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FEATURES OF BANK LENDING TO ENTERPRISES OF AIC

The article is devoted to the theoretical study of the features of bank lending to agricultural enterprises. Analyzes the current state of
bank lending to agriculture, investigated the problems associated with providing loans to agricultural enterprises. The principles of lending to
agricultural producers at the present stage are formed. A specific measures to improve the credit facility. The factors that determine the cur-
rent state of the agro-industrial complex of Ukraine and features of the agricultural sector, affecting the credit relationship. On the basis of the
factors identified, the authors generalized problems of bank loans to the country’s agriculture. Identified problems of agricultural enterprises’
financial resources enable to determine the direction of improving the system of bank lending to domestic agricultural producers. The article
defines the directions of the state stimulation of agricultural sector of Ukraine through the implementation of the state financial interventions.
The feature of the favorable crediting is examined due to the help of the state. Considers the state support of agricultural enterprises through
the mechanism of reduction the prices of credits and offers the ways of improvement of crediting agricultural enterprises. The directions of
improving the process of lending of domestic agricultural enterprises by banks in the market conditions.

Keywords: credit, bank lending, agricultural enterprises, providing credit, favorable crediting.

Batpakosa T.l., MaunHok A.B., flyaap O.l. OCOBJINBOCTI BAHKIBCbKOIO KPEAUTYBAHHA NMIANPUEMCTB AMNK

CraTtTa npucBsyeHa TeopeTUYHOMY AOCIKEHHI0O 0COBNMBOCTEN BaHKIBCLKOrO KpeaMTYBaHHS CinlbCbKOrocnogapChkux NignpueMcTs.
[MpoaHaniaoBaHO NOTOYHMIA CTaH BaHKIBCHKOrO KpeaMTyBaHHS CinbCbKOro rocnogapcTaa, AOCHiMKEHO Npobnemu, Nos’a3aHi 3 HagaHHAM
KpeauTiB CinbCcbkorocnogapcbkum nignpuemctaam. ChopmMoBaHO NPUHLMNM KPEAUTYBaAHHS CinlbrocnBUMPOGHUKIB Ha Cy4acHOMy eTani,
KOHKPETHI 3axoaw LoAo NomninweHHs KpeauTHOI NiHii, (hakTopw, Wo BU3HaYaTb MOTOYHMI CTaH arponpoMMUCIIOBOrO KOMMNIeKey YkpaiHu
Ta 0coBNMBOCTI CiflbCbKOrOCNOAAPCHKOrO CEKTOPA, L0 BNAUBAOTL HA KPeAUTHI BiQHOCUHW. Ha OCHOBI BUSIBNEHUX YMHHWKIB, aBTOpamu
y3aranbHeHi npobnemun HagaHHsA GaHKIBCbKMX KpeauTiB CiflbCbKOMY roCrnofapcTBy KpaiHu. BusiBneHi npobnemu dgiHaHCOBMX pecypciB
CinbCbKOrocnoAapcbkMx NiANPUEMCTB JO3BOMSAIOTL BU3HAYNTY HANPSMOK BAOCKOHANEHHS CUCTeMU BaHKIBCbKOrO KpeaMTyBaHHS BiTYM3-
HSHKX CiNbrocnBUPOBHWKIB. Y CTaTTi BUSHAYEHO HaNPsSiMK AePXXaBHOTO CTVMYMIOBAHHS arpapHOro cektopa YKpaiHu LLNSXOM 34iCHEHHS
OepxaBHUX (hiHAHCOBUX iHTepBeHLin. OCOBNMBOCTI NiNbrOBOro KPEANTYBaHHSI PO3rMAHYTO B 3B’3KY 3 JONOMOrOK Aepxasu. NpoaHani-
30BaHa [iepXXaBHa MiATPUMKa CinbCbKOrOCMOAAPCHKUX NIANPUEMCTB Yepe3d MeXaHi3M 3HWKEHHS LiHW KPEAUTIB i MPOMOHYHOTECS LUNAXU
BOOCKOHAnNeHHs KpeanTyBaHHS CifbCbKOroCnoAapChkvx MianpuMeMCTB, HanpsiMKW BAOCKOHANEHHS NPoLecy KPeauTyBaHHS BITYM3HAHWX
CinbCbKOrocnogapcbkux nianpremMcTs 6aHkamm B pUHKOBUX YMOBaX.

KntouyoBi cnoBa: kpeawT, 6aHKIBCbKe KPeaUTyBaHHS, CiflbCbKOrocnoaapchki NianpueMcTBa, HagaHHs KpeauTy, NinbroBe KpeanTyBaHHS.

Batpakosa T.W., Mauunok A.B., lynaps O.1. OCOEEHHOCTWU BAHKOBCKOIO KPEQUTOBAHUA NPEONPUATUIA AMK

CTaTbsl NOCBsiLLEHa TEOPETUYECKOMY UCCIEA0BaHUI0 0COBEHHOCTEN BaHKOBCKOTO KPeAUTOBaHKS CENbCKOXO3SICTBEHHbIX Npeanpy-
ATUIA. TpoaHanManpoBaHo TEKYLLEE COCTOSIHME GaHKOBCKOTO KpeAMTOBAHMUS CENbCKOro X035MCTBa, UCCIeAoBaHbl Npobremsbl, CBsi3aHHbIe
C NPeAOCTaBIIEHNEM KPEAUTOB CEMNbCKOX03ANCTBEHHBIM NpeanpusiTusaM. CchopMUpoBaHbl NPUHLMMBLI KPeAUTOBaHUS CENbX03MNPou3BoaN-
Tenen Ha COBPEMEHHOM 3Tane, KOHKPETHblE Mepbl MO YNyYLLEHUIO KPeaUTHON NTMHWK, (DakTopbl, onpeaensiolme TekyLiee CoCTosiHue
arponpoMbILLNIEHHOMO KOMMIeKca YkpauHbl 1 0COBEHHOCTH CEMbCKOXO3SINCTBEHHOMO CEKTOpa, BNUSIIOLME HA KPEAWUTHBLIE OTHOLLEHWS.
Ha ocHoBe BbIsiBNeHHbIX hakTopoB, aBTopamut 0606LLeHbl Npobnembl NpefocTaBneHnst 6GaHKOBCKMX KPEAUTOB CEMNbCKOMY XO03SMCTBY
CTpaHbl. BbisiBNieHHble NpoGrembl (OMHAHCOBBLIX PECYPCOB CENbCKOXO3ANCTBEHHBIX NPeanpuUsTUA NMO3BONSIOT ONpedenvTb Hanpasne-
HUEe COBEPLLEHCTBOBAHMUS CUCTEMbI GAaHKOBCKOrO KpeaUTOBaHWS OTEHECTBEHHBIX CenbXo3npon3soguTenei. B ctatbe onpeaeneHbl Ha-
npaBneHus rocyAapCTBEHHOMO CTUMYMPOBAHKS arpapHOro cektopa YKpauHbl MyTeM OCYLLUECTBNEHUS rOCyAapCTBEHHbIX (PUHAHCOBBIX
MHTepBeHUMit. OcOBEHHOCTY NbIOTHOTO KPEAUTOBaHKS PacCMaTPUBAIOTCS B CBSI3N C NMOMOLLbI0 rocyaapcTaa. [poaHanuaupoBaHa rocy-
JapcTBeHHas NoAAEpXKKa CeNbCKOX03ANCTBEHHbBIX NPEANPUATANA Yepe3 MeXaHN3M CHUXEHUS LieHbl KpeaUToB W NpeanaratTcs nyTu co-
BEPLUEHCTBOBAHWS KPEAUTOBAHUS CENbCKOXO3ANCTBEHHbBIX NPEANPUATIAIA, HanpaBneHUst COBEPLUEHCTBOBaHWS MpoLiecca KpeanToBaHNs!
0TeYeCTBEHHbIX CEMbCKOXO3ANCTBEHHbBIX NPeAnpUATAA 6aHKaMW B PbIHOYHBIX YCITOBUSIX.

KnioueBble crioBa: kpeauT, GaHKOBCKOE KpeaMToBaHMe, CENbCKOXO3ANCTBEHHbIE NPeanpUsTUS, NPEeAOCTaBIeHe KpeauTa, NbroT-
HO€ KpeauToBaHWE.

Problem formulation. In conditions of Ukrain- of economy and state’s existence. At the same time,
ian integration into world economic space agricul- current condition of agricultural can be described by
tural sector is one of the most important branches of big amount of problems connected with inadequate
national economics, which effects both the functioning financing and low credit level of agro-industrial com-
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plex (AIC). The access of agricultural producers to
the credit is restricted, especially despite the current
macroeconomic and financial problems of the country.
Considering the concern of EU member countries in
Ukrainian suppliers of agricultural products and their
participating in the world food market, agricultural
sector needs to become a main point in Ukrainian eco-
nomic elaboration. This will be possible only in terms of
sufficient financial capacity of producers. Thereby, the
research of condition of bank credit of AIC companies,
identifying its problems and features in Ukraine along
with the way of improvement of access to financial pre-
sents our main intention.

Analyze of latest researches and articles. Many
domestic and foreign scholars like V.G. Andreychuk,
0O.E. Gudz, V.D. Bazylevych, L.O. Vdovenko, M.I. Sav-
luk, M.I. Demyanenko, B.A. Dadashev and others, dedi-
cated their works to research bank credit of agro-indus-
trial complex. Nevertheless, farms crediting problem
still unresolved and problematical. Quite a number of
issues have controversies and needs following research
with development of farm’s bank credit system in
Ukraine.

Formulation of objectives. The objectives of article
is studying and analyze the process of providing bank
credit to agro-industrial companies in Ukraine; setting
conditions and problems which appeared due to getting
a credit by farms.

The presentation of the main research material.
Agriculture like the main branch of Ukrainian AIC has
always been in the priority of country’s development.
About 25% of world’s black soil located in Ukraine,
and agricultural land area is approximately 43 mil-
lion of hectares, that’s 72% of whole country terri-
tory. Despite the simple fact, that AIC refers to be
the base of economics development and provided the
safety of food supply, current systems of farmers sup-
port in Ukraine are worst, than in developed countries.
Agricultural enterprises almost can’t save running
costs, which making dynamic development of this stra-
tegically important sector impossible. The absence of
proper support and ignoring the problems in this area
leading to depletion of AIC complex. We can reveal the
main course of government by checking which econom-
ics sectors got bank credits, and considered as most
developing [1; 2].
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steam and
conditioned air
supply

Real estate Agriculture, forestry
8% and fisheries ~ Mining and
11% quarrying
development

4% 2%
Process
Construction \ / manufacturing
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Transport, storage,
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motorcycles

48% 2%

Information and
Telecommunications

Pic. 1. Credits in different economics sectors gave
to non-financial corporations (in local currency) [3]

As it can be seen from the diagram, bank’s activi-
ties concentrated on trade and repair companies (48%),
operations of real estate (8%), construction companies
(7%). The smallest loans were granted in following
economics branches: fishing and fish farming (0,06% ),
education (0,03% ) that didn’t include in diagram. Also
low numbers have transport system (3%), electricity,

gas, steam and conditioned air supply (4%), besides,
AIC got only 11% assets of the banking system. It
should be said, that according to crediting of process-
ing industry, bigger share of credit resources is used
for crediting food (25.2%) and metallurgical indus-
tries (13.6%). Therefore, taking place crediting eco-
nomics sectors which doesn’t produce, but engaged in
the redistribution of the total product. Such situation
increases risks of instability of the financial system
and enlarges the potential of inflationary.

Consequently, the main problems of credit supply-
ing of agricultural sector are:

— insufficiency of credit resources, which can’t
provide expanded reproduction and development of
small and medium businesses in rural areas;

— Depreciation of local currency;

— High cost of bank credits;

— Difficult procedure of credit receiving;

— Inability to provide bail of agricultural land or
rental rights;

— Lack of guarantee in attracting credits [4].

FACTORS THAT WITHHOLDS CREDITING OF
AGRICULTURAL SECTOR

y

High risks of High rates Lack of liquidity
branch bail

The unresolved
issue of land

The presence of less
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Pic. 2. Factors which withholds crediting
of agricultural sector

In current situation fixed assets of farmers are wore
out, final product has high risks because of require
special storage conditions which can prevent damage.
Another big problem working against AIC is the unre-
solved issue of land market. According to “Land Code
of Ukraine” and new law about circulation of agricul-
tural lands (until January 1, 2018) nundination of
agricultural lands as state and municipal ownership is
not allowed, and that’s making impossible using those
lands as bail. Because of this law and high level of wore
out of farmers’ material and technical base banks are
not going to increase credit amount in this economics
area. Even if credit was given to farmer, it contains
higher rates, than in other branches [5].

Therefore, high risks and lack of liquidity bail cause
high interest rates on credit resources that often much
higher than market rates. We can admit that there is
definitely exists some kind of domination between all
banks.

The research of financial providing of AIC including
agricultural producers shows that almost all producers
work using their own deposits. The percentage of this
self-financing is big, but not enough to cover all needs.
The limit of own funds makes agricultural companies
rely on authorities support and leads to necessity to
develop both bank and partners’ forms of crediting.

Representatives of agricultural business say that
now this branch in very difficult financial and eco-
nomic conditions and faced another challenges. Unrea-
sonable conditions of crediting in Ukraine is one of the
most inadequate even if we compare to another devel-
oped counties [6].

In Ukraine the part of agricultural credit in total
amount according to the contribution of agriculture in
GDP is much smaller, than in EU member counties.
According to National Bank of Ukraine data domes-
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Table 1

The structure of the state budget of Ukraine in financing for 2014-2015 years

. . Amount of financing
Areas of financing 2014, UAH 2015, UAH Growth rate, %

agriculture 4 749 086,7 1 139 309,6
livestock industry 900 000 - -100,00
Education and science 17 433 828,6 162 42 695 -6,83
pension fund 87 359 929,8 80 863 965,6 -7,44
Ministry of Finance of Ukraine 1671 801,5 1 730 805 3,53
Health care 8 024 985,1 7 877 024,2 -1,84
Energy and Coal industry 15 452 840,5 1512 556,5 -90,21
Total (general fund) 408 073 741,9 502 047 280,5 23,03
tic commercial banks give credits for agricultural com- Table 2
panies with average rate 20-23% in the first part of Financial Statements AIC in Ukraine
2015, and 20.1% in 2014 year. With correlation of Net income, Net profit, Profitability,
agricultural sector credit rate to its part in GDP is Years min. UAH. min. UAH. %
only 22%. These conditions of raising finance multi- 2010 75013,4 12807,3 20,7
plied with limit on using lar.ld as bail (on r'ental .base 2011 96339.8 19790,1 26,4
}Drlllilalidgcgsaﬁe] .really hard circs for domestic agricul- 2012 121961.6 20099.7 20.2

For example, credit interest rate in USA is 3.25%, 2013 121268,4 12497,8 11,4
France 3.43%, Germany 3.94%, Canada 3%, while in 2014 165645,4 34484,8 26,3
Ukraine we have 17% to 36% in local currency, and 2015 278738,6 87666,3 45,7

10% to 19% in foreign [6].

Besides, conditions of creditworthiness of borrow-
ers about bail became tougher, and credit products
offers decreased because of problems with liquidity
in Ukrainian banking system. This, in turn, affected
credit providing of agricultural complex companies and
made situation worse. Banks prefer those producers,
who has enough amount of bail property, treats large
areas of farmland and has connections to the internal
and external markets.

On the assumption of data submitted above, financ-
ing of agriculture business in 2015 decreased on 76%
compared with 2014 year. In this case, in 2015 were
not allocated any funds from the budget to support
the livestock industry. As for crediting of agriculture
sector then, according to data of Ministry of Agrarian
Policy and Food of Ukraine from 19th of June in 2015,
about 1443 companies of AIC attracted credits of 7.6
bn. UAH in total, that’s in 1.3 more than in 2014 (5.6
bn. UAH): more than 5.4 bn. UAH of short-term cred-
its, middle-term — 1.2 bn. UAH, and long-term — 1.0
bn. UAH [8].

According to the State Statistics Service of Ukraine
in 2015 volumes agricultural production declined com-
pared to the year 2014 by 4.8%. In particular, accord-
ing to official information in 2015 compared to that
of 2014 the volume of agricultural enterprises sec-
tor decreased by 5.2%. Domestic volumes population
decline amounted to 4.3%.

In the period from December 2015, according to
the State Statistics Service, the volume Agricultural
production was lower against December 2014 by 6.4%.
While in 2014 there was increase in output compared
with field results 2013 - agricultural production
increased volumes production by 4%.

Tryple devaluation and 80% inflation for two years
deprived confidence in financial calculations of the
State Statistics Service. Nominally net proceeds agri-
culture over the past year increased by 68% — to more
than a quarter trillion UAH. At 45.7% return dynam-
ics of profit to net profit — "Plus” 150% (Table 2) [9].

Although profitability hryvnia has doubled, farm-
ers still of little good. Proof of this is the reduction in
the last year index of agricultural production by 4.8%,

Source: compiled according Ukrstat (excluding the Autonomous
Republic of Crimea, in Sevastopol and zone ATO) for 2010-
2014

despite a similar increase in key financial indicators of
the industry last year.

The growth of average dollar exchange rate by 84%
to 21.85 UAH/USD in 2015 mostly graded increase in
net profit before tax farms in the same period. The
effect of weakening currency experienced farmers
through higher prices of imported material, technical
resources. In addition, real agricultural income produc-
ers decreased significantly because of higher energy
prices. Price situation in 2015 could be called more or
less favorable, but growth hryvnia profitability does
not reflect a real change in the financial condition of
the agricultural sector.

Interest rates on credits in 2015 constituted approx-
imately 36% in local currency. On purpose to reduce
capacity of AIC companies during paying interest rate
of using credits, and according to changes in Law of
Ukraine "On the State Budget of Ukraine for 2015"
was provided 300 millions of UAH on compensation
of interest costs that directed first of all on small and
medium companies of AIC. Comparing to previous
years, when the system of compensating interest rate
was widely used, this number is still very low.

16
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Pic. 3. Amount of preferential loan in AIC
in 2000-2015 years.

Data represented in Picture 3 are pointing on
increasing amount of preferential loan from 0.8 billion
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UAH in 2000 year to 15.1 billion UAH in 2008 year.
Besides, in 2009 was decrease in volume of preferential
loan to 2.6 billion UAH and till 2011 year this index
was 6.5 billion UAH.

During the period 2010-2015, the credit funds ben-
efited 13,198 farm. It is believed that village credit
unions may solve this problem, their revival in Ukraine
last for over 20 years. In fact, according to reports
submitted by credit unions (early 2016) The National
Commission of State Regulation of Financial Services
Markets in Ukraine there are over 577 credit unions,
and these organizations are successfully developing
[10]. They include nearly 722,000 citizens, possess
total assets of 2.1 billion UAH., about 85.7% of which
are loans.

In 2012 amount of preferential loan of agriculture
companies decreased almost to its original level and
made 1.4 billion UAH. As for the period of 2013-2014
years, the system stopped to exist due to lack of funds
in budget, and in 2015 it was renewed with amount of
preferential loan of AIC was 3.2 billion UAH. Similar
situation can be caused by general deterioration of the
economy and the fact that during the period of system
working banks settled tougher conditions to borrowers
and that made getting loans by Ukrainian companies
more difficult [8].

Conclusions. Agriculture sector is strategically
important for Ukraine. Its condition affects country
food security. Also AIC of Ukraine needs big amount of
funds for industry modernization and elevation of com-
petitiveness on a world market. The system of finan-
cial support of agricultural producers is ineffective.
Loan providing of AIC essentially depends on state
budget, that directed on the program to make loans
for farmers cheaper. Nevertheless, the process of cost
descending based on budget is almost inaccessible for
agriculture companies. The main reason is absence of
tolerable financial state and can’t fit all requirements.
Imperfection of legal support has negative affect on
effectiveness of preferential loan in Ukraine as well.
Solution can be possible only by scientifically reasona-
ble adjustments in rules, which can provide increasing
on financial support in agriculture sector.

Therefore, for development of financial supply in
agriculture sector by using credit we can offer follow-
ing:

— encouraging banks and nonbank financial insti-
tutions (including credit unions, credit cooperatives
system);

— concentration and increasing budgetary and non-
budgetary financial support of agriculture;

— increasing of financing and crediting that will
allow the state to financially support agricultural pro-
ducers;

— reduction of interest rate for loans to agricul-
tural enterprises that will lead to attracting of entre-
preneurs;

— increasing of the volume of long-term loans in
agriculture;

— usage of leasing as a flexible technology and at
the same time constructive way of doing business .

— spreading practice of giving preferential loan

— creating of specialized state credit institutions
(State Agricultural Bank)

— state support of establishment cooperative banks
and development of the system;

Therefore, reduction of capital costs, the develop-
ment of new credit instruments and services specific to
agricultural production, improving existing approaches
and risk management will contribute to the further
development of bank lending to agricultural enterprises.
And last and most important thing is inheriting the
experience of developed countries, which already have
more sophisticated systems of agriculture financing.
Such systems are based on cooperative form of bank-
ing institutions. And stimulation of cooperative bank-
ing establishment that even doesn’t exist in Ukraine can
provide farmers with necessary financial resources.
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