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ABSTRACT

The article specifies that intensive development of the economy can be achieved by attracting and effectively
using investment resources. Based on the indicator of the level of investment sufficiency, it was established
that, in the period under review, the level of investment adequacy in the country is less than the established
‘threshold’ value, which indicates a shortage of investment funds. The study analysed the dynamics of invest-
ment attraction in agriculture. It was found that the main source of financing for investment is own funds of
enterprises and organizations. However, they are too insufficient to ensure the intensive development of the
economy. An analysis of growth dynamics of the total volume of investment in agricultural enterprises per
100 ha of agricultural land and their financial provision was carried out. Research showed that the increase in
the value of fixed assets is more intensive than the increase in the inflow of investment in fixed assets, which
indicates additional sources of growth in the value of fixed assets. It was noted that the potential sources of
investment resources should be the funds of foreign investors, which currently stand at an extremely low
growth level. A number of negative factors influencing the process of attracting foreign direct investment
were identified. The main current requirements of the Ukraine in the process of integration into the world
economic space, is the formation of a mechanism of investment activity, an important component of which is

the mechanism of investment provision.
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INTRODUCTION

The period 1991-2000, which was characterized by
an almost complete cessation of investment activity
in agriculture, led to destructive processes: a decrease
in the productivity of the industry, deterioration of the
material and technical base, deterioration of the state
of land resources, deterioration of the financial and
production indicators of agricultural enterprises, etc.
Lack of financial resources is a major problem in the

reform of agriculture. Therefore, the establishment of
a stable investment process is becoming significant.

THEORETICAL BACKGROUND

Issues of investment development are extremely rel-
evant today, which is why they are at the centre of
attention of scientists and economists, in particular
M. Odnoroh, O. Feier, N. Patyka, R. Chornyi, V. Klo-
chan, 1. Bezpiata. The analysis of available research
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makes it possible to assert the relevance of this prob-
lem, and therefore requires further consideration.

MATERIALS AND METHODS

In the process of research a set of general scientific
and special methods of scientific knowledge was used,
namely: abstract-logical and dialectical — for theoreti-
cal generalization and formulation of conclusions as
well as monographic and statistical — in analysing the
current state of investment activity of agricultural en-
terprises. The information base of the study consisted
of the reporting data of the State Statistics Service
of the Ukraine, publications on the topic of research
by leading national and foreign scientists, Internet
resources and results of own research.

RESULTS AND DISCUSSION

The economy status of the agricultural sector can
be evaluated by the nature of processes taking place
in the investment sphere. It is a definite indicator
pointing to the general situation within the country
(Odnoroh, 2015). The level of investment adequacy
to ensure economic development is determined by
compliance with the rate of investment in fixed as-
sets in relation to GDP, a satisfactory value of which
should be 25% (Feier, 2016) For the analysed period
2013-2017, the level of investment in the Ukrainian
economy is considerably less than a certain value,
and amounted to 14% in 2014, 13.8% in 2015 and
12.2% of GDP in 2016. This indicates a significant
shortage of investment resources in fixed assets and
an inability to provide the necessary material and
technical basis for the needs of the economy and can
be interpreted as a low interest of investors in invest-
ing in the Ukrainian economy.

Let us analyse the investment activity of Ukraini-
an enterprises in 2013-2017 (Table 1). Thus, in 2014,
the lowest activity of investors was observed, attract-
ing only UAH 219.4 billion in agriculture. However,
in the following years, the volume of investment
dynamically increased and, in 2017, amounted to
UAH 448.5 billion. Due to types of assets, most in-
vestment is made in tangible assets: 2013 — 96.0%,
2014 — 96.6%, 2015 — 93.3%, 2016 — 96.7%, 2017

—96.3% of total volume. In 2017, of the total vol-
ume of investment in tangible assets, an enormous
part was accounted for by machinery, equipment and
inventory — UAH 154,721.7 million (34.5%). For en-
gineering facilities — UAH 78,563.5 million (17.5%),
for non-residential buildings — UAH 65,605.2 million
(14.6%). The least investment resources were allo-
cated to land — UAH 1,994.0 million (0.5%) (State
Statistics Service of Ukraine, 2017b).

The main source of financing capital investment
is own funds of enterprises and organizations, due
to which 68.04% of the total volume was disbursed.
At the same time, the dynamics of changes in the
structure of the sources indicate an increase in this
share, in recent years. And this, in turn, actually testi-
fies to the closed nature of economic recovery and
the strong dependence of the state of investment in
the country on the profits of enterprises and organi-
zations, which is hardly supported by state or credit
resources. The share of loans from banks and other
loans in the total volume of investment is insignifi-
cant, reaching 15.3% in 2013, 10% in 2014, 7.6% in
2015, and 8% in 2017, respectively. The great share
of loans was used to ensure the current activity of
business entities, and not investment activities. This
means that, in the Ukraine, banks fail to act as the
driving force in the redistribution of financial re-
sources for investment purposes. Since 2014, there
was a slight upward trend in the share of state budget
expenditure for financing of capital investments as a
whole, from 1.2% in 2014 to 3.4% in 2017. At the
same time, the share from local budgets grew from
2.7% in 2013 up to 9.3% in 2017, which correlates
with national decentralization policy, during which,
among others, financial resources were transferred.
The share of foreign investor funds is rather low (on
average 2.5%) and there is no significant impact on
the overall state of investment activity in the Ukraine
(State Statistics Service of Ukraine, 2017b).

In 2017, enterprises and organizations absorbed
UAH 448.5 billion at the expense of all sources of
financing of capital investment, which is 25% more
than the volume of capital investment for the corre-
sponding period 2016. A significant share of capital
investment was absorbed by machinery, equipment
and inventory and vehicles — accounting for 47.9%
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Table 1. Indicators of investment dynamics in the Ukraine
2013 2014 2015 2016 2017

Specification % é - g é - E é © % é - % é ©

Capital investments total 267.7 | 100 | 219.4 | 100 | 273.1 | 100 | 359.2 | 100 | 448.5 | 100
Capital investment in tangible assets 257.1 196.0 | 212.0 | 96.6 | 254.7 | 93.3 | 347.4 | 96.7 | 432.1 | 96.3
Capital investment in intangible assets 10.6 | 4.0 7.4 34| 184 | 6.7 | 11.8 | 33 | 164 | 3.7

Capital investment by sources of financing

State budget funds 6.5 24 | 27 1.2 6.9 2.5 9.3 26 | 153 | 34
Local budget funds 7.2 2.7 5.9 27| 143 | 52 | 268 | 7.5 | 41.6 | 93
Own funds of enterprises and organizations | 170.7 | 63.8 | 154.6 | 70.5 | 184.4 | 67.5 | 248.8 | 69.3 | 310.1 | 69.1
Bank loans and other loans 409 | 153 21.7 | 99 | 207 | 7.6 | 27.1 | 7.5 | 29.6 | 6.6
Foreign investors funds 4.8 1.8 56 | 26 8.2 3.0 99 | 27| 108 | 24
Funds for housing construction 283 [10.6 | 22.1 |10.0| 32.0 |[11.7| 30.0 | 83 | 328 | 7.3
Other sources of funding 9.2 34 5.2 2.4 5.6 2.1 5.1 14| 129 | 1.9

Source: State Statistics Service of Ukraine (2017b).

of all investment. UAH 41.4 billion of capital invest-
ment was directed at capital repairs of assets (9.2% of

the total volume).

The volume of investment in fixed capital of agri-
culture in 2017 became a record for the entire history

of Ukrainian independence (UAH 63.4 billion), that
is 1.3 times higher than the indicator for 2016 (UAH

49.66 billion) and 3—4 times — in 2013 (UAH 18.64

Table 2. Dynamics of capital investment in agriculture in the Ukraine

billion) (Table 2). It is believed that such a positive
trend is due to the fact that investors positively assess

Indicators

2013

2014

2015

2016

2017

Deviation

Investment in fixed capital of
agriculture, hunting and related services
(million UAH)

18 639.7

18 388.1

29 309.7

49 660.0

63 400.7

+4 476.1

Indices of increase of investment into
fixed capital of agriculture, hunting and
related services (%)

99.6

98.6

159.4

169.4

127.6

+28

Share of investment in fixed capital of
agriculture, hunting and related services
from the total volume (%)

7.0

8.4

10.7

13.9

14.1

+7.1

Investment in fixed assets of agriculture,
hunting and related services per capita of
rural population (UAH)

1308.1

1305.1

2211.0

3769.1

4 838.9

+3 530.8

Source: compiled by the authors on the basis State Statistics Service of Ukraine (2017b).
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the level of profitability of their investment in the fu-
ture. Positive dynamics of investment growth indices
throughout the study period are also observed.

Investment in agriculture, in the Ukraine, are
mainly directed to increase fixed capital (in construc-
tion, purchase of equipment, etc.), which is reflected
in the growth of indices of stock protection. In Figure
1, the growth dynamics of total investment in agricul-
tural enterprises per 100 ha of agricultural land and
their financial provision can be seen.

From Figure 1, it is clearly visible that the in-
crease in the value of fixed assets was more intensive
than the increase in the inflow of investment in fixed
assets, which indicates additional sources of growth
in the value of fixed assets, including the influence
of inflation processes, which significantly devalues
money investment receipts and facilities.

In addition, one cannot ignore the accumulative
nature of direct investment, which, before reaching a
certain critical volume, is characterized by increasing
returns.

An important aspect of the dynamics in Figure 1
is also an opportunity to identify the time lag of in-
vestment impact in fixed assets on value (often in-
vestment that comes in the base year, due to a long
period of development, increase the value of fixed
assets in the year following the base one) (Chornyi,
2013). Most clearly, such a lag can be traced back to
2015-2016, when a sharp increase in the inflow of
investment in fixed assets of agricultural enterprises
in 2015 led to an increase in the value of fixed assets
of research facilities in 2016.

The attraction of financial resources of foreign
investors is important for the development of a coun-
try’s economy and agriculture, in particular (Table 3)
In general, a positive trend in attracting foreign direct
investment (FDI) is observed, though its growth is
very low. Thus, the growth of FDI (from countries of
the world in the Ukraine) to GDP in 2015 was —1.6%,
in 2017 the figure rose to 0.7% at a threshold of 5%.
Such results are due to the fact that GDP grows faster
than FDI volume. Along with a lack of activity of do-
mestic investors, a significant threat to the economic
security of the Ukraine is the monopolization of for-
eign capital of strategic sectors of the economy, as
can be seen indirectly by an increase in the share of
FDI (from the countries of the world) in GDP from
31.1in 2013 to 51.9 in 2015.

In 2017, the share of FDI decreased to 33.7%,
which is 5 times higher than the threshold. The share
of FDI in GDP per capita in 2017 was 5.1% (State
Statistics Service of Ukraine, 2017a). This means that
for the time being, agricultural production remains an
insufficiently attractive industry for a foreign investor
seeking to get a return on investment in the shortest
possible time. Therefore, what is more promising for
them is not the production of agricultural products,
but their processing.

The unfavourable investment climate in the
Ukraine is the main reason for a lack of strategic
foreign investment. It determines the expectations
of strategic investors, especially in terms of attract-
ing medium and large capital. What is more, there is
an uncertainty about further cooperation from inves-
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Figure 1. The ratio of investment in fixed assets to the value of fixed assets per 100 ha of agricultural land

Source: compiled by the authors on the basis of State Statistics Service of Ukraine (2016).
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Table 3. The dynamics of attracting foreign direct investment in the Ukraine

1 0,
Investment volume (USD million) FDLin GI.)P (%) o
Specification GDP growth in FDI (%)
2013 2014 2015 2016 2017 2013 | 2014 | 2015 | 2016 | 2017
FDI from the world in 31.1 | 447 | 519 | 404 | 33.7
the economy of Ukraine 517053 | 53704.0 | 40 725.4 | 36 154.5 | 37 513.6 16 20 |-156 | —s.1 12
. . . 4.4 7.4 6.1 4.7 5.1
including agriculture 717.8 776.9 617.0 502.2 586.2 0.4 06 | 16 | _1.1 0.7
FDI from the EU
countries in the 411323 | 41032.8 | 31 046.9 | 26 405.6 | 26 203.6 229 1 40.2 1 372 1 29.6 | 235
. 1.2 | 0.1 |-12.0| =52 | -0.2
economy of Ukraine
. . . 32 53 43 32 3.5
including agriculture 505.8 552.9 431.7 336.8 402.4 0.1 06 | 12 1 09 0.6

Source: compiled by the authors on the basis of State Statistics Service of Ukraine (2017a).

tors who have already invested in agriculture in the
Ukraine (Patyka, 2018).

For most domestic agricultural enterprises, the
source of investment is own funds (depreciation
charges, profits), but for a more effective financial
provision, it is necessary to apply raised funds as
well as state and local budgets. After all, in condi-
tions of proper state support, agrarian production has
all the real opportunities to form sufficiently high
macroeconomic indicators. What is important is the
regulation of financial relations both at macro- and
micro-levels. This problem is especially acute in the
agrarian sector of the economy, since the correspond-
ing conditions for its proper financing have not been
created at a macro level. Tax and credit policy of the
state undermine the opportunities for market develop-
ment of agriculture, since tax burdens, lack of credit
resources and lack of necessary subsidies do not al-
low it to develop effectively (Klochan and Bezpiata,
2016).

To accelerate the process of modernization of
agriculture and the production of competitive prod-
ucts, governments of countries with developed mar-
ket economies provide special preferential terms for
investment lending. In particular, the interest rate
of soft loans, depending on the conditions of agri-
cultural production, is from 3.1 to 8.9%. Privileged
borrowers (cooperatives on the use of technology)

PART 4. Impact of the financial sector on agriculture, food industry and rural areas

enjoy a soft loan with an interest rate from 4.1 to
4.35%.

One of the directions of activation of investment
activity in agriculture abroad is the taxation mecha-
nism, which includes: taxes on profits (net income)
of companies; real estate, in particular land; invest-
ed capital, or an increase in fixed capital; additional
costs; social insurance of hired labour; excises. In
total, these taxes amount to 2.5-6% of all farm ex-
penditures, of which about half are for two taxes:
profits and real estate. Reforms of the tax system that
provide incentives in developed countries promote
active tax incentives for STPs requiring additional
capital investment (Romanchuk, 2016).

As for the Ukraine, in order to improve environ-
mental attractiveness for foreign investors, it is nec-
essary to use world experience and gradually reduce
the tax burden, adapting it to its specifics and devel-
opment conditions. It is important to create such con-
ditions that will make tax evasion impossible, and as
a result, revenues to the state budget will increase.

For further improvement of investment activity
in the Ukraine, the current issue requiring attention
is the improvement of the legal and organizational
framework in order to increase the capacity of mech-
anisms to ensure a favourable investment climate and
the formation of a basis for the preservation and im-
provement of national economy competitiveness.
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CONCLUSIONS

An important condition for ensuring the effective de-
velopment of agricultural enterprises is the availability
of sufficient investment. As shown by the analysis for
2013-2017, the total volume of investment in agricul-
ture is steadily growing. However, its growth is very
low and does not even provide a simple reproduction
of fixed assets. It is known that for macroeconomic
stabilization, the country requires capital investment
inthe country’s economy at a level of 19—25% of GDP,
while in 2017, it was 15%. Therefore, agricultural en-
terprises are acutely lacking financial resources and
are constantly searching for both internal and external
sources of investment. Due to the lack of funds in the
budgets of central and regional authorities, the state
virtually stands aside from investment processes. The
share of foreign direct investment in agrarian produc-
tion is extremely small and there is no significant
impact on the state of its functioning and it does not
contribute to the solution of development priorities.
A significant threat to the economic security of the
Ukraine is the monopolization of foreign capital by
strategic sectors of the economy, which may be indi-
rectly indicated by the growth in the share of FDI in
2017, which was up to 33.7%. To attract investment,
first of all, it is necessary to solve the problems of
macroeconomic stabilization and activate all the le-
vers of economic regulation of investment activity.
Therefore, one of the necessary areas of action con-
cerns an effective investment policy, aimed at large-
scale attraction of external sources of investment, a
balanced state investment policy in agriculture and

an increase in investment attractiveness as the main
tasks of the Ukrainian government, with the aim of
bringing the agrarian sector out of financial, material
and technical crisis.
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