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Financial security system of agricultural enterprises
in Ukraine: Role of banking and insurance services
in minimising financial risks

Abstract. The study aimed to assess the impact of banking and insurance services on the financial
security of agricultural enterprises in Ukraine. During the research, the methods of comparative
analysis and SWOT analysis were used. The mechanisms of financing the agricultural sector,
including credit programmes and insurance services, were analysed. The study determined that
PrivatBank’s loan programme “‘Agraseason” allowed farmers to receive from 200 thousand to
5 million UAH at 5% per annum, while Oschadbank provided loans to small and medium-sized
enterprises in the amount of up to 12.5 million UAH secured by a guarantee from the Partial
Loan Guarantee Fund. The government programme “Affordable Loans 5-7-9%” helped finance
the agricultural sector by more than 50 billion UAH, which significantly reduced the financial
risks of enterprises. The survey results showed that bank loans are a key source of financing for
agricultural enterprises, but the high cost of credit and difficulty in accessing it for small farms
remained major problems. Insurance services provided additional protection against risks,
including weather-related disasters, but the low level of agricultural insurance development and
limited government support reduced the effectiveness of this mechanism. The study determined
that insurance subsidies contributed to the financial security of enterprises, but the coverage of
the programme remained insufficient. The study analysed the international experience of the
financial security of farmers, in particular that of Canada, and developed recommendations for
Ukraine to improve insurance, income compensation, financing and cybersecurity programmes to
enhance the stability of the agricultural sector. The findings confirmed the need to expand access
to financial resources for the agricultural sector by improving lending mechanisms, stimulating
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the development of agricultural insurance, and increasing government support. Optimisation of
these instruments will help to reduce the financial risks of enterprises and ensure their resilience

in the face of economic instability

Keywords: agriculture; credit programmes; management; solvency, economic crises

INTRODUCTION

The research relevance is determined by the
importance of the agricultural sector for the
economic stability of the country. In the con-
text of economic and political instability, as well
as constant changes in the market, agricultural
enterprises face numerous financial risks that
may threaten their sustainability and develop-
ment. The low level of financial security of these
enterprises negatively affects their ability to
adapt to changing environmental conditions,
which increases the importance of developing
effective protection mechanisms. Banking and
insurance services are among the main tools for
minimising financial risks, providing farmers
with access to finance to invest in development,
as well as mechanisms to protect them from un-
foreseen financial losses.

The complexity of risk management in the
agricultural sector is determined by increased
vulnerability to numerous uncertainties.
L. Kostyrko et al. (2024) investigated financial
strategies and risk analysis methodologies to
overcome these uncertainties. The authors de-
termined that the financial strategy of agricul-
tural enterprises should includerisk assessment
tools to ensure long-term stability in the face
of unpredictable market changes. Their study
highlights the importance of a comprehensive
approach to risk analysis that considers both
internal and external factors that affect the sus-
tainable development of agricultural enterpris-
es. However, their study does not fully address
the impact of external factors, such as natural
disasters or global market changes, on financial
strategies in an uncertain environment.

The crisis in the financial and economic
stability of agricultural enterprises is caused by
economic instability and reduced state support.
Y. Kucherenko (2018) studied financial security,
emphasising the importance of financial stabil-
ity for sustainable development and the role of
financial transactions and insurance as risk pro-
tection instruments. However, there are gaps in
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the study of the integration of new financial in-
struments with management systems to mini-
mise risks, particularly those associated with cli-
mate change and agricultural price fluctuations.

Strengthening the economic security of
agricultural enterprises has been an important
task due to the global economic crisis and in-
creased risks. S. Vasylishyn et al. (2021) analysed
analytical support for economic security man-
agement, emphasising the importance of an
integrated approach to assessment, accounting
for financial, social, resource and environmental
aspects. The study showed the need to improve
assessment methods through integrated ap-
proaches for effective management decisions.
However, gaps remained in terms of adapting
methods for small and medium-sized enter-
prises and determining the impact of social and
environmental factors on economic security in
an uncertain environment.

The financial and economic security of agri-
cultural enterprises is critical for their develop-
ment in the face of economic change. N. Siren-
ko et al. (2021) investigated the level of financial
and economic security of the agricultural sec-
tor, identifying key elements such as financial
resources, stability, and profitability. The au-
thors emphasise the importance of assessment
through key indicators. However, there are gaps
in the study of the impact of external economic
factors, such as the exchange rate and external
debt, which need to be further explored to in-
crease the resilience of enterprises.

In the context of constant changes in the
market, the financial security of agricultural en-
terprises requires special attention. O. Kovalen-
ko & L. Yashchenko (2021) studied the diagnostics
of financial security of agricultural enterprises
proposing a methodological approach to assess-
ing the state of financial security by analysing
the dynamics, structure and financial ratios. The
authors identified the main factors affecting fi-
nancial security, such as solvency and financial
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stability, and proposed a system of indicators for
assessing financial security. However, there are
gaps in the study due to insufficient study of the
impact of state support on the financial security
of SMEs. These aspects require further research
to develop more effective mechanisms to sup-
port domestic agricultural enterprises.

In the study of the financial security of ag-
ricultural enterprises, the question of how
changes in environmental conditions can affect
their financial stability is important. J. Bereznic-
ka (2020) studied the financial security of medi-
um-sized agricultural enterprises, focusing on
the importance of subsidies and their impact on
financial sustainability. The author noted that
farmers in the Czech Republic and Poland will
be most affected by additional environmental
requirements, as subsidies are an important
source of income for them. However, the gaps
in the study relate to the insufficient study of
the impact of changes in EU policy on environ-
mental requirements on financial security in
agricultural countries with different levels of ag-
ricultural development.

Increasing the economic stability of per-
sonal finances through agricultural initiatives
is becoming an important aspect of the current
economic environment. S.P.B.B. Hasib (2024) ex-
plored the potential of agricultural initiatives to
improve financial security, including through
growing domestic food, organic farming, and
other agricultural practices. The author deter-
mined that such practices can significantly re-
duce food costs, generate additional income,
and improve overall financial stability. How-
ever, gaps in the research include insufficient
attention to the different social and economic
contexts in which these practices can be imple-
mented, as well as the investment attractiveness
of such initiatives for the general population.

The study of the financial and security mod-
el of management accounting of agricultural
enterprises focuses on the use of digital technol-
ogies to ensure financial stability. A. Livinskyi et
al. (2024) showed the importance of integrating
innovative solutions into management process-
es fortransparency and risk minimisation, in the
context of digital transformation. The study con-
firmed the need for enterprises to adapt through
automated management systems. However, the
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gaps relate to the insufficient study of the im-
pact of specific technologies on the manage-
ment accounting of small and medium-sized
agricultural enterprises.

The study aimed to examine the role of
banking institutions and insurance companies
in supporting agricultural enterprises to en-
sure their financial security. The study objec-
tives were to assess the effectiveness of finan-
cial services provided by banking institutions
and insurance companies to agricultural en-
terprises in the context of minimising financial
risks; to analyse the possibilities of integrating
insurance and credit products into the finan-
cial security strategy of agricultural enter-
prises to reduce their vulnerability to external
economic changes.

MATERIALS AND METHODS

The presented study is applied research, as it
addresses the practical application of financial
instruments to reduce the financial risks of ag-
ricultural enterprises in Ukraine. The research
was based on data from banking institutions
such as PrivatBank and Oschadbank, which of-
fer specialised financial products for farmers
(PrivatBank offers farmers..., 2018; Guarantee
of the Partial.., n.d.). In addition, the Report on
the implementation of the development plan
of the Ministry of Agrarian Policy and Food of
Ukraine for 2024 (2025), the 2023 annual report
(National Bank of Ukraine, 2024), as well as sci-
entific literature on the development of finan-
cial security of the agricultural sector, were an-
alysed (Shah et al, 2021; Sun et al, 2021; Draft
Law No. 12372, 2024).

The research methodology included a sys-
tematic analysis to identify the key elements
of the financial security of agricultural enter-
prises and their interaction. A comparative
analysis was used to assess the effectiveness
of various financial programmes, such as bank
loans, insurance policies, government subsidies
and other instruments. Particular attention is
paid to the mechanisms of state incentives, in
particular, the “Affordable Loans 5-7-9%" pro-
gramme, the “Agraseason” loan (n.d.), the Guar-
antee of the Partial Guarantee Fund for agricul-
tural and industrial complex loans (n.d.), state
agricultural insurance programmes and the
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system of subsidies for agricultural insurance
following the Law of Ukraine No. 4391-VI “On
Specifics of State-Supported Insurance of Agri-
cultural Products” (2012) (Privatbank, n.d.; Sma-
kota, 2023). The level of accessibility of these
financial instruments for different categories
of agricultural enterprises, especially for small
and medium-sized farms with limited financial
resources, was evaluated.

Support programmes for war-affected
farmers were reviewed to assess their impact
on the resumption of agricultural activities and
the financial sustainability of agricultural en-
terprises. These include the Compensation Pro-
gramme for cultivated land, the Land Demining
Programme, and the Compensation Programme
for the cost of agricultural machinery (Nemtse-
va, 2024, Involving partners in.., 2024; Receive
compensation for... n.d.).

The activities of the First Ukrainian Agrari-
an Fund and farm real estate funds (Real Estate
Investment Trust (REIT)), which allow investors
to invest in agricultural real estate, including
land leased to farmers, were analysed separate-
ly (Increase your wealth.., n.d.; Buyanov, 2021).
The study examined how these financial mecha-
nisms can contribute to improving the financial
security of the agricultural sector by providing
long-term investments. The study assessed the
prospects for the development of such funds in
Ukraine, their attractiveness to domestic and
foreign investors, and the level of regulatory
support from the state.

For a more in-depth analysis of the condi-
tions for implementing these programmes and
their accessibility to farmers, a strengths, weak-
nesses, opportunities, and threats (SWOT) anal-
ysis was applied to identify the strengths and
weaknesses of existing financial mechanisms,
as well as opportunities for their further devel-
opment. An important part of the study was to
examine the impact of financial instruments on
the sustainability of agricultural enterprises in
the face of economic instability and their ability
to adapt to changes in climate conditions, varia-
tions in agricultural prices and political factors.

The study examined the financial security
system of farmers in Canada, which includes
various tools for managing financial risks, in-
cluding the AgriStability (2024), Agrilnsurance
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Program (2024), Agrilnvest..., (2024), Advance
Payments Programme (2024), Canadian Ag-
ricultural Loans Act Program (2022) and spe-
cialised cybersecurity measures. In addition,
recommendations were developed for the im-
plementation of similar measures in Ukrainian
financial security.

The research methods used in the study
provided a comprehensive analysis of finan-
cial support programmes for the agricultural
sector, which formulated recommendations for
their improvement and increase of efficiency
in the context of minimising financial risks of
agricultural enterprises.

RESULTS AND DISCUSSION
Role of banking institutions in creating
a system of financial security
for agricultural enterprises
Agricultural enterprises, similar to any other
business, face numerous financial risks, includ-
ing the risk of insolvency due to the seasonali-
ty of agricultural production, when enterprises
have limited revenues throughout the year but
high expenses at the beginning of the season, the
risk of changes in raw material and product pric-
es due to market volatility, and risks related to
climatic conditions, such as droughts or floods,
which may reduce harvests, credit risk due to
high dependence on borrowings to finance ag-
ricultural cycles, risk of ineffective management
due to poor management skills or improper
resource planning, and political and economic
risks, including changes in government policies,
currency fluctuations and changes in tax legis-
lation, which may adversely affect the financial
stability of the business and its ability to sustain-
ably develop. Given that agriculture is related to
natural, economic and social factors, the iden-
tification and management of financial risks is
important for agricultural enterprises, as even
minor changes can significantly affect their fi-
nancial position. Agricultural risks have many
aspects that require consideration from man-
agers of enterprises banking institutions and
insurance companies.

Dependence on natural and climatic con-
ditions is one of the main risks for agricultural
enterprises. Natural disasters, such as climate
change, droughts, excessive rainfall, frosts,
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floods and others, can significantly reduce
yields and cause significant financial losses.
In addition, changes in the weather can lead to
unforeseen costs for irrigation, additional plant
shelter or the purchase of protective materials.
Agriculture is dependent on natural factors and
requires constant assessment and management
of these risks to reduce the probability of signifi-
cant financial losses (Shah et al., 2021).

Changes in supply and demand, changes
in global markets and dependence on external
economic and political circumstances often lead
to significant fluctuations in agricultural com-
modity prices. Economic crises, political insta-
bility, changes in trade with other countries and
changes in foreign exchange rates may affect
agricultural commodity prices. If the harvest is
sold at a significantly lower price than expect-
ed, such fluctuations can significantly reduce a
company'’s revenues. On the other hand, agricul-
tural businesses also face the risk of excessive
price increases for inputs required for produc-
tion, such as seeds, fertilisers, fuel and crop pro-
tection products. Dependence on suppliers of
these goods and services can lead to significant
financial problems, especially in times of market
volatility (Sun et al., 2021).

Agricultural enterprises often need credit
resources to finance seasonal expenses, pur-
chase machinery, lease land, purchase materi-
als for production, etc. However, lending is one
of the main risks for a company, especially if
interest rates are high and maturities are short.
Late repayment of debts due to rising costs or
lower revenue from sales can lead to financial
instability and even bankruptcy. Small and me-
dium-sized agricultural enterprises face the
greatest risk, as they may not have sufficient
financial reserves to repay loans in the event of
adverse market conditions. Consequently, the
company may go bankrupt due to alack of finan-
cial stability (Dadashev & Cheremisina, 2012).

Operational risks arise from mismanage-
ment of internal processes, inefficient use of
resources or poor production organisation. In
agriculture, low labour productivity, high fuel
and energy costs and a lack of proper quali-
ty control are some of these risks. In addition,
production efficiency may decline due to a
lack of funding to support new technologies or
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equipment. Management is exposed to risks
associated with low skills, lack of adequate
business development plans and poor strategic
management, which may result in misalloca-
tion of resources or poor decisions regarding
the development of the company.

Political risks in the agricultural sector are
significant due to the impact of government de-
cisions, such as changes in tax policy, subsidies,
export quotas, and environmental regulations.
Increased production costs or even restrictions
on export opportunities may result from chang-
es in legislation. Inflation, exchange rate fluctu-
ations, and changes in foreign trade are other
factors that can cause economic risks that par-
ticularly affect companies that export agricul-
tural products (Komarek et al., 2020).

PrivatBank’s “Agraseason” loan (n.d.) allows
farmers to pay for expenses related to the agri-
cultural cycle. The guarantee partially reduces
the need to provide additional assets as col-
lateral for the loan. PrivatBank requires a 50%
guarantee and 50% hard asset coverage with a
coverage ratio of 1.5 for loans up to 18 months.
The collateral can be even higher for loans up to
36 months, as hard collateral with a coverage ra-
tio of 1.5 is required, as well as a suretyship from
the owner. This programme is particularly useful
for farmers, as it allows them to obtain financing
to cover the costs of purchasing seeds, fertil-
isers, fuel and lubricants, labour and other ex-
penses. This type of loan is granted for a term of
up to one year, with the possibility of extension.

Oschadbank, for its part, offers loans se-
cured by a guarantee from the Partial Guarantee
Fund for Agricultural Loans. These loans can be
granted with maturities of up to 10 years and in
amounts ranging from 100 thousand to 12.5 mil-
lion UAH. The Fund’s guarantees help reduce the
risks for banks when granting loans and facilitate
access to finance for small and medium-sized
agricultural enterprises with limited creditwor-
thiness (Guarantee of the Partial..., n.d.).

Loans to farmers can vary in terms of condi-
tions, depending on the term, interest rate and
the need to provide collateral. An important fac-
toris also the availability of government support
programmes for farmers, such as the “Affordable
Loans 5-7-9%" programme, which provides for a
subsidy of a portion of the interest on loans. This
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allows farmers to reduce their financial bur-
den and secure financing on favourable terms

(PrivatBank, n.d.). Table 1 compares the lending
conditions of Privatbank and Oschadbank.

Table 1. Comparison of lending conditions for farmers in PrivatBank and Oschadbank

Lending B o
Bank programme Amount (UAH) | Term(years) |Interestrate (%) Provision
50% guarantee
- 50% guarantee
Privatbank | “Agraseason’ from 200 Up to 18 months +50% security +50% hard
thousand deposit denosit
(coefficient. 1.5) P
50% of the
Loan L Guarantee of
Oschadbank | guaranteed by IOth?oqflgnd " | Upto10years prlncqﬁl the Partial Loan

the Fund - Tition amount of loan Guarantee Fund

commitments

Source: compiled by the authors based on “Agraseason” loan (n.d.), Guarantee of the Partial Guarantee Fund for

agricultural and industrial complex loans (n.d.)

Loans for farmers from PrivatBank and Os-
chadbank have different terms and conditions,
depending on the needs of the borrowers. Pri-
vatBank is suitable for short-term financing but
has high collateral requirements. Oschadbank,
on the other hand, offers more flexible terms,
including long-term loans backed by a govern-
ment guarantee, making them more affordable
for small and medium-sized enterprises. For
farmers seeking stable financing over a longer
period with lower collateral requirements, Os-
chadbank is a more favourable option.

Agricultural enterprises can obtain the
equipment they need without significant up-
front investment through leasing, another im-
portant financing tool. This is especially relevant
when prices for new agricultural technologies
and other fixed asset investments are high.
Through leasing, farmers can rent machinery
for a fixed period with the option to buy it at the
end of the lease or extend the lease. Since the in-
itial cost of the equipment is spread over several
years, these conditions allow the company to re-
duce its financial burden.

For instance, PrivatBank provides farmers
with the opportunity to lease agricultural ma-
chinery such as tractors and combines, as well
as tillage equipment. Leasing allows farmers
to purchase machinery without significant
upfront investment, which reduces the fi-
nancial risks associated with investing in new
equipment. It also allows companies to up-
grade their machinery fleet without having to
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spend significant money upfront (PrivatBank
offers farmers..., 2018).

Oshchadbank also offers leasing of agricul-
tural machinery with favourable terms that al-
low farmers to lease machinery for up to 5 years
with the option to buy it back after the leasing
period. Leasing of machinery is an important
tool for farmers, as it provides access to modern
equipment without the need for significant fi-
nancial outlays (Purchase of new..., n.d.).

Bank guarantees are another important fi-
nancing instrument that helps to reduce finan-
cial risks for agricultural enterprises. A bank
guarantee is an obligation of a bank to pay a cer-
tain amount in case of a farmer’s failure to ful-
fil its obligations to counterparties or creditors.
This reduces the risk for the bank and increases
confidence in the company on the part of other
market participants.

Bank guarantees are usually provided
through government support programmes,
such as the partial guarantee programme for
agricultural loans. In the case of loans under
the state programme or through special partial
guarantee funds, banks can provide guarantees
to farmers. This reduces the risk for banks and
facilitates access to finance for small and medi-
um-sized enterprises in the agricultural sector.
Even if farmers do not have a good credit rating,
they can still get loans through partial guar-
antee programmes. For instance, Oschadbank
provides loans under government programmes
with a partial guarantee of the fund, which
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reduces the bank’s risks and allows farmers to
obtain the necessary funds on more favourable
terms. Such programmes greatly facilitate ac-
cess to finance for agricultural enterprises, re-
ducing risks and increasing productivity (Lend-
ing with the use of.., n.d.).

Thus, bank financing instruments are an
important tool for farmers seeking to ensure fi-
nancial stability and growth of their enterprises.
They can be used for efficient management of
resources, mitigation of financial risks and ad-
aptation to market changes. The development
of Ukrainian agriculture is largely dependent
on government programmes to support farm-
ers through banking institutions. These pro-
grammes increase the financial accessibility of
agricultural enterprises, especially small and
medium-sized ones, by enabling them to obtain
the necessary financial resources to modern-
ise production, cover seasonal costs, purchase
machinery and make other investments. Such
programmes include compensation for the cost
of machinery, grants, concessional lending and
subsidies. They increase the competitiveness of
farmers and allow them to reduce financial risks.

Concessional lending is one of the most im-
portant forms of state support for farmers. Pro-
grammes such as “Affordable Loans 5-7-9%" pro-
vide farmers with financing at reduced interest
rates. Participation in these programmes allows
farmers to significantly reduce their loan servic-
ing costs. This is especially relevant for small and
medium-sized enterprises, which often face dif-
ficulties in accessing cheap credit. Farmers can
obtain financing for needs related to agricultural
production, such as the purchase of agricultural
machinery, construction and modernisation of
infrastructure, labour costs and other operat-
ing expenses. These programmes help farmers
cover these needs. The programme “Affordable
Loans 5-7-9%" allows for a significant reduction
inthe interest rate onloans, which gives farmers
access to cheap resources and enables them to
develop their businesses steadily even during
the crisis (PrivatBank, n.d.).

State support also includes subsidies and
grants, which are important for stimulating ag-
ricultural development and stabilising farm-
ers’ incomes. For farms to be financially stable,
money for keeping livestock and cultivating land
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is needed. For example, tillage subsidies of up
to 4,000 UAH per hectare allow farmers to off-
set the cost of renting land or cultivating land,
which increases profitability and reduces costs.
Such actions are particularly important in times
of economic challenges or unpredictable events,
such as droughts and other natural disasters,
which can significantly reduce yields. They pro-
vide farmers with additional financial resources,
which allows them to withstand seasonal fluctu-
ations in income and maintain stability in their
farming operations (Department of Agro-Indus-
trial Development, 2024).

Modernisation of production is an impor-
tant part of agricultural development, and the
government actively promotes this process by
compensating part of the cost of machinery. The
Ministry of Economy of Ukraine offers compen-
sation of up to 25% of the cost of domestic agri-
cultural machinery for modernisation. This en-
ables farmers to purchase the latest equipment
without significant upfront costs, which increas-
es productivity and efficiency. Farmers can re-
duce the cost of purchasing machinery and use
it to increase yields, reduce the cost of cultivat-
ing land and perform other technological oper-
ations through such programmes. Government
compensation allows farmers to modernise their
farms, which is an important component for in-
creasing competitiveness in domestic and for-
eign markets (State support programs.., 2024).

Grant funding is one of the new ways to as-
sist farmers. Programmes such as “eRobota”
(eJob, digital job) provide grants for the develop-
ment of horticulture, berry and wine growing,
as well as for the establishment of greenhouses
and processing plants. The grants are provid-
ed without the need for repayment, making it
much easier for farmers to obtain funding for
new projects. The development of new areas of
agricultural business, such as organic horticul-
ture and processing, is also supported by grant
programmes. By doing so, farmers can increase
production and add value to their products,
which is important for increasing incomes and
developing the local economy (Maltseva, 2024).
Table 2 compares the main forms of state sup-
port for farmers provided through banking in-
stitutions, including concessional lending, sub-

sidies and grant funding.
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Table 2. Comparison of the main forms of state support for farmers

Program Objective/Purpose

Amount of funding Terms and Conditions

“Affordable loans
5-7-9%"

Providing access to cheap
loans for farmers

From 200 thousand
to 12.5 million UAH

Rate: 5%, 7%, 9% depending
on the type of activity

Support for farmers to keep
livestock and cover land
cultivation costs

Subsidies for
livestock-keeping

Restrictions on land areas
and crop types

Up to 4 thousand UAH
per hectare

Promoting the renewal

Compensation of farmers’ machinery through
for the cost of -
- compensation for the cost
equipment

of equipment

Up to 25%
of the equipment cost

The equipment must be
of domestic production

Support for the development
of horticulture, berry growing,
viticulture and processing
enterprises

Grant funding

Different amounts depending

Requirements for the type
of activity (horticulture,

on the programme greenhouse farming)

Source: compiled by the authors based on Privatbank - Participants in the program “Affordable loans 5-7-9%" (n.d.),
Department of Agro-Industrial Development (2024), State support programs for farmers in effect in 2024 (2024),

M. Maltseva (2024)

Thus, state support programmes for farmers
are important for the development of Ukrainian
agriculture. They provide financial resources to
cover costs, modernise machinery and ensure
stable incomes for farmers. At the same time,
there is a need to improve the procedures for pro-
viding support to ensure that it is more accessible
to all farmers in the country (Wahab et al, 2023).

The current study and the one by H.E. Bilali
§ T.B. Hassen (2024) both address the financial
security of agricultural enterprises and the role
of risk mitigation instruments. Both studies
emphasise the importance of financial support
through banking institutions and insurance
companies to help farmers protect themselves
from financial losses due to climate change or
price fluctuations. This study focuses on specific
financial instruments, such as soft loans, sub-
sidies and grants, that allow farmers to reduce
financial risks and increase competitiveness.
H.E. Bilali & T.B. Hassen addressed the impact
of climate change on the financial operations of
agricultural enterprises and the need to adapt
to natural disasters. Both studies emphasise the
importance of developing new financial instru-
ments to support farmers in minimising risks.

The current study and D. Li et al. (2024) ex-
amined the importance of financial support to
farmers to stimulate innovation and develop-
ment of the sector, through concessional lend-
ing and state aid. The study by D. Li et al ad-
dressed the use of digital financial instruments
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to support farmers, especially through mo-
bile platforms and online banking, which is
more relevant for China, where digital financial
services are actively developing. Instead, this
study focuses on state support programmes in
Ukraine, such as soft loans, subsidies and grants,
which are the main instruments of agricultural
financing in the country. Furthermore, the study
by D. Li et al. covers microeconomic data of ag-
ricultural enterprises in China, while this study
focuses on macroeconomic aspects of support
to farmers through state institutions in Ukraine.

This study emphasises the impact of state
support to farmers through banking instru-
ments on the financial stability of agriculture.
The study by E. Mudanya et al. (2022), on the
other hand, addresses credit risk and its impact
on the financial performance of commercial
banks in Kenya, specifically through credit risk
management practices. This study assesses how
credit risk affects the financial performance of
banks and how effective management of these
risks improves the stability of the banking sys-
tem. Both studies examine financial risks in
the context of specific economic and financial
systems, but in one case the focus is on bank-
ing instruments to support farmers, and in the
other on credit risk management of commercial
banks. Therefore, while both studies address fi-
nancial risks and their impact on the stability of
economic systems, one focuses on the agricul-
tural sector and the other on the banking sector.

Economics and Business Management (16)1
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Impact of insurance services on reducing
financial risks of agricultural enterprises
Insurance for farmers in Ukraine is necessary
for protecting agricultural enterprises from fi-
nancial risks associated with adverse weather
conditions, natural disasters, plant diseases, and
military operations. Ukraine has already devel-
oped and introduced various types of insurance
products that allow farmers to reduce financial
losses in the event of an insured event and re-
ceive financial support from the state.

Crop insurance is an important product
because it allows farmers to cover losses as-
sociated with the total or partial loss of crops
due to natural disasters or human actions. For
instance, winter crop insurance can cover the
entire growing cycle, from germination to har-
vesting the following year. This may include the
wintering period. In addition to traditional crop
insurance, farmers can choose to buy insurance
based on a yield index, which is based on the av-
erage yield of the region over the past few years.
Farmers are compensated for losses if the actual
yield is below the average (Smakota, 2023).

The government actively supports farmers
through subsidies for agricultural insurance. Ac-
cording to the Law of Ukraine No. 4391-VI (2012),
farmers are entitled to partial reimbursement of
insurance payments. In 2021, a new support sys-
tem was introduced, which allows farmers to re-
ceive compensation of up to 60% of the insurance
premium. In case of additional needs for state
funding, the reimbursement can reach 80% in
the following years (Farmers will receive..., 2020).

Farmers' property insurance is another im-
portant method of reducing financial risk. It
covers the protection of agricultural enterprises
not only against natural disasters, such as fires
or floods but also against third-party damage
to greenhouses, elevators and storage facilities.
Farmers can choose to insure machinery, such as
tractors, combines, etc., to protect their property.
Business interruption insurance is particular-
ly noteworthy, as it covers not only direct losses
from property damage, but also potential loss-
es associated with the cessation of the compa-
ny’s operations (Agricultural Insurance..., 2016).

Farm animal insurance is another impor-
tant product. It can include insurance for birds,
horses, pigs, cattle and other animals, as well as
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an additional option for protection against in-
fectious diseases. Globally, more than 30 types
of dangerous animal diseases have been identi-
fied in 102 countries. Most of these diseases have
a high mortality rate. Agricultural enterprises
that raise animals must be protected against
such diseases (Agricultural Insurance..., 2016).

Current offers on the agricultural insurance
market also include freight insurance, which is
important for companies involved in the export
of agricultural products. Such a policy covers
not only the value of the cargo but also the cost
of transportation, which is especially impor-
tant when the local currency is unstable. When
concluding such contracts, it is possible to in-
corporate currency risks, which can be critical
for farmers engaged in international deliveries.
War risk insurance, which has become relevant
due to the military conflict in Ukraine, requires
special attention. This insurance covers the
costs of sowing and growing crops that have
been destroyed or damaged as a result of hostil-
ities, the construction of defensive structures or
even mine clearance. This allows farmers to re-
main financially stable despite the negative ef-
fects of war. Companies that commercially grow
winter crops and insure more than 1,500 hec-
tares can use the war risk insurance offer
(Attention Farmers, 2023).

The programmes to support farmers affect-
ed by the war include several important initia-
tives aimed at restoring agricultural activities.
The compensation programme for cultivated
land provides compensation to farmers from
areas where hostilities have ended (e.g., Kyiv re-
gion) or where de-occupation has taken place in
the amount of 8,000 UAH per 1 ha of cultivated
land for owners of up to 120 ha (Nemtseva, 2024).
This programme is funded by the state budget of
Ukraine. The land demining programme pro-
vides compensation for demining services to
farmers, enabling them to resume economic
activity in the blocked areas (Involving partners
in.., 2024). The state budget of Ukraine for 2025
provides 1 billion UAH for this programme. The
programme of compensation for agricultural
machinery offers compensation in the amount
of 25% of the cost of domestically produced ag-
ricultural machinery, which farmers can receive
through banks that have signed a memorandum
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with the Ministry of Economy of Ukraine (Re-
ceive compensation for.., n.d.).

Most Ukrainian farmers do not use crop and
harvest insurance during their business. Ac-
cording to a survey of agricultural enterprises
conducted by the Ukrainian Agribusiness Club
(UCAB), only 15% of farmers surveyed use this
type of insurance. At the same time, 85% of re-
spondents do not use crop and harvest insur-
ance. Of the 15% of farmers who do use insur-
ance services, only 73% provided information
on the share of loss coverage, reporting that,
depending on the type of insurance, farmers
are covered for 20% to 60% of their losses in the
event of an insured event. As for the insurance
of agricultural machinery, 33% of farmers use
this service, while the rest do not insure their
machinery. Among the 33% who use insurance
services for machinery, only 49% provide infor-
mation on the percentage of insured machin-
ery. Of this number, 29% of farmers fully ensure
their agricultural machinery, 11% insure most of
their machinery (65-80%), and 11% insure only
half of their machinery (50%). The remaining
49% of respondents partially use machinery in-
surance at their enterprises (from 40% to 2%)
(Research: 85% of..., 2018). However, Ukrainian
farmers often do not ensure their crops due to
a lack of trust in insurance companies, which
is the reason for their reluctance to use such

services. For instance, farmers in the Kirovohrad
region did not insure their crops in 2021, despite
the high level of risk, such as drought and other
threats. The reason for this is the experience of
previous years when the insurance company did
not compensate for losses, and the mechanism
for compensation was too complicated. Only 30-
50% of the expected harvest was harvested in
different crop areas, which confirms the prob-
lems farmers have with covering losses (Ukrain-
ian farmers do..., 2021).

Overall, agricultural insurance can substan-
tially mitigate the risks faced by farmers in their
business and ensure financial stability even in
difficult conditions. Legislative initiatives and
new proposals for war risk insurance are con-
tributing to the development of the agricultural
insurance market in Ukraine, allowing farmers
to receive support from the state and ensure the
protection of their assets.

Agricultural insurance in Ukraine offers
various types of insurance products that allow
farmers to minimise financial risks. However,
each type of insurance has unique advantages
and disadvantages, which should be accounted
for during the selection of the most suitable for
the specific conditions of the agricultural busi-
ness. Table 3 provides an overview of the advan-
tages and disadvantages of the main types of ag-
ricultural insurance used in Ukraine.

Table 3. Advantages and disadvantages of different types of insurance for agricultural enterprises

Type of Insurance

Advantages

Disadvantages

Crop insurance

Protection against adverse weather conditions and
natural disasters. Availability of state support.

Limitations on coverage, in particular
for risks not included in the policy.

Property insurance

Coverage of losses from fires, floods, robberies.
The ability to protect production facilities
and equipment.

High cost for large objects requiring
detailed analysis.

Farm animal insurance

Coverage of risks from diseases, fires and natural
disasters. Increase the stability
of the agricultural business.

High cost of insurance policies,
restrictions on coverage
of certain diseases.

Difficulties in registration

Freight transport
insurance

Protection against risks when exporting products.
Payments for damage during transport.

for one-time transport, and
extensive documentation.

War risk insurance

Coverage for losses caused by hostilities. Assistance

Limited coverage, provided
that the damage is not defined

in case of losses due to military operations.

as force majeure.

Source: compiled by the authors based on Agricultural Insurance: Products and Benefits (2016), Attention farmers!
A new insurance product for agribusiness - war risk insurance! (2023)

The table shows that each type of insurance
has unique strengths and weaknesses, which
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should be accounted for during the selection of
an insurance product suitable for an agricultural
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enterprise. Although it has limitations, crop
insurance is one of the most popular due to its
wide range of risk coverage. Property and live-
stock insurance can be quite expensive for large
enterprises, as they have a much larger volume
of assets to cover. The cost of insurance premi-
ums depends on the amount of coverage, and
the more property and livestock that need to be
insured, the higher the insurance costs will be.
In addition, large agricultural enterprises may
have more complex infrastructure and technical
equipment, which also requires additional in-
surance,whichinturnincreasesinsurance costs.
Therefore, insurance may be more financial-
ly burdensome for large enterprises, although
it reduces the risk of damage or loss of assets.
Cargo and war risk insurance helps farmers in
the event of external threats, but coverage often
depends on the specific terms of the contract.

Insurance companies are important for
farmers, especially in the face of climate change
and volatile market conditions. They help farm-
ers and agricultural enterprises reduce financial
losses due to natural disasters, economic fluctu-
ations and other adverse circumstances. These
companies play an important role in ensuring
the resilience of the agricultural sector and fa-
cilitating adaptation to new challenges posed by
climate change and market volatility.

Insurance companies help farmers reduce
their financial risks by transferring some of
these risks to other market participants through
the reinsurance mechanism. It operates as fol-
lows: farmers conclude insurance contracts in
which the insurance company assumes respon-
sibility for financial losses in the event of certain
risks (e.g., natural disasters, animal diseases,
fires). However, insurance companies also face
the risk of large claims under such policies. This
helps to reduce the negative impact of unfore-
seen events on the company’s financial results.
Since insured property allows for loans and in-
vestments on favourable terms, insurance also
facilitates access to external financing. Govern-
ment support allows farmers to obtain a wider
range of insurance services, which can signifi-
cantly reduce insurance costs. Agricultural in-
surance is being promoted by programmes to
compensate for part of the premiums, making
this instrument more affordable for farmers.
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This is an important component of agricultural
sustainability in the face of climate change and
market fluctuations.

Despite significant achievements in the
field of agricultural insurance, there are still
some challenges to be addressed. The main
problems with agricultural insurance legisla-
tion are the ambiguity of regulations, lack of
standardisation of insurance products, which
makes it difficult to compare programmes, and
limited access for small farmers due to high
costs and lack of subsidies. The laws do not al-
ways include all risks, such as climate change or
new animal diseases. Insufficient control over
insurance companies also leads to inefficien-
cies. Improvements in legislation should ensure
clarity, transparency and accessibility for farm-
ers. In addition, unclear conditions for state aid
may limit farmers’ participation in insurance
programmes, which may result in most farm-
ers not having access to such products. It is also
crucial that farmers are better informed about
insurance options and state support mecha-
nisms (State support mechanism..., n.d.).

Insurance companies are also substantial
in the risk management system of farmers, pro-
viding financial stability and protection against
unforeseen situations. Adaptation to climate
change and market conditions are important as-
pects, and insurance products allow agricultural
enterprises to be more resilient to such chal-
lenges. With increased government support for
agricultural insurance in Ukraine and improved
legislation, this mechanism could become even
more accessible and effective for farmers.

Comparing the present study with the
study by N.D. Delay et al. (2023), it is possible
to identify common features and differences.
Both studies consider risk management in the
agricultural sector through insurance mecha-
nisms. N.D. DeLay et al. discussed the impact of
agricultural insurance on the financial stability
of farms, on credit and liquidity, while this study
analyses crop insurance, adaptation to climate
change and market conditions. The difference
isthat N.D. DeLay et al. addressed the US market
and the practical impact of agricultural insur-
ance on US farmers, while this study focuses on
Ukraine, including local laws and government
support programmes for agricultural insurance.
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Thus, both studies have similar themes but dif-
ferent geographical and regulatory contexts.

This study and the study by Q. Stoeffler et
al. (2022) both analyse the role of insurance in
the agricultural sector, particularly in the con-
text of managing risks such as natural disas-
ters, climate change and market fluctuations.
However, the differences lie in the geographical
context and the focus of the studies. This study
focuses on the role of state support in ensur-
ing farmers’ stability. In contrast, Q. Stoeffler et
al. (2022) examine the European experience,
in particular policies and state insurance pro-
grammes in EU countries, without focusing on
military or political factors.

R.H. Rana et al. (2024) examined risk man-
agement mechanismsinthe agricultural sector,
particularly the role of insurance in ensuring
the financial stability of agricultural enterpris-
es. The authors emphasised the importance
of agricultural insurance in protecting farm-
ers from natural disasters such as droughts,
floods and other extreme weather conditions
that negatively affect production. The authors
also highlight the cost-effectiveness of using
agricultural insurance to reduce financial loss-
es and ensure the sustainability of agricultural
enterprises in the long term. Both studies em-
phasise the importance of financial stability of
agricultural enterprises, but in the context of
their research, considerable attention is paid
to different approaches to ensuring this stabil-
ity: the study by R.H. Rana et al. is more focused
on international experience and the effective-
ness of agricultural insurance at the global lev-
el, while this study focuses on the specifics of
the implementation of agricultural insurance
in Ukraine, in particular through preferential
lending and state subsidies.

This study and the study by M.Y. Madaki et
al. (2023) share several common aspects in the
context of using agricultural insurance as risk
management in agriculture. Both studies high-
light the importance of agricultural insurance
for farmers and its role in climate change ad-
aptation. The authors emphasise that climate
change, including droughts, storms and other
natural disasters, can have a significant impact
on agricultural production, making agricultur-
al insurance an important tool for mitigating
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these risks. Both studies also recognise the im-
portance of government support for agricultur-
al insurance in reducing farmers’ costs. State
subsidies and insurance programmes in several
countries, including Ukraine, play an important
role in making agricultural insurance affordable
for a wide range of farmers. Both papers point
to the importance of creating a favourable leg-
islative environment that supports agricultur-
al insurance, including through subsidies and
financing. This study analysed the impact of
agricultural insurance on the mental health of
farmers, in particular, on how insurance reduces
stress and improves the psycho-emotional state
of farmers in the event of unforeseen situations.
In turn, the study by M.Y. Madaki et al. focuses
on the role of agricultural insurance in adapting
to climate change in developing countries, par-
ticularly in Nigeria, where rising temperatures
and unstable weather conditions have a signifi-
cant impact on farm yields and economies.

P.Ruan et al. (2024) and this study examined
how agricultural insurance can contribute toag-
ricultural production sustainability and food se-
curity. Both studies emphasise the importance
of supporting sustainability in agriculture using
agricultural insurance, which allows farmers to
be protected from natural disasters and market
fluctuations. However, there are some differ-
ences between these studies. This study focus-
es on the impact of agricultural insurance on
food security and explores how agricultural in-
surance contributes to reducing financial risks
and ensuring sustainable agricultural develop-
ment. At the same time, the study by P. Ruan et
al. focuses more specifically on the economic
effects of agricultural insurance and therefore
focuses on reducing financial risks and improv-
ing the overall economic stability of agricultural
enterprises in China.

Comparing this study with other works, it
is possible to identify both common features
and differences. All the studies emphasise the
importance of agricultural insurance as a risk
management in the agricultural sector to pro-
tect against natural disasters, climate change
and market fluctuations. Most authors note that
agricultural insurance is key to ensuring the fi-
nancial stability of farms, especially in the face
of unforeseen situations.
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Investment instruments to reduce

financial risks of agricultural enterprises

In Ukraine, farmers can use a wide range of in-
vestment instruments to diversify risks and
achieve sustainable development of their com-
panies. Investment funds are one of the mainin-
struments for agrarians who want to raise funds
for the development of their business without
having to manage significant amounts of mon-
ey directly. In Ukraine, many funds focus on the
agricultural sector, on investing in agricultural
land and agricultural companies.

One of the best-known funds is the First
Ukrainian Agrarian Fund, which invests in ag-
ricultural companies that lease agricultural
land, mainly in the central and western regions
of Ukraine. This provides benefits to investors
through share price appreciation and regular
dividends. This type of investment reduces risks
through diversification, as it invests in different
sectors of agriculture, which guarantees stable
income even in difficult conditions. An important
advantage of investment funds is their liquid-
ity: shares in the funds can be bought and sold
on stock markets, allowing investors to respond
quickly to changes in the market situation. This
diversification of assets reduces the impact of
negative external factors on investors’ income
(Increase your wealth.., n.d.). In terms of financial
indicators, the fund’s land bank is 684.84 hec-
tares, unchanged from the beginning of 2024.
The main crop for this year is soybeans, which
is strategically important for a stable income.
However, by the end of 2024, the fund has a de-
crease in net assets of 0.6 million UAH (-1.39%),
and the value of net assets per share decreased
by 1142 UAH, which also amounted to a decrease
of 1.39%. This indicates a slight negative change
in the short term but given the stability of the
land bank and the opportunities for diversifica-
tion, these changes may be temporary. The fund’s
liquidity is also an important advantage, with
shares traded on the stock markets, allowing in-
vestors to react quickly to changes in the market
situation. This opportunity gives investors’ con-
fidence that they can quickly buy or sell shares
following market conditions, reducing risks from
external factors (Monthly report on the.., 2024).

Direct investments involve investing directly
in agricultural enterprises or in the development
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of agricultural business, for example, through
the purchase of machinery or land. This allows
the investor to directly control their assets, make
strategic decisions on business development
and manage risks.

Private equity allows farmers to have sig-
nificant autonomy in managing their assets
and to profit directly from operations. Large
agricultural companies can profitably invest in
new technologies and expansion due to their
significant financial resources and scale, which
enables efficient innovation. Small and me-
dium-sized enterprises can also benefit from
such opportunities but often face constraints
due to a lack of financial capacity and limited
access to credit, although government support
programmes can help them obtain financing.
Direct investment can also include invest-
ments in land plots that are leased or used for
crop production. In this way, farmers receive
not only a stable rental income but also ben-
efit from the potential increase in land value.
Direct investment also allows farmers to ben-
efit from tax benefits and government support
programmes. Several programmes in Ukraine
encourage investment in the agricultural sec-
tor. For instance, the Cabinet of Ministers of
Ukraine Order No. 1437-2015-r “On approval of
the Concept of the State Target Programme for
the Development of the Agricultural Sector of
the Economy for the Period Until 2022” (2015)
aims to stimulate capital investment in the live-
stock sector, in particular through co-financing
the construction of livestock facilities and infra-
structure in rural areas, which allows for both
public and private investment. Another impor-
tant programme is the production growth sub-
sidy, for dairy farmers, who receive support for
the growth of each head of cattle, stimulating
investment in this sector. To increase the com-
petitiveness of agricultural enterprises engaged
in both livestock and crop production, a special
value-added tax (VAT) regime has been estab-
lished (Kaletnik & Koziar, 2020). However, direct
investment is also associated with high risks, as
agricultural businesses are often dependent on
external factors such as weather conditions or
market price fluctuations.

Agricultural bonds can be used as a finan-
cial instrument to raise long-term funds for
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the development of agribusiness. Agricultural
bonds in Ukraine have not yet gained wide-
spread popularity due to several main factors.
Firstly, the lack of sufficient liquidity in the
bond market reduces investor interest in this
instrument. Many investors prefer more tradi-
tional financial instruments, such as deposits
or government bonds, which are less risky and
have guaranteed returns. Secondly, the agri-
cultural sector in Ukraine often faces high fi-
nancial and operational risks, such as depend-
ence on weather conditions, fluctuations in
commodity prices and unpredictable political
changes. This creates certain obstacles to at-
tracting investors to agricultural bonds, as in-
vestors may not be willing to take on addition-
al risk. A third factor is the lack of awareness
among agricultural enterprises about the pos-
sibilities of issuing bonds and their advantages
compared to other financing options, such as
loans or private equity.

Agricultural bonds can be particularly use-
ful for large agricultural companies that need
large amounts of funding for the long term, for
example, to purchase machinery, modernise
production or expand their land bank. They al-
low farmers to raise funds without having to
sell a part of the company, as is the case with a
share issue. Bonds provide a way to retain con-
trol of the business while raising the necessary
capital. For investors, agricultural bonds can be
a stable source of income, as they usually have
a fixed interest rate and clearly defined maturi-
ty dates. However, an important feature of such
instruments is the need to carefully assess the
financial stability of the issuing company, as this
affects the safety of the invested funds.

Farm real estate investment trusts (REITs)
allow investors to invest in agricultural real es-
tate, often abroad, without having to buy the
land outright. Such funds invest in agricultural
land, including land leased to farmers. This can
be used for risk diversification as the fund in-
vests in different geographical regions and dif-
ferent types of crops.

One of the main advantages of farm real es-
tate funds is that investors can receive a stable
rental income as well as benefit from the growth
of land values. This also reduces the risks asso-
ciated with weather conditions and fluctuations
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in agricultural prices, as funds usually own land
in different parts of the world. REITs can be par-
ticularly beneficial for investors who do not wish
topurchaseland outright due to high initial costs
but want to profit from stable rental payments.
They are also liquid assets, as their shares can be
sold on stock markets (Buyanov, 2021).

Investment products available to farmers in
Ukraine provide an opportunity to diversify risks
and increase profits. Investment funds, private
equity, agricultural bonds and farm real estate
funds are the main instruments that allow farm-
ers to raise funds for business development. The
choice of an investment product depends on the
needs and strategic goals of the farmer, as well
as their willingness to take certain risks.

Analysing the effectiveness of investments
to stabilise the financial security of agricultural
enterprises is an important step in determin-
ing the strategy of agribusiness development.
Given that the risks in the agricultural sector
are largely dependent on market fluctuations,
climatic conditions and other factors, invest-
ments can be an important tool for maintaining
and increasing the financial stability of compa-
nies. A SWOT analysis is useful for the identi-
fication of the strengths and weaknesses of an
investment strategy, as well as opportunities
and threats that may affect the effectiveness of
investment products. Table 4 presents a SWOT
analysis that assesses the impact of invest-
ments on stabilising the financial security of
agricultural enterprises.

Investments in Ukraine’s agricultural sec-
tor are an important means of ensuring the fi-
nancial stability of agricultural companies. They
can diversify risks, raise additional funds for
development and modernisation, and stabilise
revenues when the market changes. Neverthe-
less, there are some drawbacks, including de-
pendence on external circumstances, high in-
vestment costs, and risks associated with legal
issues. At the same time, there are significant
opportunities for agribusiness development
through government support, innovation and
integration into international markets. Threats,
such as climate change or political instability,
can have a significant impact on investment
performance, therefore it is necessary to con-
sider these factors in investment decisions.
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Table 4. SWOT analysis of investment efficiency to stabilise
the financial security of agricultural enterprises

Advantages

Disadvantages

Risk diversification — investments in different sectors
(land, machinery, agricultural bonds)
reduce financial risks.

Raising additional funds — investments attract financing
for modernisation, expansion of production and
introduction of new technologies.

Stability of income — investments in land and agricultural
bonds can provide stable rental or interest income.
Increasing competitiveness — investments in modern
equipment and technologies can improve production
efficiency and reduce costs.

Dependence on external factors — high level
of dependence on climatic conditions, global agricultural
prices and other external factors.

High costs of investment — it can be difficult for farmers to
attract large investments due to the need for significant
upfront capital investment.

Uncertainty in the long term — exchange rate fluctuations
and changes in government support policies
may affect investment performance.
Insufficient legal support — lack of clear regulations
on investments in the agricultural sector can lead
to legal difficulties.

Possibilities

Threats

Development of state support programmes — availability
of financing programmes, subsidies
and soft loans for farmers.

Growing interest in agribusiness — growing demand
for agricultural products globally opens up new
opportunities for farmers and investors.
Integration into international markets — the possibility
of attracting foreign investment and access
to new markets for agricultural products.
Innovative technologies — development of new
technologies in agribusiness, such as precision farming,
can increase efficiency and profitability.

Market volatility — changes in market conditions
(agricultural prices, input costs) can reduce
the profitability of investments.
Political instability — military conflicts and economic
instability in a country can significantly
affect investment opportunities.

Climate change — adverse climate conditions can affect
the yields and financial results of agricultural enterprises.
Uncertainty in investment regulation — insufficient legal
support for investors can create risks for farmers
and limit business development.

Source: compiled by the authors based on S. Buyanov (2021), Z. Titenko (2022)

In many countries where the agricultural
sector is significant to the economy, the system
of financial security of agricultural enterprises
includes a set of measures that allow for effec-
tive management of financial risks and ensure
the stability of their operations. For instance,
Canada has implemented several tools to help
farmers cope with financial difficulties, includ-
ing financial risk management programmes
such as AgriStability (2024), which provides
compensation in case of significant income
losses, and Agrilnsurance Program (2024),
which minimises losses from adverse weath-
er conditions. In addition, the Agrilnvest pro-
gramme (2024) allows farmers to build up sav-
ings to cover smaller financial downturns.

Canadian farmers also have access to fi-
nancing programmes, such as the Advance Pay-
ments Programme (2024), which provides mon-
ey with interest deferral, and loans through the
Canadian Agricultural Loans Act Program (2022)
with government-guaranteed rates and flexible
repayment terms. Specialised measures are in
place to ensure data security and protect against
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cyber threats, including the Durham College Cy-
bersecurity Centre, which provides solutions to
protect data and business. In addition, Canadian
farmers have access to the Farm Debt Mediation
Service (2024), which provides free assistance in
resolving debt issues.

Compared to Ukraine, where the farm finan-
cial security system still needs to be improved,
Canada’s experience can be a valuable reference
point for the development of new policies and
programmes. In Ukraine, the following recom-
mendations based on international experience
should be considered: expanding crop insur-
ance programmes and creating more affordable
and efficient crop insurance programmes that
cover a wide range of risks, including weather
conditions, which are among the biggest threats
to Ukrainian farmers. It is also necessary to in-
troduce government income compensation
programmes, as in Canada, which would com-
pensate farmers for significant losses due to a
decline in income. This could help reduce finan-
cial risks and ensure the stability of the industry.
It is important to improve access to finance, by
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expanding access to loans with guaranteed gov-
ernment rates and flexible repayment terms,
as is done in Canada through the Canadian Ag-
ricultural Loans Act Program (2022). The intro-
duction of free mediation services for farmers in
debt traps will help them regain financial stabili-
ty, asis done through the Debt Mediation Service
in Canada. As digital technologies become an
important aspect of the agricultural sector, the
development of cybersecurity in the agricultural
sector is also critical, given the growing role of
digital technologies. Implementation of meas-
uresto protect farmers’'data, asisdonein Canada
through specialised cybersecurity programmes,
will help to reduce risks for farmers in Ukraine.

M. Soliwoda (2020) and the current study
address the financial security of agricultural en-
terprises and recognise the importance of mini-
mising risks through financial instruments such
asinsurance and banking. However, the study by
M. Soliwoda addressed global financial instru-
ments and investment strategies used abroad,
while this study focuses on instruments availa-
ble to Ukrainian farmers, in particular govern-
ment support programmes and subsidies. An
important difference is that this study incorpo-
rates the impact of external factors, such as the
war, on the Ukrainian agricultural sector, which
is not covered by M. Soliwoda. In addition, this
study takes a local approach, while the study by
M. Soliwoda addressed general and global as-
pects of farmers’ financial stability.

K. Prandecki § W. Wrzaszcz (2023) investi-
gated the impact of agricultural innovation on
the sustainable development of the Polish agri-
cultural sector, with their analysis focusing on
the environmental and economic aspects of agri-
cultural policy, including adaptation to European
requirements related to environmental change
and sustainability in agriculture. The authors
also analysed the financial instruments used
to support farmers, including subsidies and fi-
nancing through banking institutions to promote
sustainable development. Both studies consider
financial instruments as an important element
to support agriculture in times of economic in-
stability. However, the study by K. Prandecki &
W. Wrzaszcz addressed the impact of environ-
mental changes and the adaptation of the Polish
agricultural sector to European standards, while
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this study analysed economic and financial as-
pects, on state support programmes in Ukraine.

J.Ren & G. Li (2020) addressed the financial
risks of agricultural supply chains in China. The
authors analysed how the agricultural finan-
cial system, through supply chain mechanisms,
helps small farmers to access credit and solve
financing problems. They emphasise the impor-
tance of developing financial risk management
mechanisms and establishing a risk assessment
system for agricultural enterprises and discuss
the need to overcome challenges such as infor-
mation asymmetry and high credit risk, due to
the difficulty of monitoring small farm opera-
tions. Although both studies focus on financial
instruments to mitigate risks, this study focus-
es more on local, Ukrainian aspects, on gov-
ernment support programmes for farmers and
analysis of crop insurance mechanisms, while
the study by J. Ren & G. Li focuses more on global
financing and credit mechanisms.

P. Bérawski et al. (2020) analysed financial
mechanisms and risk management strategies in
the agricultural sector, focusing on the impact of
statesupport,lending,and financialinstruments
that help stabilise agricultural enterprises. The
authors addressed how these instruments can
reduce financial risks and promote sustainable
agricultural development. This study and the
study by P. Bérawski et al. share a common fo-
cus on the importance of financial instruments
for risk management in the agricultural sector.
However, P. Bérawski et al. analysed public fi-
nancial mechanisms, while this study addressed
private investment products, such as agricultur-
al bonds and investment funds, and their role in
ensuring financial stability.

Y. Luetal. (2023) analysed investment in Chi-
na's agriculture, especially on factors that limit
the flow of foreign investment, such as econom-
ic instability, political risks and infrastructure
barriers. It highlighted how important foreign
investment is for the development of China’s ag-
ricultural sector, as well as strategies to improve
investment attractiveness. Both studies high-
light the importance of investment for the sus-
tainable development of the agricultural sector.
They also emphasise the need for strategies to
attract investment to improve financial security
and reduce risks in the agricultural sector. The
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study by Y. Lu et al. focuses on foreign invest-
ment in China's agricultural sector, while this
study analyses instruments for attracting in-
vestment in Ukraine’s agricultural sector, in the
context of financial products and state support.

J. Yang et al. (2022) analysed the financial
risks of agricultural supply chains in China, in-
cluding credit and operational risks associated
with technical difficulties and legal uncertainty.
The authors used a statistical method to identify
risk factors in the agricultural sector. The present
study, in turn, addressed the financial security
of agricultural enterprises in Ukraine, through
concessional loans, agricultural insurance and
state subsidies. Both studies emphasise the im-
portance of managing risk through financial in-
struments, but the J. Yang et al. study emphasised
supply chains, while the Ukrainian study ad-
dressed banking instruments and state support.

S. Entenmann (2021) examined invest-
ments in the agricultural sector with a focus
on social and environmental impacts, as well
as strategic approaches to raising finance for
sustainable agribusiness development. The
author emphasises the importance of develop-
ing investments that contribute to the preser-
vation of the environment and social aspects
of agricultural development, given the global
challenges of climate change and the need for
adaptation. The common thread between the
studies is the emphasis on the importance of
investment for the development of the agricul-
tural sector. Both studies recognise the impor-
tance of financial instruments in reducing risks
and ensuring the sustainable development of
agribusiness. S. Entenmann addressed the en-
vironmental and social aspects of investment,
while this study analysed financial mecha-
nisms, such as insurance and credit, to reduce
financial risks in the agricultural sector.

This study and J]J. Garcia-Machado et
al. (2024) emphasised the importance of fi-
nancial risk management for the sustainability
of agricultural enterprises. They emphasised
the importance of financial instruments to
minimise risks, such as insurance and credit,
for farmers, improving resilience to external
changes and crises. However, ].]. Garcia-Macha-
do et al. focused more on analysing the theo-
retical aspects of risk management through a
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bibliometric approach, exploring global trends
and instruments, while this study addressed
the practical aspects of using specific invest-
ment instruments in the agricultural sector,
such as bonds and funds, to ensure financial
security in specific contexts.

Y. Tian & FH. Tunio (2023) addressed the
financial risk assessment of agricultural in-
vestment in the countries participating in the
Belt and Road Initiative. The authors addressed
political, economic, social and environmental
risks, using a system of indices to measure risks
in these areas. The study is based on the VHSD-
EM method and includes spatial analysis, which
allows identifying hot and cold spots of invest-
ment risks, as well as regional variations in the
level of risks. The main similarity between these
studies is that they both analyse the financial
risks affecting the agricultural sector and the
importance of minimising these risks to ensure
sustainable development. The differences lie in
the fact that the studies. Y. Tian & EH. Tunio have
aglobal context and address the impact of awide
range of risks on agricultural investment in an
international initiative, while this study anal-
yses the national level, analysing local instru-
ments and approaches to risk mitigation in the
Ukrainian agricultural sector.

J. Kang & M. Zhao (2022) addressed the fi-
nancial aspects of farm support in China, in
particular the impact of financial instruments
such as agricultural credit and government
programmes on the development of the agri-
cultural sector. The authors emphasised the
importance of stable financial systems but also
noted the challenges faced by farmers due to an
unstable financial market, high interest rates
and difficult access to finance. J. Kang & M. Zhao
and their study focused on the role of financial
instruments to support agricultural enterpris-
es and reduce financial risks, emphasising the
importance of government support. The study
by]J. Kang & M. Zhao is more focused on the Chi-
nese financial market and its volatility, while
this study focuses on financial security instru-
ments for farmers in Ukraine, through banking
and insurance services.

Investment instruments, such as invest-
ment funds, private equity, agricultural bonds
and farm real estate funds, help agricultural
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enterprises in Ukraine to reduce financial risks
and maintain stable development. They reduce
dependence on external sources, diversifying
assets and raising capital to modernise and ex-
pand their business. The choice of investment
instrument depends on the needs of farmers
and the desired risk.

CONCLUSIONS

The financial security of Ukrainian agricultural
enterprisesisakeyfactorintheirsustainable de-
velopment and competitiveness. In the current
environment of instability caused by economic,
political and climatic factors, the agricultural
sector faces numerous risks that may threaten
its financial stability. The study confirmed that
one of the main tools for minimising such risks
is the effective interaction of agricultural enter-
prises with banking institutions and insurance
companies. Bank loans, leases, guarantees, and
insurance programmes are substantial in pro-
viding access to the financing needed to develop
agricultural production, modernise technolo-
gies, and reduce dependence on unpredictable
external circumstances.

Lending is an important banking instru-
ment of assistance, as it ensures that farmers
can raise money to cover operating costs, pur-
chase machinery, lease land, etc. In particular,
PrivatBank’s Agraseason loan programme al-
lows farmers to obtain a loan of 200,000 UAH to
5 million UAH with an interest rate of 5% per an-
num. On the other hand, Oschadbank facilitates
access to bank financing for small and medi-
um-sized enterprises up to 12.5 million UAH by
providing them with loans secured by a guaran-
tee from the Partial Guarantee Fund for Agricul-
tural Loans. Government support programmes,
such as “Affordable Loans 5-7-9%”", which pro-
vide over 50 billion UAH in financing to the ag-
ricultural sector, are substantial in stabilising
financial security.

Insurance is also substantial as it helps ag-
ricultural enterprises to reduce monetary losses
as a result of crop failure, plant and animal dis-
eases, natural disasters and war risks. The avail-
ability of government subsidies for insurance
payments makes insurance more affordable for

©

farmers, even though the agricultural insurance
market in Ukraine is still quite young. By 2025,
agricultural producers will receive compensa-
tion of up to 60% of their insurance premiums
from the state. Crop, machinery, property and
livestock insurance are vital to prevent signifi-
cant financial losses.

An analysis of international experience,
including that of Canada, identified key pro-
grammes and tools to help farmers manage fi-
nancial risks, including crop insurance, income
compensation, access to finance, and cyberse-
curity measures. Based on these programmes,
recommendations were developed for Ukraine
aimed at improving the financial security of
farmers through the expansion of insurance
programmes, the introduction of state compen-
sation mechanisms, access to finance and medi-
ation to resolve debt issues. This will strengthen
the stability of the agricultural sector in Ukraine
and increase its resilience to financial risks.

Alongside traditional methods of financ-
ing and insurance, the creation of investment
vehicles is a promising area for the Ukrainian
agricultural sector. Investors can invest in agri-
cultural property through REITs without having
to buy land directly. They provide a stable rental
income of 5-8% per annum and help to reduce
risks as investments are spread across different
types of crops and geographical regions.

The limitations of the study are the need for
a detailed analysis of the impact of government
programmes on the financial sustainability of
small and medium-sized agricultural enterpris-
es. Prospects for the introduction of digital tech-
nologies in financial management include the
use of artificial intelligence and automation to
improve the efficiency of financial planning and
risk assessment.
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Cuctema $piHaHCOBOI 6e3neKn arpapHuxX
nianpmMeMcTB YKpaiHU: posib 6aHKIBCbKUX
i cTpaxoBux nocnyr y MiHiMisauii piHaHcoBUX pu3sukis

AHoTauifa. MeTo0 [IOCTiIKeHHS OYI0 OL[HUTY BIUIMB OaHKIBCBKUX Ta CTPAXOBHUX IOCIYT Ha
dbiHaHCOBY 6e3MeKy arpapHUX MiAIIPUEMCTB YRpaiHU. V Mpolieci JOCTiIKeHHS 3aCTOCOBYBAIKCS
MeTOIH ITOPiBHANIBHOI0 aHai3y Ta SWOT-aHasi3y. Byno ripoaHani3oBaHO MexaHi3MU piHaHCYBaHHSA
arpoceKTOpy, 30KpeMa KpeAWTHi IIporpaMM Ta CTPaxoBi IOCIAYTYU. BCTaHOBIIEHO, IO KpeAuTHA
nporpama I[IpuBaTrBaHKy “Arpoce3oH” 03BOJIsJIa arpapisiM oTpuMary Big 200 TUucsTY 10 5 MinbHOHIB
TPUBEHB ITif 5 % piuHux, Tofi gK OuambaHK HaJaBaB KpeOUTH MajIiM i cepeqHiM mianmprueMcTBaM Ha
cyMy Iio 12.5 MinbliOHIB rpUBEHS ITiJ] 3acTaBy rapaHTii ®oHIy 4acTKOBOTO rapaHTyBaHHS KPeIUTIB.
JeprkaBHa rporpaMa “[ocTymHi KpenuTtu 5-7-9 %" cripusiia GiHaHCYBaHHIO arpOCEKTOPY Ha TTOHAT,
50 MinegpniB rpuBeHB, IO iCTOTHO 3MeHIIYBayio GiHAHCOBI PU3UKU IiANIPUEMCTB. Pe3ynbTatu
IOCITiIKeHHS ITOKa3aJIH, 110 6aHKiBChKi KPEAUTH € KITIOUOBUM [I>KepejioM GpiHaHCyBaHHS arpapHUX
HiATIPUEMCTB, IIPOTe BHCOKA BapTIiCTh KPEOWTHUX PECYpCiB i CKIAAHICTb Y OOCTYIIL OO HUX [JIS
Manux $epMepChKUX TOCIIONAPCTB 3aUIMIIANKCI OCHOBHUMU IMpobieMaMu. CTpaxoBi ITOCIYTH
3a6e3IevyBay JOAaTKOBHUH 3aXVICT BiJl PH3UKIB, 30KpeMa ITOTOIHUX KaTacTpod, ajie HU3bKUM DiBeHb
PO3BUTKY arpocTpaxyBaHHS Ta OOMEKeHICTh JepsKaBHOI MiATPUMKM 3HIDKYBaJIU ebeKTUBHICTH
IIOTO MeXaHi3My. By/10 BCTAHOBJIEHO, IO CybCU il HAa CTpaxXyBaHHSA CIIPUSIIM 36iIbIIEHHIO PiBHA
dinaHcoBOI 6e3IMeKu MiAIIPUEMCTB, ITPOTe OXOIUIEHHS Ifi€i IIporpaMy 3aJIUIIaocs HeJOCTaTHIM.
Bysio mpoaHasi3oBaHO MDKHApOOHWM IOCBin ¢iHaHCcoOBOI 6e3reku arpapiiB, 30kpeMa KaHaawy,
i pospobrneHO pexroMeHpalii A7 VKpaiHM WIOAO BIOCKOHAJEHHS IIPOTpaM CTpaxXyBaHH,
KOMITEHCcallil 10X0/iB, GiHaHCYBaHHA Ta Kibep6esIeKy [Jis MiABUIIEeHHS CTabiIbHOCTI arpapHoro
CEeKTOpY. BUCHOBRY MiATBepAMIN HeoOXiIHICTE PO3IMMpPEeHHS JOCTYIY L0 GiHAHCOBUX PECypCiB A
arpapHOro CeKTOpy 4yepe3 yAOCKOHaJIeHH MexaHi3MiB KpeUTYBaHHS, CTUMYJIIOBAHHS PO3BUTKY
arpocTpaxyBaHHS Ta 36iNbIIeHHA [Oep)KaBHOI MiATpuUMKU. OmnTuMisalis Lux IHCTPyMEHTIB
CIIpUATUME 3HIKEHHI0 GiHAaHCOBUX PU3UKIB MiAIPUEMCTB Ta 3abe3MeYeHHI0 iXHBOI CTIMKOCTI B
yMOBax eKOHOMIYHOI HeCTabiIbHOCTI

KnouvoBi cnoBa: CisibChbKe rocrioflapCTBo; KpeLUTHI IIporpaMy; yIIpaBIliHHS; IIJIaTOCIIPOMOXKHICTE;
€KOHOMIYHI KpU3Uu
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