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Summary

The modern paradigm of investment support of branches of national
economy is presented, according to which features of investment activity of
agrarian sector are investigated. It is proved that a significant factor in the
efficiency of the agricultural sector of any country is foreign direct investment.
Among the important reasons for the decline in investment in the agricultural
sector are unfavorable agricultural policies for producers, reduced budget
support for producers, narrowing investment opportunities, unacceptable
investment risks for potential investors, and so on. The prerequisites for
assessing the effectiveness of investment support of the agricultural sector,
which involve the use of regression analysis methods to extrapolate the trends
of relevant indicators, which determine the development trends of the
agricultural sector of Ukraine.

Introduction

Ukraine has all the necessary conditions to provide the population with
quality and affordable food. Some of the best fertile lands in the world,
favorable climate, rich historical experience of agricultural production and
working capacity of the population allow to fully realize the powerful potential
of the agricultural complex. The agricultural sector makes a significant
contribution to the country's GDP, foreign exchange earnings from foreign
trade operations, provides the domestic market with a wide range of food
products at a very acceptable level.

Positive dynamics in the agricultural sector of the economy was achieved
through the intensification of state policy, which, in addition to implementing
domestic legislation in accordance with European and international standards,
provided by the Association Agreement between Ukraine and the EU, aimed at
creating organizational, legal and economic conditions. improving land
relations management processes. The most significant achievements were the
following: sanitary and phytosanitary measures in agriculture and food safety
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control systems are consistently brought to European requirements and
practices; state policy for the development of farms and agricultural
cooperation is being modernized; land relations management processes are
being improved; the practical implementation of the Concept of Rural
Development has been started. At the same time, the current state of the
agricultural sector demonstrates the exhaustion of the reserves of the current
model of its development, based on economies of scale and extensive methods
of resource use. Its functioning and development are constrained by the
following restrictions: extension of the moratorium on the market circulation
of agricultural land; lack of strategic vision and concrete actions of the
authorities to overcome the crisis in the livestock industry; non-recognition of
personal peasant farms of the population as economic entities makes it
impossible to identify them as producers of marketable products; preservation
of ecologically depleting agricultural land use, which leads to deterioration of
soil cover.

Part 1. Modern paradigm of investment support
of branches of national economy

Examining investment security, first of all, it is necessary to reveal the
essence of the concept of «investment», which is the basis for understanding
the processes and components of investment in economic systems in modern
economic systems at different levels of their functioning (micro- (enterprises);
meso- (regions and industries); macro- (country, international and world
economy)). In modern economic transformations in Ukraine, the term
«investment» is used at both macro and microeconomic levels [3, p. 29].

It is necessary to identify the advantages and disadvantages of the essence of
these concepts «investment activity», in particular, the advantages include:
subordination of investment theory, focus on reforming the investment
management system, the relationship with innovation, takes into account all
stages of the investment life cycle. and connection with management, the
concept is considered from the standpoint of organizing the investment process;
substantiates the need for management and connection with the development
of the economy at the macro-; meso-; micro-levels, takes into account the
complex nature of the process, reveals the types of investment activities, etc.

Among the features of the investment activity of the enterprise should be
noted the following: investment in the development of the enterprise is the most
important form of ensuring the growth of the efficiency of its management;
forms and methods of investment activity of the enterprise are less dependent
on the sectoral characteristics of the enterprise compared to production
activities; the dynamics of investment activity is characterized by a certain
unevenness in certain periods of time; investment activity forms a separate
independent type of cash receipts of the enterprise; from the moment of
realization of investments to the moment of receiving added value from their
investment there is a considerable gap in time; investment activity is
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characterized by significant risks, which are explained by the factor of
uncertainty of the external environment [9, p. 156].

The priority goal of investment activities is to satisfy the interests of participants
to the fullest extent, so the qualitative characteristics of investment efficiency is to
obtain the highest level of efficiency. From the point of view of quantitative
certainty, the essence of investment efficiency is manifested through the action of
a specific law of increasing production efficiency, which is based on certain socio-
economic conditions, during the change of which its effect is modified or
terminated. According to this law, the maximum management result must be
achieved with the minimum amount of resources used [4, p. 85].

The main goal in the investment activities of agricultural enterprises is to
create a favorable investment climate. It will provide an opportunity to ensure
the favorable development of the agricultural sector. In this regard, investment
policy must take into account:

— first, the development of a system of measures to create a favorable
investment climate;

—secondly, to attract investment resources, which in the future will be aimed
at implementing the development strategy of the state, the region — thirdly, to
form a mechanism for managing investment flows [14].

The main purpose of investment support is to create competitive investment
objects on a new innovative and technological basis to ensure the development of
the agricultural sector of the economy, strengthening its position in the domestic
market and entering the foreign market; development of rural social infrastructure;
introduction of ecological and food security of the state. This determines the
features of investing innovations and provides an opportunity to scientifically
substantiate the directions of innovation, structure and sources of investment,
helps to increase the competitiveness of production and products [8, p. 24].

Overcoming the investment crisis is impossible on the basis of traditional
approaches to the management and organization of the agricultural economy.
New methodological solutions are needed that absorb the positive experience
of the socialist and capitalist economies and at the same time are qualitatively
different from previous practice. The possibilities of applying systems theory
to study social processes are far from exhausted, so synergy and systemology
have opened up new possibilities for finding universal principles of self-
organization and evolution of complex systems [2].

The modern agrarian economy and its investment activities have proved to
be extremely unstable. They are characterized by both local and global risks.
Transformation of the economy, its constant reform cause enormous damage to
production, the vital interests of the majority of the population. Synergistic
vision allows a new look at the problems of organization and management of
economic processes in rural areas, to develop a new concept of social
management, which will enter the mode of innovative self-organization,
generating new institutional structures capable of higher development. As
noted by V. Yurchyshyn should focus on the fact that the socio-economic
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reorientation of the agricultural sector will be a stimulating factor for more
efficient development of all aggregate industries [19, p. 16].

The synergistic effect of investment activities can be understood as an
additional component of the effect, which will result from the coordinated
interaction of all investment projects implemented in this period and
characterized by multilateral assessment of additional economic, financial and
investment benefits [6, p. 147].

It should be noted that the synergistic effect is manifested not only in the
implementation of a particular investment project, but also in the interaction of
different investment projects. It is possible to adjust for additional synergy effect
from the interaction of investment projects in selected combinations [5, p. 126].

A new paradigm of investment support in the agricultural sector is presented
in Figure 1.
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Figure 1. Paradigm of investment support in the agricultural sector
Source: author's development

Thus, it is determined that the prerequisite for further sustainable
development of the agricultural sector is the application of a systematic
approach to investment processes based on a combination of different structural
components that interact with each other and dictated by the paradigm
according to which investment security is considered a complex system.

The main components of investment support are production, financial and
economic resources and resources of investment activity; natural and labor
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resources, which together form the investment potential of the agricultural
enterprise, in particular, determine the economic, environmental and social
components of its structure, each of which, in turn, is a system of varying
complexity and performs its functions within the overall system.

Part 2. Agricultural sector: operating conditions

Investment is an important component of economic growth and development
of both individual industries and the country as a whole. Ensuring positive
investment dynamics in the agricultural sector is a necessary condition for
achieving food and national security of the country and economic growth and
development in the future. Ukraine's agriculture has significant competitive
advantages in world markets, strong but not fully exploited potential, it is one
of the most attractive sectors of the economy for investors, so it has all the
prerequisites for further development. At the same time, in modern conditions,
against the background of falling industrial production and due to export
orientation, agriculture plays the role of a kind of catalyst for economic growth.
Therefore, it is important to create a favorable environment and conditions for
the development of the national agricultural sector through the expansion of its
investment potential, stimulating investment activities of agricultural producers
and ensuring positive dynamics of capital investment [7, p. 27].

Directions of research of tendencies of development and efficiency of
Investment maintenance of agrarian sphere are presented on Figure 2.

However, according to one of the indicators that reflects the degree of
integration of the country into the world economy, the development of its
foreign economic relations and the desire to create an open, export-oriented
economic model — accumulated foreign investment, Ukraine is far behind the
vast majority of countries with transformational economies (Table 1).

During 2017-2021, foreign direct investment (FDI) in Ukraine's economy
came from about 130 countries, the bulk of revenues for many years accounted
for a small number of countries due to slight geographical diversification of
FDI exporting countries to Ukraine.

Table 1
Structure of foreign direct investment in Ukraine 2017-2021
FDI in Equit Debt i

Ukraine, instrﬂmeﬁlts, instruments, | . Equity . Debt
Years L o - instruments, | instruments,

million USD million million % of EDI % of EDI

dollars USA USA dollars USA

2017 47765 36310 11455 76,02 23,98
2018 46984 35391 11503 75,33 24,48
2019 54210 41600 12547 76,74 23,15
2020 52091 37600 14491 72,18 27,82
2021 62131 44181 17950 71,11 28,89

Source: [11]
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Figure 2. Directions of research of tendencies of development and
efficiency of investment maintenance of agrarian sphere

Source: author's development

Foreign direct investment in Ukraine is formed by two groups of capital:
those directly owned by foreign residents and those controlled by foreign
companies resident in Ukraine (Ukrainian capital previously exported, usually
to offshore jurisdiction — round-tripping FDI). A survey of countries exporting
foreign direct investment to Ukraine's economy shows a low share of foreign
direct investment from developed countries, while the number of offshore
zones is quite significant.

Thus, in 2017, the total amount of accumulated foreign direct investment
from such territories reached $ 13,045.7 million, which is more than 33% of
total foreign direct investment, respectively, thus offshore investments displace
the capital of developed countries from the Ukrainian economy and provide
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only quantitative indicators of the growth of foreign direct investment in
Ukraine, not qualitative.

High interest rates on bank loans, low confidence in most Ukrainian agro-
industrial companies in foreign stock markets, underdeveloped national stock
market, leasing and the practical absence of foreign investors also led to
stagnation in investment in Ukraine's agricultural sector (Table 2).

Table 2
The share of the agricultural sector in the economy of Ukraine, %

Years
2017 2018 2019 2020 2021

7166 | 7165 | 71,67 | 71,65 | 71,65

Indexes

Agricultural lands (agricultural lands),
% of the total land area of the state
Share of agricultural sector in total
gross domestic product (%)

Share of agricultural sector in tofal 303949 | 361173 | 356795 | 393077 | 580519
gross value added (in actual prices)

Employed population in agriculture 2860,7 | 2937,6 | 3010,4 | 2721,2 | 1446,30
Export volume, billion USD 43,26 | 47,34 | 50,05 | 49,32 | 68,24
(I)Export of agrlcultura}l raw materials, 4115 | 39,29 441 39 8 41,0
% of total merchandise exports
Volume of imports, billion USD 49,61 | 57,19 60,8 54,04 73,3
(I)mports of agrlcultur_al raw materials, 0,47 9,61 0,38 105 11.0
% of total merchandise imports
Coverage ratio of imports by exports 0,87 0,83 0,82 0,91 0,93

Source: author's calculations

10,82 | 10,85 9,70 9,85 10,63

The share of the agricultural sector in the gross domestic product reached the
maximum level in 2018 and amounted to 10.85%, the minimum in 2019 —
9.7%, so it varies at the level of 9-11%, such fluctuations are evidence of the
need to search reserves for the development of economic activity in the
agricultural sector.

In addition, foreign direct investment (FDI) is a significant factor in the
efficiency of any country's agricultural sector. The introduction of foreign
investment mainly has positive consequences, for example: [17] — Investment
Is a constant stable source of money. Their constant inflow makes it possible to
ensure a continuous inflow of capital into the economy, which leads to an
increase in its production capacity, increase the level of competitiveness and
quality of Ukrainian goods and services. — Investing entails the transfer of
technology, management skills, exchange of experience. This increases the
level of technological development of our state, which requires highly qualified
workers. Thus, investment stimulates the growth of demand for labor and
increases the welfare of the population.

316



Part 3. Prerequisites for assessing the effectiveness
of investment support of the agricultural sector

Agriculture is one of the priorities, strategically important areas of national
economy development. However, investment in the industry is low and the
investment climate is unattractive to investors. In the system of measures for
the development of the agricultural sector, the most important thing is to
increase investment. Without investment savings and appropriate production
and technical resources, positive changes are impossible [16]. Note that there
IS a correlation between investment in the agricultural sector and gross
domestic product (Figure 3).
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Figure 3. The share of the agricultural sector in total GDP (%)

Source: built by the author on the basis of data from the State Statistics Service of
Ukraine [1]

The function of the trend of the share of the agricultural sector in the total
GDP of Ukraine in 2017-2021 is as follows: y = -0.138x + 10.784, where y is
the share of the agricultural sector in the total gross domestic product in the
corresponding year,%; x- number of the year in the period, the regression
coefficient b = -0.138 shows the average change in with increasing or
decreasing the value of the factor x per unit of measurement, in our case it
should be expected that further deepening of negative investment processes in
the agricultural sector general decline in the national economy.

Price indices of agri-food products of the agricultural sector of Ukraine are
presented in table 3.

During 2017-2021, there were fluctuations in price indices for agricultural
products, which were generally in line with global trends. At the same time, price
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dynamics in the sector sometimes exceeded the general indicator of the consumer
price index, but, as a rule, lagged behind the dynamics of prices in industry.

Table 3
Price indices of agri-food products of the agricultural sector of Ukraine
Indicator Years

2017 | 2018 | 2019 | 2020 | 2021
Agricultural price index, % 1118 | 1044 | 86,6 | 153,6 | 116,7
Price index fpr matqual qnq technical 12460 | 1159 | 9840 | 937 | 149.1
resources of industrial origin, %
Consumer price index, % 113,7 | 109,8 | 104,12 | 105,0 | 110,0
Price index of agri-food products on the 08,0 95.9 951 081 | 1257
world market

Source [1; 13; 20]

Thus, the simultaneous growth of food prices on world markets and in
Ukraine has prompted the resumption of discussions on the ability of our
country to ensure the saturation of the domestic market of agricultural products
through the use of its own agricultural potential. Dynamics of capital
investments in the economy of Ukraine are presented in table 4.

The sharp decline in investment in 2020 will have a negative impact on
agricultural output in the short term, given the shortage of crops and the need
to meet export commitments in 2021 may disrupt the self-sufficiency of the
domestic market for certain foods, feeds and some other products.

Based on the results described above, it is seen that the main trends in the
agricultural sector of Ukraine are characterized by an increase in power
function, however, all constructed regression functions are adequate, as the
actual values of coefficients of determination are higher than tabular.

Table 4
Dynamics of capital investments in the economy of Ukraine, 2017-2021

Years
2017 2018 2019 2020 2021

448461,5 | 578726,4 | 623980 | 419800 | 528802

Indicator

Capital investments in the
economy, UAH million

Growth rate of investments

in the economy, %

Capital investments in agriculture,
UAH million

Share of investments in
agriculture, %

Growth rate of investments in
agriculture, %

Source [15]

X 129,0 107,80 | 67,28 | 125,97

63400,7 | 65059,4 | 58555,4 | 50189,4 | 49127,4

14,14 11,24 9,38 11,95 9,29

X 102,60 90,00 85,71 97,88
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The slowdown in agricultural investment activity is explained by the
unstable economic and political situation in the country, as well as the fact that
working conditions are deteriorating every year, increasing risks for investors
in terms of instability and unprofitability of the industry (Figure 4).
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Figure 4. Dynamics of capital investments in agriculture in Ukraine
for 2017-2021, UAH million

Source: built by the author on the basis of data from the State Statistics Service of
Ukraine [1]

The trend function determines the trend of change in the time series, the trend
function of capital investment in agriculture in Ukraine in 2017-2021 is as
follows: y = -4341.7x + 70291, with the approximation coefficient is
R?=0,8713, where y — volume of capital investments in the corresponding year,
UAH million; x is the number of the year in the period, therefore, the regression
coefficient b =-4341.66 shows the average change in the performance indicator
(in units of y) with increasing or decreasing the value of the factor x per unit of
measurement, in our case with increasing 1 unit y decreases a total of -4341.66;
the coefficient a = 70291.44 formally shows the projected level of y, but if
x =01is close to the sample values, therefore, there is an increase in the deviation
of investment in agriculture, which is a consequence of the overall decline in
investment in agricultural production and insufficient amounts of
compensation.

Among the important reasons for the decline in investment in the agricultural
sector are unfavorable agricultural policies for producers, reduction of budget
support for producers, narrowing investment opportunities, unacceptable
investment risks for potential investors, and so on.
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The structure of capital investment in the agricultural sector by source of
funding is presented in table 5.

Direct state financial support for economic entities in the agricultural sector
has more than halved and averaged 0.30%. Given the limited own financial
resources and investment crisis in Ukraine, foreign capital in the form of direct
and portfolio investment is one of the sources of funding, which allows to cover
the temporary needs of domestic agricultural producers in finance [12, p. 28].

Own funds of enterprises and organizations remain the main source of
financing capital investments in the economy of Ukraine and its agricultural
sector in 2020: their share is 90.65%, while in the national economy — 66.93%.
In the studied sector, the share of this source in investment financing has not
changed compared to the previous year (decreased by 0.18 percentage points),
and in the national economy — increased from 65.43% in 2019 to 66.53% or at
1.1 pp). In second place among the sources of financing capital investments in
the agricultural sector in 2020 are bank loans (and other loans) — 8.61%, which
Is more than in 2019 by 0.1 percentage points. (6.64% of the national economy
Is financed by bank loans, which is 4.13 percentage points less than in the
previous year). The shares of other sources of investment in the agricultural
sector are insignificant: state budget funds — 0.28%, local budget funds —
0.09%, loans from foreign banks — 0.3%, funds of domestic investment
companies, funds — 0.06%. In the national economy, these shares are
respectively: 8.70%, 10.38%, 2.88%, 1.01%, as well as: funds of foreign
investors — 0.41%, other sources of financing — 1.42% [18, p. 106].

Further determination of the prerequisites for assessing the effectiveness of
investment security of the agricultural sector involves the use of regression
analysis methods to extrapolate the trends of relevant indicators that determine
the development trends of the agricultural sector of Ukraine (Table 6).

Thus, the development of the agricultural sector is characterized by an
increase in the power function, in addition, all constructed regression functions
are adequate, because the actual values of the coefficients of determination are
higher than the table. The obtained dependencies make it possible to predict the
main trends in the development of the agricultural sector, and is a prerequisite
for assessing the effectiveness of investment support of the agricultural sector
of Ukraine.

Conclusions

It is determined that the prerequisite for further sustainable development of
the agricultural sector is the application of a systematic approach to investment
processes based on a combination of different structural components that
interact with each other and dictated by the paradigm according to which
investment security is considered a complex developing system.

The simultaneous growth of food prices on world markets and in Ukraine
has prompted the resumption of discussions on the ability of our country to
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ensure the saturation of the domestic market of agricultural products through

the use of its own agricultural potential.

Structure of capital investments of the agricultural sector

by sources of financing, 2017-2021, % of the total

Table 5

Source structure Pix
2017 | 2018 | 2019 | 2020 | 2021
Agriculture, forestry and fisheries
Used capital investment, total 100 100 100 100 100
state budget funds 0,27 0,18 0,42 0,28 | 0,31
funds from local budgets 0,09 | 0,12 | 0,28 | 0,09 | 0,07
own funds of enterprises and organizations 88,99 | 86,8 | 89,64 | 90,65 | 92,45
bank loans and other loans 10,04 | 12,7 | 851 | 861 | 7,11
of which loans from foreign banks 0,04 | 0,09 1,22 0,3 0,01
funds of_ domestic investment 017 | 015 X 007 | 005
companies,funds, etc.
funds of foreign investors 0,01 | 0,01 X X X
funds of the population for the construction
of their own apartments X X X X X
other sources of funding 0,03 | 0,04 | 0,03 X X
Agriculture, hunting and related services

Used capital investment, total 100 100 100 100 100
state budget funds 0,21 0,19 0,31 X X
funds from local budgets 0,11 | 0,09 | 0,23 | 0,01 | 0,05
own funds of enterprises and organizations 85,67 | 86,79 | 89,85 | 90,82 | 88,53
bank loans and other loans 14,01 | 1292 | 858 | 884 | 11,14
of which loans from foreign banks X X 1,13 | 0,31 | 0,28
funds of domestic investment
companies,funds, etc. X X X X X
funds of foreign investors X 0,01 X X X
funds of the population for the construction
of their own apartments X X X X X
other sources of funding X X X 0,02 X

X — data are not published in order to ensure compliance with the requirements of the Law of
Ukraine «On State Statistics» on the confidentiality of statistical information, or are missing, and

therefore not calculated for the table;

Source: calculated and compiled by the authors on the basis of data [1]

The sharp decline in investment in 2020 will have a negative impact on
agricultural output in the short term, given the shortage of crops and the need
to meet export commitments in 2021 may disrupt the self-sufficiency of the
domestic market for certain foods, feeds and some other products.
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Table 6

Equation of the trend of the main trends in the development
of the agricultural sector of Ukraine

Type of trend function Trend equation i?gfﬁ'ﬁg;g;
Share of agricultural sector in total gross value added (in actual prices)
Expotential y=257399¢".137% 0,8116
Linear y=58504x+223589 0,7567
Logarithmic y=130521In(x)+274129 0,6085
Degrees y=287868x1%2 0,6850
Imports of agricultural raw materials, % of total imports
Expotential y=8,8758e"0388« 0,7505
Linear y=0,395x+8,807 0,7548
Logarithmic v=0,8601In(x)+9,1685 0,5781
Degrees y=9,1958x00846 0,5762

Exports of agricultural raw materials, % of total mer

chandise exports

Expotential y=40,441"0931x 0,0091
Linear y=0,121x+40,505 0,0080
Logarithmic v=0,306811In(x)+40,574 0,0083
Degrees =9, 1958x0:0846 0,0084
Foreign direct investment in Ukraine, min. USA
Expotential y=43359¢0.062% 0,7809
Linear y=3383,9x+45324 0,7706
Logarithmic y=7636,5In(x)+45324 0,6340
Degrees y=45670x%142° 0,6507

The slowdown in agricultural investment activity is due to the unstable

economic and political situation in the country, as well as the fact that working
conditions are deteriorating every year, increasing risks for investors in terms
of instability and unprofitability of the industry.

Among the important reasons for the decline in investment in the agricultural
sector are unfavorable agricultural policies for producers, reduction of budget
support for producers, narrowing investment opportunities, unacceptable
investment risks for potential investors, and so on.

The main components of investment support are production, financial and
economic resources and resources of investment activity; natural and labor
resources, which together form the investment potential of the agricultural
enterprise, in particular, determine the economic, environmental and social
components of its structure, each of which, in turn, is a system of varying
complexity and performs its functions within the overall system.
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The development of the agricultural sector is characterized by an increase in
the power function, in addition, all constructed regression functions are
adequate, because the actual values of the coefficients of determination are
higher than the table. The obtained dependencies make it possible to predict the
main trends in the development of the agricultural sector, and is a prerequisite
for assessing the effectiveness of investment support of the agricultural sector
of Ukraine.
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