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Components of financial mechanism
for sustainable development: Theoretical aspect

Abstract. The study aimed to substantiate the theoretical foundations of the financial mechanism
for ensuring sustainable development of the agricultural sector. The study analysed scientific
approaches to the definition of the essence of the financial mechanism in the context of ensuring
sustainable development and formulated a new definition as a complex system of financial
relations, which isimplemented through a set of interrelated elements aimed at achieving balanced
economic growth, social justice and environmental safety. The study defined the structure of the
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financial mechanism, which includes financial methods, levers, instruments, regulatory and
information support, and reveals the peculiarities of their application in the agricultural sector,
incorporating the specifics. The study established that financial methods form the methodological
basis for the functioning of the mechanism, financial levers are the means of implementing the
methods, and financial instruments ensure the practical implementation of financial relations. The
functions of the financial mechanism (mobilisation, distribution, stimulation, control, stabilisation)
were systematised and the specificity in the economic, environmental and social spheres was
identified. Based on a comparative analysis of international practices, the study determined that the
integration of environmental criteria into Brazil's lending policy reduced greenhouse gas emissions
by 10-15% in the agricultural sector, while the Canadian agricultural insurance system reduced
the volatility of farm income by 35-40%. The study determined that the Polish Rural Development
Programme ensured an increase in the share of organic production from 3.5% to 7.2% in
2015-2020, and in Hungary, more than 12 thousand small farms received access to financing. A
system of indicators for assessing the effectiveness of the financial mechanism by three dimensions
of sustainability was developed for a comprehensive assessment of performance, incorporating
all aspects of sustainable development. The importance of the financial mechanism's adaptability
to changing environmental conditions, especially in the context of climate change and market
fluctuations, was substantiated. The results obtained can be used to develop strategies and financial
programmes for sustainable development of the agricultural sector, incorporating regional specifics

Keywords: financial instruments; greening of production; green financing; investment

instruments; triple bottom line; adaptability

INTRODUCTION
The current global challenges related to food se-
curity, environmental problems and socio-eco-
nomic instability are raising the issue of finding
new approaches to creating an effective finan-
cial mechanism for sustainable development,
especially in the agricultural sector. The intensi-
fication of agricultural production, unsustaina-
ble use of natural resources and growing pres-
sure on ecosystems are driving environmental
degradation, soil depletion and loss of biodiver-
sity. These problems are particularly relevant in
the agricultural sector, which directly interacts
with natural ecosystems and has a significant
impact on their condition. At the same time,
the agricultural sector is central to ensuring
economic growth, rural employment and social
development of rural areas. This multifunction-
ality of the agricultural sector necessitates the
search for balanced approaches to its financing
that would incorporate not only economic but
also environmental and social aspects of de-
velopment. The agricultural sector is not only
a strategically important sector of the econo-
my that ensures national food security but is
also central to ensuring balanced economic,
social and environmental development. The
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transformation of traditional financial mecha-
nisms in line with the principles of sustainable
development is becoming an imperative of eco-
nomic policy in most countries.

The concept of sustainable development,
which envisages a harmonious combination of
economic, social and environmental aspects,
requires the adaptation of existing financial
mechanisms to new realities and challenges.
This issue is particularly relevant for the ag-
ricultural sector, which directly interacts with
natural resources and ecosystems. As noted by
N. Eisenmenger et al. (2020), sustainable devel-
opment goals often prioritise economic growth,
neglecting the environmental dimension, which
creates an imbalance in the sustainable devel-
opment system. Therefore, the development of
an effective financial mechanism that incorpo-
rates all three dimensions of sustainable devel-
opment is extremely important.

Many foreign and Ukrainian scholars have
studied the theoretical and practical aspects of
the financial mechanism for sustainable devel-
opment. X. Li et al. (2019) developed a theoreti-
cal framework and mechanism for the forma-
tion of a green development system in China,
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focusing on the role of financial regulation. The
study proposed an integrated system of eco-
nomic instruments aimed at stimulating envi-
ronmentally responsible behaviour of business
entities and balancing the interests of economic
growth and environmental protection. N. Akhtar
§ A. Rashid (2024) conducted a literature review
on the relationship between financial develop-
ment and sustainable development, identifying
the main trends and gaps in this area.

Important aspects of the financial system’s
impact on sustainable development were stud-
ied by I. Szalai & K. Czaké (2023), addressing the
theoretical framework of sustainable financial
development. The study emphasised the need
to integrate sustainable financial principles into
general economic policy, which creates the ba-
sis for further applied research. U.S. Bhutta et
al. (2022) investigated the role of green bonds
in raising finance for environmentally oriented
projects. The study emphasised that the devel-
opment of the green bond market contributes to
increased financial sustainability and environ-
mental responsibility in both the public and pri-
vate sectors. G. Zhou et al. (2022) found a corre-
lation between ESG (environmental, social, and
governance) indicators and the market value of
companies, with financial performance acting
as a mediating factor. This suggests that adher-
ence to the principles of sustainable develop-
ment not only enhances the reputation of com-
panies but also provides real economic benefits.

The Ukrainian scientific community also
substantially addressed the financial aspects of
sustainable development. R.O. Pridko (2024) em-
phasised the theoretical foundations of financial
support for the development of regions and ter-
ritorial communities. The study is a significant
contribution to the formation of an effective lo-
cal financial policy in the context of decentrali-
sation and the increased need for sustainable
socio-economic growth.

Despite a considerable number of scientific
papers on the financial aspects of sustainable
development, the issue of forming a compre-
hensive financial mechanism for ensuring sus-
tainable development of the agricultural sector
remains insufficiently researched. There is no
unified approach to defining the structure, com-
ponents and functional interrelationships of
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such a mechanism. In addition, the peculiarities
of the agricultural sector, such as seasonality of
production, dependence on natural and climatic
conditions, long production cycles, etc., require
adaptation of the general principles of the finan-
cial mechanism to the specifics of the industry.
The study aimed to theoretically define the
essence, structure and main elements of the
financial mechanism that ensures sustainable
development of the agricultural sector in the
context of modern challenges. To achieve this
goal, the following tasks were defined: to clarify
the conceptual and categorical apparatus of the
study of the financial mechanism of sustainable
development; to reveal the relationships be-
tween the constituent elements of the financial
mechanism and determine their impact on the
sustainable development of the agricultural sec-
tor; to develop a structural and functional model
of the financial mechanism for ensuring sus-
tainable development of the agricultural sector.

MATERIALS AND METHODS

In the process of studying the financial mecha-
nism for ensuring sustainable development in
the agricultural sector, a set of scientific meth-
ods was applied, which ensured the validity and
reliability of the results obtained. The dialectical
method was used to study the financial mech-
anism as a complex economic category in its
relationship with the concept of sustainable de-
velopment. This method was used to analyse the
evolution of views on the financial mechanism
and its transformation based on the principles
of sustainability. To determine the essence and
content of the concepts of “financial mechanism”,
“sustainable development”, and “financial sup-
port for sustainable development”, the termino-
logical analysis was used. This method was used
to systematise scientific views and formulate the
author’s approach to the categories under study.

The system-structural analysis was used to
determine the structure and interrelationships
between the individual elements of the financial
mechanism for ensuring the sustainable devel-
opment of the agricultural sector. This method
was used to identify functional links between fi-
nancial methods, levers, instruments and other
components of the mechanism. To identify the
peculiarities of the formation and functioning of
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the financial mechanism in the agricultural sec-
tor, a comparative analysis was applied, which
was used to compare different approaches to fi-
nancial support for sustainable development in
different sectors of the economy and countries.
The comparison criteria included the degree of
integration of environmental and social aspects
into financial mechanisms, the level of devel-
opment of “green” financial instruments, and
mechanisms for stimulating the greening of ag-
ricultural production. The method of scientific
abstraction was used to identify the most impor-
tant features and interrelationships in the finan-
cial mechanism for ensuring sustainable devel-
opment, abstracting from unimportant details.
This was used to form a conceptual vision of the
problem under study. During the study, the best
international practices of formation and func-
tioning of financial mechanisms for ensuring
sustainable development, including in the ag-
ricultural sector, were considered. In particular,
the experience of Brazil (Banco do Brasil, 2024),
Canada (Agriculture and Agri-Food Canada, 2023;
2024), Poland (Kalinowski & kuczka, 2021), and
Hungary (International Business Information
Management Association, 2020) was analysed.

To form a structural and functional model
of the financial mechanism for ensuring sus-
tainable development of the agricultural sector,
the modelling method was used. The developed
model incorporated the specifics of the agricul-
tural sector and the interaction of economic,
social and environmental factors in the context
of sustainable development. The information
base of the study was formed on the scientif-
ic works of Ukrainian and foreign scholars on
the financial mechanism, sustainable devel-
opment and its financial support, in the agri-
cultural sector. Particular attention was paid to

the analysis of current research for 2019-2024
the works of U.S. Bhutta et al. (2022), G. Zhou et
al. (2022), which incorporated current trends
in the development of financial mechanisms
in the context of sustainable development. The
selection of scientific sources covered the sci-
entific value and relevance of the research top-
ic, and the results presented.

The theoretical basis of the study included
the fundamental provisions of economic the-
ory, finance theory, the concept of sustainable
development and the green economy. The use
of a wide range of scientific sources ensured the
complexity and comprehensiveness of the study,
as well as the validity of the results and conclu-
sions. The study analysed the studies of leading
researchers, including V. Naciti (2019), N. Eisen-
menger et al. (2020), ].S. Appannan et al. (2023),
as well as Ukrainian scientists R.O. Pridko (2024),
incorporating both the global and Ukrainian ex-
perience in the field of financial support for sus-
tainable development. The study was based on
the analysis of scientific publications in leading
international journals, which provided a com-
prehensive approach to the study of the finan-
cial mechanism for ensuring sustainable devel-
opment of the agricultural sector.

RESULTS
Theoretical foundations of the financial
mechanism for ensuring sustainable
development of the agricultural sector
An analysis of scientific approaches to defin-
ing the essence of the financial mechanism for
sustainable development has revealed a variety
of views on its structure and components. The
study systematised the main approaches to the
analysis of financial mechanisms in the context
of sustainable development (Table 1).

Table 1. Scientific approaches to the definition of the essence
of the financial mechanism for sustainable development

Determination of financial mechanism for sustainable development

Key elements

environmental development

A system of financial methods, instruments and levers aimed at
mobilising financial resources to ensure balanced economic, social and

Financial methods, instruments, levers,
economic, social and environmental
components

development goals

A set of interrelated financial relations that ensure the formation,
distribution and use of financial resources to achieve sustainable

Financial relations, formation, distribution
and use of financial resources, sustainable
development goals

Economics and Business Management (16)1
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Table 1, Continued

Determination of financial mechanism for sustainable development

Key elements

A set of forms of organisation of financial relations, methods of
formation and use of financial resources that provide a triple impact on
the social, economic and environmental aspects of development

Forms of organisation of financial relations,
methods of formation and use
of resources, triple impact

A financial flow management system aimed at ensuring the coordinated
development of economic, social and environmental components,
considering the interests of future generations

Managing financial flows, sustainable
development, and the interests
of future generations

Organisational and economic forms of implementation of financial
relations, including methods, tools and levers of influence on socio-
ecological and economic processes to balance them

Organisational and economic form,
methods, tools, levers of influence,
balancing processes

Source: compiled by the authors based on V. Naciti (2019), A.G. Scherer & C. Voegtlin (2020), G. Zhou et al. (2022),

1. Szalai § K. Czaké (2023), L. Qing et al. (2024)

An analysis of the scientific approaches
presented in Table 1 demonstrated a variety of
interpretations of the financial mechanism for
sustainable development. The common features
of most definitions are the systemic nature of
the mechanism; focus on ensuring the balanced
development of economic, social and environ-
mental components; availability of financial
methods, instruments and levers as the main
elements of the mechanism; and emphasis on
achieving the goals of sustainable development.

Expanding on the previous analysis, it is
worth noting that a comparative analysis of the
practices of financial support for sustainable de-
velopment in the agricultural sector in different
countries of the world demonstrates a variety of
approaches and instruments adapted to specific
socio-economic and environmental conditions.
The experience of Brazil shows the effectiveness
of integrating environmental criteria into credit
policy, where the Bank of Brazil has implement-
ed a special ABC (Agricultura de Baixo Carbono)
programme, which provides concessional fi-
nancing for low-carbon agriculture with inter-
est rates 2-4% below market rates, which has
contributed to a10-15% reduction in greenhouse
gas emissions in the country’s agricultural sec-
tor (Banco do Brasil, 2024). Poland demonstrates
a successful example of combining national and
European financial instruments, through the
Rural Development Programme, which financ-
es not only the modernisation of agricultural
production but also environmental projects, or-
ganic farming, and the development of non-ag-
ricultural activities in rural areas. According to
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a study by S. Kalinowski & W, kuczka (2021), this
increased the share of organic production in Po-
land from 3.5% t0 7.2% in 2015-2020 and contrib-
uted to the diversification of rural incomes.

Canada’s experience is notable for the
well-developed agricultural insurance and risk
management system adapted to climate change.
The Agrilnsurance programme provides com-
prehensive protection against production risks,
including extreme weather events, and the Agri-
Invest programme supports farmers in building
financial reserves in case of adverse conditions.
According to a study by Agriculture and Agri-
Food Canada (2023; 2024), this system reduced
the volatility of farm incomes by 35-40% and
stimulated the introduction of adaptive tech-
nologies. Hungary's experience is valuable in in-
troducing innovative financial instruments for
small farms, including microcredit and finan-
cial cooperatives. According to the International
Business Information Management Associa-
tion (2020), the Hungarian Rural Development
Fund, which combines public and private invest-
ments, has provided access to finance for more
than 12,000 small farms, which has contributed
to the preservation of traditional farming meth-
ods and agrobiodiversity.

These international examples demonstrate
that an effective financial mechanism for ensur-
ing sustainable development of the agricultural
sector must take into account specific factors:
the seasonality of production, which requires
flexibility of financial flows; the long-term nature
of the reproduction of natural resources (soil,
water resources), which necessitates strategic

Economics and Business Management (16)1



Shvets et al.

planning; high dependence on climatic factors,
requiring the integration of risk management
mechanisms; and the multifunctionality of ag-
riculture, which not only provides food produc-
tion but also supports rural areas, preserves
agroecosystems and cultural heritage. These
features require the development of specialised
financial instruments and mechanisms capable
of balancing the economic, environmental and
social aspects of agricultural sector develop-
ment (Farm Europe, 2022; CropLife Brasil, 2024).

The financial mechanism for ensuring the
sustainable development of the agricultural

sector is a complex system of financial relations
implemented through a set of interrelated fi-
nancial methods, levers, instruments and reg-
ulatory and legal support, the functioning of
which is aimed at mobilising, distributing and
efficiently using financial resources to achieve
balanced economic growth, social justice and
environmental safety in the agricultural sec-
tor. The study of the structure of the financial
mechanism for ensuring sustainable devel-
opment of the agricultural sector identified its
main components and the interrelationships
between them (Table 2).

Table 2. Components of the financial mechanism
for ensuring sustainable development of the agricultural sector

Group of

Component elements
elements

Examples of the agricultural sector

Financial planning
Financial forecasting
Financial regulation

Financial control

Financial support

Financial incentives

Financial methods

Planning of environmental investments
Forecasting financial results from the implementation of
environmental technologies
Regulating the use of natural resources
Monitoring environmental performance
Green projects financing
Promoting environmentally responsible management

Taxes and fees
Subsidies and grants
Environmental payments
Financial sanctions
Interest rates
Pricing policy

Financial leverage

Tax benefits for organic producers
Subsidies for environmentally friendly technologies
Payment for ecosystem services
Fines for environmental pollution
Preferential loan rates for green projects
Price premiums for environmentally friendly products

Green bonds
Environmental loans

Agricultural green bonds
Loans for environmental projects

Monitoring systems
Rating systems

Financial Insurance products Insurance against climate risks
instruments Eco-leasing Leasing of energy-efficient equipment
Futures contracts Futures on organic products
ESG investments ESG investing in the agricultural sector
Financial statements Integrated financial statements
Environmental reporting Information Sustainability reporting
Information and analytical systems Information systems for environmental monitoring
support Databases Databases on the environmental performance of farms

Systems for monitoring the use of natural resources
ESG ratings of agricultural enterprises

Source: compiled by the authors based on A.G. Scherer § C. Voegtlin (2020), X. Chen § Z. Chen (2021), Y. Yang et

al.(2021), M. Shahzad et al. (2022), Y. Su & Q.M. Fan (2022)

The constituent elements of the financial
mechanism for ensuring sustainable devel-
opment of the agricultural sector form an in-
tegral system, the elements of which interact
with each other and are aimed at achieving a
balanced economic, social and environmental

Economics and Business Management (16)1

development. The results of the study structured
the components of the financial mechanism by
functional groups. Financial methods (planning,
forecasting, regulation, control, provision, and
incentives) form the methodological basis for
the functioning of the financial mechanism.
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Functional features of the financial
mechanism for ensuring sustainable
development of the agricultural sector

Further study of the financial mechanism for
ensuring sustainable development of the ag-
ricultural sector involves identifying the func-
tional features and patterns of interaction

of its elements in the process of ensuring eco-
nomic, social and environmental aspects of
sustainable development. For systemic analy-
sis, the functions of the financial mechanism
were structured by the areas of influence on
the sustainable development of the agricultur-
al sector (Table 3).

Table 3. Functions of the financial mechanism
for ensuring sustainable development of the agricultural sector

Functions Manifestation Manifestation Manifestation
in the economic sphere in the environmental field in the social sphere
Attracting financial resources | Accumulation of funds to finance . . )
) . ; . Formation of a financial base
. to modernise production environmental protection :
Mobilisation ) . . . for the development of social
and introduce innovative measures and environmental : .
) . infrastructure in rural areas
technologies projects
Allocation ofﬁnanual FESOUTCES | A |ocation of funds for greening Redistribution of financial
S between agricultural production . .
Distribution . production processes resources to support socially
sectors based on economic . -
- and restoring natural resources | vulnerable groups in rural areas
efficiency
Encourage investment in Stimulating the implementation Motivation to create new jobs
Stimulating high-performance and of environmentally friendly and improve the quality of life
resource-saving technologies management practices in rural areas
Monitoring the efficiency - . . Overseeing the implementation
. . Monitoring compliance with ; .
of financial resources and - . of social commitments
Control - ) environmental regulations h
achievement of economic - and rural community
and production standards
results development programmes
Ensuring the financial stability | Reducing negative environmental Promoting social stability
Stabilisation | of agricultural enterprises and impact and adapting and reducing migration
reducing market risks to climate change from rural areas

Source: compiled by the authors based on J. Mensah (2019), N. Chams & J. Garcia-Blandén (2019), M.P. Johnson &

S. Schaltegger (2020), C. Jiakui et al. (2023)

The analysis of the functional aspect of
the financial mechanism presented in Table 3
demonstrates the complex nature of the impact
on all components of sustainable development.
The introduction of comprehensive systems for
monitoring and evaluating financial flows in the
agricultural sector contributes to increasing the
transparency and efficiency of sustainable de-
velopment financing. The conducted research
formulated a conceptual model of the interac-
tion of elements of the financial mechanism
for ensuring sustainable development of the
agricultural sector (Fig. 1). This model is based
on a systematic approach that considers the
financial mechanism as an integral system of
interrelated elements, the functioning of which
aims to achieve the triple goal of sustainable
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development - economic growth, social justice
and environmental safety.

The effectiveness of the financial mecha-
nism for ensuring sustainable development of
the agricultural sector largely depends on the
nature of the interaction of its elements. The
study determined that the coherence of the use
of financial methods, levers and instruments
in the context of sustainable development is of
particular importance. Financial methods, such
as planning, forecasting and regulation, form
the basic principles of the financial mechanism
and determine the strategic directions of its de-
velopment. In the agricultural sector, long-term
financial planning is of particular importance,
incorporating not only economic indicators but
also the environmental and social impact of

Economics and Business Management (16)1



Shvets et al.

decisions. Financial forecasting in the context of
sustainable development should consider long-
term environmental trends, such as climate

change, soil degradation and biodiversity loss,
as well as social aspects related to demographic
changes and rural development.

Efficiency metrics system

Functions

Mobili sation ®

Distribution
. Financial levers
. Stimulating

. Control

. Stabilisation

Structural elements

Financial methods
(planning, forecasting, regulation, control)

(taxes, subsidies, payments, sanctions, rates) =

. Financial instruments (green bonds,
environmental loans, insurance)

. Information support

(reporting, analytics, monitoring)

. Regulatory and legal support

(laws, standards, programmes)

Adaptability

. Diversification of
financing sources

. Risk hedging instruments

Scenario planning and

stress testing

e  Monitoring and early
warning systems

. ESG integration into
decision-making
processes

Dimensions of sustainability

Results

Figure 1. Integrated structural and functional model of the financial mechanism for ensuring
sustainable development of the agricultural sector

Source: compiled by the authors

Financial levers can be used to implement
financial methods and provide a direct impact
on various aspects of sustainable development.
In the context of the agricultural sector, finan-
cial levers such as environmental taxes, green
subsidies, and preferential lending rates for en-
vironmentally oriented projects are of particu-
lar importance. The effectiveness of financial
levers is determined by their ability to create
economic incentives for the transition to more
sustainable business models without excessive
administrative pressure.

Financial instruments ensure the practi-
cal implementation of financial relations in the
process of ensuring sustainable development.
Green bonds, environmental loans, and climate
risk insurance products are becoming increas-
ingly popular instruments for financing the sus-
tainable development of the agricultural sector.
An important trend is the development of inno-
vative financial instruments, such as payments
for ecosystem services, which create economic
incentives for the conservation and restoration
of natural ecosystems.

Economics and Business Management (16)1

Information support is central to the func-
tioning of the financial mechanism, especially in
the context of the growing importance of envi-
ronmental and social aspects of sustainable de-
velopment. Integrated financial and non-finan-
cial reporting, environmental monitoring and
environmental impact assessment systems are
becoming essential elements of the information
infrastructure of the financial mechanism for
sustainable development.

An important aspect of the functioning
of the financial mechanism is its adaptability
to changing environmental conditions. In the
context of growing uncertainty associated with
climate change, global market fluctuations,
and geopolitical crises, adaptability becomes
a critical feature of a financial mechanism. An
adaptive financial mechanism should be able
to quickly reconfigure its elements in response
to changes in the external environment while
maintaining a strategic focus on sustainable de-
velopment. This flexibility is achieved through
the diversification of funding sources, the intro-
duction of innovative risk-hedging instruments,
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and the creation of reserve funds to finance cli-
mate change adaptation measures. In addition,
an important element of adaptability is the de-
velopment of scenario planning and stress test-
ing of financial mechanisms to ensure resilience
to various types of shocks, including extreme
weather events, market crises and changes in
the regulatory environment. Continuous moni-
toring of key sustainability indicators and early
warning of potential risks ensure timely adjust-
ment of financial instruments and reallocation
of resources in line with new priorities.

Implementation of the concept of sustain-
able development in the agricultural sector re-
quires a transformation of the traditional finan-
cial mechanism to consider environmental and
social aspects. This transformation involves not
only expanding the range of financial instru-
ments but also changing the paradigm of finan-
cial management, which should incorporate the
long-term consequences of financial decisions
for ecosystems and society.

DISCUSSION
The results of the study of the structure and
functional features of the financial mechanism
for ensuring sustainable development of the ag-
ricultural sector formulated several important
conclusions and generalisations that are of both
theoretical and practical importance. The pro-
posed definition of the financial mechanism for
ensuring sustainable development of the agri-
cultural sector is consistent with modern scien-
tific approaches to this category.

The constituent elements of the financial
mechanism identified in the study (financial
methods, levers, instruments, information sup-
port) correlate with the structure developed by
E Gangi et al. (2019), who emphasise the sys-
temic nature of the financial mechanism and
the interdependence of its elements. They find
that banks that actively integrate environmental
responsibility principles into their operational
mechanisms demonstrate lower levels of risk,
which is particularly important for agricultur-
al financing. However, in contrast to the study,
the presented research addressed the specifics
of the agricultural sector and the peculiarities
of using financial instruments in the context of
sustainable agriculture. Complementing these
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conclusions, M. Shahzad et al. (2022) noted that
the structure of the financial mechanism should
consider not only sectoral specifics but also in-
novation processes to accelerate the transition
to sustainable management practices.

The functional analysis of the financial
mechanism presented in the study extends
the traditional definition of its functions to in-
clude environmental and social dimensions.
M.P. Johnson § S. Schaltegger (2020) also em-
phasised the need to rethink the functional role
of financial mechanisms in the context of glob-
al challenges of sustainable development, con-
sidering entrepreneurship as a catalyst for sys-
temic change. Developing the thesis, X. Yin et
al. (2022) proposed the concept of “rural inno-
vation systems” that integrate financial mech-
anisms into the broader ecosystem of sustain-
able rural development. The study emphasised
the importance of innovative approaches to
finance that go beyond the traditional logic of
financial markets and incorporate the specifics
of rural communities.

The proposed system of indicators for as-
sessing the effectiveness of the financial mech-
anism for ensuring the sustainable develop-
ment of the agricultural sector was reflected
by M.A. Khan et al. (2022), who emphasised the
importance of an integrated approach to assess-
ing the effectiveness of green finance. However,
in contrast to the study, the present research
offered a more detailed system of indicators
adapted to the specifics of the agricultural sec-
tor. This idea was developed by R. Xie et al. (2021),
who emphasised the need to consider the spatial
aspects of financial agglomeration when assess-
ing its impact on green productivity. The study
proposed an econometric modelling methodol-
ogy that incorporates the spatial effects of finan-
cial decisions on environmental sustainability.
This approach is particularly relevant for the ag-
ricultural sector, where the interaction between
economic, environmental and social factors has
a pronounced territorial character.

The concept of financial mechanism ad-
aptability presented in the study resonates
with the ideas expressed in a study by X. Yin &
Z. Xu (2022) on the relationship between green
finance and economic growth, demonstrating
the significant potential for synergies between

Economics and Business Management (16)1
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them if properly coordinated. The study demon-
strated that financial mechanisms that integrate
the principles of sustainable development often
demonstrate higher economic efficiency in the
long run. This thesis is of particular importance
for the agricultural sector, which is character-
ised by long investment cycles and high depend-
ence on natural and climatic conditions.

The potential of innovative financial in-
struments, such as green bonds and payments
for ecosystem services, identified in the study,
was confirmed by Y. Su § Q.M. Fan (2022) in an
analysis of the role of technological innovation
in green development. However, the study ad-
dressed the specifics of applying these instru-
ments in the agricultural sector, given its unique
characteristics and challenges. Developing the
idea, Y. Yang et al. (2021) conducted an empiri-
cal analysis of the relationship between green
finance, fintech, and quality economic develop-
ment, demonstrating the significant potential
of digital technologies to improve the efficiency
of financial mechanisms for sustainable devel-
opment. The study also emphasised the impor-
tance of institutional innovation and public-pri-
vate partnerships in bridging investment gaps
in sustainable agriculture.

A significant achievement of the study is
the development of a structural and functional
model of the financial mechanism for ensuring
sustainable development of the agricultural sec-
tor, which integrates economic, environmental
and social aspects. This model complements the
conceptual framework proposed by N. Chams
§ J. Garcia-Blandén (2019) by adding agricul-
tural specificity and focusing on the role of fi-
nancial instruments in ensuring sustainable
development. Expanding on this idea, C. Yang et
al. (2020) proposed a methodology for assessing
the coordination of geo-environmental devel-
opment and urbanisation that can be adapted to
assess the interaction between financial mech-
anisms and sustainable development of agri-
cultural areas. The study demonstrated that the
effectiveness of a financial mechanism depends
not only on the availability of relevant elements
but also on coordinated interaction in spatial
and temporal dimensions.

Comparing the results of the study with the
results of J. Howard-Grenville et al. (2019), it is
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possible to note the commonality of approach-
es to the need to transform traditional manage-
ment mechanisms following the principles of
sustainable development. However, the study
offers a more detailed analysis of the constitu-
ent elements of the financial mechanism and
their interaction in the context of ensuring sus-
tainable development of the agricultural sector.
Complementing this idea, C. Tolliver et al. (2021)
analysed green innovation and finance in the
Asian context, emphasising the importance of
regional specificity in shaping financial mech-
anisms for sustainable development. The study
demonstrated the significant potential for inte-
grating traditional and innovative approaches to
finance, which is especially relevant for the agri-
cultural sector with its rich cultural heritage and
deeply rooted management practices.

Additional analysis presented in modern
studies expanded the definition of certain as-
pects of the financial mechanism for ensuring
sustainable development of the agricultural
sector. The study by J.S. Appannan et al. (2023),
which substantiated the relationship between
sustainable development strategies, environ-
mental management accounting systems, and
environmental indicators, is noteworthy. The
study empirically confirmed that the intro-
duction of effective environmental accounting
systems significantly improves the monitoring
and control of financial flows related to the en-
vironmental aspects of agricultural enterprises.
This is consistent with the conclusions about the
need to develop information support for the fi-
nancial mechanism as an important condition
for its effective functioning.

Analysing the technological aspects of the
financial mechanism, it is worth analysing the
study by C. Jiakui et al. (2023) on the correlation
between green technological innovation, green
finance and financial development. The empir-
ical results demonstrated that green finance is
an important intermediary between innovation
and productivity, especially in regions with high
levels of economic development. This suggests
the need for a differentiated approach to the for-
mation of the financial mechanism depending
on the level of development of the region, which
is especially relevant for the agricultural sector
with its significant regional differences.
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Animportant aspect of sustainable develop-
ment is the digitalisation of the economy, which
creates new opportunities for the financial
mechanism. K. Luo et al. (2022) studied the im-
pact of the digital economy on the efficiency of
green development. The study determined that
the digital economy has a significant positive
impact on the effectiveness of green develop-
ment through the mechanisms of technological
innovation, structural optimisation, and institu-
tional change. This confirmed the thesis that it is
necessary to introduce digital technologies into
the financial mechanism for ensuring sustaina-
ble development of the agricultural sector.

Related to digitalisation is the development
of financial inclusion, which is of particular im-
portance for the agricultural sector with its ge-
ographical dispersion and large share of small
producers. LY. Tay et al. (2022) considered digital
financial inclusion as an important tool for sus-
tainable development. The study demonstrat-
ed that digital financial inclusion contributes to
economic growth, poverty reduction, and social
inclusion by providing access to financial ser-
vices for vulnerable groups. In the context of the
agricultural sector, there is a need to develop ac-
cessible digital financial services tailored to the
needs of farmers and rural populations. Y. Yang et
al. (2021) broadened the concept of the relation-
ship between green finance, fintech, and quality
economic development. The study demonstrated
that the effectiveness of green finance is signif-
icantly enhanced when integrated with fintech
solutions that provide better risk management
and more accurate assessment of environmental
projects. This confirms the need to develop in-
novative financial instruments that combine the
advantages of traditional financial mechanisms
with the capabilities of modern technologies.

The contribution of X. Yin § Z. Xu (2022), pro-
posing a methodology for empirically analysing
the relationship and coordination of green fi-
nance and economic growth. The study argued
that there is a two-way causal relationship be-
tween green finance and economic growth, but
that effective coordination between financial
and environmental policies is needed to realise
this potential. The researchers highlighted the
spatial aspect of green finance development,
noting the uneven implementation of green
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finance in different regions and proposing a
model for assessing coordination development
that identifies the stages of interaction between
financial mechanisms and economic growth.

]. Howard-Grenville et al. (2019) noted that
sustainable development requires fundamen-
tal changes in organisational and management
practices, not just superficial adaptations of ex-
isting business models. The study emphasised
the need to integrate sustainability principles
into all aspects of organisations’ activities, in-
cluding financial management, which is particu-
larly relevant for the agricultural sector with its
complex impact on ecosystems. J. Mensah (2019)
developed the idea, emphasising adaptability as
a key characteristic of sustainable development
systems that can effectively respond to external
challenges and internal transformations with-
out losing functionality.

Additionally, the study by X. Chen &
Z. Chen (2021) confirmed the positive impact
of green finance development on carbon emis-
sions reduction based on an empirical analysis
of data from 30 Chinese provinces. The authors
found that a 1% increase in investment in green
finance leads to a 0.34-0.41% reduction in car-
bon emissions, with this effect increasing over
time and being regionally specific. The impact is
especially significant in regions with a high lev-
el of industrialisation and urbanisation, which
indicates the need for a differentiated approach
to the formation of financial mechanisms for
sustainable development.

M.A. Khan et al. (2022) emphasised the need
for an empirical assessment of the effectiveness
of green financial instruments, noting that the
impact on sustainable development can vary
significantly depending on the institutional
environment, level of economic development,
and sectoral specifics. Based on a meta-analy-
sis of empirical studies, the study developed a
comprehensive methodology for assessing the
effectiveness of green finance, which includes
three groups of indicators: financial and eco-
nomic, environmental and social. Such an inte-
grated approach can identify not only direct but
also indirect effects of green finance on various
aspects of sustainable development, which is
especially important for the agricultural sector
with its multifunctional nature.
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L. Oleksandrenko & R. Levis (2023) investi-
gated the theoretical foundations of managing
the financial security of agricultural enterprises,
emphasising risks, liquidity, and strategic plan-
ning. The study emphasised the importance of
using financial instruments and adapting to the
specifics of the agricultural sector, in particular
price volatility and weather factors. In the con-
text of the agricultural sector, the study by S. Ka-
linowski & W. kuczka (2021) on the analysis of the
policy of supporting organic farming in the con-
text of sustainable development in the example
of Poland, is noteworthy. The researchers deter-
mined that the integration of financial instru-
ments of the EU's Common Agricultural Policy
with national support mechanisms increased the
area under organic production by 107% during
2015-2020, creating a multiplier effect for the
rural economy. The study emphasised the impor-
tance of a comprehensive approach that com-
bines financial support with the development
of market infrastructure, advisory services and
certification systems, forming a holistic ecosys-
tem for the development of organic agriculture.

The study by R.O. Pridko (2024) on financial
mechanisms to support regional development
complements this analysis by focusing on the
territorial aspect of sustainable development.
The study developed a conceptual model of fi-
nancial support for the development of regions
and communities, which incorporates endog-
enous potential, institutional capacity and in-
terregional interactions. Particular attention is
paid to the mechanisms of fiscal decentralisa-
tion and budgetary equalisation, which ensure
the financial autonomy of territorial commu-
nities and stimulate their self-development.
This concept is of particular importance for the
agricultural sector, where the development of
production is inextricably linked to the develop-
ment of rural areas and the quality of life of the
rural population.

Animportant aspect of the formation of a fi-
nancial mechanism for ensuring sustainable de-
velopment is the role of corporate governance,
which was analysed in detail by J.S. Appannan et
al. (2023). The study investigated the relation-
ship between sustainable development strate-
gies, environmental management accounting
systems, and environmental performance of
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companies. Based on an empirical analysis of
data from 278 companies operating in environ-
mentally sensitive sectors, including agriculture,
the study determined that the introduction of en-
vironmental management accounting enhanc-
es the positive impact of sustainable develop-
ment strategies on environmental performance
by 23-27%. The integration of environmental
criteria into the system of budgeting, strate-
gic planning and investment project evaluation
proved to be particularly effective, in identify-
ing hidden environmental costs and benefits.
Summing up the results of the discussion, it
is possible to note that the study of the financial
mechanism for ensuring sustainable develop-
ment of the agricultural sector is at the inter-
section of several important scientific areas:
the theory of finance, the concept of sustainable
development and agricultural economics. The
integration of these areas formulated a compre-
hensive vision of the transformation of financial
relations in the agricultural sector based on sus-
tainability, and the proposed conceptual model
can be used as a theoretical basis for further re-
search and practical developments in this area.

CONCLUSIONS

The study theoretically substantiated the es-
sence, structure and constituent elements of
the financial mechanism for ensuring sustain-
able development of the agricultural sector in
modern conditions. Based on the generalisation
of scientific approaches to the definition of the
financial mechanism for ensuring sustainable
development, the study formulated a unique
definition as a complex system of financial rela-
tions implemented through a set of interrelated
financial methods, instruments and regulatory
and legal support, the functioning of which is
aimed at mobilising, distributing and efficient-
ly using financial resources to achieve balanced
economic growth, social justice and environ-
mental safety in the agrarian sector.

The structure of the financial mechanism
for ensuring the sustainable development of the
agricultural sector was defined, which includes
five groups of interrelated elements: financial
methods (planning, forecasting, regulation,
control, provision, stimulation); financial le-
vers (taxes, subsidies, environmental payments,
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sanctions, interest rates, pricing policy); finan-
cial instruments (green bonds, environmental
loans, insurance products, eco-leasing, futures
contracts, ESG investments); regulatory and le-
gal support; information support. The functional
featuresofthe financial mechanism for ensuring
sustainable development of the agricultural sec-
tor are disclosed by defining five main functions:
mobilisation, distribution, stimulation, control
and stabilisation, and their manifestation in the
economic, environmental and social spheres.

The study developed a system of indicators
for assessing the effectiveness of the financial
mechanism for ensuring sustainable develop-
ment of the agricultural sector, which includes
three groups of indicators: economic (profitabil-
ity of agricultural enterprises, volume of invest-
ment in innovative projects, labour productivity,
etc.); environmental (greenhouse gas emissions
per unit of output, share of land under organ-
ic production, energy efficiency of production,
etc.); social (level of employment of the rural pop-
ulation, ratio of wages in the agricultural sector
to the average in the economy, level of develop-
ment of social infrastructure in rural areas, etc.).

The importance of the adaptability of the
financial mechanism to changing environmen-
tal conditions is substantiated. The study deter-
mined that in the context of growing uncertainty
associated with climate change, global market
fluctuations and geopolitical crises, adaptability
is achieved through diversification of funding
sources, introduction of innovative risk hedg-
ing instruments and creation of reserve funds
to finance climate change adaptation meas-
ures, as well as development of scenario plan-
ning and stress testing of financial mechanisms.
Prospects for further research are to adapt and
improve financial mechanisms to support sus-
tainable agriculture, considering the specifics of
individual regions and countries.
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Cknaposi ¢piHaHCOBOro MexaHi3My 3abe3nevyeHHq
CTaNIoro po3BUTKY: TEOPETUYHUM aCNEKT

AHoTauia. MeTolo ToCTiIKeHHS 6y710 06T PYyHTYBaHHS TEOPETUYHMX 3acaf GiHaHCOBOTO MeXaHi3My
3a6e3MeyeHHs CTAJIOTO PO3BUTKY arpapHOTO CEKTOpY. 3AiMCHEHO aHali3 HayKOBUX IIAXOZIB IO
po3yMiHHA cyTHOCTI $iHAHCOBOTO MeXaHi3My B KOHTEKCTi 3a6e3IeueHHS CTaJIoro PO3BUTKY Ta
chopMyNIbOBAHO HMOr0 aBTOPCHKE BU3HAUEHHS SIK KOMIUIEKCHOI cucTeMU GiHAHCOBUX BiZITHOCHH,
L0 peasi3yeThCI Yepe3 CyKYIIHICTb B3aEMOIIOB'I3aHUX €JIEMEeHTIB, CIIPIMOBaHUX Ha AOCATHEHHS
36aJIaHCOBAHOTO €KOHOMIYHOIO 3pOCTAHHS, COIIiaIbHOI CITPaBeJIMBOCTI Ta €KOJIOTIUHOI 6e3MeKu.
BusHauyeHO CTpPYKTypy ¢iHAHCOBOIO MeXaHi3My, IO BKiIo4ae GiHAHCOBI MeTOAW, BasKenl,
iHCTpyMeHTH, HOpMaTUBHO-TIPABOBe Ta iHpopMallitiHe 3a6e3rneyeHHs, Ta PO3SKPUTO OCOBTUBOCTI
ix 3acTOoCyBaHHS B arpapHOMY CEKTOpi 3 ypaxyBaHHAM MOro CIlelUdiKyd. BCTAaHOBJIEHO, IO
diHaHCcOBi MeTomu GOPMYIOTEP METOZOJIOTIYHY OCHOBY (YHKIIIOHYBaHHS MexaHi3My, ¢iHaHCOBI
BasKesIl BMCTyIMaioTh 3acobaMu peasisaliii MeTomiB, a ¢iHAaHCOBI iHCTpyMeHTH 3a6e3MmedyTh
IpaKTU4Hy peasisanifo ¢iHaHCOBUX BigHOCHMH. CHcTeMaTH30BaHO OyHKIII ¢iHAaHCOBOIO
MexaHisMmy (Mo6iizaliiiiHa, po3IoAiIEYa, CTUMYJ/IIOIYa, KOHTPOJIbHA, CTabitisalliliHa) Ta BUSABIEHO
ix crieuudiky B eKOHOMIUHINM, eKOJIOTiuHiM Ta coujanbHiM cdepax. Ha OCHOBI IOPiBHSJIBHOTIO
aHaJIi3y MDKHapOOHUX IIPaKTUK BCTAHOBJIEHO, 10 iHTerpallisi eKOJIOTIYHUX KPUTePIlB Yy KpeAUTHY
MosTiTURY Bpasuii 3a6e3mneurniia CKOpOYeHHS BUKUIIB MapHUKOBUX rasis Ha 10-15 % B arpapHOMY
CeKTopi, a KaHaJICbKa CHCTeMa arpoCTpaxyBaHHSA 3HU3WIA BOJATUIBHICTb TOXOIIB GepMepChKUX
roCrofiapcTB Ha 35-40 %. BusBieHo, IO IIporpamMa pPO3BUTKY CIIBCBKUX TepUTOpiN IToJbli
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Components of financial mechanism for sustainable development...

3a6e3meyria 3poCTaHHA YACTKY OPraHiYHOro BUpOo6HUIITBa 3 3,5 % 10 7,2 % 3a 2015-2020 poKu a B
YropiyHi oCTyII A0 GiHAHCYBaHHA OTPHUMAaJIH ITOHAT, 12 THCAY MaytnxX GepMepChKUX FOCIIOHAPCTB.
Po3po6y1eHO CHCTeMy IIOKa3HUKIB OL[HKU edeKTUBHOCTI biHaHCOBOro MexaHi3My 3a TpbhoMa
BUMipaMU CTajIOCTi, IO JO3BOJII€ KOMIUIEKCHO OLIHUTH Pe3yIbTaTUBHICTh 3 ypaxyBaHHAM YCix
ACIIEKTIB CTAJIOTO PO3BUTKY. O6IPYHTOBAHO BayKJIMBICTh alalITUBHOCTI GiHAHCOBOIO MeXaHi3My JI0
3MIHHMX YMOB 30BHIIITHBOTO CEPEOBUILA, OCOOIMBO B KOHTEKCTI KJIIMaTUYHUX 3MiH Ta PUHKOBHUX
bykrTyatiit. OTpuMaHi pe3yIbTaTi MoKy Th 6y TH BUKOPUCTAaHi A1 pO3pO6KU CTpaTerit i piHaHCOBMX
IIporpaM CTaJIO0 PO3BUTKY arpapHOTO CEKTOPY 3 ypaxXyBaHHAM perioHasbHOI crienuiku

KniouoBi cnoBa: $iHAHCOBI iHCTPyMeHTH; eKoJIori3allis BUPOGHUIITBA; 3ejieHe GiHAHCYBAHHS;
iHBeCTUIIIVHI iIHCTpyMeHTH; TpUEAVHA KOHIIEIIIif; afalITUBHICTD
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