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BANKING PRODUCTS AND PROGRAMS OF FINANCING AGRICULTURAL SECTOR ON INNOVATION BASIS: ANALYTICAL ASPECTS
The agrarian sector in 2017 gave 12% of GDP and a third of total export earnings. At the same time, it is possible to receive more from the agrarian sector, especially after the signing of the Association with the EU, which opens the European market for Ukraine.

In order to reorient to a new space and to secure a competitive position, it is necessary to develop instruments for attracting funds to agribusinesses. Currently, part of the Ukrainian production is not in line with the requirements of the European market. Reason: low technological progress of small and medium farms. The use of outdated and less effective technologies is reflected in the increase in the cost of the product.

Without money, farmers cannot upgrade the material and technical base, buy high quality seeds and CZR before the season. This hinders the development of small farms. For them, especially necessary loans - preferably long-term. That they will allow to purchase the necessary equipment, to invest in processing, to introduce technologies.

Now there is a problem with commercial banks in Ukraine - there are a lot of bad loans. According to the National Bank of Ukraine, in the first quarter of 2017, the total share of problem loans of banks exceeded 55%.

The lack of repayment of loans to banks lasts from 2014, when borrowers who took loans in the currency after the devaluation of the hryvnia had to return three times the amount. In addition, small and medium-sized producers tend to focus on the domestic market, where the purchasing power of the population, after the devaluation of the hryvnia, also fell significantly.

The crisis has led to a situation in which enterprises have lost their own funds and have no resources to handle in order to develop. 
At the same time farmers in the agricultural sector are always lacking funds. In order to get back their investments that have gone to seed, one needs to endure the seasonal gap between investing and returning money. In such conditions, a loan is a necessary source of working capital.

Credits are issued by commercial banks within the framework of programs. Among the main:

- lending to replenish working capital - for the purchase of fertilizers, livestock, repair of equipment, wages to employees;

- lending for investment projects - for the construction of fixed assets, elevators, warehouses and equipment for the work of designated premises;

- loans for the purchase of agricultural machinery.

The interest rates of the bank depend on the type of loan product, the maturity of the loan, the currency in which the loan is granted, the interest payment procedure, as well as the financial condition of the borrower himself.

Average weighted interest rates on loans in 2016 for agricultural enterprises in hryvnia fluctuated within 14-21%, in currency - 6-10%. According to NBU data for December 2016, the average loan rate for market participants of the agroindustrial complex was 18.4%. The average adjacent value in the branches of the economy is 14.2%.

There are individual programs that calculate offers for a single client. There are also affiliate programs with farmers who provide Ukrainian banks. Preferably it is a program for the purchase of fertilizers and machinery. Among the banks that provide loans: PrivatBank, Oschadbank, Ukrgasbank, Raiffeisen Bank Aval, CreditAgricolBank, OTP Bank.

Terms for granting a loan: the legal registration of the borrower as an entity; profitable business activity; the absence of a negative credit history.

Due to high interest rates, many agribusinesses are not a lucrative instrument for raising funds. Bankers have their reasons not to reduce interest on agrarian loans, among them: poor quality of financial planning, accounting and reporting, lack of reliable statistics on land use and liquid collateral.

There are no prerequisites for reducing interest rates. It remains to rely on state support for farmers, which would offset interest on bank loans.

But now it is not necessary to count on state support. From the budget for compensation of credit rates in 2017, as in 2015 and 2016, only UAH 300 million was allocated. under the program of support of agricultural producers. Given the size of the total amount issued on loans, which is almost UAH 51 billion, the amount of compensation will not be able to cover even twenty percent by interest.

In addition to high rates, the conditions for obtaining a loan may be fulfilled by not all entrepreneurs.

This applies both to fees for resource use and security requirements. If in the part of the payment of a loan banks cannot offer a fee lower than the resources involved, then in the provision of security, there are additional questions. Some of them are related to the type of security (the most important guarantee for most banks is liquid assets), others - with the need to evaluate and insure them.

In this part, there are precarious inconsistencies between the existing ability to use certain assets as a means of providing agricultural enterprises and the non-recognition of loans by the NBU for which no redundancy is required.

The subjects of the agroindustrial complex suffer losses in 2017 in a different way. If before they left most of their VAT, since 2017 they were deprived of such preferences. This will further reduce the availability of working capital to agricultural enterprises. According to calculations - the deficit in the industry will reach 30 billion USD.

In his blog, Deputy Minister of Agrarian Policy and Food of Ukraine Maxim Martynyuk described the current situation with loans.

At the end of February 2017, loans issued to agricultural companies amounted to only UAH 50.9 billion. or 6.4% of the total amount of loans received by enterprises in the real sector.

For comparison: banks of wholesale and retail trade provided 263.9 billion UAH. Loans, which is a record indicator on the system. Silver - in the processing industry, which sent 201.3 billion UAH.

Both branches lag behind the growth dynamics of agriculture. Recycling has increased by 3.6%, wholesale - by 4%, while agriculture has reached 6%.

Almost 40% of them - 19.6 billion UAH - for a year, which allows you to understand their intended purpose: financing cash gaps inherent in agriculture. At the same time, long-term loans (over five years), issued for investment projects, for re-equipment of funds and expansion of production, amount to 11.2 billion UAH. This is about 20% of the total number of loans granted to farmers, which is twice less than the short-term amount.

With the signing of the Association Agreement and the Free Trade Area with the EU, many domestic farmers are able to deliver their products to the European market. But with time it may turn out to be the opposite - and Ukrainian farmers will lose their domestic market. Everything - through the conditions of competition of manufacturers.

The EU provides its farmers with significant subsidies in comparison to Ukraine. They can receive loans under the age of 25 and at low interest rates (3.5-5.5% in euros).

According to various estimates, bank lending is only 20% of the working capital of the agrarian sector. At a time when in developed countries the share of loans is 70%.

In Ukraine, there are about 46 thousand farms. Of these, 10% produce 90% of all products. Small farms cannot compete with large agricultural producers in terms of production due to insufficient modernization of farms. They cannot be upgraded because of the lack of funds that cannot be obtained.

Is it possible to consider the low level of lending to farmers because they are bad payers? No, because the volume of arrears of companies in the sector is only 12% of loans granted to them.

In those sectors where the largest number of loans is issued, the indicators are worse: trade delays payments of 15% of loans, in the processing industry - 46%. The average for all loans in 2016 reached 52% in total.

Given the numbers, farmers are good borrowers. But this does not add to their popularity.

The banks have their own rules for issuing loans. In order to become such, it is necessary to give the institution something to be pledged for the money received.

A change in the situation may be the emergence of agrarians a reliable mortgage, which may become the land. This will not only enable farmers to obtain the necessary funds for economic activity, but will also improve the situation of banks, because they will be able to increase their volumes.

The experience of developed countries shows that it is expedient to develop a network of institutions in relation to crediting agrarians, that is, improving legislation, institutions, development of mortgage lending, and leasing. The most optimal is the creation of a state-owned Agrarian Bank, the main task of which should be to promote the development of lending to agricultural commodity producers by providing loans, guaranteeing the return of received loans, refinancing loans.

Agriculture needs financial support because seasonality of production, large capital turnover, poor material and technical base (outdated Soviet technology), the difference between prices of agricultural and industrial products, the peculiarity of the production process and the importance of the economy do not positively affect the activities of enterprises. Agrarian enterprises have significant financial resources, but not sufficient for self-financing and development. It is well-known that state support to agricultural enterprises through the mechanism of cheapening loans contributes to raising their level of provision of credit resources.

Thus, the credit provision of the agroindustrial complex essentially depends, among other factors, on the amount of the state budget funds aimed at the program of cheaper agricultural loans. 
The banking system does not play a significant role in the development of agrarian enterprises, although there are positive trends. Most Ukrainian banks are commercial, privately owned, so it is not difficult to understand that their main purpose is profit, rather than maintenance of risky sectors, in our case, agro-industrial complex.

The most financially attractive are the agro-industrial sectors associated with the cultivation and processing of crop production. This is due to a faster turnover of capital and the ability of borrowers to repay debts within 8-10 months. 
Lending to agriculture requires banks to form an adequate lending policy that would proceed from the status of the agrarian sector and thereby create the priority conditions for its development.

The peculiarities of the agro-industrial complex complicating the process of lending to this sector of the economy by banking institutions are as follows:

- elongated production cycle;

- high demand for long-term loans, which is more risky for banks;

- specificity of the pledge (in particular land and property of specialized enterprises);

- seasonality of production of finished products, especially in crop production;

 - dependence on the influence of weather factors, crop yields and animal productivity.

It is also necessary to take into account that adverse weather factors (hail, storms, hurricanes, floods, showers, frosts, droughts, fires) can lead to partial or total loss of crops and domestic animals; - high credit industry; - low level of management and qualification of personnel of agrarian enterprises. 
Banks independently determine the terms of lending, volumes, terms, commission fees for loans, adhere to the principles of lending, control the use of borrowed funds in accordance with their own credit policy and strategy, adhere to the requirements of the current legislation and norms established by the National Bank of Ukraine, therefore, troubled and bad borrowers are for them too risky, such as, for example, agricultural enterprises. They set tight requirements and high interest rates for borrowers, thus protecting themselves from losses.

Lending involves providing loans to all economic entities without any specific characteristics and conventions that they need, but they are creditworthy, but in this case, during this period, the agrarian sector suffers the most, as it is considered to be the most risky and not quite favorable for investments that are also insufficient for development.

Prospective is considered for lending to agrarian enterprises at the expense of resources of foreign banks. This lending in the agrarian sector of the agroindustrial complex is not applicable, except for isolated cases, which indicates an inadequate level of utilization of those potential opportunities and benefits embodied in this form of investing in fixed assets, such as lending from the credit resources of foreign banks.

The main problems of agriculture that require immediate resolution are outdated equipment, which was demolished 20 years ago, but it is still in use. 
Leaving from this situation is leasing - it will help to update the technical base of agrarian enterprises, while not spending a lot of money on the purchase of the equipment itself and not extracting these funds from the turnover, because, as we know, agricultural machinery, especially the latest developments, is worth a lot of money, which our enterprises do not have all.

At present, banks use eight technologies of lending for leasing projects of agro formations. As a rule, highly liquid assets such as vehicles (45%) and agricultural machinery (31%) are the subject of lease agreements for agricultural enterprises. But direct lending to agro formations takes only 8% of the total and does not exceed 10-12% of investment demand for leasing technologies. 
This type of lending should be used in the given conditions of economic development of Ukraine, it will lead not only to updating the material and technical base, but also to improve the quality of production, products and the state of agricultural enterprises, the possibility of greater output of Ukrainian products to the world market and conquest

Also, the problem is not only in the banking system and its unwillingness to provide loans to farmers, but also the desire of the agrarian enterprises themselves to obtain the most favorable loans on the most favorable terms while hiding certain information. 
Bank research on these issues, expert examinations and, if necessary, investigations is specific and requires certain costs, which then result in the terms and interest rates of the loan. 
The more reliable the data is provided and the less money will be spent on the study of their reliability, the more favorable conditions will be for the borrower. In the stage of development of crediting in the field of agroindustrial complex it is necessary to consider other types of lending and non-traditional lending, which are quite popular in

Lending to agrarian enterprises is perhaps the most important link in their financially secured. But insufficient consideration of this issue and the adoption of the recommended measures prevent the good relations between the banking system and the agribusiness sector. Banks, above all, are interested in profit and conditions that will provide them with the least risk. And not all agricultural enterprises are in a satisfactory financial condition and fully meet the requirements and desire of bankers. 
Although foreign banks are interested in the development of the Ukrainian agro-industrial complex and are ready to invest in the development of our agriculture, thus not only their needs, but also the social status of agricultural workers will be solved.

Foreign experience shows a variety of approaches to solving the problems of preferential lending to agricultural producers by the state.

Thus, in France, the mechanism of action of preferential loans is based on the principle of bonits - compensation to the lender from the state budget of the difference between the contractual interest rate and the rate of preferential credit. The size of the preferential lending rate is fixed, legally defined and differentiated depending on the type of loan: for the arrangement of the economy - 2,7-4%, modernization - 2,7-5%, livestock development - 5-6%, production of some crop products - 6 -10%, land loans - 5,2%, financing of cooperative societies - 3,7-5%.

For German agricultural producers, either the rate of preferential credit is fixed or the amount of partial compensation [7, p. 138]. The preferential investment loan to Austrian farmers is differentiated depending on the type of loan at two levels of compensatory payments - 50 and 36% of the current interest rate of the creditor bank. 
In the US, the Farmers' Association finances a program to reduce lending rates with a compensation of 4% of the interest rate on a loan received from commercial banks by a farmer or an agricultural commodity producer. 
Romanian agricultural enterprises partial compensation was made after the return of the preferential loan in the stipulated term at the rate of 70% interest rate of the creditor.
Consequently, the common features and trends in the development of the system of agricultural lending in highly developed countries are: the participation of the state in maintaining the functioning of the system; high level of attraction of credit resources to agriculture; the most common tool is preferential lending; the formation of a «mixed» lending system. 
But at the same time, the necessity of finding alternative sources of financial support by the participants of the agrarian market remains. In order to improve the credit provision of agriculture in Ukraine, it is necessary to intensify the development of new forms of lending in agriculture that would allow them to obtain loans. These include factoring transactions, loans secured by manufactured goods, mortgage lending, leasing, forward lending, etc.

An analysis of domestic conditions for attracting additional financial resources of agricultural enterprises and their access to external sources of financing shows the urgent need to revise the foundations of state regulation of this sector of the economy and to activate the position of the state.

The need to strengthen state regulation in the agrarian sector is conditioned by the importance of agricultural production in the national economy of our country.

Necessary measures to revive domestic agriculture and increase its share in international trade should be as follows:

-  an increase in the amount of subsidies to the agro-industrial complex of Ukraine;

- reviewing the conditions and criteria for financing and lending to the village;

- reduction of interest rates on loans as a result of the strengthening of the role of state banks in the banking services market.

The model of development of domestic credit infrastructure within the national economy should include the creation of a bank that would deal exclusively with the services of the agrarian sector. 
The creation of such a bank can be carried out in the form of a cooperative bank or the State Agrarian Bank, but in any case, this segment of the banking market infrastructure will allow all financial and credit resources of the industry to be concentrated and coordinate all financial and credit flows.

Such a practice of creating a single clearing house for the agrarian sector is not new and has been successfully implemented in many leading countries of the world - Belgium, the Netherlands, France, etc.

Such a highly specialized bank in our country should also become a developer of methodological recommendations, instructions, uniform forms of credit card and document packages and a guarantor for the creation of preferential lending conditions for the agrarian sector of our country.

So, summing up, it can be noted that the further development of financial and credit relations in the field of agriculture should adhere to the principles of a market economy, but with elements of public administration and regulation of this sector of the economy.
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