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LENDING OF AIC: ALTERNATIVE FORMS
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The fundamental nature of organizational and economic mechanism is determined. A system of credit relations is
highlighted as a key component of organizational and economic mechanism of agricultural production. Great attention is
paid to classification loans to enterprises of agri-business, it’s classified crediting by deadline extension, methods, types,
object and cover funds. Alternative forms of agribusiness enterprises loans, such as overdrafts, leasing and factoring are
highlighted. It is determined their preferences for agricultural enterprises in Ukraine.
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ormulation of the problem. Operation and

development of agriculture as a strategic
sector of the national economy of Ukraine, largely
depends on the organization of credit relations in
this area. The process of financing and crediting of
agriculture express credit relations, which is one of
the most important elements of organizational and
economic mechanism of agricultural production. Long
Putin's aggression led to capital outflows in all sectors
of economy of Ukraine, including the Agrarian Sec-
tor. Therefore the structure of financial and credit
support of agribusiness requires full use of instru-
ments of banking credit supply.

Analysis of recent research and publications.
Financial and credit aspects of agricultural businesses
are constantly in the field of modern scientists, econ-
omists, namely Nemkovych A.B., Isaian A.M., Pokot-
ylo O.V,, Hutz O.E. and others. In 2004 the National
Science Center «Institute of Agrarian Economy» pub-
lished collective work «Problems of financial support
for small and medium enterprises in rural areas»,
edited by M.Ya. Dem'yanenko, in which financing of
small and medium enterprises in rural and theoret-
ical bases of its further development are analyzed.

Unsolved aspects of the problem. There is a
number of unresolved issues of adaptation to spe-
cific credit facility conditions for the functioning of
agricultural enterprises, taking into account the chal-
lenges and demands of today. It’s not to end studied
the feasibility of such forms of credit AIC enterprises
such as leasing, factoring, etc.

Formulation of objectives of Article. The aim
of the research is to consider the current trends of
financial security of Agriculture, identify the main
forms of lending farms and determine benefits non
traditional forms of collateral, such are factoring and
leasing for businesses agricultural sector in Ukraine.

Research results. Organizational and economic
mechanism of management is seen as the way the
social production and is crucial in improving the effi-
ciency of enterprises and the economy as a whole.
Organizational and economic mechanism of agricul-
tural production should cover all range of industrial
relations, their specific manifestations of the interac-
tion of the productive forces and production relations.
The study found that among the most important
components of organizational and economic mecha-
nism is a system of credit relations, which is crucial
for agricultural production. One of its most import-
ant elements is the credit relations, expressing the
financing and lending to agriculture [7].

Credit relations in the sector of agribusiness are
related to the use of loans as a means to supplement
their financial resources and implementation of credit
payments. They describe a new level of economic
development, when the credit and credit operation,
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which allows to determine in advance the volume
of production and sales conditions in certain markets
(the number of products, their quality and timing of
deliveries), precede production process [2, p. 17-20].

The current depressed situation in eastern Ukraine
has caused rupture of interregional relations, capital
outflows, negatively influenced on the key macroeco-
nomic indicators and has made appropriate changes
to the structure of the financial and credit support
any and all industries. To date, the vast majority of
agricultural enterprises are affected from chronic
underfunding, down-turn of direct budget support
on the background of constant shortage of own finan-
cial resources.

In this situation it is necessary to make full use of
bank credit instruments support and its increase, and
the development and implementation of sophisticated
organizational and economic mechanism of lending in
agriculture, which is a system of organizational, eco-
nomic, legal, administrative and regulatory actions,
methods and processes that shape and influence the
effectiveness of credit relations. Organizational-eco-
nomic mechanism of lending in market conditions
must take into account both the interests of agri-
cultural enterprises and the interests of the bank.
Features of agro-industry affected the diversity of
conditions and bank lending farms (Figure 1).

Loans, provided by banks, are divided by the
terms of use on short, medium and long term. Agri-
cultural enterprises mainly take short-term loans.
For example, according to the Ministry of Agrarian
Policy and Food of Ukraine, at the end of June 2015
1443 agricultural enterprises were involved loans
totaling 7.6 billion UAH: more than 5.4 billion USD —
the short, 1.2 billion — medium and 1 0 million — long-
term loans [6].

Pledge as a form of collateral means that in the
event of default by the borrower obligations, the
lender has the right to dispose of the mortgaged
property. To the traditional types of collateral such
as movable and immovable property, it's adds more
specific types — cattle, future crops, property rights.
It should be noted that currently banks focuses on
using future crops as collateral. This is primarily
associated with lack of movable or immovable prop-
erty, which would be consistent with the conditions
of banking institution. The most popular technique
is the mortgage, but because of the depreciation of
tangible and long term of use, banks refuse to take
them in pledge [4, p. 263].

The procedure for granting loans is varies, it takes
for farms from two weeks to two months. Loans are:

a) single credit;

b) under open credit lines;

c) guarantee credit (with a predetermined date
provided, on request, with fees for commitment).
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Credit line — a banks' consent to provide credit
during the period specified in the contract by parts
within predetermined limits.

During the term of the credit line the company
can at any time get a loan without extra negotiations
with the bank. The credit line opens normally on a
one year, but it can also open on a shorter period.
Credit in the form of a credit line is open on a some
time by certain tranches (partial) within credit limit
without additional special negotiations.

The most commonly it's used a credit line, on
which the company chooses their own schedule of
obtaining and repayment of the loan within the spec-
ified limit, depending on the current demand for
credit. The advantage of a credit line over a conven-
tional loan is in a flexible system for opening of a loan
and its repayment, which can reduce the total cost of
credit [7]

Another form of a loan for companies of agri-
industrial business is overdraft — short-term loan
that is provided to cover a temporary shortage of
working capital in the client, by payment from its
current account over the actual balance within banks'
limit. Overdraft is provided under a contract con-
cluded between the customer and the bank for up to
12 months. Credit in the form of overdraft allows the
company to have a guarantee of timely and prompt
payments to suppliers; reduce the time, spent on
paperwork, when issuing credit, because the client
actually executes only payment order and the bank
pays it by overdraft automatically.

Today for Ukrainian agricultural enterprises, that
dynamic develop and where financial support is nec-
essary, it is best to turn to a tool such as factoring.
The main advantage of factoring is that the company
does not bust the money circulation and all risks of
receivables borne by the bank. Factoring can prevent
such risks as lack of working capital, operating, and
some other foreign currency risks.

The only problem is that in Ukraine today fac-

time and forces to perform actions related to the ser-
vicing and maintenance of personal property, main-
tenance of bank credit and insurance.

The introduction of leasing and creation leasing
companies in our country promote that the level
of technical equipment of agricultural products
dropped to a critical point, the rate of deterioration
of agricultural machinery significantly higher rate
of renewal, and this, of course, led to a decrease in
productivity and reduction in agricultural produc-
tion [5].

There are other non-traditional forms of financing
agricultural enterprises, such as forwards, futures and
options. With these tools the farmer has the oppor-
tunity today to agree on the price at which yield will
sell through four or six months. That farmer receives
advance minimum selling price of his crop. He no
longer need to worry about possible fluctuations in
prices. He knows at what price he will sell yield, and
can accordingly plan their activities.

In terms of significant destruction of industrial
potential, agriculture is strengthened, we believe
its market share will increase in 2015 and trends in
bank lending dynamics of agricultural enterprises
have to increase. We believe further stabilization
of the financial situation and the development of
farm infrastructure will require from bank infra-
structure to increase lending, that would be inter-
ested as mutually banking institutions and eco-
nomic entities, but the requirements of banks for
borrowers become more principled and terms of
loans will be increased, including interest on the
loan. In our view, agricultural enterprises have
great potential in the issue of attracting bank
resources, as have the advantages of the bor-
rower. Agriculture has the ability to quickly adapt
to market disruptions and as the main means of
production in agriculture is land, then this pro-
duction requires a stable seasonal credits and has
a persistent back guarantee credit.

toring is virtually undeveloped — fac-
toring services provide only 10-12
Ukrainian banks [3].

[ Classification of bank lending in agricultural sector J
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Source: developed by the author

Fig. 1. Classification of bank loans to enterprises of agriculture
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Conclusion. As a result of a comprehensive study
of organizational and economic mechanism of financial
and credit support of agriculture should be empha-
sized that this mechanism is a coherent system of
interrelated elements, which provides flow of credit
entities at market conditions, taking into account the
objective characteristics of the industry.

Organizational-economic mechanism of credit-
ing of agricultural enterprises needs improvement
with implementing the following steps: appropri-
ate justification of volume of bank loans; Business
Planning of productive and financial performance;
compliance with deadlines repayment of loans;
achieving parity prices of products of agriculture
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and industry by introducing appropriate mech-
anisms which in "automatic" mode could support
equivalent exchange between sectors; introduction
of the credit mechanisms, in which agricultural
commodity producer could attract sufficient loans
for their business.

Active use of non-traditional forms of credit,
including leasing, will promote the structural trans-
formation of the agricultural sector, recovery of
assets, industrialization, production, development
of small and medium-sized businesses, as well as
increased output of agricultural machinery, estab-
lishment of the foundations of public policy to sup-
port domestic producers.
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Jleoigs B.C., IIpyrchra 0.0.
BinHMIbKNIT HalllOHAJIBHMIL arpapHMii yHIBepCUTeT

KPEIVITYBAHHSA AIIK: HETPAJTUIIIVIHI ®OPMU

AHorarisa

BusnaueHno cyTHicTh opraHizalliilHO-eKOHOMIYHOTO MeXaHi3My rocIojlaploBaHHA. BujijeHo cucTteMy KpeAUTHMUX BiTHOCUH
AK OPOBIAHY CKJIAJIOBY OPraHi3allillHO-€eKOHOMIYHOTO MEXaHi3My arpoIpoMMCJIOBOrO BupobHmIITBa. KiacudikoBano kpe-
nutyBaHHA ningnpueMcrsaM AITK 3a cTpokoMm HajaHHA, MeTOAaMM, BUAAaMM, 06’€KTOM KpeAuTyBaHH:A, 3a 3abe3redeHHAM.
Bupineno merpamuuiiiai cdopmy HagaHHA Kpenutis migmpmemcrsam AIIK, Taki Ax oBepapadT, J3MHT Ta (DaKTOPMHI.
Busnaueni ixui nepesarn juisa minnpuemcers AITK B Ykpaixi.

Kuarogogi croBa: opranizaliiiHO-eKOHOMIYHMII MeXaHi3M, piHaHcOBe 3abe3NneyueHHA, KpeIUTyBaHHA, KpeQuTHA JiHiA, oBep-
npadT, pakTOPUHT, JIIBMHT.

Jleoens B.C., Ilpyrcras E.A.
BuHHMITKNIT HAaMOHAJIBHBIN arpapHbIil YHUBEPCUTET

RPEJIVNTOBAHMNE AIIR: HETPAINIIMOHHBIE ®OPMbI

AuboTanus

Onpenesena CyIIHOCTb OPTaHM3alMIOHHO-3KOHOMMYECKOTO MEXaHM3Ma XO3ACTBOBaHMA. BbIZeNIeHo cucTeMy KpeauTHBIX
OTHOIIEHNII KaK BeAYIIyI0 COCTABJIAIOIIYIO OPraHM3alMIOHHO-O9KOHOMMIYECKOr0 MEeXaHM3Ma arpOolPOMBIIIJIEHHOTO IIPOM3-
BozcTBa. Kilaccudniposansl kpenuroBanna npeanpruaruam AIIK mo cpoky npepocraBiieHNA, METOLaMM, BUAAMU, 00b-
€KTOM KpeJuTOBaHM:A, 3a obecreyeHneM. BrlesleHO HeTPpaMIMIOHHEIE (POPMBI IIPeNOCTaBJIEHNA KPeANTOB MIPeIPUATIAM
AIIR, Takne Kak oBepapadT, mu3uHr 1 (paxTopuHr. OnpeseseHsl UX IpeumylecTsa Aaa npennpuaruii AIIK B Ykpanne.
KiioueBble cioBa: OpraHM3allOHHO-3KOHOMMYECKMII MeXaHU3M, (PMHAHCOBOe obeclieueHye, KpeIuUTOBaHNE, KPeINUTHAA
JVHUA, oBepapadT, (PaKTOPUHT, JM3MHT.



