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INVESTMENT IN THE DEVELOPMENT OF AGRICULTURE

IHBECTYBAHHA Y PO3BUTOK CIJIbCbKOIO roCrnnoAaAPCTBA

The article is dedicated to exploring the state of investment activity in the agricultural sector
of the Ukrainian economy. The article analyzes trends in attracting investment resources by types
of economic activity from 2018 to 2022. It is determined that investments in agriculture occupy
a significant share in the overall structure of capital investments. The growth of investment
resources in agriculture over five years (2018-2022) amounted to 3.8 billion UAH or 5.9%.
In 2023, specialists in demining surveyed 274 thousand hectares of agricultural land in Ukraine,
and already 208 thousand hectares were transferred to the agricultural sector for use. The main
directions of investment in agriculture were also identified, including technology modernization,
infrastructure development, crop production, livestock development, ecological investments,
support for small farms, and the development of agritourism.
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Cmammsi npucesiueHa 00CIiONCEHHIO CMAHY THBeCTUYIUHOI AKMUBHOCMI ) CLIbCLKO2OCNO-
dapcoKkomy ceKmopi eKoHoMiKY YKpainu. BusnaueHo, wjo Ha CbO20OHI CilbCbKe 20Cn00apCmeo
€ 00CUmb BANCIUBOIO MA NPIOpUMemHoIo cepoio exonomiku kpainu. Came azpapHuti cekmop
3a6e3neyy6as OiNbUWICMb 6HYMPIWHIX nomped KpaiHu y Xapuy8aHHti 015 HaceneHHs ma 6a2amo
npoOyKyil tiuiio Ha ekcnopm 00 iHwux Kpain. Huni aepapua eanyzs nompebye docums cymme-
BUX [HBECMUYIUHUX 61U6AHDb. Lle noé sa3aHo 3 noyamkom nNOSHOMACUMAOHO20 6MOPESHEHHS PO-
citicokoi ghedepayii Ha mepumopiro Ykpainu. ¥ cmammi npoananizosano meHoenyii 3aiyuenHs
iHeecmuyitiHUX pecypcis 3a sudamu ekonomiynoi disnornocmi'y 2018-2022 poxax. Busnaueno, wo
iHeecmuyii' y ciibCbke 20CN00ApCmeo 3atmarons 00CUNb 8A20MY YACMKY Y 3A2ANbHIL CIPYKMYypI
KkanimanvHux ineecmuyitl. Haubinvuie 6yno 3pobneno ineecmuyii y NpoMUciosy 2aiy3b eKOHOMi-
Ku Yxpainu (bnusvro 35-36% y cepednvomy 3a ananizosanuti nepioo). Y 2022 poyi y acpapnuil
cexmop 6yno 3anyuero 409660,0 man epn kanimanvrux ineecmuyii, wo Ha 264239 man epn meH-
we, nixe y 2021 poyi abo na 39%. lpupicm ingecmuyiiinux pecypcig y ciibcbke 20Cn00apcmeo
npomszom n’smu pokie (2018-2022) cmanosus 3,8 mapo epn abo 5,9%. Byno 3’sacosano, wo
cmanom Ha 2024 pix, onuzbko 25 mucsy K8AOPAMHUX KILOMEMPIE CilbCbKO2OCNOOAPCHKUX 3e-
menw 6 Yipaini 3aminoseano abo 3a0pyoHeHo 3anuwkamu siliny. Lle cmanosums 3Hauny 4yacmumy
mepumopii, aka nompedye po3MIHY8aHHs 0ist OE3NEUHO20 BIOHOBNIEHHS CLIbCLKO2OCHOOAPCHKOL
disinonocmi. ¥V 2023 poyi cneyianicmamu i3 posminysanis 6yno oocmedsceno 274 mucadi ea cine-
CbKO20CN00apcuKux 3emens Yipainu i yoce 208 muc eexmapis 6y10 nepeoano 6 KOpucmysaHHs
azpapromy cekmopy. Takooc 610 8UOKpeMIEHO OCHOGHI HANPAMU [HBECMYB8AHHSA Y CillbCbKe 20C-
nooapcmeo — ye MOOEepHi3ayis MexHoN02ill, poO36UMOK IHPPACMPYKIMypU, UPOWYEAHHS POCIUH-
HOI npOOYKYii, po36UMOK MEAPUHHUYMEA, eKOLO2IUHI iHeecmuYil, NIOMPUMKA MATUX CLIbCOKUX
20CN00apCcms, a MaKoHC PO3GUMOK A2PONYPUSMY.

Kniouoei cnosa: ineecmuyii, aspapuuii cekmop, CilbCbKe 20CN00APCMBE0, KAnimaibHi
ineecmuyii, ddcepena QiHancysaHHs.
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Formulation of the problem. The agrarian sector has always been a priority area of
Ukraine's economy, providing the majority of the country's internal food needs for the
population, as well as serving as the fodder base for livestock. Ukraine has also been one
of the key guarantor states of global food security and a significant exporter of agricultural
products. However, today, the agricultural sector requires significant financial injections due
to the full-scale aggression by the Russian Federation on Ukrainian territory. A considerable
amount of agricultural land is under occupation, and many land resources remain mined,
posing risks for agricultural activities. Additionally, since the onset of full-scale aggression,
many agricultural producers have partially or completely lost their property due to shelling.

Today, stable investment activity is the key to the effective functioning of agriculture, as
it is one of the most efficient ways to attract and shape resources within the sector.

The onset of armed aggression by the Russian Federation on Ukrainian territory,
resulting in the occupation of significant territories, damage to logistics, destruction of
property, loss of workforce, and widespread mining of the territory, has led to a critical
shortage of investment resources for the agricultural sector of the economy. The low level
of development of the investment system and insufficient financial and credit programs have
negatively affected the state of the agricultural sector of the economy, as well as the quality
and quantity of production.

Analysis of recent research and publications. Significant contributions to the study
of the state, problems, and practical aspects of enhancing the effectiveness of the state's
investment policy in agriculture have been made by such scholars as O. Zakharchuk, M. Kisil,
V. Nechytailo [1], Z. Titenko, O. Hudz [2], Yu. Kyrylov, V. Hranovska [3], V. Krykunova
[4], N. Kyrychenko [5], N. Tanklevska, A. Karnaushenko [6], L. Borovik [7], S. Bilous,
S. Novotnyi [8], and others. Despite the wide range of scientific research on the topic of
investment in agriculture, aspects of this topic are insufficiently studied under conditions of
instability. This does not contribute to the effective formation of efficient mechanisms for
ensuring the sustainability of agricultural sector development and its management, reducing
risk factors, as well as increasing the positive impact of investments on the country's food
security, expanding export potential, and developing the entire economy.

Ukraine has plenty of favorable conditions for attracting foreign investments into the
country's economy in the near future, including in agriculture, as the unity of the Ukrainian
people and the corresponding steps of the state leadership shape a positive image of Ukraine
on the world stage.

Formulation of the purpose of the article. The aim of the research is to analyze the
dynamics of investments in the agricultural sector of Ukraine amidst the military aggression
of the russian federation, as well as to determine the state of investment resources of
agricultural enterprises and explore possible directions for their effective utilization.

Presentation of the main material. The main goal of investment attraction is to
increase the profitability of enterprises, preserve their capital, or achieve a social impact [9].
In agriculture, there is also the improvement of soil quality and the use of modern means of
cultivation, creating favorable conditions, and adopting innovative technologies for livestock
farming, ultimately enhancing the living standards of rural populations. Another investment
direction for agriculture today is addressing the consequences of military actions, including
demining agricultural lands, rebuilding damaged or destroyed buildings, purchasing new
equipment to replace lost ones, acquiring seeds, fuel, lubricants, and chemicals, as well as
replenishing livestock, among others. Investment resources are the most scarce resource
in agriculture, as the sector faces numerous specific factors that hinder investment flows,
including natural and climatic conditions, government support factors and regulation of
investment security, and the absence of developed logistics and infrastructure.

Today, in the conditions of armed conflict, the following political and economic factors
play a significant role in the investment climate of the agricultural sector: steep rise in food
prices, high level of inflation, constant threat of destruction, and legislative instability.
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Therefore, future investors face new challenges of reality, which will significantly slow down
the influx of investment and innovative resources. Table 1 presents the trends of attracting
investment resources to Ukraine by types of economic activities.

Table |
Trends in Attracting Investment Resources by Types of Economic Activities
in 2018-2022, million UAH

Capital investments 2018 2019 2020 2021 2022
Agriculture 66104,1 | 59129,5 | 50679,7 | 699503 | 51439,5
Manufacturing 199896,0 | 254196,2 | 180537,4 | 2429229 | 126112,6
Construction 559939 | 62346,6 | 39614,9 | 55724,6 | 32627,6
Transport 50078,3 | 43792,8 | 34884,6 | 43944,6 | 495329

Information and Telecommunications | 29884,9 21063,4 22381,6 23858.,6 16869,9

Temporary Accommodation
and Food Service Activities

2675,1 2832,2 1951,2 2690,2 2183,6

Financial and Insurance Activities 10652,3 11246,3 11979,3 10100,5 8906,8
Real Estate Operations 27556,8 | 28147,2 19940,1 30668,7 14280,2
Administrative

and Support Service Activities 11837,8 11741,1 8623,8 13162,6 6587,0

Professional, Scientific,
and Technical Activities

Public Administration and Defense 44597.8 54305,5 62303,6 | 739829 36530,8
Education 4460,0 4788,7 3740,2 3866,5 2008,6
Healthcare and Social Assistance 8138.,8 9484,6 14835,6 | 21779,2 17412,9

Arts, Entertainment, Recreation,
and Leisure

Other 571,6 672,5 463.,8 913,6 283,0

Total 578726,4 | 623978,9 | 508217,0 | 673899,3 | 409660,0
Source: grouped by author according to data [10]

107982 | 119124 | 11823,6 | 171259 6012,6

3663,2 4146,2 2772,8 4423,1 2152,6

As we can see from the table, investments in agriculture occupy a significant share in
the overall structure of capital investments. The highest amount of investments was made in
the industrial sector of Ukraine (approximately 35-36% on average for the analyzed period).
In 2022, the agricultural sector attracted 409,660.0 million UAH of capital investments,
which is 264,239 million UAH less than in 2021 or a decrease of 39%. The growth of
investment resources in agriculture over the five-year period (2018-2022) amounted to
3.8 billion UAH or 5.9%. The highest growth in investments was observed in the industrial
sector, reaching over 65%. Investments in the agricultural sector varied from 9.4% in 2019 to
12.1% in 2022 (Fig. 1).

In Ukraine, investment activity is primarily carried out using the own funds of economic
entities (about 63%). Due to the unfavorable investment climate, the banking sector and
foreign investors show little interest in investment projects in agriculture (at the levels of
11.0% and 5.0% respectively).

The state invests insufficiently (approximately 5.0%), and there is also a lack of proper
regulatory support and a favorable investment climate at the legislative level to attract
foreign investments (Fig. 2).
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Figure 1. Dynamics of capital investments in agriculture for the years 2018-2022, %
Source: grouped by author according to data [10]
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Figure 2. Capital investments by financing sources in 2021
Source: grouped by author according to data [10]
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In agriculture, besides labor and material-technical resources, land is a specific means
of production. It is a limited resource that requires rational use. Today, agricultural lands
are quite densely mined, and a significant portion remains under occupation. Therefore, it
is of utmost importance for the state to create special programs for demining and ensuring
the safety of investments from domestic and foreign investors in this process. As of 2024,
approximately 25 thousand square kilometers of agricultural land in Ukraine are mined or
contaminated with the remnants of war. This represents a significant portion of the territory
that requires demining for the safe restoration of agricultural activities [11]. In 2023,
demining specialists surveyed 274 thousand hectares of agricultural land in Ukraine, and
208 thousand hectares were already transferred to the agricultural sector for use.

The implementation of the market circulation of agricultural land could potentially
address the issue of attracting foreign investments in agriculture. However, economic and
legal realities necessitate that the reform of land relations at this stage be imperative and
require challenging decisions. Investments in the form of individual land plots are associated
with a series of force majeure circumstances, such as military actions, climate risks, high
entry thresholds into investment, the need to resolve legal and organizational issues related
to land acquisition, as well as low liquidity.

In Ukraine, market accounting of agricultural land is particularly relevant due to the
opening of the land market, which occurred in July 2021. This requires the creation of a
transparent and efficient accounting and management system for land resources to ensure the
sustainable development of agriculture.

To ensure effective utilization of investment resources, it is necessary to:

— Take into account the peculiarities of investment activities in agriculture.

— Create favorable conditions for timely attracting the necessary amount of investment
resources to the sector, including improving the current legislative framework for investment
activities, forming sources of funding for agricultural development, enhancing scientific and
technical developments, paying significant attention to the relationship between investments
and innovations, as well as strengthening production and social infrastructure in rural areas.

— Conduct timely analysis and evaluation of the effectiveness of investment resources.

— Be able to identify weaknesses in the economic activities of the enterprise and
determine prospects for its further development.

An important aspect of supporting investment in agriculture is increasing the level of
agricultural insurance. In the years leading up to the full-scale invasion, there was noticeable
activity from international companies in implementing insurance programs for farmers.
Consequently, the agricultural insurance market has been actively developing. Insurance
companies should offer new, advantageous insurance programs for farmers that take into
account a wider range of risks, including those associated with combat actions [12].

Investment in the development of agriculture is a key element for ensuring sustainable
economic growth, food security, and improving the quality of life in rural areas. The main
aspects of investing in the agricultural sector are presented in Figure 3.

Thus, the main directions of investment in agriculture may include:

1) Technological modernization: Investments in modern agritechnologies, high-quality
equipment, and mechanisms to enhance production efficiency.

2) Infrastructure development: Construction and reconstruction of roads, railways,
grain storage facilities, irrigation systems, and drainage systems to improve agricultural
production conditions.

3) Crop cultivation: Investment in modern plant varieties, soil cultivation systems,
irrigation, and expansion of areas under agricultural crops.

4) Animal husbandry: Development of modern farms, adoption of advanced methods of
animal husbandry and feeding, improvement of the genetic potential of animals.

5) Environmental investments: Projects for environmentally friendly production, soil
and water resource conservation, waste processing.
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Technological innovations

The implementation of modern technologies into
production processes (such as precision agriculture,
automation, and robotics)

Utilizing biotechnologies to enhance crop yield
and resilience

A 4

Infrastructure

Development of transportation and logistical
infrastructure to ensure efficient movement of
products

Investments in irrigation systems and water
resource conservation

Equipment and machinery

Procurement of modern agricultural machinery to ~ Development of local production of machinery
increase productivity and reduce labor costs and spare parts

Education and workforce training

Improving the skills of workers through Implementation of programs for youth aimed at
educational programs and training engaging them in agriculture

Financial instruments

Providing access to credits, insurance, and other
financial products for farmers

Creation of state support programs and subsidies

Agribusiness and cooperatives

|¢

ST TS Govel sl GiF s ZHbU SRS Facilitating the integration of small-scale farmers

into supply chains

and cooperatives to improve the organization of
production and marketing of products

Figure 3. Main Directions of Investment in Agriculture

6) Support for small-scale farms: Financial support and access to markets for small-scale
agricultural enterprises.

Additionally, to attract investment capital, attention should be paid to the development
of agritourism. Funding for the development of rural tourism at the state level, creation of
agro-renewable farms, and other forms of agricultural agritourism should be carried out.

Investing in agriculture in Ukraine during wartime can have several important advantages:

1. Ensuring food security: In times of conflict, ensuring the food supply for the population
becomes extremely important. Investments in agriculture allow for increased production of
domestically consumed food products and reduce dependence on imports.
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2. Economic stability of regions: Agriculture often serves as the primary economic sector
in regions affected by war. Investing in this sector can provide economic stability and help
preserve jobs.

3. Development of local markets: Investments in agriculture contribute to the development
of local markets and local farms, which can reduce dependence on imports and increase
resilience to economic hardships.

4. Importance for defense: Food supply is crucial for military mobilization and support
of military actions. Investments in agriculture can provide necessary resources for both the
military and civilian populations.

5. Stimulating domestic demand: Agricultural development leads to increased incomes
for the local population, which can support domestic demand for other goods and services,
aiding in economic recovery.

Investing in agriculture can be a crucial strategic step towards ensuring stability and
development of the country during wartime.

Conclusions. Insufficient funding for the effective functioning of agricultural enterprises
is noted in Ukraine. Investment activity in these enterprises should be based on innovation
and directed towards the development of production relations, including:

— Reducing negative impacts on soils by decreasing technogenic and anthropogenic
loads.

— Adherence to international quality standards and sanitary norms for domestic
agricultural products and addressing the problem of underutilization of agricultural lands.

— Development of infrastructure for storage and marketing of agricultural products.

— Resolving crises in animal husbandry.

— Increasing costs of cultivation and marketing of agricultural products.

— Improving the material and technical support of agricultural enterprises.

One way to attract investment in agriculture is to stimulate agricultural enterprises to
rational use of land resources, including organic farming, conducting agrochemical research,
and using technologies that promote the transition to resource-saving methods.
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