHUX CYOBEHLIH Ha PO3BHTOK
CLTBCHKOTOCTIONAPCHKOT0 BUPOOHUIITBA. HaykoBa HOBH3HA OTPHUMAHMX PE3yJbTaTiB MpEACTaBlIEeHA
CYKYITHICTIO TEOPETHYHHMX 1 MPAKTHYHHX AaCMEKTiB JOCITIKCHHS, a caMe MPOIMO3MINSIMHA MO0
cy4yacHoro crany kpeautyBanHsi AITK 1 pekoMeHmaIissMu 111010 BUKOPUCTAHHS HOBUX (piHAHCOBHMX
IHCTPYMEHTIB Y KOHTEKCTI IMIUIEMEHTAIlli MI)KHAPOJAHOTO TOCBITY.

Knwuosi cnosa: xpenutyBaHHs, (IHAHCOBHI CEKTOp, arpOINPOMHUCIIOBUI KOMIUICKC,
MIKHApPOIHUMA TOCBIJ.

®dopmyr: 0; puc.: 5; Tabmn.: 2; 6i6:.: 16.

Introduction. The development of the agro-industrial complex is one of the main factors in
the rapid and effective integration of Ukraine into the international economic community. It is
possible to realize the powerful potential of the agricultural complex only with the active financial
support of the agro-industrial complex.

It is expedient to solve the problems of investment support of the development of the agro-
industrial complex on the basis of studying, generalizing, and taking into account the best
international experience. This is due not only to the fact that in the process of research it is possible
to study the experience of leading countries and on this basis to carry out the formation and
implementation of financial support for investment activities in the agro-industrial complex,
avoiding possible risks. First of all, it should be borne in mind that Ukraine is trying to integrate
into the world economy, and therefore in order to create attractive business conditions for various
economic activities, including in the field of agro-industrial production, it is important to use
various tools of investment regulation (legal norms, rules, standards of investment activity).

Analysis of recent research and problem statement. The problem of effective financing
of the agro-industrial complex is deeply considered in the articles by M. Demianenko [1],
M. Dziamulych [2], L. Katan [3], I. Kolodiazhna [4], G. Korniichuk [5], A. Lutsenko [6; 7],
A. Mykhailov [8], I. Sviderska [9], S. Khalatur [10], O. Stashchuk [11], V. Yakubiv [12]. Thanks to
their efforts, the credit market was analysed, international experience and prospects for the
introduction of new financial lending instruments in Ukraine were outlined. In particular,
Onyschenko [13] proposes the author’s position on the vision of the modern development of bank
lending as a basis for financial intermediation in Ukraine. Despite the sufficient theoretical basis of
research on agribusiness lending, the presented research does not allow to determine the range of
stimulating factors for the development of financing of agricultural producers using international
experience. The need for analysis and development of lending to the agricultural sector remains in
the field of view of researchers and analysts constantly. All this forms a scientific and practical
interest for further study.

The purpose of the article is to study the features and prospects of financing the agro-
industrial complex implementing international experience.
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Research results. Access to financial resources is an important factor in the development of
agriculture and farming. Today, the agricultural sector plays an important role in the development
of Ukraine’s economy. The impact of globalization processes, transformational changes, and
pandemics has brought the agricultural sector to a new level of development, where the leading role
is given to agricultural producers. However, the question of the financial capacity of agricultural
enterprises in domestic and foreign markets, further development of the agricultural sector of the
national economy remains open.

The system of mortgage lending combines the real estate market and the financial market,
therefore, it is characterized by the risks of these markets: market, credit, and operational risks, as well
as liquidity and refinancing risks. In order to minimize the effects of their impact, it is expedient to
develop a set of measures and methods for their minimization in terms of their species [14].

Various ratings speak eloquently about the state of the investment climate in Ukraine and
business expectations. A general study by the World Bank and IFC on business conditions has
recently been published.

The highest outflow of investments was in the sphere of Ukrainian industry — almost
1.6 billion dollars. At the same time, investments are focused on finance and insurance, IT, as well
as professional, scientific, and technical activities. In the first quarter of 2020, investments from
Cyprus decreased by $ 1.4 billion, from Germany — by 427.5 million, from the Netherlands — by
178.4 million. At the same time, investments from Switzerland increased by 112.1 million, from
Poland — by 48 million, from France — by 45 million, from Austria — by 38.5 million. The main
investors in the agro-industrial complex of Ukraine, including agriculture are Cyprus, the USA,
Germany, France. Foreign direct investment in Ukraine during 2019—2020 is shown in Fig. I,
Table 1.

Agriculture, forestry, fisheries

mn Inflow of DI 2019
* Outflow of DI 2020

*36.3
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278.44
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Construction Wholesale and retail trade, repair of motor vehicles
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Fig. 1. Foreign direct investment in Ukraine 2019—2020, million dollars USA
Source. [15].
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Table 1
Direct investments of major foreign investors in agriculture, hunting, forestry of Ukraine
2019 2020
Country million dollars USA | 7% (® 1t1£1§1ga::1c(:1l;?1:re million dollars USA | 7010 ¢ ga::lc(::;gfre
Cyprus 162.3 14.57 283.6 30.43
Germany 464.2 41.67 37.1 3.98
Netherlands 201.5 18.09 23.2 2.49
Austria 43.4 3.90 81.7 8.77
Great Britain 74.9 6.72 120.9 12.97
Poland 100 8.98 148 15.88
USA 46.0 4.13 58.1 6.23
Sweden 0.6 0.05 112.6 12.08
France 21.1 1.89 66.7 7.16
Total 1114 100 931.9 100

Source: calculated by the author according to the [15].

Activities in the agricultural sector of Ukraine are carried out on the basis of various sources
of funding. Among the most widely used in Ukraine are the following: own sources, state budget
expenditures, local budgets, investment revenues, and other sources of funding.

The volume of financing the activities of agricultural enterprises in Ukraine in 2019—2020

has decreased significantly (Table 2).

Table 2
Volumes of financing the activities of agricultural enterprises in Ukraine
by sources of income, %
Year Total costs, Including from sources,%
UAH billion own state local other
2019 55.25 71.4 3.5 7.8 17.3
2020 36.44 69.2 6.0 8.7 16.2

Source: calculated by the author according to the [15].

In 2020, there is a negative trend in the agro-industrial sectors of Ukraine’s economy, the
amount of funding has reached its critical limit — 36.4 billion UAH, which is 34% less than in
2019. It should also be noted that in 2019—2020. Financing of activities by 85—90% was formed
at the expense of own and other sources. Therefore, funding from the state and local budgets was
used in this period by 10—15%, which indicates insufficient funding in this area.

Financing of agriculture in Ukraine and in many countries of the world is based on a
combination of such levers as state support and financial instruments. Among the most common
financial instruments are bank lending, agricultural insurance, promissory notes, lending for
software products, leasing, agricultural receipts, forwards, bonds, letters of credit, guarantees,
factoring, venture funds, foreign investment, business angels, business incubators crowdfunding,
private grants.

Of the total number of authorized banks that signed a Memorandum on General Principles
of Cooperation from the Ministry of Economy (36 banks), 33 banks took part in providing
compensation for loans. Most loans were provided by the following banks: Raiffeisen Bank Aval
(UAH 112.2 billion, of which UAH 8.5 billion was reimbursed), Credit Agricole Bank (UAH 8.9
billion, of which UAH 1.4 billion was reimbursed), OTP Bank (5.2 UAH billion, of which UAH
1.6 billion was compensated), ProCredit Bank (UAH 3.9 billion, of which UAH 3 billion was
compensated), Oschadbank (UAH 2.6 billion, of which UAH 2.5 billion was compensated),
Privatbank (UAH 1.7 billion, all of which was reimbursed) and Ukreximbank (UAH 1.6 billion, of
which UAH 1.4 billion was reimbursed) (Fig. 2). The average interest rates of banks, at which
agribusiness entities attracted loans, were 18—22% per annum.
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89 PJSC «Crédit Agricole Bank»

OPJSC «Raiffeisen Bank Avaly

PJSC «OTP Bank»

" PJSC CB «PrivatBank»
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Fig. 2. The volume of loans granted to agricultural producers, banks in 2020, UAH billion
Source. [15].

Top-5 leaders among the regions where the most compensated loans — Odesa (91.6 million
UAH), Kharkiv (71 million UAH), Ternopil (68.9 million UAH), Vinnytsia (66.5 million UAH),

and Cherkasy (65, UAH 4 million) of the region (Fig. 3).

0 T T T . T - 1

Odesa Kharkiv Ternopil Vinnytsia Cherkasy

100 91.6
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80
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40
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Fig. 3. Top-5 leaders among the regions where the most compensated loans

to the agro-industrial complex, 2020, UAH million
Source. [15].

More than 4.2 thousand borrowers who applied to authorized banks received targeted budget
funds. The total amount of loans attracted by such entities amounted to over UAH 143.5 billion, of
which UAH 24.8 billion was offset by budget funds, including: a) by types of loans: short-term —
UAH 11.6 billion (46.7%); medium-term — UAH 6.1 billion (24.7%); long-term — UAH 7.1
billion (28.6%); b) by type of activity of borrowers: livestock industry — UAH 4.5 billion (18%);
other industries — UAH 20.3 billion (82%).

AIC enterprises, as special subjects of the financial market, are in constant search of various
financial resources.

In modern conditions such instruments as agricultural receipts have become widespread in
Brazil and Serbia. But what if Ukraine has a common problem with these countries such as the
inaccessibility of bank loans for small and medium-sized agricultural producers so using such an
instrument is quite appropriate [16].
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Bank lending
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Fig. 4. Financial instruments of an agricultural enterprise

Thus, receipts have already helped agricultural producers to obtain funding in the amount of
more than 32 billion hryvnias. However, in a period of global climate change and given the
continued development of the agricultural sector, it is important to provide farmers with a wider
range of tools to attract additional funding.

Thanks to the joint efforts of the public, public and private sectors, agricultural receipts have
become one of the most common and convenient financing instruments in agriculture. The
agricultural receipt should be transformed from a commodity management document into securities
transactions, which will significantly expand the opportunities of farmers to attract additional funds.

The first international agricultural receipt was issued by an agricultural producer from
Chernihiv region for the supply of 10,000 tons of corn for the next harvest.

The first international financial agricultural receipt was issued by an agricultural producer
from Lviv region in the amount of $ 50,000 secured by 140 tons of future rapeseed harvest.

New business opportunities from the use of agricultural receipts (Fig. 5):

— the opportunity to attract borrowers from the livestock and processing sectors, as well as
cooperatives;

— transparent taxation, as creditors will be able to include agricultural receipts in their
operating activities;

— convenient refinancing of loans by selling agricultural receipts, even at a discount;

— further securitization of agricultural receipts and creation of a liquid secondary market;

— lower cost of issuing agricultural receipts;

— expansion of collateral options for different categories of agricultural products that can be
pledged under agricultural receipts.

Taking into account foreign experience, Ukraine is trying to use financial instruments in
shaping its own modern agricultural policy. However, it should be understood that each country
builds its own methods and tools of financing the agricultural sector, taking into account certain
features of its territorial development and functioning. They are, in most cases, focused on
maximizing the protection of the domestic producer and supporting him in both domestic and
foreign markets.
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Fig. 5. Business model on agricultural receipts

An example of the use of financial instruments in the United States in the agricultural sector
is lending, which has become part of public policy. In addition, there are intermediary structures in
the country that directly provide producers with loans and other financial services: the Farmers
Service Agency, the Commodity Credit Corporation, Farmers Guarantee Funds for lending and risk
insurance support, cooperative banks, and other institutions.

Similar financial institutions also operate in France, Japan, the Netherlands, and Israel,
where most financial transactions in the agro-industrial complex are carried out through the
involvement of specialized banks.

Also in the United States, among business measures to support agribusiness, «business
incubators» and venture funds are of particular interest. The main purpose of «incubatorsy» is to
support innovative small businesses, help entrepreneurs who want but cannot start their own
businesses.

An important area of state innovation policy, which is carried out at the federal government
level, is to attract private capital to finance it. It is sold mainly through venture funds.

In France, there is also a regional network of various centres, organizations for technology
transfer, such as the already mentioned “incubators”. SOFARIS Special Joint Stock Company,
which includes 12 regional offices and commercial banks, provides support to small businesses in
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the field of equipment modernization and international cooperation, in addition, has a special fund
for lending various research projects, development of new products with their introduction to the
market.

China and the United Kingdom use one of the tools for fast lending — forfaiting, which has
become widely used in recent years. These enabled commodity producers to increase their own
competitiveness, solvency, liquidity, accelerate capital turnover, as well as minimize the number of
receivables.

International invoicing has become widespread in Belgium and the Netherlands, where the
domestic market is small. These countries are rapidly developing both export factors and import
factors, which collect information about debtors for exporters from other countries. It is also worth
noting that Europe today is the undisputed leader in the provision of factoring services. In addition,
factoring is developing rapidly in Asia.

Conclusions. Foreign experience shows that each country in the process of forming
financial sources uses a variety of financing instruments. In particular, today external financial
instruments have been formed, to which special attention should be paid, such as attracting business
incubators, business angels, financing from a venture fund, forfeiting, factoring, etc. Of course, each
of the financing instruments plays an important role in the economic activity of the producer and
can become a priority for agribusiness.

Thus, the study of international experience in financing producers makes it possible to
identify the following set of effective mechanisms that can be used to improve the practice of
agricultural lending in our country:

— the development of agricultural finance and credit markets is characterized by an
evolutionary type of transformation aimed at expanding farmers’ access to credit and other financial
services;

— agricultural credit becomes integrated into the national system of services offered in the
financial market;

— the state cannot effectively distribute credit because there is no appropriate infrastructure,
and in most cases — and experience;

— financial intermediaries have a limited interest in financing agricultural entrepreneurs and
are therefore not at all interested in taking the risk of possible non-repayment of a soft loan.

It is not possible to significantly increase the efficiency of financing in agriculture by using
only one instrument or one policy direction. A comprehensive approach is needed to overcome the
problems that hinder lending to agriculture, taking into account the specifics of the state. The
consistency of agricultural policy and the adoption of relevant legislation and other regulations play
a significant role in this.
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