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THE INVESTMENT COMPONENT OF UKRAINIAN
AGRARIAN ENTERPRISES' DEVELOPMENT
IN THE PROCESS OF LAND REFORM

The article reviews the major components, in particular the investment ones, of Ukraine's
development in terms of globalization. It reveals that destructive moments in the structure of invest-
ment into Ukrainian economy, as well as from it, are connected with the sectoral and regional
aspects. The unreasonable overestimation of external and underestimation of internal sources of
financing for investment projects are demonstrated and their orientation on the real sector of econ-

omy is suggested as the conclusion, including the development of land market.
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Introduction. Investment component, along with innovative, demographic, eco-
nomic, environmental, geopolitical, socio-cultural, is very important for develop-
ment of Ukraine in the process of globalization. In addition to the policy of the NBU,
national ratings, programs and ambitions are strongly correlated with the aforemen-
tioned components and are one of the main indicators of external and internal
investors' confidence in the country. It should be considered that the effect of invest-
ments on the economy can have both positive and negative, and they last not for one
or two years, but in the long term. Considering this, the research topic appears to be
relevant and of high demand in practice.

Analysis of the research and publications. Problems of the investment component
of the development of enterprises were considered by many domestic and foreign sci-
entists, such as A.V. Chaianov (1922), B.V. Gubskii (2001), V. Bezrukov (2001),
ILA. Blank (2001), A.I. Amosha (2002), M.G. Chumachenko (2003), M.I. Kisil
(2003), V.V. Dorechi (2007) and others. At the same time, these problems are not
fully considered directly by Ukrainian agricultural enterprises under the conditions of
land reform. These problems are reflected in the works of I.I. Lukinov (2000),
P.T. Sabluk (2006), M.F. Kropivko (2007), V.G. Tkachenko (2010), V.I. Bogachev
(2010) and others.

The object of this research is the process of investing in the development of
Ukrainian agricultural enterprises.

The aim of the research is generalizing the results of analysis of the impact of
incoming and outgoing investment flows on the development of Ukraine under glob-
alization.

The methods of research are the systemic and comparative analysis of scientific
literature and statistical information.

According to the data given by the NBU, in 2004—2008 the amount of external
debt of Ukrainian companies, banks and state institutions increased by 79.4 bin USD
and the amount of foreign investments increased by 35.7 bln USD. The income of
investments and loans, although being lower per head than in Eastern European
countries, Belarus, Russian Federation, in 5 years before the crisis has reached the
average production volume of the whole economy (98.9% of the average annual GDP
in 2004—2008). Let's analyze the dynamics and structure of incoming and outgoing
cash flows.

Considering the statistical data, FDI to Ukraine since 01.01.2009 made up the
total of 35723.4 bin. The average for 2001—2008 biennium was 4 bln USD per year
(1991-2000 — 0.43 bln USD), which amounted to 82 USD per person as of
01.01.2001, and to 777 USD per person as of 01.01.2009, or 9.5 times more. In
methodological terms this figure is not valid enough and in assessing the investment
component it's necessary, in our opinion, to consider the ratio of foreign and domes-
tic investments, investments and GDP, the share of investments in the real sector of
economy.
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The biggest investors are traditionally offshore Cyprus (21.5%), Germany
(17.9%), the Netherlands (8.9%), Austria (6.8%), England (6.4%), Russian
Federation (5.2%) and USA (4.1%).

The investments in Ukraine intensified due to the volatile political situation and
partial funds transfer of a number of industrial and financial groups to the governing
companies of their divisional structures abroad in 2007, with 94.0% by offshore
(Cyprus, British Virgin Islands). The absolute increase was 5953.3 bln USD, or
392 times the average for 1991—2006.

It should be noted that the 5 leaders of investment attractiveness among the
regions of Ukraine are Kyiv city, Dnipropetrovsk, Kharkiv, Donetsk and Kyiv regions,
which altogether got 57.1% of all foreign investments in Ukraine.

Donetsk, Dnipropetrovsk, Odesa and Zaporizhzhya regions, and also Kyiv city
are the top 5 investor regions, as 92.1% of all the investments belong to them (where-
by 86.2% belong to the Donetsk region, which alone receives 3835.5 min USD less
than it invests abroad).

Deepening the analysis by studying the structure of investments by kinds of eco-
nomic activity shows that the funds come to Ukraine mainly to industry (22.6%) and
financial activities (20.0%), and from Ukraine — to real estate leasing, engineering
and entrepreneur services (86.0%). 99.8% of these services are provided at Cyprus.

The structure of direct investments from the regions of Ukraine to other coun-
tries, by the types of economic activities, is of special interest. It should be noted that
a number of regions, primarily Donetsk, Kyiv, Kirovograd, invest funds exclusively in
intermediary services, while the Crimea, Vinnitsa, Zaporizhzhya, Lugansk, Lviyv,
Mykolayiv, Poltava and Sumy region invest mostly in industry and Dnipropetrovsk,
Odesa, Kharkiv — in financial activities, Kherson region and Kyiv — in trade.

The analysis of direct investments from the regions of Ukraine in the context of
the world countries shows close cooperation of majority of regions with traditional
partners from the Commonwealth of Independent States (Russia, Uzbekistan,
Kazakhstan), Europe and Asia (China, Republic of Korea). But at the same time, it
is in Donetsk and Poltava regions and Kyiv city where cooperation with Cyprus pre-
vails, and investors from Kyiv are interested in cooperation with such offshore as
British Virgin Islands.

Let's deepen the analysis to the agricultural sphere of Ukrainian economy. In
particular, the leading enterprises of meat processing industry (Table 1) of Ukraine
number 1 and number 2 are registered in Cyprus, although de facto belonging to
Ukrainian entrepreneurs.

Of the 15 leaders of the dairy industry of Ukraine (Table 2) 8§ most unprofitable
ones have foreign owners, one of which is registered in Cyprus. 5 leaders of oil and fat
processing industry (Table 3) of 17 registered also belong to non-Ukrainians.

Let's finish the analysis by studying the business structure of Ukrainian financial-
industrial groups (PFG), which include most of the above-listed companies and have
the primary value in the investment field. Thus, "Interpipe” PFG group has partners in
Cyprus, the UK, Russian Federation, Switzerland, which, actually, manage thein assets.

PFG "System Capital Management" (SCM) through Cyprian SKM Ltd man-
ages Cyprian corporations on management of SCM major division companies,
including the established in Holland Metinvest B.V.
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PFG "Privat" has a very extensive organization structure. Therefore, here we pre-
sented only its division "Agriculture and food production” (Figure 1), Ukrainian
enterprises of which are 100% governed by offshore companies from Belize, the
Bahamas and British Virgin Islands (BVI) and Cyprus.

Everrin S.A. (B.V.L)
Albroath Corp. (B.V.1) «Erlan» JSC

Geveld Holdings

Navaro Development «Lviv oilworks» JSC
(Belize)

(Cyprus), Barat
Enterprises S.A. (B.V.L) «Zaporizhzhya
oilworks> JSC

«Private Ahrotsentr» Ltd. Glos Trading Ltd

4 (BVI) «Kharkiv oilworks»
JsC

«Tsukorprom» Ltd.

«Odesa plant of
agricultural
machinery» JSC

Meyerson Ltd (B.V.L),
Wooster Inc. (B.V.I.)

«Dukla» Ltd.

«Kolodyazne» Ltd.

Mortondale Assets Ltd «Mogylivs ka

«Konovalivske» Ltd. (Bahamas) elevag(}),r» Jsc
Mitchurin Ltd «Bereznehuvatskyy

elevator» JSC

«Pryvatahro-Cherkassy» Ltd.

eAgmpoulrycompany MUNXAR Ltd. (BV.L)

«Prymorsk elevator»

«Lvivska» Ltd. J5C
«Troyanivsk
«Private Alliance» Ltd. eleva}éor» szg
- Pricehill Overseas S.A.
«Posmitny agrocompany» (BV.L) «Verhnyetokmak ske
Ltd GPC» JSC

Costomi Capital Ltd.,
Olby Ltd., Symond Ltd.
(BV.L)

«Private-Agro» Ltd. «Rozivskyy elevator»

jsc

Figure 1. Structure of the "Agriculture and food industries™
Division of the "Private”group

PFG "Energy Standard" also has in its structure governing companies from
Switzerland, Cyprus and the Virgin Islands.

The government of the "Finance and credit" PFG includes companies from
Cyprus, England, Sweden and Luxembourg.

The government of the "DCH" PFG also includes Austrian and Cypriot compa-
nies.

The research suggests the following conclusions:

1. The structure of investments in Ukrainian economy is extremely irregular by
regions, years and sectors, indicating the absence of long-term investment programs,
which would differentiate state preferences depending on the prospects of regional
development.

2. The outflow of capital resources under the guise of investments abroad during
their acute shortage at the domestic market is the evidence of illegal sources of funds
which are being invested, and also absence of serious guarantees for domestic
investors. There is a need for both systematization and simplification of tax legislation
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and tightening the measures on money laundering (only in 2004—2008 there were
more than 45.5 bln USD, mainly by fictitious import), and at the end of the limita-
tion period there is a necessity for amnesty of capital and tax amnesty.

3. Control over revenues of migrant workers. Their official income in 2004—2008
was 30—70 USD per year for a man, which is 100—500 times less than the actual level.

4. The need to increase confidence in Ukrainian financial system and govern-
ment securities. According to the National Bank of Ukraine in December 2009 the
amount of deposits of natural persons in Ukraine's banking system amounted to
40.8 bln USD, while more than 48 bln USD of savings (or 60% of the money supply
and 4% of all existing dollars in circulation worldwide) were in the hands of the
Ukrainians. This provokes serious volume of transactions of available currency sale —
2,5—3,5 bln USD a month. At the same time, the amount of local currency cash in
circulation outside banks is equivalent to 18.4 bin USD.

5. The scale of such stock accumulations (12—14% of income) shows the main
reason for the depth of the financial crisis in Ukraine, which is not excessive con-
sumption, but the problematic structure of savings — available currency in the econ-
omy can be used only in its shadow side. That's why a weighty share of savings does
not turn into investments and create new production capacities. The positive side of
this for Ukraine in terms of economic growth is the possibility of not losing funds
from stock shocks during the crisis. On condition of competent reforms in the finan-
cial sector for the next 5 years, only natural persons are able to invest in its economy
2 times more money than the amount of foreign investments for all 19 years of inde-
pendence. The only things required are serious programs, profitability adequate to
risks and state guarantees.

References:

Amowa A.l., Kauypa C.M. MexaHi3MU Tiepexoqy €KOHOMIKM YKpaiHU Ha iHHOBaUiliHy MOIe/b
po3ButKy. — JJoneupk: IETT HAH Ykpainu, 2002. — 108 c.

bespykoe B., Ocmankosuy I'. OlieHKa MTHHOBALIMOHHOM €S TEJIbBHOCTHU MPOMBILUIEHHBIX MPEATPUSI-
tuit // Oxkonomuct.— 2001.— Ne5. — C. 37—41.

binopyc O.I. ExonomiuHa cucrema rio6anismy. — K.: KHEY, 2003. — 360 c.

baank U.A. UnBectuimonHbiit MeHemkmeHT. — K.: Onbra-H, Huka-Lentp 2001. — 448 c.

Iyocokuii b.B. ExoHOMiuHa Oe3neka YkpaiHu: MeToaosoriss BUMIipy CTaH i cTpaTerisi 3abe3rne-
yeHHs. — K.: Ykpapxoynindopm, 2001. — 121 c.

Jlopeuu B.B. Insectuiiiina nomituka perionaabHoro AIK // ®inaHcoBi mpobiaemu hopMyBaHHS i
PO3BUTKY arpapHoro puHKy: Marepiaym JleB'atux piuHux 36opax BceykpaiHCHKOTO KOHTpecy BUECHUX
eKoHoMicTiB-arpapHuKiB (26—27 kBitHsa 2007 p.). — K.: YAAH HHII IAE, 2007. — C. 285-290.

MHBecTuIIMOHHBIE 1 MTHHOBALIMOHHBIE TIpoliecchl B ATTK YkpauHbl B yCIoBUsIX arpapHoii pedop-
wmbl / [Tox pen. B.I'. Tkauenko, B.U. boraues. — Jlyranck: Kuuxkoswuii csir, 2010. — 272 c.

IHBecTuLiiiHA TOMITHKA B YKpaiHi: MOCBix, MpobieMu, repcreKtuBru: Monorpadist / Binm. pen.
M.T. UymaueHnko. — JoHneunk: FOro-Boctok JITA, 2003. — 297 c.

Kucine M.I. THBecTHIIifHAa Ta iHHOBAIliliHA CKJIAMOBiI TOKTPUHU arpapHoi MOJITHKU YKpaiHu //
Exonomika ATTK.— 2003.— Ne7. — C. 10—17.

Kponusxo M. ®., Opaosa T.C. OpranizaniiiHi dopMu BIIPOBaIKeHHS iHHOBAIIii1 B arpOTIPOMKCIIOBE
BUPOOHUIITBO 3 BUKOPUCTAHHSIM TOTeHIliay arpapHoi Hayku // ExoHomika AITK.— 2007.— Ne7. —
C. 11-18.

Jlykunos U.H. IHBeCcTUIIMOHHAS TTOJIUTUKA B CTAOMILHOM 9KOHOMUYECKOM pa3Butnu // Jlon6acc
nnBecT.— 2000.— Ne3. — C. 8—13.

Medeedes B. I'mobamuzanusi 9KOHOMUKU: TEHICHIINU 1 TIPOTUBOpeuns // MupoBast 5KOHOMUKA U
MeXIyHapoaHbie oTHOIIeHUsT.— 2004.— Ne2, — C. 2—10.

MixxHapomaHi TOpiBHSIHHS // www.ukrstat.gov.ua.

AKTYAJIbHI [TPOBJIEMW EKOHOMIKW Ne10(148), 2013



EKOHOMIKA TA YNPABJIIHHS NIZNMPUEMCTBAMU 125

Ilacxosep A., buposaw M. Benukas nenpeccusi // KoppecronmeHt.— 20.09.2008.— Noe36(325). —
C. 39—-42.

Cabayk I1.T. Po3BuTOK 3eMesbHUX BinHOCUMH B YkpaiHi. — K.: HHLL IHcTUTYT arpapHoi eKoHO-
miku, 2006. — 396 c.

CrpykTypa 6usHeca ykpauHckux [1DI" // Kommentapum.— 25.12.2009—8.01.2010.

Touinou A./Ixc. UuBumuzarust iepen cynom uctopuu / I[lep. ¢ anrt. — M., 1995. — 356 c.

Yaanoe A.B. OCHOBHbIE UIIEM U METOABI OOLIECTBEHHOU arpoHoMun. — U3n. 2-e. — M.: HoBas
nepeBHs1, 1922. — 138 c.

DKOHOMUYECKasT 6e30MaCHOCTh YKPAUHBI B YCIIOBUSX PHIHOYHBIX TPAaHCGHOPMAITMOHHBIX TTPOIIEC-
coB / Ilox pen. B.T'. Tkauenko, B.W. boraues. — Poenbku, 2007. — 330 c.

Crattd Hagiiaa no penakiii 11.01.2013.

KHUXXKOBWW CBIT

CYYACHA EKOHOMIYHA TA IOPUJIMYHA OCBITA
TMPECTVKHUI BUIIINI HABYAJIbHUW 3AKJTAJT

HAITOHAJIBHA AKAJTEMIA YITPABJIIHHSA

Vkpaina, 01011, m. Kuis, Bys1. [lanaca MupHoro, 26
E-mail: book@nam.kiev.ua

ten./dbakc 288-94-98, 280-80-56

- DiHaHCOBO-eKOHOMIYHHMIA PO3BUTOK YKpaiHM B YMOBaXx
mobanizanii: KonekTuHa HaykoBa monorpadis / 3a pen.
A.B. Benincokoi. — K.: Hamjonananna akanemisa ynpas-
. sinng, 2008. — 212 c. Llina 6e3 mocTaBKM — 25 TpH.

Monorpadgist nprcBsiueHa (iHaHCOBO-6KOHOMIYHUM
npobjeMaM PO3BUTKY €KOHOMiKM YKpaiHU B yMOBax
riobanizaliii. BukyiageHi TeopeTHKO-MeTOI0JOTIYHI M-
TaHHSI pO3POOKU CTpaTeril BXOIKEHHS YKpaiHU Y CBITOBE
rocrnoaapcTBo Ta PopMyBaHHS (PiHAHCOBO-E€KOHOMIYHO-
ro MexaHi3My LbOro Mpoliecy. B ocHOBY Bukiamy Mare-
pianly MoHorpadii mokJaneHi 6araTopiyHi TOCTiTKEHHS
HAyKOBLIIB B Tajly3i €KOHOMIYHOI Teopii, ¢hiHaHCIB Ta
0aHKiBCHKOI CIpaBH, sIKi Oy/in anpoboBaHi Ha CTOPiHKAX
aBTOPUTETHOTI'O XXypHay "AKTyalbHi POOIIEeMU €KOHO-
Mikn" B 2004—2007 pokax. B MmoHOTrpadii 00rpyHTOBaHO IIJISIXY 3a0e¢3MeUEHHS CTPYK-
TYpPHO 30a71aHCOBAHOTO EKOHOMIUHOTO 3POCTAaHHSI €EKOHOMIUHOI CUCTEMU YKpaiHi Ta
ii e()eKTUBHOTO MiKHApOMHOTO CITiBPOOITHUIITBA, BU3HAYEHI HAIpPSIMU BIOCKOHA-
JIEHHSI BCiX JJAHOK TOCIOAAPCHhKO1 CUCTEMU.
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