OIHAHCOBO-KPEAUTHA AIANBHICTb: MPOBJIEMW TEOPIT I MPAKTUKM 2022 N2 1 (42)

UDC 631.164
Gutsul T.
Ph. D. in Economics,
Associate Professor of the Department of Economics,
National University of Life and Environmental Sciences of Ukraine, Kyiv, Ukraine;
e-mail: gutsul tetiana@nubip.edu.ua;, ORCID ID: 0000-0002-1826-240X
Orozonova A.
Ph. D. in Economics, Associate Professor,
Dean of the Kyrgyz European Faculty,
Kyrgyz National University named after Jusup Balasagyn, Bishkek, Kyrgyzstan;
e-mail: azyk.orozonova@gmail.com; ORCID ID: 0000-0001-6877-7674
Mpytrofanova H.
Doctor of Economics, Associate Professor,
Head of the Department of Innovation Management and Financial Analytics,
Alfred Nobel University, Dnipro, Ukraine;
e-mail: gglukha@duan.edu.ua;, ORCID ID: 0000-0002-8944-143X
Artiukh T.
Ph. D in Economics, Associate Professor,
Production and Investment Management Department,
National University of Life and Environmental Sciences of Ukraine, Kyiv, Ukraine;
e-mail: tadltad2@ukr.net; ORCID ID: 0000-0002-5603-7211
Kravchenko N.
Ph. D. in Historical Sciences, Associate Professor,
Associate Professor of the Department of International Relations and Social Sciences,
National University of Life and Environmental Sciences of Ukraine, Kyiv, Ukraine;
e-mail: natalykyiv@i.ua; ORCID ID: 0000-0001-8776-000X

EUROPEAN AND NATIONAL DIMENSIONS OF INVESTMENT

IN AGRICULTURE IN THE CONVENTION OF THE COVID-19 PANDEMIC

Abstract. The article examines the types of risks and negative impacts posed by the Covid-
19 pandemic for the agricultural sector. It is determined that the main risks are: economic,
environmental, social, informational, political, technological. It is investigated that investments in
agriculture have their differences. They are primarily manifested in human performance, as in other
sectors of the economy, in agriculture, they are also reflected in the natural potential, which under
different conditions makes their operation more capital-intensive with long-term profits. It is
estimated that over the last year, capital investment in the agricultural sector has fallen significantly,
primarily due to restrictions imposed by the country’s leadership in 2020 and the stagnation of the
entire industry. State regulation of the investment process in agriculture and other branches of the
agro-industrial complex is carried out through state programs to support prices for agricultural
products and income, the organization of state control and the system of national standards. High
investment attractiveness of the industry is a key factor in increasing its competitiveness, ensuring
high and sustainable economic growth, thanks to the transparent mechanism of investment in
agriculture, it has a chance to start sustainable development, leading to innovation, which in turn
provides transformation. in the modernization of technical, technological, and organizational base
of agricultural production. The list of programs of state support of agricultural producers and the
amount of funding is presented. It is highlighted that at the current stage of sustainable development
of agriculture in the European Union, potential risks and threats include the following key factors:
climate change and environmental change; reducing the diversity of the biosphere; high rates of
population growth in European countries and growing demand for food; reducing the efficiency of
agribusiness due to unforeseen factors (epidemics, socio-economic conflicts, etc.). The priority
directions of the state institutional support of the investment climate in the agricultural sector in the
near future are presented. It is determined that the main guidelines for domestic agricultural
producers should be the programs that are currently of most interest to European investors.
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€BPOINENCBHKUI I HALLIOHAJIbHUI BUMIPU IHBECTYBAHHS
B CLJIbCHbKOMY 'OCIIOJAPCTBI B YMOBAX MAHJEMII COVID-19

AHoTanisi. JlocmiKeHO BHWAM PHU3MKIB 1 HETaTMBHUX BIUIMBIB, SKI Hece MaHIAEMIs
COVID-19 nns cibChKOTOCIIONAPCHKINM Taly3i. Bu3HAa4YeHO, 10 OCHOBHUMH pPHU3UKAMH €:
€KOHOMIYHi, €KOJIOTIYHi, CcoIlianbHi, iH(OpMaIliiiHi, MOMITHYHI, TeXHonoriyHi. JlocmimkeHo, 1o
THBECTHIIIT B CUIbCBKE TOCIOIAPCTBO MAKOTh CBOT BiIMIHHOCTi. BOHM mepIn 3a Bce MPOSIBISIOTHCS B
JIOJICHKIN Tpale3gaTHOCTI, K 1 B 1HIIMX Tally3sX €KOHOMIKH, Y CiIbCBKOMY TOCIIOJApCTBi, BOHU
BiZJOOpaXXaroThes 1€ ¥ y MPUPOJHOMY MOTEHIIIaMI, 0 3a PI3HUX YMOB pOOUTH iX (PYHKI[IOHYBaHHS
OUTBIII KaIiTaJOMICTKOI 3 MPUOYTKaAaMU B JIOBFOCTPOKOBIM NepcrnekTuBi. Bu3HaveHo, mo 3a
OCTaHHIM PIK KUIBKICTh KaIiTaJbHUX I1HBECTUIIH Yy CLICHKOTOCTIONAPCHKY Tally3b 3HAYHO
3MEHIIIMJIACh, TMEPEayCiM 1€ MOB’I3aH0 3 OOMEKEHHSIMH, SKi OyJM BBEACHI KEPIBHUIITBOM KpaiHH
2020 poky, Ta 3acToeM yciei ramysi. Bucoka iHBECTHINIfHA MPUBAOIMBICTh Tady3l € KIOYOBHM
(dakTOpOM MiABUINEHHS 1i KOHKYpPEHTOCIPOMOXKHOCTI, 3a0€3MeYeHHs] BUCOKOTO Ta CTIHKOTO
eKOHOMIYHOTO 3pOCTaHHs. 3aBISIKM PO30POMY MEXaHi3My 1HBECTYBAaHHS B CIIILCHKE TOCIIOAAPCTBO
BOHA Ma€ INAHC pPO3MOYATH CTAIMH PO3BUTOK, IO BEJC JIO IHHOBAIlM, a Iie, Y CBOKO Yepry,
3a0e3neuye TpaHchopmalliro B MOJEpHI3allif0 TEXHIYHOI, TEXHOJOTIYHOI Ta OpraHizalfiiiHoi 0a3u
CLITBCHKOTOCTIOAAPCHKOTO BHPOOHMIITBA. [IpeacTaBieHO Mepeltik mporpam Aep KaBHOI MiIATPUMKH
BUPOOHHUKIB CLILCHKOTOCIONAPCHKOT MPOIYKIi Ta oOcsr ¢inancyBanHs. Bucitineno, mo Ha
CyyaCHOMY €Talli CTaJoro pO3BUTKY CUIBCBKOTO rocmomapctBa B €Bporelickkomy Corosi
MOTEHIIIHI PU3MKU 1 3arpo3W BKIIOYAIOTH Taki KIOUYOBI (akTopw: 3MiHA KJIiMaTy 1 3MiHa
HABKOJIMIITHBOTO CEPEJIOBHINA; 3MEHIIIECHHSI PI3HOMAaHITHOCTI OlocdepH; BUCOKI TEMITH 3POCTaHHS
HACEeJICHHA y KpaiHax €Bpomu 1 3pOCTaHHS MOMHUTY Ha TPOAYKTH XapUyBaHHS, 3HIDKCHHS
eheKTUBHOCTI arpo0i3Hecy uepe3 HemepembaueHi ¢akropu (emigemii, coIiaabHO-€KOHOMIYHI
KOHQIIKTH TOmIO). [IpencTaBneHO NpIOPUTETHI HANPSAMHU JEP>KABHOI IHCTHTYIIHHOI MiITPUMKH
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IHBECTUIIMHOTO KJIIMaTy B CUIbCHKOT'OCIIOAAPCHKY Taily3b HaWOMMX4uM yacoMm. BuzHadeHo, mio
OCHOBHHMMH OpIEHTHPAMHU ISl BITYM3HSAHUX CLIIBIOCTIBUPOOHHKIB MalOTh CTAaTH MPOrpaMH, sIKi 3apa3
HaNO1IbIIE HIKABISATh €BPONEHCHKUX 1HBECTOPIB.

Knwuoei cnoea: puHOK, CUIbCbKE T'OCHOIAPCTBO, 1HBECTHUIIl, PEeryJIOBaHHS, MiATPUMKA,
JeprkaBa, MPOTYKITis.

®opmy: 0, puc.: 2; Tabm.: 2; 616m.: 17.

Introduction. At the current stage of world development, the government’s priority is to
overcome the consequences of the global economic crisis caused by the SARS-CoV-2 coronavirus
and to prevent food shortages in the domestic market. Agricultural companies are the main element
of the country’s food safety system. Therefore, support for such producers in the post-pandemic
period is extremely important and essential, especially under conditions of limited budgetary
resources. Agriculture is one of the branches, on the development of which depends on the
development of the whole Ukrainian economy. It is the production potential of the agrarian sector
that should become the starting point of economic recovery, increase of investments efficiency,
innovation, and social activity of the country.

Currently, agricultural production is not an attractive target for investment. The problem of
attracting investments remains very important, its solution can become one of the main factors of
the revival of agro-industrial production and ensuring the competitiveness of its products.
Investments in the main funds will ensure the systematic renewal and development of the material
and technical base of agricultural companies and the improvement of rural infrastructure. Therefore,
the issue of attracting investment in agriculture remains relevant and is one of the key issues of
economic development.

Study analysis and problem statement. The study of the investment dimension in the
agricultural sector is devoted to a large number of scientific works among domestic scientists,
among them, it is necessary to note L. O. Kustrich [1] noted that to organize the attraction and
development of investment funds it is necessary to apply methods of regulation aimed at improving
the efficiency of investment activity, which must correspond to the appropriate level of
development (cycle) of the national economy. Issues of regulation of investment activity in
agriculture are of key importance for the realization of the national goals and interests of Ukraine.
The scientist Yu. V. Masiuk [2] noted that nowadays agricultural production works in extremely
difficult conditions, it is affected by military actions in the east of the country, the destruction of
much of the agricultural land, significant devaluation of the national currency, and galloping
inflation is a consequence of several — increased costs in times.

The key point in solving the main task of restoring the pace of economic growth, including
the creation of basic conditions for sustainable socio-economic development of the country in the
medium term is, as emphasized by M. Umarova, the transfer of the economy from the consumer
format to the investment format. In the strategy of investment activity an important role is played by
a reasonable choice of investment areas — how much it will meet the future national interests of the
Kyrgyz Republic [17].

According to the author’s position of the researcher «creating conditions for the expanded
attraction of foreign investment and financing the necessary costs for the structural adjustment of
the economy is one of the main objectives of the foreign economic policy of the Kyrgyz Republic.
according to the author, the state should play an active role in creating a favorable investment
climate, attracting resources. That is, the Kyrgyz Republic should not only ensure food security, but
also regain its status as a major supplier of environmentally friendly agricultural products and
products of the processing industry in the foreign market in accordance with international standards
and requirementsy» [17].

The purpose of this article is to explore the European and Ukrainian dimensions of
investment in agriculture under pandemic conditions.

Study results. Practice and experience of market transformations allow us to conclude that
the initiation of the investment process, which creates the basis for sustainable growth of Ukrainian
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production, can and should be started with the industries focused on final consumers, and first of
all, it concerns agricultural production because this industry is now experiencing the greatest
recession. This refers, firstly, to its low capital intensity and the shortest payback period of capital
investment; secondly, the products of this industry are characterized by massive and stable demand
in the domestic market. It should be noted that agriculture has strong inter-industry ties, as a result
of which investments in its development generate the greatest cumulative effect, stimulating
demand for the products of related industries and creating its own investment potential.

The COVID-19 pandemic has led to structural changes in the global economy and serious
risks faced by states, institutions, businesses and people in each country in particular. The negative
effects of the pandemic are already being felt, in particular due to the growth of public debt
gravitating toward public budgets and corporate balance sheets, which could lead to changes in
economic relations worldwide, and developing countries could find themselves in deep crisis.
models of consumption, production, and competition, as they are exposed to a variety of risks [3].

In their works, scientists H. V. Berliak and T. M. Mahnushevska identified the types of risks
and their possible consequences during the COVID-19 pandemic (7able 1).

Table 1
Types of risks and their possible consequences during the COVID-19 pandemic
Type of risk Possible consequences
Economic risks The decline in economic activity, structural changes in the global economy.

The growth of debt, which gravitates toward state budgets and corporate balance sheets.
The threat of a long-term crisis for the developing economy.

Creating more complex models of consumption, production, and competition.
Environmental risks Insufficient investment in industry decarbonization initiatives, which can lead to
environmental degradation, loss of biodiversity and subsequent infectious disease
outbreaks, and more devastating natural disasters.

Social risks High unemployment can increase social inequality and affect mental health and social
cohesion.

Information risks The spread of cybercrime and fraud against information resources and electronic money.
Political risks The situation of instability in the country, loss of confidence in the ruling parties,
government agencies, possible unrest, protests, rallies, the relative instability of political
beliefs.

Technological risks Disruption of the development of scientific and technological progress as a result of the
limitation of planned funds for the development of science, technology, and innovative
technologies.

Source: summarized from data [4].

Success in overcoming the COVID-19 pandemic crisis depends on risk-oriented investment
policies.

L. Hrytsenko, surprisingly competently modified the definition of the investment policy of
the state, interpreting it as a system of measures that determine the size, structure, and main
directions of any investment funds of different forms (physical, financial, material, immaterial,
intellectual). Ensure high economic development by concentrating investments in investment
projects, where high rates of production, balance, and economic efficiency are achieved, getting the
maximum increase in production

Investments in agriculture have their peculiarities. They are manifested in the fact that
besides investing in human labor, as in other sectors of the economy, in agriculture they are also
realized in nature, which under different conditions makes their activity more capital-intensive with
a long-term return and high risk because nature lives by its laws, which are impossible or expensive
to control today [6—9].

State regulation of the investment process in agriculture and other sectors of the agro-
industrial complex is carried out through state programs to support the prices of agricultural
products and income, the organization of state control and the system of national standards. The
foreign practice of regulating the development of agricultural production is based on the use of
specialized credit and insurance products, financial instruments (subsidies, grants, and subventions),
the development of targeted programs, and special taxes. Small and medium agricultural producers
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are subject to regulation. Large producers are preferred in Ukraine, and state regulation is carried
out with the help of financial instruments and state development and support programs. Apart from
the above, taxes, budgets, money, prices and foreign economy are less involved among the spheres
of state regulation practiced in the domestic territory.

To organize the attraction and development of investment funds in the agricultural sector it
is necessary to apply methods of regulation aimed at improving the efficiency of investment activity
that corresponds to the appropriate level of development (cycle) of the national economy. The
issues of regulation of investment activity in agriculture are of key importance for the realization of
the national goals and interests of Ukraine. They seek to solve such problems. For the state:
ensuring sustainable economic growth, improving the welfare and living standards of the population
by modernizing the economy, therefore, the expansion of investment activity, the effective
transformation of the economic system of the state to increase the efficiency and flexibility of its
institutions, the protection of state interests in foreign economic relations. Fig. [ shows the
dynamics of capital investment in agriculture for the period 2016—2020.

== Capital investment in agriculture, mln. UAH
70000

60000 63400,7 65059,

50000 55254,1
49660

40000

30000

20000

10000

29309,8

2016 2017 2018 2019 2020

Fig. 1. Dynamics of capital investment in the agricultural sector in Ukraine
for the period 2016—2020

Source: summarized from data [10].

As can be seen from Fig. I over the past year, capital investment in the agricultural sector
has fallen significantly, primarily due to the restrictions that were introduced by the country’s
leadership in 2020 and the stagnation of the entire industry.

Despite such disappointing data, according to a study conducted by the Ministry of
Economic Development, Trade and Agriculture of Ukraine together with the UNICEF
Representative Office in Ukraine on this situation, experts believe that in 2022—2024 the economic
growth of Ukraine will accelerate. Investment increase — an average of 9.3% over the period;
Unemployment will only reach the pre-pandemic level — 8.2% in 2024, and respondents believe
that Ukraine needs 1—2 years (71% of respondents), 2—3 years to restore the lost potential of
pandemic COVID-19 (21% of respondents), from 3 years (7% of respondents), other respondents
consider this period less than a year [12].

High investment attractiveness of the industry is a key factor in enhancing its
competitiveness, ensuring high and sustainable economic growth, thanks to a transparent
mechanism of investment in the agricultural sector has a chance to begin sustainable development,
which leads to innovation, which in turn provides a transforming process of modernization of
technical, technological and organizational base of agricultural production. 7able 2 shows a list of
programs of state support for producers of agricultural products and the amount of funding.
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Table 2
List of programs of state support of agricultural producers
and the amount of funding, min UAH
Program 2020 2021 Deviation
Partial compensation of the cost of agricultural machinery 14822 1 000,0 -482,2
of domestic production
Financial support of measures in the agricultural sector through credit 1053,5 1200 +146,5
cheapening
Financial support for the development of horticulture, viticulture, and 290 450 +160
hop growing
Financial support for farming development 102,8 200 +97,2
State support for livestock breeding and agricultural product processing 1039,1 1150 +110,9
State support for insurance of agricultural products - 50 +50
Compensation of crop losses in Odessa region - 240 +240
State support for irrigation - 50 +50
Support for organic production - 50 +50
State support for potato growing - 60 +60
Niche crops - 50 +50
The total volume of state support 3 967,6 4500 +532,4

Source: summarized from data [11].

As the data in Table 2 shows, the total support of agricultural producers has increased by
532.4 million UAH in 2021.

It is necessary to note the main factors that have a negative impact on the functioning of
Ukrainian and foreign investors regarding the agricultural sector of Ukraine, there are:

- instability and uncertainty of legislation in the agricultural sector; uncertainty in
ownership, especially of natural resources;

- the devaluation of the national currency;

- low solvency of the population and state enterprises;

- high-interest rates on loans;

- imperfect tax system of the state, which tends to change frequently;

- lack of market mechanisms for effective regulation of price relations between the main
subjects of the agrarian market;

- decreasing incomes of domestic producers due to the annual increase in imports of
agricultural products to Ukraine;

- incomplete processes of institutional transformation in agriculture;

- low level of protection of investments and investor rights;

- low level of state support of agricultural producers, etc.

EU countries are currently facing a very difficult process in the agricultural industry under
pandemic conditions. In the EU, state support for agriculture consists of providing cheap credit to
farmers, maintaining constant prices, making direct payments, etc. In Europe, 90% of agricultural
prices are regulated by the state through subsidies to support farmers because of high commodity
prices.

At the present stage of stable agricultural development in the European Union, potential
risks and threats include the following key factors:

1) climate change and changes in the natural environment;

2) a decrease in the diversity of the biosphere;

3) high rates of population growth in European countries and increased demand for food;

4) decrease in the efficiency of agribusiness due to unforeseen factors (epidemics, socio-
economic conflicts, etc.).

It should be noted that traditionally small private farms dominate the agricultural sector of
Poland, which generates about 4% of the country’s GDP (Fig. 2). Government support comes in the
form of one-time bonus payments to young farmers, subsidies for the creation of rural infrastructure
(drainage, household waste processing), preferential loans (loans at 9.0% per annum for up to 15
years), with 7.0% of them compensated.
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COVID-19 agricultural investment support program in EU countries

( Direct subsidies, selective State guarantees for loans Subsidized government )
tax credits and advance taken by companies loans
payments from banks to companies
. %
- ™\
Guarantees and loans to companies Insurance of short-term
routed through credit institutions export credits
L or other financial institutions )

Fig. 2. COVID-19 agricultural investment support program in EU countries

Source: summarized from data [16].

The European Green Deal is a roadmap for actions that will transform the European Union
into an efficient, sustainable, and competitive economy, charting the way for Europe to become the
world’s first climate-neutral continent by 2050, accelerate economic development, improve health,
and climate quality. Environmental challenges in all EU areas and policies, ensuring a just and
inclusive green transition [6].

As part of the implementation of the European Green Deal, the European Parliament in 2021
allocated 30% of direct payments to farmers for environmental programs. To do this, farmers need
to restructure their business model and minimize environmental damage. 35% of the EU
agricultural budget will go to protecting the environment in rural areas.

European parliamentarians recommend reallocating 10% of all agricultural land for green
spaces, ponds, etc. In total, in 7 years the European Union will invest 387 billion euros in its
agricultural sector. At the same time, the national agricultural sector needs investments as part of
the implementation of the European Green Deal: €2.6 billion for sustainable soil management
(monitoring); €1.4 billion for permanent manure management (monitoring); €600 million for
forestry (currently no information in the inventory); €2.2 billion to reduce fossil fuel use in
agricultural machinery [15].

Currently, the EU’s Common Agricultural Policy focuses on the following priority strategic
goals [16]:

1) increased investment by small farms, as they reduce poverty;

2) increasing investment in innovative projects and programs for agricultural and rural
development;

3) financing eco-technology of agricultural production;

4) improving the access of farmers to all components of agrarian capital, in particular to
financial resources, by stimulating the mechanism of attracting private investment in the
agricultural sector;

5) implementation of a unified agricultural policy in the framework of the Green Deal
policy, adopted by several institutional declarations in the development of the agricultural sector
based on the principles of agroecological management;

6) strengthening of the tendency to create alliances and develop inter-regional and
intercontinental agricultural cooperation to create additional jobs, attract investment and increase
agricultural production outside the EU (Africa, Asia, Latin America).

In the current environment, support for value-addition in the agricultural industry will
address the following key areas: 1) improving farmers’ access to finance (providing access to the
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financial resources needed to modernize or acquire new means of production); 2) providing access
to raw material and marketing markets (restoring supply chains, regulating export tariff restrictions
and increasing quotas for agricultural products, providing agricultural producers access to the
necessary knowledge, innovation, and information); 3) «smart» industry regulation (reducing
regulatory pressure from the state and simplifying conditions of rural

It should be noted that the priority directions of state institutional support of the investment
climate in the agricultural sector in the near future should be:

1) restoration of exterritorial regimes of preferential taxation of agribusiness, in particular,
small and medium enterprises (in terms of unified tax rates and VAT on the costs of land
capitalization, construction of breeding complexes, and rehabilitation of livestock industries);

2) creation of favorable conditions for registration and creation of innovative industrial and
agrarian parks, consulting, information, financial and organizational support of integration
processes of science, education, innovation capital, and agribusiness

3) creation of preferential conditions for investors involved in financing agricultural
production projects, revitalization of rural areas, and solving social and economic problems of rural
settlements development;

4) improving access of agricultural producers to financial markets through the use of an
active mechanism of repayment of part of the interest rate on loans to commercial banks for
agricultural loans, including long-term loans;

5) increasing the volume of targeted financial assistance to agricultural sectors that are of
strategic importance for food security and need support for their existence and development
(breeding), as well as to sectors that have prospects of entering world markets (winemaking).

The main reference points for domestic agricultural producers should be programs that now
activate the interest of European investors: the creation and promotion of organic farms; organic
farming and livestock breeding; revival and restitution of agricultural breeds of plants and animals
without genetically modified potential; implementation of environmental projects in rural areas.

Conclusions. The current state of the agricultural sector and trends in attracting investment
in its development indicate the need to revise the investment policy in the agricultural sector. Its
tasks should take into account the specifics of agricultural production, therefore, aimed at restoring
soil fertility, ensuring the normal functioning of biological organisms, ensuring food security of the
state, as well as social protection and normal living conditions in rural areas. Taking into account
the specifics of investment activity in agriculture, in our opinion, will contribute to the effective
functioning of the industry, the rational use of investment funds, the creation of a favorable
investment climate.
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