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THE INVESTMENT COMPONENT OF UKRAINIAN
AGRARIAN ENTERPRISES' DEVELOPMENT
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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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ІНВЕСТИЦІЙНА СКЛАДОВА РОЗВИТКУ УКРАЇНСЬКИХ
АГРОПІДПРИЄМСТВ В УМОВАХ ЗЕМЕЛЬНОЇ РЕФОРМИ
У статті розглянуто основні складові розвитку українських агропідприємств в

умовах глобалізації, зокрема, інвестиційну. Виявлено, що присутні деструктивні моменти

в структурі інвестицій як в економіку України, так і з неї, пов'язані з галузевим і

регіональним характером. Як висновок висловлено думку про безпідставне переоцінювання

зовнішніх і недооцінювання внутрішніх джерел фінансування інвестиційних проектів та їх

орієнтації на реальний сектор економіки, у т.ч. розвиток земельного ринку.

Ключові слова: інвестиції, розвиток, глобалізація, аграрний сектор економіки, земельна

реформа, ринок землі.

Табл. 3. Рис. 1. Літ. 20.
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ИНВЕСТИЦИОННАЯ СОСТАВЛЯЮЩАЯ РАЗВИТИЯ
УКРАИНСКИХ АГРОПРЕДПРИЯТИЙ

В УСЛОВИЯХ ЗЕМЕЛЬНОЙ РЕФОРМЫ
В статье рассмотрены основные составляющие развития украинских

агропредприятий в условиях глобализации, в частности, инвестиционная. Выявлено

присутствие деструктивных моментов в структуре инвестиций как в экономику

Украины, так и из нее, связанных с отраслевым и региональным характером. В качестве
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вывода высказана мысль относительно безосновательной переоценки внешних и

недооценки внутренних источников финансирования инвестиционных проектов и их

ориентации на реальный сектор экономики, в т.ч. развитие земельного рынка. 

Ключевые слова: инвестиции, развитие, глобализация, аграрный сектор экономики,

земельная реформа, рынок земли.

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),

I.A. 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 bln 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 bln. 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 mln 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, Lviv,

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.

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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Geveld Holdings 
(Belize) 

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

«Lviv oilworks» JSC 

«Zaporizhzhya 
oilworks» JSC 

«Kharkiv oilworks» 
JSC 

«Odesa plant of 
agricultural 

machinery» JSC 

«Mogylivs'ka 
elevator» JSC 

«Prymorsk elevator» 
JSC 

Navaro Development 
(Cyprus), Barat 

Enterprises S.A. (B.V.I.) 

Glos Trading Ltd 
(B.V.I.) 

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

Mortondale Assets Ltd 
(Bahamas) 

MUNXAR Ltd. (B.V.I.) 

Pricehill Overseas S.A. 
(B.V.I.) 

Costomi Capital Ltd., 
Olby Ltd., Symond Ltd. 

(B.V.I.) 

«Troyanivskyy 
elevator» JSC 

«Bereznehuvatskyy 
elevator» JSC 

«Verhnyetokmakske 
GPC» JSC 

«Rozivskyy elevator» 
JSC 

«Tsukorprom» Ltd. 

«Private Ahrotsentr» Ltd. 

«Dukla» Ltd. 

«Kolodyazne» Ltd. 

«Konovalivske» Ltd. 

Mitchurin Ltd 

«Pryvatahro-Cherkassy» Ltd. 

«Agropoultrycompany 
«Lvivska» Ltd. 

«Posmitny agrocompany» 
Ltd. 

«Private Alliance» Ltd. 

«Private-Agro» Ltd. 



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 bln 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.
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Фінансово-економічний розвиток України в умовах
глобалізації: Колективна наукова монографія / За ред.
Я.В. Белінської. – К.: Національна академія управ-
ління, 2008. – 212 с. Ціна без доставки – 25 грн.

Монографія присвячена фінансово-економічним

проблемам розвитку економіки України в умовах

глобалізації. Викладені теоретико-методологічні пи-

тання розробки стратегії входження України у світове

господарство та формування фінансово-економічно-

го механізму цього процесу. В основу викладу мате-

ріалу монографії покладені багаторічні дослідження

науковців в галузі економічної теорії, фінансів та

банківської справи, які були апробовані на сторінках

авторитетного журналу "Актуальні проблеми еконо-

міки" в 2004–2007 роках. В монографії обґрунтовано шляхи забезпечення струк-

турно збалансованого економічного зростання економічної системи Україні та

її ефективного міжнародного співробітництва, визначені напрями вдоскона-

лення всіх ланок господарської системи.


