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4.2. ENHANCING FINANCIAL SUPPORT FOR UKRAINE’S
AGRICULTURAL SECTOR: THE INTERPLAY BETWEEN STATE
BUDGET FUNDS AND COMMERCIAL BANK LENDING
Svitlana Kachula,
Doctor of Economic Sciences, Professor, Professor of the Department
of Finance, Banking and Insurance,
Dnipro State Agrarian and Economic University, Dnipro, Ukraine

Agriculture remains a cornerstone of Ukraine’s economy, not only as a key
contributor to GDP and export revenues but also as a critical component of rural
livelihoods and national food security. In the wake of the full-scale war, the agricultural
sector faces unprecedented challenges, including physical destruction of assets, disrupted
logistics, and a tightening credit environment. These challenges have highlighted the
urgent need for robust and well-coordinated financial support mechanisms.

Traditionally, state budget programs have served as a primary source of support for
farmers, particularly small and medium-sized enterprises. However, given fiscal
constraints and the scale of reconstruction needs, reliance on public funding alone is
insufficient. This necessitates an effective synergy between government programs and the
banking sector, which can mobilize additional resources, mitigate risks, and promote
sustainable development in the sector.

Financial support for the agrarian sector is a critical element of national agricultural
policy and serves as a key instrument for ensuring food security, enhancing agricultural
production, and maintaining the sustainable functioning of related industries.

Financial support for the agrarian sector is a fundamental prerequisite for its effective
functioning and development, as agriculture plays a strategic role in ensuring food
security, shaping export potential, and contributing to national economic growth. The
financing of the agrarian sector is characterized by high capital intensity, a lengthy
production cycle, seasonality, and significant vulnerability to economic and political risks.
Accordingly, the establishment of an effective financial support system for agriculture
requires a balanced approach to utilizing various funding sources, among which budgetary
allocations, bank lending, investments, international financial programs, and alternative
financial instruments play a key role.

Theoretically, financial support is understood as a system of economic relations
concerning the mobilization, distribution, and utilization of financial resources to meet the
needs of agricultural production, taking into account the sector's high risk level and
seasonal nature.

Budgetary financing is defined as direct financial support provided by the state to
agricultural producers through the allocation of public funds. State aid is typically
classified into three types: direct, conditionally direct, and indirect:

- Direct support includes subsidies;

- Conditionally direct support refers to state procurement, energy-related privileges,
and participation in government programs;
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- Indirect support encompasses the purchase of agricultural products for public needs,
market regulation through procurement and commodity interventions (e.g., grain
reserves), as well as the protection of agricultural producers' economic interests in
international markets.

Financial support for agricultural enterprises is a key instrument of state regulation
in the development of the agrarian sector, but its impact depends largely on the effective
use of allocated funds (Yavnaet al., 2024).

Scholars emphasize the importance not only of identifying the priority areas for
budgetary financing, but also of determining the actual volume of funds allocated.

Thus, budgetary financing of the agrarian sector represents a set of state measures
aimed at supporting agricultural development through the allocation of resources from
national and/or local budgets. It constitutes one of the main instruments of state regulation
in agriculture, contributing to the sector’s modernization, productivity growth, and
enhanced competitiveness.

Budgetary support for agriculture in Ukraine is traditionally implemented through a
range of instruments, including government subsidies, direct grants, compensation
schemes, and tax incentives. These mechanisms are designed to promote the development
of agricultural producers, stimulate investment in rural infrastructure, encourage
innovation, and strengthen the overall competitiveness of the agrarian sector. However,
the practical impact of such support remains limited due to several systemic constraints.
Among the most significant challenges are the uneven distribution of public funds,
excessive bureaucratic procedures for accessing financing, institutional inefficiencies, and
weak control over the targeted use of budgetary resources. These factors reduce the
efficiency of public spending and hinder the achievement of long-term development goals
in the sector (Fig. 4.2.1).

Credit provision is an integral component of the financial support system for
agricultural enterprises. It represents a framework of economic and organizational
relations between banks and agricultural producers, regulated by relevant legal and
regulatory acts that define the procedures for the allocation and repayment of financial
resources (Podyk, 2024). Credit serves as one of the key mechanisms contributing to
sustainable economic growth, financial stability, and the strengthening of Ukraine’s
economic potential—both under conditions of wartime and economic uncertainty, and in
the post-war recovery period. As of early 2024, access to credit resources remains limited
and uneven across the market, primarily due to the economic and financial crisis caused
by the full-scale war that began in 2022 (Antoniuk, 2024).

The main challenges in the field of agricultural bank lending include high interest
rates, substantial collateral requirements, and the underestimation of agrarian risks by
financial institutions. These factors reduce banks’ confidence in agricultural enterprises,
particularly small and medium-sized farms.

The current credit system for Ukraine’s agrarian sector combines both market-based
and preferential mechanisms. This structure is largely due to the implementation of
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targeted concessional lending programs aimed at increasing the efficiency of agricultural
production.

A wide range of institutions are involved in providing credit and other financial
services to the sector, including commercial and investment banks, credit unions and
cooperatives, savings and loan associations, non-governmental organizations, input
suppliers, processors, agricultural commodity traders, retailers, and even pawnshops
(Antoniuk, 2024).

MAIN FORMS OF BUDGETARY FINANCING

IN THE AGRARIAN SECTOR
v
. Funding ft

Direct grants || State support || Compensation lsl(lzlieiﬁigﬁ:r Investment

and subsidies programs mechanisms research and programs
. . and grants
innovation

v v v v

Non-refundable financial
assistance to farmers to cover
part of the costs of production,
purchase of equipment,
fartilizare and caadc
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Partial reimbursement of costs
for crop insurance, interest
rates on loans, and purchase of [*]
agricultural machinery
State support for agricultural
science, development of new
technologies and their
implementation in production
farms, attracting international
investment

Promoting the development of
rural infrastructure, supporting

Fig. 4.2.1. Main Forms of Budgetary Financing in the Agrarian Sector

The interaction between budgetary financing and bank lending in Ukraine remains
underdeveloped, which complicates the mobilization of financial resources for the
agrarian sector. Public funds can serve as instruments for interest rate compensation or as
guarantee funds for banks; however, such mechanisms are still insufficiently implemented
in Ukraine. A significant financing gap exists between large agroholdings and small-scale
farms, resulting in a concentration of financial resources in the hands of major market
players and placing smaller producers at a competitive disadvantage.

Alternative financial instruments are gaining increasing significance in the context
of globalization and rapid transformations in financial markets. These instruments
represent methods of capital mobilization that do not rely on traditional financial
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institutions such as banks or stock exchanges. One of the most accessible and widely used
alternative tools is crowdfunding, which enables businesses, startups, or individuals to
raise funds from a large number of contributors via online platforms such as Kickstarter
or Indiegogo.

Another important form of alternative financing is capital raised through digital
assets, including cryptocurrencies and asset tokenization. Cryptocurrencies like Bitcoin
or Ethereum facilitate financial transactions without intermediaries and provide access to
global capital markets. Tokenization allows the conversion of physical or other types of
assets (e.g., real estate, securities) into digital form, making it possible to invest in
fractional ownership and thereby increasing accessibility for small investors.

Additionally, private debt markets have gained traction, enabling investors to lend
directly to companies or individuals while bypassing traditional financial intermediaries.
This is typically facilitated through online platforms such as LendingClub or Funding
Circle.

There are also alternative methods for investing in high-risk assets, such as venture
capital and angel financing, which allow investors to support innovative startups that do
not yet have access to traditional sources of funding. These instruments offer the potential
for high returns, but they also carry significant risks due to limited regulation and a high
degree of uncertainty.

All of these alternatives provide both businesses and investors with new
opportunities for growth and development. However, they also pose challenges in terms
of investor protection and the need for appropriate regulatory frameworks.

International financial institutions actively support Ukraine’s agrarian sector through
financial instruments aimed at promoting sustainable agricultural development and the
adoption of innovative environmental technologies. In particular, the World Bank has
allocated a $200 million loan to Ukraine to attract private investment in the agricultural
sector, ensuring stable financing and creating favorable conditions for the growth of
agricultural enterprises. Additionally, the World Bank launched the ARISE program,
which provides $320 million in grants and a $230 million loan to support small and
medium-sized agricultural producers, facilitating access to funding through concessional
loans and grant assistance (Ministry of Agrarian Policy and Food of Ukraine, 2025;
Kyivstar Business HUB, 2025). The European Bank for Reconstruction and Development
is also actively involved in financing the agricultural sector, offering loans for
infrastructure modernization, the introduction of advanced technologies, and the support
of environmental initiatives in agriculture.

The International Monetary Fund, in turn, provided Ukraine with $1.1 billion in
financial assistance in September 2024, part of which was allocated to support agricultural
producers and enhance the stability of agricultural enterprises amid global economic
challenges. In February 2025, the IMF initiated a review of its lending program with
Ukraine, which may provide an additional $917 million, including targeted support for
the agrarian sector, with a focus on sustainable development and the implementation of
environmentally friendly technologies in agriculture (Ministry of Agrarian Policy and
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Food of Ukraine, 2025; Kyivstar Business HUB, 2025). These investments aim to
improve the efficiency of agricultural production, promote the adoption of technologies
that reduce environmental impact, and ensure access to essential financial resources for
agricultural producers.

Overall, the support provided by international financial institutions plays a
strategically important role in fostering the development of Ukraine’s agrarian sector. This
assistance not only helps to stabilize the sector during times of economic crisis but also
facilitates the introduction of advanced technologies and the modernization of production
processes. These developments are crucial for enhancing Ukraine’s competitiveness on
international markets and for strengthening national food security, particularly in the
context of post-war recovery and long-term sustainable development.

Moreover, the involvement of global institutions encourages the alignment of
Ukraine’s agricultural sector with international standards, including those related to
environmental sustainability, social responsibility, and innovation-driven growth.
Through financial instruments such as concessional loans, grants, technical assistance,
and investment guarantees, international actors support systemic reforms and build
institutional capacity.

However, despite the growing volume of external assistance, the agricultural sector
continues to face a number of systemic constraints that hinder the effective mobilization
and utilization of financial resources. Among the most critical obstacles are
macroeconomic instability, high inflation rates, political uncertainty, currency
fluctuations, and regulatory deficiencies, particularly in the area of agrarian finance.
Furthermore, small and medium-sized agricultural producers often suffer from limited
financial literacy, insufficient collateral, and weak credit histories, which restrict their
access to both domestic and international sources of financing.

To overcome these challenges, a comprehensive and coordinated strategy is required.
Such a strategy should include the enhancement of public policy frameworks for
agricultural financing, the development of effective risk-sharing mechanisms (including
credit guarantees and insurance schemes), the expansion of public-private partnerships,
and the simplification of procedures for obtaining financial support. In addition, it is
essential to promote innovative financial tools, such as crowdfunding, digital finance, and
blended finance mechanisms, which can open new opportunities for small-scale farmers
and agricultural entrepreneurs. Strengthening institutional cooperation between the
government, financial institutions, development partners, and the private sector will also
be vital for ensuring the long-term resilience and competitiveness of Ukraine’s agrarian
economy.

Thus, improving the financial support of the agrarian sector involves the application
of various financial instruments to achieve maximum efficiency with minimal costs,
ensuring stable access to financing for agri-producers and reducing financial risks. The
main aspects of optimizing financial support for the agrarian sector include:

- attracting and efficiently utilizing financial resources;

- modernization of financial instruments and mechanisms;
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- development and implementation of budgetary and financial programs;

- improving the effectiveness of fund utilization in agriculture;

- creating favorable conditions for investors.

Overall, optimizing financial support for the agrarian sector requires a
comprehensive approach to financial management, which helps increase the efficiency of
agricultural production and ensures its sustainable development in the context of
economic instability and climate change.

Optimization of financial support for the agrarian sector should be based on creating
a favorable financial environment that ensures equal access to financing for all market
participants, stimulates innovation, and enhances the competitiveness of Ukraine's
agrarian sector in the global market.

Financing the agrarian sector of Ukraine is a complex and multifaceted issue that is
based on two primary mechanisms: budgetary support and bank lending. Each of these
mechanisms has its own specific features and implementation challenges, which require
in-depth analysis to develop optimal strategies for improvement.

Budgetary financing serves as a crucial instrument of state policy in the agrarian
sector, implemented through government programs, subsidies, grants, and financial aid
aimed at stimulating agricultural development, improving infrastructure, ensuring food
security, and supporting the sustainable growth of the sector.

In recent years, budgetary funding for agriculture in Ukraine has increased; however,
the amounts allocated still fall short of fully meeting the sector's needs. According to the
Ministry of Agrarian Policy and Food of Ukraine, state expenditures to support farmers
in 2023 amounted to over UAH 60 billion, which is 12% more than in 2022. Nevertheless,
when compared to the actual needs of the sector, these expenditures remain insufficient
to ensure effective development, particularly for small and medium-sized enterprises
(Ministry of Agrarian Policy and Food of Ukraine, 2025).

The analysis of agricultural financing from the Consolidated Budget of Ukraine
during 2018-2024 reveals significant fluctuations in expenditure volumes, reflecting the
country’s economic conditions and shifting state priorities over different periods (Fig
4.2.2). In particular, in 2024, expenditures on agriculture increased by 4,27% according
to the revised plan and by 3.21% based on actual execution compared to 2018, indicating
a gradual rise in funding despite the challenges of previous years. At the same time, in
2022 and 2023-years marked by the severe impact of war — there was a noticeable decline
in expenditures, with execution levels reaching only 82,60% and 79,56%, respectively.
This drop can likely be attributed to the need for prioritizing funding for other sectors of
the economy and national security.

Compared to 2022, expenditures on agriculture in 2024 increased by 23,00%
according to the plan and by 36,28% in actual execution, indicating a recovery of funding
after significant cuts in previous years. This financial rebound in 2024 can be seen as
evidence of economic stabilization and renewed investment in the agricultural sector
following a crisis caused by both external and internal factors — particularly the war, which
affected the fulfillment of budgetary obligations in previous years.
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Fig. 4.2.2. Expenditures on Agriculture from the Consolidated Budget of Ukraine
in 2018-2024 (Open Budget, 2025)

One of the main directions of budgetary financing is subsidies and grants aimed at
compensating the cost of agricultural machinery, fuel, and supporting environmentally
friendly production. Another important tool is grant programs for small farms, which are
focused on supporting investments in the development of agricultural infrastructure.

Despite the positive dynamics in the amount of allocated funds, the efficiency of
budget program implementation remains quite low. One of the main problems is the
uneven distribution of financial resources. Large agroholdings receive the majority of
subsidies and grants, while small farmers face difficulties in accessing state support due
to limited access to programs, complicated documentation, and the lack of clear criteria

for obtaining funding (Table 4.2.1).
Table 4.2.1

The distribution of budgetary subsidies among different categories of agrarians in 2023
(Committee of the Verkhovna Rada of Ukraine on Agrarian and Land Policy, 2025;
Ministry of Agrarian Policy and Food of Ukraine, 2025)

Agricultural categorics Amount of subsidies, min Share in total
UAH amount (%)
Large agribusiness holdings 40000 66
Small and medium-sized farmers 12000 20
Other agricultural enterprises 8000 14

In our opinion, to improve the efficiency of budget funding, it is necessary to:
- Introduce clearer criteria for providing subsidies and grants.
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- Simplify the procedures for obtaining financing for small and medium-sized
agricultural enterprises.

- Implement mechanisms that ensure a more transparent distribution of funds,
particularly through electronic platforms for submitting applications and verifying their
compliance with requirements.

Bank lending is another significant source of financing for farmers. However, there
are several problems in this area, including high interest rates, limited access to credit
products for small and medium-sized agricultural enterprises, and a low level of trust from
banks in the agricultural sector as a high-risk industry.

For farmers to develop their businesses, they need access to financial resources.
However, currently, only 30-40% of agricultural enterprises have the opportunity to obtain
loans from banks. The main issues are high interest rates (ranging from 18% to 25%
annually), which make lending unprofitable for most farmers, and the lack of sufficient
collateral assets among small farmers to obtain loans.

Banks are reluctant to lend to agricultural producers due to the high level of risks
associated with unstable weather conditions, fluctuations in market prices for agricultural
products, and currency exchange rate volatility. These factors make loans for the
agricultural sector more expensive and less accessible, thereby hindering the sector’s
development.

Thanks to government programs implemented in Ukraine, agricultural producers
have access to financial resources necessary for development, modernization of technical
equipment, implementation of innovations, and covering current operational expenses.
The most successful and popular lending initiative, implemented with the support of the
President and the Cabinet of Ministers of Ukraine through the Ukrainian State
Entrepreneurship Support Fund, is the “Affordable Loans 5-7-9%" program.

According to the Ministry of Agrarian Policy and Food of Ukraine, in 2024, 46% of
all loans issued were granted under this program. Over the course of the year, more than
13000 agricultural producers received approximately UAH 105 billion in loans, with 9000
producers participating specifically in the “Affordable Loans 5-7-9%” program, receiving
UAH 47 billion. As of early 2025, 549 agricultural enterprises have already attracted UAH
2,3 billion in funding through this state initiative (Fig 4.2.3) (Ministry of Agrarian Policy
and Food of Ukraine, 2025).

In 2022, the largest volumes of lending to farmers were observed in the Kyiv region
(15,5 billion UAH), Vinnytsia region (10,2 billion UAH), Kirovohrad region (8,6 billion
UAH), Dnipropetrovsk region (6,8 billion UAH), and Odessa region (6 billion UAH).
However, by the beginning of 2025, the amount of loans disbursed in these regions
significantly exceeded the figures of 2022. In particular, in the Kyiv region, the amount
increased by 15,7 times, in Vinnytsia region by 15 times, in Kirovohrad region by 21
times, in Dnipropetrovsk region by 21,2 times, and in Odessa region by 34,8 times. The
“Affordable Loans 5-7-9” program offers enterprises the opportunity to obtain financing
for the purchase of agricultural machinery, modernization, production expansion, and
provision of working capital.
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Fig. 4.2.3. Loans received by agricultural enterprises by region under the “Affordable
Loans 5-7-9%” program since the beginning of 2025 (Kyivstar Business HUB, 2025)

The government continues to support entrepreneurs through the mechanism of
interest rate compensation for loans. In February, the Entrepreneurship Development
Fund received approximately 1,7 billion UAH for this purpose within the framework of
the "Affordable Loans 5-7-9%" program. This is the second financial contribution in 2025
—in January, 1,5 billion UAH was allocated. Thus, the total amount of compensation over
two months amounted to 3,2 billion UAH, and the government continues to follow its
course of creating favorable lending conditions for businesses (Ministry of Economy of
Ukraine, 2025).

The budget for 2025 allocates 18 billion UAH for financial support to entrepreneurs.
These funds are directed to cover the difference between market rates and favorable loan
conditions, allowing entrepreneurs to receive financing at reduced interest rates. Since the
beginning of 2025, Ukrainian businesses have already secured 3727 preferential loans
totaling 11,7 billion UAH. Overall, since the launch of the program in 2020, entrepreneurs
have received 107,4 loans amounting to 371,8 billion UAH. The program is most actively
used by representatives of the manufacturing industry, agriculture, and trade. The regions
with the highest amounts of issued loans include Lviv, Dnipropetrovsk, Kyiv, Odesa,
Kharkiv, Vinnytsia, Poltava, and the capital city (Kyiv). A total of 46 banks have joined
the initiative. The largest number of loans have been issued by PrivatBank (49,6
thousand), Oschadbank (16,6 thousand), and Ukrgasbank (5,9 thousand) (Ministry of
Economy of Ukraine, 2025).
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The interest rate on loans ranges from 5% to 9% per annum, depending on the
category of the borrower and the area of activity, with a portion of the interest rate being
compensated from the state budget. The main advantages of the program include a
reduced loan interest rate and a simplified loan application process for small and medium-
sized agricultural enterprises. At the same time, one of its drawbacks is that it does not
cover all areas of agricultural activity.

Banking institutions actively cooperate with the state in implementing preferential
credit programs for agricultural producers, providing financing through specialized
agricultural funds that support the development of various sectors of the agricultural
market. In addition, banks may offer advisory services on financial management, risk
minimization, and business plan development for obtaining loans, which enables farmers
to better plan their financial resources and take advantage of available credit opportunities.

In our opinion, to improve the situation with bank lending, it is necessary to:

- Develop mechanisms for state guarantees on loans, which would reduce risks for
banks.

- Introduce interest rate subsidies for loans to small and medium-sized agricultural
enterprises.

- Create state-backed guarantee platforms to partially cover risks associated with
lending.

According to the World Bank (World Bank, 2025), budgetary financing and bank
lending vary depending on the economic situation, government policies, and agricultural
development plans in different countries around the world (Table 4.2.2).

International Experience in Budgetary Financing and Bank Lending to the
Agricultural Sector demonstrates considerable variability depending on economic policy
and the structure of the agricultural sector in different countries.

In the United States, government support is implemented through the USDA, which
provides subsidies, insurance, and funding for rural development. Bank lending is carried
out by the Farm Credit System, which issues over $200 billion in loans annually,
contributing significantly to the modernization of agriculture.

The European Union finances its agricultural sector through the Common
Agricultural Policy (CAP), with an annual budget of approximately €58-59 billion. This
policy ensures income stability for farmers and supports rural development, although it
can sometimes create competitive imbalances among member states.

In Canada, financing is provided through the Farm Credit Canada (FCC), which
allocates around $3-5 billion annually. The total volume of bank loans to the sector
reaches $40-50 billion, ensuring access to financial resources but also increasing
dependence on lenders.

Australia funds its agricultural sector primarily through government assistance
programs during natural disasters and investments in infrastructure. However, the overall
volume of financing remains relatively small (AUD 2-4 billion), which may limit farmers'
capabilities during periods of economic crisis.
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Table 4.2.2

Financing and lending to the agricultural sector in different countries
for the period 20202023 (World Bank, 2025)

Country

Budget financing
(billion USD per year)

Bank lending
(billion USD per year)

USA

USDA programs include
subsidies, insurance support for
farmers, and rural development
financing, with total funding
amounting to approximately $20-
25 billion annually

The Farm Credit System provides
specialized loans for farmers and
agribusinesses, with an annual loan
volume exceeding $200 billion
USD

EU

The Common Agricultural Policy
(CAP) includes subsidies, rural
development initiatives,  and
financial ~ support in  crisis
situations, with approximately
€58-59 billion allocated annually
for agricultural subsidies

Banks offering preferential interest
rates for agricultural loans provide
funding amounting to several
hundred billion euros. These
financial institutions support the
agricultural sector by facilitating
access to affordable credit for
farmers and agribusinesses

Canada

The Farm Credit Canada (FCC)
supports farmers through loans,
subsidies, and investments, with an
annual allocation of approximately
$3-5 billion USD

Specialized  programs  from
Canadian banks with low rates for
farmers (about 40-50 billion USD)

Australia

Government funding for natural
disasters, subsidies and
infrastructure investment (at the
level of 2-4 billion Australian
dollars)

Banks that provide loans for the
development  of  agricultural
enterprises with special conditions
(about 30-35 billion Australian
dollars)

China

Government funding, reduced loan
rates for farmers, investments in
agricultural modernization (about
$10-15 billion)

Agricultural Bank of China offers
soft loans to farmers (over $150
billion)

China actively supports agriculture through budgetary funding (USD 10-15 billion
annually) and lending via state-owned banks such as the Agricultural Bank of China,
which issues over USD 150 billion in loans. This facilitates large-scale development of
the agricultural sector but also creates risks of debt burden for small-scale farmers.

Overall, effective financing of the agricultural sector promotes the stability of food
markets, innovative development, and enhanced competitiveness. However, excessive
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reliance on government support can distort market mechanisms, while high levels of credit
activity may pose risks of debt instability.

Analysis of international experience shows that for sustainable development of the
agricultural sector, it is essential to create favorable conditions for attracting financial
resources from both public and private sectors. For instance, countries like the
Netherlands and Canada actively use agricultural receipts as a financing tool, allowing
farmers to receive loans against future harvests. They also implement agricultural risk
insurance programs, providing farmers with additional confidence in the stability of their
operations.

Notably, in Ukraine, agricultural receipts have already helped agricultural producers
secure financing of over UAH 32 billion. Thanks to joint efforts by civil society, the state,
and the private sector, agricultural receipts have become one of the most widespread and
convenient financing tools in Ukrainian agriculture.

The agricultural receipt should evolve from a commodity-based document into a
securities transaction, which would significantly expand farmers’ opportunities to attract
additional funds. The first international agricultural receipt was issued by a farmer from
the Chernihiv region for the delivery of 10000 tons of corn from the next harvest. The first
international financial agricultural receipt was issued by a producer from the Lviv region
in the amount of USD 50000, secured by 140 tons of future rapeseed harvest.

In Ukraine, such instruments are only beginning to develop. Agricultural enterprises
still face certain limitations in accessing international grants and programs, mainly due to
complex reporting requirements and limited access to international financial institutions/

In our opinion, for Ukraine's agricultural sector to develop sustainably, it is essential
to combine budgetary financing with effective bank lending. Key steps include:

- Improving state support programs for the agricultural sector.

- Increasing access to credit for small and medium-sized agribusinesses.

- Introducing mechanisms for state-backed credit risk insurance and establishing
dedicated support funds for agricultural producers.

By leveraging global experience and adapting best practices, Ukraine can enhance
the effectiveness of agricultural financing, contributing to sustainable development and
ensuring the country’s food security.

As we have already established, Ukraine's agricultural sector plays a strategically
important role in the country's economy, ensuring food security, contributing a significant
share to GDP and export revenues. However, its sustainable development largely depends
on proper financial support. In the context of martial law, infrastructure destruction,
increasing risks, and the limited financial resources of agricultural producers, the issue of
optimizing funding sources has become particularly urgent.

Previous studies have shown that, at present, the financial support for Ukraine's
agricultural sector is characterized by a number of problems:

- insufficient budget funding: The volumes of state support are often inadequate to
cover the urgent needs of the sector, especially in the conditions of a wartime economy
and the need to restore affected territories;
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- limited access to bank credit: High interest rates, complex collateral conditions,
short credit terms, and increased risks of the agricultural sector limit the ability of many
agricultural producers, especially small and medium-sized ones, to attract bank financing;

- low efficiency in the use of budget funds: Existing mechanisms for the allocation
and use of budget support do not always ensure its targeted direction and maximum impact
on the development of the sector;

- insufficient coordination between budget financing and bank crediting: The lack of
clear mechanisms for synergy between these two key sources of funding leads to
duplication, inefficient use of resources, and missed opportunities to support the
agricultural sector;

- increased influence of external factors: War, instability in global markets, climate
change, and other external factors create additional financial risks for the agricultural
sector, necessitating the search for more resilient and adaptive financing models.

In our opinion, the optimization of financial support for Ukraine's agricultural sector
through the development of scientifically grounded approaches and practical
recommendations for improving state support mechanisms, stimulating bank crediting,
and establishing effective interaction between these funding sources will contribute to:

- increasing the financial stability and competitiveness of the domestic agricultural
sector;

- ensuring food security in the country amid wartime and post-war realities;

- attracting investment in the development of agricultural infrastructure and
innovative technologies;

- stimulating economic growth and creating new jobs in rural areas;

- improving the efficiency of the use of state funds and credit resources.

The optimization of financial support for Ukraine's agricultural sector requires a
comprehensive approach, which includes the integration of budget funding and bank
crediting with the implementation of innovative financial instruments, state support, and
expanding cooperation between the public and private sectors.

The activation of bank lending for agricultural producers requires macroeconomic
stabilization and the development of institutional support for agricultural crediting. This
includes specifying and protecting property rights to land, improving the legislative
framework for financial and credit support in the agricultural sector, particularly regarding
the assessment, registration, confiscation, and sale of collateral, enhancing state support
programs for crediting, and developing and implementing new technologies for managing
agricultural credit risks (Rozhko et al., 2021).

A promising direction involves the introduction of agricultural bonds as an
alternative source of financing. The implementation of government bonds with a fixed
yield will enable the accumulation of funds for the establishment of a dedicated support
fund for the agricultural sector, while the issuance of corporate bonds by large agricultural
enterprises will provide an opportunity to attract investment secured by future production
or assets.
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Creating an Agro-Financial Fund for public-private partnerships (PPP) seems like a
practical solution. By pooling resources from the state budget, banking institutions, and
international financial organizations, such a fund could help mitigate risks and improve
access to financing for farmers. State guarantees on a portion of loans would lower the
risk for banks, making credit more accessible to agricultural producers.

This could enhance the overall sustainability of the agricultural sector. Public-private
partnership (PPP) is a long-term collaboration between a government entity and the
private sector based on a contractual agreement aimed at implementing projects and
providing services that were traditionally carried out by the state. It is characterized by the
distribution of risks, responsibilities, and rewards, the involvement of private funding and
expertise, long-term project timelines, a focus on results, shared accountability, and a need
for transparency and accountability. Additionally, PPPs can take various forms, such as
concessions and management contracts, which help optimize resource use and improve
the efficiency of public service delivery by combining public interests with private
initiatives.

The implementation of agricultural bonds will enable:

- attraction of additional financial resources for the development of the agricultural
sector;

- reduction of dependence on traditional sources of financing (e.g., bank loans with
high interest rates);

- increased capital accessibility for large agricultural enterprises, facilitating the
implementation of investment projects;

- creation of supplementary opportunities for small and medium-sized farmers
through the redemption or partial collateralization of agricultural bonds.

Therefore, the introduction of agricultural bonds holds significant potential for
improving the financing of the agricultural sector in Ukraine, contributing to its
development and stability.

A crucial instrument for expanding access to finance is the establishment of a
guarantee fund for small and medium-sized farms. This will enable the mitigation of a
portion of credit risks and enhance the accessibility of bank loans by reducing collateral
requirements and lowering interest rates. The creation of an Agri-Financial PPP Fund
represents a significant initiative for the development of the agricultural sector, facilitating
the accumulation of financial resources from diverse sources and fostering the sustainable
development of agriculture and rural areas. The establishment of the fund entails the
provision of support to agricultural producers by ensuring their access to finance,
particularly for small and medium-sized agribusinesses. This measure aims to enhance
their production capabilities and secure financial stability within the sector. Furthermore,
investments will be directed towards the modernization of the agricultural sector through
the implementation of innovative technologies, the promotion of sustainable agricultural
practices, environmental conservation efforts, and the improvement of production
efficiency. To guarantee an effective and resilient financial framework, a diversification
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of funding sources is planned, encompassing the attraction of both public and private
capital, alongside resources from international financial institutions.

The operational framework of the fund will involve the mobilization of governmental
resources through preferential loans, subsidies, and investments, the engagement of
banking institutions in offering favorable credit terms and managing financial assets, the
attraction of investments, grants, and low-interest loans from international financial
organizations, and the incorporation of funding from private investors with a vested
interest in the industry's advancement. Effective fund management will be ensured
through a joint governance system encompassing both public and private sector
representation, the implementation of transparency and accountability measures via
supervisory bodies and clear project evaluation protocols, and the establishment of
mechanisms for providing long-term loans, preferential credits, and grants to support
specific projects and enterprises.

The establishment of an Agri-Financial Public-Private Partnership Fund holds
significant potential for the development of the AIC; however, it necessitates meticulous
planning, management, and control to minimize risks and maximize positive outcomes. It
represents a complex and large-scale undertaking that requires a well-considered approach
and interaction among state institutions, banks, international financial organizations, and
private investors.

The establishment of an Agri-Financial PPP Fund represents a critically important
step for the sustainable development of Ukraine's agricultural sector, particularly amidst
current economic challenges and the imperative for post-conflict recovery. This is because
it will ensure the expansion of access to finance for a vital sector, reduce the financial
burden and risks for agricultural producers, stimulate investment in modernization and
sustainable development, diversify funding sources and enhance the industry's resilience,
foster the development of rural territories, improve the transparency and efficiency of fund
utilization, thereby enabling a significant increase in the pool of available financial
resources for agriculturalists, decreasing the financial strain and making access to funds
more attainable through preferential loans, subsidies, or partial guarantees, mitigating a
portion of the credit risks for banks, encouraging them to more actively lend to the
agricultural sector, finance projects related to innovative technologies, sustainable
agriculture, energy efficiency, and environmental conservation, attract best practices and
funding for sustainable development projects from international organizations,
consolidate public, private, and international funds to diversify funding sources, attract
additional investment from private investors, positively impact the development of rural
areas by creating new jobs and improving infrastructure, ensure the transparency and
efficient use of funds through a clear management structure and control mechanisms, and
also facilitate the harmonization of financial support for the agricultural sector with the
practices of the European Union. This constitutes a strategic initiative aimed at the
comprehensive development of the agricultural sector, enhancing its competitiveness,
ensuring the country's food security, and promoting the sustainable development of rural
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areas, the successful operation of which necessitates a clear state policy, effective
interaction among all stakeholders, and transparent management mechanisms.

The advantages of establishing the fund, along with associated risks and challenges
identified through SWOT analysis, are presented in Fig. 4.2.4.

Strengths Weaknesses

— attracting multiple sources of financing | — risk of ineffective use of funds
— supporting small and medium-sized | — possibility of improper
agribusiness distribution of funds
— stimulating investments in the |— dependence on the state budget
modernization of the agricultural sector — little experience in creating such
— developing rural areas funds

Opportunities Threats
— creation of new jobs — political changes and instability
— modernization of agricultural | — low level of trust in institutions
enterprises — economic risks
— expansion of international cooperation | — competition for funding
— increasing environmental sustainability

Fig. 4.2.4. Advantages of Establishing the Agri-Financial Fund, Risks, and Challenges

The analysis of the prospective Agri-Financial Fund reveals substantial strengths,
notably its capacity to attract diverse funding sources—governmental, banking (both
domestic and international), global financial organizations, and private investors—
thereby ensuring resilience and long-term support. The fund holds the potential to bolster
small and medium-sized agribusinesses, fostering their growth and contributing to food
security, as well as to stimulate investment in agricultural modernization through
technological adoption and sustainable development. Furthermore, the fund can facilitate
rural development by generating economic activity and enhancing the quality of life.

Concurrently, inherent risks include the potential for inefficient resource utilization
due to inadequate oversight and transparency, alongside the possibility of misallocation,
encompassing corruption. Reliance on the state budget may introduce long-term
vulnerabilities. The limited prior experience in establishing comparable funds within
Ukraine could lead to implementation challenges. Realizing the fund's potential
necessitates strategic planning and robust governance frameworks.

The analysis of the potential Agri-Financial Fund reveals several significant
advantages that underscore its importance for the sustainable development of Ukraine's
agricultural sector. A key benefit is its capacity to attract diverse funding sources,
including governmental allocations, domestic and international banking institutions,
global financial organizations, and private investors. This diversification establishes a
robust and resilient financial foundation, reducing reliance on singular sources and
enhancing the fund's overall sustainability for long-term agricultural support.
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An important aspect is the fund's potential to provide critical support to small and
medium-sized agribusinesses, fostering their growth and strengthening the country's food
security. The fund should also stimulate investment in the modernization of agriculture
through the adoption of advanced technologies, sustainable farming practices, and
efficient resource management, which is vital for increasing productivity and
competitiveness. Furthermore, the Agri-Financial Fund can play a significant role in the
development of rural territories, contributing to the creation of new jobs and the
improvement of infrastructure.

At the same time, potential risks need to be considered. These include the possibility
of inefficient fund utilization due to inadequate oversight and transparency, as well as the
risk of misallocation, including corrupt practices. Dependence on the state budget may
create certain long-term financial vulnerabilities. Additionally, the limited prior
experience in establishing similar large-scale agri-financial funds in Ukraine could lead
to certain difficulties during the implementation phase. For the successful realization of
the fund's potential, thorough strategic planning, the creation of reliable and transparent
management mechanisms, and the engagement of relevant expertise are necessary.

In conclusion, the SWOT analysis of the proposed Agri-Financial Fund for Ukraine
reveals a compelling landscape of both potential and peril. The strengths of attracting
diverse funding, supporting small and medium-sized agribusinesses, stimulating
modernization, and fostering rural development provide a strong foundation for positive
impact. The identified opportunities in job creation, enterprise modernization,
international cooperation, and enhanced ecological sustainability offer a promising
trajectory for growth and long-term benefits.

However, these positive aspects are counterbalanced by significant weaknesses
including the risks of inefficient fund utilization and improper resource allocation,
potential dependence on the state budget, and limited prior experience in establishing such
a fund. Furthermore, the threats posed by political instability, low institutional trust,
economic risks, and competition for funding cannot be understated.

Ultimately, the successful realization of the Agri-Financial Fund's potential hinges
on the proactive and strategic management of its weaknesses and threats. Robust
governance structures emphasizing transparency and accountability are paramount to
mitigating the risks of inefficiency and corruption, thereby fostering trust and attracting
both domestic and international support.

Diversifying funding sources beyond the state budget is crucial for ensuring the
fund's long-term sustainability and resilience to political and economic fluctuations.
Leveraging international expertise and adopting a phased implementation approach can
help overcome the challenges associated with limited prior experience.

By capitalizing on its inherent strengths and the identified opportunities while
diligently addressing its weaknesses and mitigating potential threats, the Agri-Financial
Fund has the potential to be a transformative instrument for the sustainable development
and enhanced competitiveness of Ukraine's vital agricultural sector and its rural
communities. However, its success will be contingent upon a well-defined strategy,
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effective implementation, and unwavering commitment to sound financial management
and transparent governance.

An additional direction for improving the financing of the agricultural sector is the
integration of financial technologies into lending processes and the allocation of budgetary
funds. The integration of financial technologies (FinTech) into lending processes and the
allocation of budgetary funds holds immense potential for enhancing the efficiency,
transparency, and accessibility of financial services. The application of FinTech in these
areas can significantly transform the way financial institutions, governments, and
entrepreneurs interact.

Key aspects of financial technology integration include:

1) Integration of FinTech into Lending Processes:

- Automation of Credit Processes. Modern financial technologies enable the
automation of a significant portion of the lending process, particularly creditworthiness
analysis. Algorithms based on Al and machine learning can assess risks, verify credit
histories, and even predict the likelihood of loan repayment.

- Improved Access to Credit. FinTech can assist small and medium-sized
agribusinesses, as well as individual entrepreneurs, in obtaining loans even if they lack
sufficient credit history or collateral. This is possible through alternative creditworthiness
assessment methods, such as the analysis of behavioral data, social networks, or other
non-traditional information sources.

- Online Lending and P2P Platforms. Peer-to-peer (P2P) lending platforms allow
individuals or businesses to provide or obtain loans without intermediaries in the form of
banks. Such platforms make lending more accessible and cheaper.

- Mobile Applications and Digital Wallets. Mobile technologies and applications
enable the rapid submission of loan applications and the receipt of funds without the need
to visit banks or other financial institutions. This provides convenience for customers and
reduces servicing costs.

2) Integration of FinTech into the Processes of Public Budget Allocation

The integration of financial technologies (FinTech) into public financial
management offers significant potential to enhance transparency, efficiency, and
accountability in the distribution of budgetary resources.

— Transparency and expenditure control - FinTech solutions can assist governments
in efficiently allocating budgetary funds and ensuring transparent use of public finances.
For instance, the application of blockchain technology enables the creation of systems in
which all transactions are securely recorded and verifiable in real time. This significantly
reduces opportunities for misappropriation and corruption, while fostering trust in public
institutions.

— Digital platforms for fund distribution - Public authorities may develop digital
platforms to facilitate the allocation of budgetary resources, whereby stakeholders (e.g.,
entrepreneurs, civil society organizations) can submit applications for grants or project
funding. These platforms streamline the application process, automate document
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verification, and enhance monitoring and evaluation of fund utilization, thereby
improving administrative efficiency and governance.

— Electronic auctions and procurement tenders - The use of electronic platforms for
conducting tenders and auctions ensures transparency, reduces the risk of malpractice, and
promotes fair competition. Such technologies minimize administrative costs and provide
equal access to public financial support, thereby increasing the overall effectiveness of
budget execution.

— Integration with public registries and databases - FinTech applications can be
integrated with existing governmental registries, such as business registration databases,
land registries, and other relevant administrative records. This facilitates automated
verification of eligibility for budgetary support and enhances the integrity of the
distribution process by ensuring that funds are allocated to legitimate and compliant
entities.

The advantages of FinTech integration include improved accessibility and efficiency
of financing, enabling greater access to funds for small businesses, farmers, and other
economic participants, particularly when traditional banks may be cautious in lending;
reduced administrative costs through the automation of processes, lowering expenses for
loan management and the allocation of budgetary funds, allowing for a focus on strategic
aspects; facilitated monitoring and reporting, enabling governments to more effectively
track the use of budgetary funds and promptly identify deviations from the plan, allowing
for timely adjustments; and enhanced transparency, as FinTech fosters the creation of
more transparent financial systems where all transactions can be tracked using blockchain
technologies and digital platforms, reducing the likelihood of fraud and corruption.

The challenges and limitations of FinTech integration include security and data
protection, as the processing of large volumes of sensitive information necessitates robust
cybersecurity measures and the development of reliable protection systems against
hacking attacks and data leaks; infrastructure and technological barriers, where successful
integration into state processes requires adequate infrastructure and a high level of digital
literacy among users, potentially posing difficulties in countries with low levels of
information technology development; and regulatory challenges, requiring governments
and financial organizations to establish a legal framework for regulating FinTech use,
including defining legal norms for digital loans, electronic payments, and the allocation
of budgetary funds through online platforms.

The integration of financial technologies into the processes of lending and public
budget allocation can significantly enhance the efficiency, accessibility, and transparency
of financial operations. At the same time, it is crucial to ensure an adequate level of
cybersecurity, technological infrastructure, and regulatory oversight for the successful
implementation of these technologies at all levels.

The use of blockchain platforms and digital tools—particularly the development of
a digital agricultural passport for farming enterprises—can ensure transparency in funding
allocation, streamline credit scoring procedures, and strengthen oversight over the
utilization of financial resources. Furthermore, it is advisable to introduce preferential
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financing mechanisms for enterprises focused on sustainable development and
environmentally friendly technologies.

The implementation of “green” financial instruments, including concessional credit
programs for agricultural producers who adopt environmentally sustainable practices or
utilize renewable energy sources, will contribute to the development of a resilient and
sustainable agricultural sector.

The key aspects highlighting the importance of introducing green investments
include:

1) Promotion of sustainable practices in agriculture. Environmentally friendly
production methods—such as organic farming and the reduction of chemical pesticide use
— contribute to the long-term sustainability of agricultural systems.

2) Renewable energy integration. The use of solar, wind, bioenergy, and other
renewable energy sources enables a reduction in energy costs and the carbon footprint of
agricultural operations.

Given the increasing global demand for organic and environmentally sustainable
products, agricultural producers adopting green practices can gain a competitive
advantage in international markets. They may be able to export their products at premium
prices, offsetting the additional energy and technological investment costs. In developed
market economies, many companies and consumers prioritize purchasing products that
are certified as environmentally friendly or organic. Establishing such certification
standards and supporting producers through green credit schemes can assist farmers in
certifying their products and accessing these high-value markets.

The use of renewable energy sources and the adoption of more environmentally
friendly production methods significantly reduce greenhouse gas emissions, thereby
lowering the ecological footprint of the agricultural sector. Sustainable production
practices may include crop rotation, agroforestry, and the preservation of natural
ecosystems on agricultural land, all of which contribute to the conservation of biodiversity
and natural resources.

The introduction of green financial instruments — particularly low-interest loan
programs for agricultural producers that implement eco-friendly practices or utilize
renewable energy — will undoubtedly foster the development of sustainable agriculture.
These measures will help preserve the environment, enhance production efficiency, and
strengthen the competitiveness of agricultural producers both domestically and
internationally.

The implementation of the proposed initiatives will improve the efficiency of
financial support for the agricultural sector, expand access to financial resources,
minimize credit risks, and contribute to the establishment of a resilient financing model.
Such a model will ensure long-term stability and global competitiveness for Ukraine’s
agricultural sector.
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The research has established that the financial support system of the agricultural
sector is a multi-component framework that includes budgetary financing, bank lending,
investments, grant programs, and other financial mechanisms. It has been determined that
the effectiveness of agricultural sector financing depends on the optimal combination of
state support and market-based financial instruments.

The study revealed that budgetary financing plays a crucial role in supporting the
agricultural sector; however, its scale remains insufficient to ensure the sustainable
development of the industry. It was found that government support programs — such as
subsidies, grants, and compensation mechanisms — often exhibit low efficiency due to
bureaucratic procedures, delays in fund allocation, and limited access to state aid for small
and medium-sized enterprises.

The analysis demonstrated that bank lending to Ukraine’s agricultural sector remains
underdeveloped due to high interest rates, significant collateral requirements, and a low
level of trust from financial institutions towards agricultural enterprises. Despite the
availability of specialized credit programs, a substantial portion of agribusinesses face
difficulties in accessing bank loans, which constrains their capacity to invest in production
development.

The research has identified key challenges in the financial support system of the
agricultural sector, including insufficient state resources, limited access to bank loans,
financial environment instability, and the impact of macroeconomic risks and political
uncertainty. It was found that the interaction between budgetary financing and bank
lending remains inefficient, creating additional barriers to the development of the
agricultural sector.

An examination of international practices in agricultural sector financing has shown
that successful countries actively employ mechanisms such as public-private partnerships,
credit insurance, flexible loan programs, and subsidized lending. It was determined that
the adaptation of these mechanisms to Ukrainian conditions could significantly improve
access to financial resources for agricultural enterprises.

Based on the conducted analysis, the following proposals were made: to optimize
state support mechanisms by increasing their transparency and accessibility for all
agricultural market participants; to expand preferential credit programs for agricultural
enterprises with the inclusion of government guarantees; to introduce new financial
instruments, such as agricultural receipts, credit insurance mechanisms, and the
development of alternative sources of financing; to strengthen cooperation between banks,
public institutions, and agribusinesses to create a more favorable financial environment.

Thus, the findings of the study confirm the necessity of a comprehensive approach
to agricultural sector financing, which implies the interaction of budgetary support, bank
lending, and other financial mechanisms aimed at ensuring the sustainable development
and further post-war recovery of not only the agricultural sector, but also the entire
economy of Ukraine.
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