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1. Introduction and Brief Literature Review
Many scientists and businessmen have studied and re-

searched general directions and trends in globalisation proces-
ses. Multinational corporations (MNCs) are considered to be 
the main power which has accumulated world’s economic in-
tegration processes. U. V. Makohon, T. V. Orekhova, K. V. Ly-
senko and I. O. Shulha have researched the total transnatio-
nal processes in Ukraine deeply but they have not differentia-
ted them into the national economic branches [5]. U. Samaeva 
has singled out the main problem of the Ukrainian agricultural 
sector, which is rela ted to exports of its raw materials [3]. Howe-
ver, this author has not stressed on the globalisation proces ses 
and their influence on the development (or degradation) of na-
tional economies.

Jean-Marc Fournier (2013) wrote about «the negative 
effect of regulatory divergence on the foreign direct invest-
ment... The divergence of command, control regulations and 
protection of incumbents (antitrust exemptions, entry bar riers 
in networks and services) reduce the cross-border invest-
ment. In addition, countries with higher employment protec-
tion have both less inward and less outward FDI, and there 
is some evidence that more complete complex of regulatory 
procedures reduce inward FDI» [7]. Thus, he has concentra-
ted his researches on the global FDI without focusing on the 
national sectors.

S. Wood and J. Reynolds (2014) investigated «establishing 
territorial embeddedness within retail transnational corporation 
(MNC) expansion: it is considered to be the contribution of store 
development departments». They analyse different «emerging 
practices of international expansion planning by drawing on in-
terviews across a sample of store development departments. 
The competitive and regulatory dynamism of regions means that 
behaviour which encourages greater embeddedness following 
market entry can be particularly helpful in the streng thening the 
marketing and development strategies of international subsidia-
ries» [8]. Nevertheless, these authors have not observed how 
the activities of multinational corporations have affected the agri-
cultural sector of the national economy.

G. Ietto-Gillies (2014) has developed the theory of the trans-
national corporation (TNC) and its defining activity - foreign di-
rect investment (FDI). This author has pointed out the following 
tasks: to answer the question why firms become transnational 
and define the modalities of their activities taking into conside-
ration FDI as their main activity [9]. This work helps us to under-
stand why some countries become host or home (or both) for 
TNCs and FDI but it does not explain the results of interaction 
between TNCs (their FDI) and national economics. We have 
tried to incorporate aspects economic research such as forms 
of MNCs functioning, their influence over the national economy 
and the development agricultural production.
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Christopher Williams and Soo Hee Lee (2016) worked out 
and approbated «a new model of knowledge flows in the emer-
ging market multinational corporation (MNC) based on the way 
where people are managed in its foreign subsidiaries. Using 
questionnaire survey data from senior managers of 86 Korean 
MNC subsidiaries in the UK, France and Germany, the authors 
have found that different aspects of subsidiary human resource 
management (HRM) practices exhibit different direct and indi-
rect effects» [15]. Studying the role of subsidiary HRM practi-
ces in Korean MNCs, these authors have found out that a par-
ticipative climate within the company enhances both personnel 
inflows and outflows at the level of the subsidiary in the emer-
ging market.

M. S. Hammoud and D. P. Nash (2014) have pointed out 
«foresight involvings oriented to awareness and planning, 
 enabling businesses to respond quickly and effectively to fu-
ture market threats and opportunities. Corporations interested 
in implementing foresight are unable to identify best practices 
or anticipate results from foresight activities... The four tenets 
emerging from the themes were: short-termism, corporate cul-
ture, implementation and feedback loop; these tenets should 
guide future usage of foresight in the context of for-profit cor-
porations» [16].

O. Mitiai, P. Tychyna and V. Lahodiienko (2013) have re-
searched the problem of competitiveness of agricultural enter-
prises as the main factor of sustainable development in the ag-
ricultural sphere. The authors have assumed that the sustaina-
ble development of agricultural enterprises has been grounded 
through the mobilisation of their internal resources in order to 
create a rational structure of production. In conclusion, we un-
derstand that their research regards interrelations between the 
sustainable development of the agricultural sector and the com-
petitiveness of agricultural enterprises, a factor which may im-
prove sustainability of the environment [17].

2. Purpose
The purpose of our research is to consider and analyse the 

main models of MNCs’ behaviour in the process of entering 
the national markets, to define the major forms of participation 
of MNCs in the production processes of the agricultural sector 
and to determine general trends and prospects of functioning 
of MNCs in the Ukrainian agrarian market.

3. Results 
The main share of foreign direct investments belongs to 

MNCs. Due to their integration into the international markets, 
MNCs dictate economic policy all over the world. According to 
the UN data, there are 70,000 MNCs in the world economy. 
They control over 670,000 foreign companies, where 74 mil-
lion of people work [2; 4]. According to the data by «Fortune», 
a multinational business magazine, there exist four comple xes 
that play the main role through the 500 biggest MNCs. They 
are: electro nics, oil-processing, chemical industry and automo-
bile construction. Furthermore, MNCs’ investments have strong 
regional and trade features. Generally, they invest in the manu-
facturing industry of developed countries. In this situation, there 
is a strong competition among recipient countries in order to 
get investment capital. A different situation is observed in the 
poorest countries. MNCs consider it is more expediently to in-
vest in the extractive industry and increase the level of product 
export. In this situation, there is a hard competition between 
MNCs with regard to pushing their products into the national 
markets [2; 4].

MNCs’ branches, which are functioning in the different 
countries of the world, are considered to be a strong mecha-
nism. They are controlled from their native countries and avoid 
control from the part of the national government. It gives a pos-
sibility to hide real profit and not to pay taxes, transferring capi-
tal from one county to another. MNCs control 90% of the world 
market of wheat, coffee-beans, corn, wool, tobacco and iron 
ore, 85% of copper and bauxites, 80% of the tea market and 
tin, 75% of raw oil, natural rubber and bananas [1; 3].

Since 2004, Nestle S. A. has invested in the  Ukrainian 
econo my about UAH 2.5 billion (~ EUR 89.3 million, at 
1 EUR = 28.00 UAH). In 2010, Nestle’s enterprises in Ukraine 
paid UAH 325 million of different taxes and fees (~ EUR 11.6 mil-
lion, at 1 EUR = 28.00 UAH) to the state budget [14].

In 2013, Nestle in Ukraine demonstrated essential growth, 
particularly in the categories of confectionery (1.9%), nutrition 
(8%), prepared dishes (14%) and «PetCare» goods (11%) and 
strengthened its leading position in offering new products which 
satisfy market needs [13-14].

In 2015, Nestle’s sales decreased by 3.1% to CHF 88.8 bil-
lion, impacted by foreign exchange of -7.4%. Organic growth 
was 4.2%. It consisted of internal growth (2.2%) and pricing 
(2.0%). Acquisitions and divestitures added 0.1% to sales. In-
vestments in the development of all business areas amounted 
to more than CHF 1.5 billion. Along with the reduction of struc-
tural value, this allowed it to consolidate its support of brands 
and diminish its cost disadvantage. Total marketing costs rose 
by 60 basis points, while consumer-oriented expenses in-
creased by 16.3% in hard currency [14]. See table 1.

The organic growth of Nestle’s group of companies varies 
as follows: it was 3.7% in America, 3.7% - in Europe, Middle 
East and North Africa and 0.5% - in Asia, Oceania and Sub-
Saharan Africa. Business in mature markets rose to 1.0%, or 
CHF 51.4 billion. Business in emerging markets rose by 9.3%, 
or CHF 40.8 billion [14].

Real internal growth amounted to 1.6% in America, 2.5% 
in Europe, Middle East and North Africa and -0.1% in Asia, 
Ocea nia and sub-Sahara Africa. It reflects priorities, which 
have helped Nestle to demonstrate dynamics in the market: to 
stay competitive and offer consumers the best price, to invest 
in brands and create opportunities to win in the current eco-
nomic environment. Investments in the modernization of com-
mercial infrastructure and production expansion in the facto-
ries of Nestle’s group in Ukraine amounted to UAH 113 billion 
(~ EUR 4.0 billion, at 1EUR = 28.00 UAH) [14].

Danone was one of the first international companies that 
entered the Ukrainian market and started a new era of large-
scale production of yoghourt, a natural food product, which 
is useful for health. The Danone Group is represented in 120 
countries. The company owns 160 plants and employs 80,000 
persons. In 2009, Danone’s sales were EUR 15 billion with the 
net profit of EUR 1.4 billion. Danone Ukraine has 8 regional 
representative offices and 3 plants in Kyiv, Kremenchuk and 
Kherson [15-16]. 

Danone’s gross total share of the Ukrainian dairy product 
market (as of August 2011) was 23.9% in money terms. By the 
volume of production of modern dairy products the share of 
Danone-Unimilk was 43.8%, whereas the share of traditional 
dairy products comprised 15.5%. Before the merger of compa-
nies, as of August 2010, Danone’s share of all dairy products 
in the Ukrainian market was 12.5% and the relevant Unimilk’s 
share was 12.1% in money terms. The total volume of produc-
tion of dairy products at the plants of the merged company was 
more than 130 thousand tons per year [15-16]. 

Financial results of Danone Group are shown in table 2. 
The Exchange rates and the scope of consolidated sales were 
+4.4% up. Thus, the impact of exchange rates and the scope of 

Tab. 1: Financial results of Nestle S. A., 2013-2015

Source: Compiled by the authors using [14]

Tab. 2: Financial results of Danone Group, 2013-2015

Source: Compiled by the authors using [13]
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consolidation was about 1.6%. The +2.0%  exchange-rate  effect 
reflects favourable trends in currencies including the US Dollar, 
the Chinese Yuan and the British Pound. The -0.4% impact of 
the change in the scope of consolidation results primarily from 
the deconsolidation of Fresh Dairy  Products  operations in Chi-
na in July 2014, and the sale of the Fresh Dairy Products busi-
ness in Indonesia in December 2014. There is an interesting fact 
showing that «organic growth reflects a +0.9% rise in the vo-
lume and a +3.5% rise in the value».

The producer can limit its presence in the international 
market to conclude contracts with the import wholesale buyer, 
which allows delegating some of its sale and marketing func-
tions to the buyer in the relevant country or region.

Nowadays, this strategy is widely popularized. For exam-
ple, Korean and Italian companies produce their goods in their 
native countries, whereas selling abroad. Japanese corpora-
tions have been doing the same for the past 80 years.

There are many ways for foreign capital to be used for the 
national agricultural production. Taking into consideration that 
there is a restricted access to the landowning in the Eastern re-
gion, MNCs have switched to new forms of capital investment. 

The production process could be divided into several sta-
ges. Stage 1 is investing in means of production. Stage 2 is in-
vesting in agricultural production. Stage 3 is investing in the 
processing industry, storage and infrastructure.

The producer must be provided with equipment, seeds and 
fertilizers while realising the first stage. German and American 
MNCs, such as BASF AG, Bayer AG MNCs, Dow Chemical 
Company, Monsanto, are among the leaders here.

Agricultural enterprises get FDI during the second stage. 
Malaysian, Thai, Indian and American MNCs, such as Sime Dar-
by Bhd, Kuala Lumpur Kepong Bhd, Kulim Bhd, Charon Pok-
phand Foods, Karuturi Global Ltd, Dole Food Company, Fresh 
Del Monte Produce, are the leaders of the second stage [4].

Stage 3 supposes investing, selling, storing, transporting 
and processing of foods. The European, American and Singa-
pore MNCs are among the leaders here. Swiss «Nestle» spe-
cialises in the production and processing of foods, while the 
US Wall Mart or McDonalds and the German (Metro) are the 
major wholesale buyers, etc.

Limitations in the business area (as for agricultural produc-
tion) may result in appearance of interesting forms of invest-
ments. There are five positions by which foreign capital can be 
invested in the agricultural industry. Firstly, it can be direct pri-
vate investments in production, which means asset ownership 
(including land plots) with the ownership of land or extended 
lease of land, etc. Contract farming (tea, coffee beans, sugar-
cane, and corn) joins the first and the third stages. The second 
stage is for the national small producers.

There exist several types of contract farming. The classi-
cal one means that many small farmers sell goods to MNCs 
 using long-term and short-term contracts. While in this process, 
MNCs make vertical coordination and control the quality.

Different types of contract farming enable the following: to 
cover the expenditures for the production materials (inside of 
the country on the MNC’s plantations); to provide small far mers 
with means of production (fertilizes, different kinds of techni-
cal equipment); to conduct scientific researches and transfer 
knowledge, to cooperate with other middle-sized farms, etc.

Standardisation and specification, as well as buying a spe-
cial product of a definite quality, are some of the objects of 
MNCs’ investments into the production management, the scien-
tific researching and transferring of technologies. For example, 
Nestle and Danone buy organic goods.

The processes of globalisation and integration and the 
world food crisis have actualised the questions of choosing the 
place and the role of the Ukrainian agricultural sector in the 
world economic system, devising of adequate means of agri-
cultural policy in order to form the national food security.

The Ukrainian agricultural production can make a break-
through to the world market because it has used only a third 
part of its potential, compared with the traditional actors among 
whom are the USA, Canada and the EU. 

Today, the structure of the national agricultural sector is dis-
torted. The biggest part of Ukrainian production process has 

low or medium level of processing, the result of which is it’s 
the country’s lowest position in the world market. Therefore, a 
change in the proportions between the production of raw ma-
terials, ready goods and services is a very important in the 
course of transforming the structure of agricultural economy.

It should be pointed out that it is necessary to remember 
that Ukraine’s agriculture is export-oriented. This can be ex-
plained by the fact that the domestic demand is weak and the 
price in the national market is low. Taking into account that ex-
ports of agricultural products increase the sales of the relevant 
produce, we can assume that economic growth in the  Ukrainian 
agriculture sector is only ensured through exports.

Agricultural MNCs try to enter all market niches of this sec-
tor and maximise their profits. The structure of the end price 
paid by the customer could be defined as follows: 20% is the 
farmer’s share; about 40% is for processing; the rest is for mar-
keting, advertising and transportation [1].

Many MNCs came into the Ukrainian market at the begin-
ning of 1990s, considering Ukraine as a strategically impor-
tant region for food production. MNCs seek to get new export 
markets, to stabilise their positions in those markets and to be 
able to use new raw materials. Activities of modern agricultu-
ral MNCs cover above all the production and the processing 
sectors of the Ukrainian agriculture. The engineering industry, 
chemical industries, trading and financial companies, proces-
sing enterprises and food producers could be examples of such 
MNCs. But the process of production in the Ukrainian agricul-
ture is unique and it could be defined as «overconcentrated». 
Private capital has actively begun to flow in the agrarian busi-
ness after the agrarian reform in the year 2000 when all collec-
tive farms were transformed into private farms.

For example, CNH (Case New Holland) has been functio-
ning from the Ukrainian agricultural market since 1997. Now it 
is a leading agrarian and equipment building company. Vertical 
integrated structures based on the joint ownership have been 
the most successful in agribusiness. Enterprises with such a 
structure enable the largest agricultural production and accu-
mulate big land areas. Astarta-Kyiv LLC joins 7 sugar manufac-
tures. It grows maize, sugar beet and sunflower. It has several 
cattle farms and processes fruit and vegetables. Also, it has at 
its disposal 133.5 thousand hectares of arable land [4].

Many big companies plan to expand their land use. Land 
West Company, a Ukrainian group companies, specialises in 
growing maize and oil plants. It uses about 164 thousand hec-
tares of arable land and is planning to increase this area to 300 
thousand hectares. «Agrotron» prognoses to expand land  using 
from 120 to 200 thousand hectare of ploughed field. Another 
exam ple is Landcom International which is planning to increase 
its land use from 54 to 350 thousand hectares of arable land [4].

This fact allows concluding the following:
1. In the nearest future, big agrarian enterprises will in-

crease their land use 1.5-2 times.
2. MNCs want to do business in agricultural sector neither 

in order to simply get access to raw materials nor in order to 
have preferences as agricultural producers nor to decrease 
their transaction expenditures. They want to become landow-
ners, when the moratorium on sale of land plots of agricultu-
ral designation ceases to be in force. In view of the facts men-
tioned above, Because of that now there is a practice of sel-
ling the right to land use at present. It means that MNCs will try 
to control most of land of agricultural designation. As a result, 
there is a hard competition between the major players in the 
land market and small producers who sell their right of land use 
to larger companies at a high price.

Capitalisation of agricultural production has established a 
new kind of business: the establishment of a joint agrarian com-
pany which is developed to a high level to be sold. Therefore, 
such a business becomes a successful one, provided this firm 
has its facilities, production infrastructure and logistics system. 
For example, NSH, a Dutch company, has invested about 1.2 bil-
lion UAH (~ EUR 42.9 million, at 1 EUR = 28.00 UAH) in agri-
business and it is ready to be sold for 2 billion UAH (~ EUR 71.4 
million, at 1 EUR = 28.00 UAH) [4]. In this, negotiations regar-
ding the ownership become more complicated, the «pyramids» 
concerning the ownership are built and it is impossible to know 
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who is the real owner of such an entity in the process of capitali-
sation of agricultural production.

The government direct investments, however, they do not 
direct the funds to increase research and development of ag-
ricultural production, which is observed from year to year. The 
volumes of investments do not meet the optimal level to pro-
vide a larger scale of agricultural production. Intensive expan-
sion of foreign capital is observed in the processing industry 
and, as a result, into the agricultural industry.

For example, Trigor Agri, a Danish firm, has bought eight 
Ukrainian agricultural enterprises and two grain elevators It 
has a permission to use 19,300 hectares of arable land for 25 
years. Nevertheless, this firm is planning to increase its land 
use up to 27,500 hectares.

On the one hand, it becomes clear that foreign capital 
should not play a dominant role in the Ukrainian agricultural 
sector and dictate the rules of the game in the domestic market 
and have a considerable influence on the export policy. Howe-
ver, it is essential to attract foreign investors’ attention.

It is supposed that this capital is necessary to acquire 
the new machines, equipment, modern technologies, effec-
tive management and a new corporative culture. Integration of 
Ukrainian private capital is possible under the influence of dif-
ferent factors, which is why it has many forms.

4. Conclusions
MNCs play a very important role in the development of any 

region because they are owners of large amounts of resour-

ces (material, human and natural), have an effect on the so-
cial situation and affect the development of the world scienti-
fic thought.

Agricultural MNCs are the major suppliers of high-tech 
products and services for the Ukrainian agricultural produc-
tion. In recent years, the influence of agricultural MNCs on the 
economic processes happening in the world has increased. It 
could be explained that the structure and the financial potential 
of some MNCs are equal to the budget of a small county [11].

Nevertheless, there is a lack of Ukrainian MNCs and finan-
cial and industrial groups in the national economics which will 
be able to make a basis of the successful national economics 
and to be highly competitive abroad. Such a trend has been 
observed for the past several years. As a result, the number of 
private farms has been decreasing, whereas the land use has 
been increasing. Thus, commercial growers lose a great part of 
their profit and have no possibility to increase their capital. Fi-
nally, the process of modernisation of the national economy is 
very slow.

We think it necessary to change forms and methods of 
government regulation of the Ukrainian agrarian sector and to 
stimulate private farmers to apply progressive methods in pro-
duction, which will allow the latter to establish competitive pro-
duction according to ISO requirements. An incentive system of 
the agrarian sector should include a balanced tax policy, a ra-
tional government policy for landowners and land tenants, as 
well as means to protect national producers.
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