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Credit cooperation as a priority area of financial support of agricultural enterprises activity

The strategic goal of Ukraine development is to build a strong and modern European democratic country with a strong economy to ensure a decent life for every citizen. 

Currently in Ukraine, processes of overcoming structural imbalances of transition period, technological modernization, improvement of fixed assets, forming an effective economic base were put on the brake. 

Therefore, it is logical that the financial support of agricultural enterprises was and still is the main theme of Agrarian Policy of Ukraine. Many scholars and practitioners of the country colligate the success of the enterprises and the opportunity to achieve their sustainable development with the determination of optimum amount of financing. 

The agricultural sector is an important part of the economy of Ukraine, from the functional state of which directly depend food security and independence of the state, the development of internal and external markets, and therefore – the standard of living.

Available technical equipment of the majority of agricultural production at the beginning of 2014 has a large number of outdated agricultural machinery and industrial equipment. 

To ensure standardized indices of machinery and production equipment renewal, according to the technological requirements, the annual renewal volume shall be not less than 7 – 10%. But, despite the positive trends of purchasing prices of agricultural products, with the proceeds annually can be updated only 4-6% of the available technical potential. 

The reason for this phenomenon is the disparity in prices for agricultural products and technical equipment (tractors, combines and other agricultural machinery, industrial equipment) which for a long time made it impossible to upgrade tractor fleet and other technical equipment of producers of Cherkasy region.
Every year the number of vehicles and technical equipment in farms of the region decreases because of objective and subjective reasons. As an example, over the past 10 years the number of tractors decreased by 5312 units or 58%, combine harvesters - 960 (62%), forage harvesters - 580 (2 times), potato harvesters - 138 units or in 4 times . 

However, the rate of acquisition of new equipment is significantly lower than disposal rates. According to the above-mentioned period was purchased only 1480 tractors, or 20% of the available today, which is 5 times less than the standard, 357 combine harvesters (27%) - 4 times less, 98 forage harvesters (21%) - 5 times less, 12 potato harvesters (8%) - 12 times less than the norm. 

This is due to the fact that the financial situation of agriculture enterprises, without further measures of the state, doesn’t allow to carry out expanded reproduction of production and providing their own needs in agricultural engineering. Therefore, the need in finding effective ways of financial support of sustainable development is topical and is now recognized by most scholars and practitioners. 

Systemic multivariate approach that enables determination, evaluation and analysis of the various directions of development and optimal models of financial support of agricultural enterprises, based on the characteristics of their functioning are important in conditions of market economy. And limited financial resources encourage to address the issue of strategic ways of development, which is the main purpose of forming the financial mechanism. 

Accumulated international and domestic (prerevolutionary and during NEP) experience (Germany, Canada, USA) and the experience of countries with transitional economy (Poland, Romania, Lithuania, Bulgaria) argue that the problem of affordable lending of agricultural enterprises can be successfully solved by means of credit cooperation, including credit unions.
The main advantages of credit unions compared to banks are  provision of credit to agricultural enterprises which do not have access to bank loans due to lack of floating charge, accumulated credit history, verification of the effectiveness of operation activity, the complexity of preparing large number of documents required for obtaining a bank loan, duration of the decision about the bank loan, high bank interest on loans, etc.

According to the National Association of Credit Unions of Ukraine (NACUU), currently in Ukraine there are 782 credit unions, which acquired the status of financial institutions and listed in the State Register of Financial Institutions. 

The priority directions of the improvement of further development of credit cooperation are: empowering of credit unions according to the lending of agricultural enterprises due to their needs, as well as mortgage lending; revitalization of credit unions in the direction of supporting farms  to ensure implementation of national and regional programs of social and economic development of the appropriate territories; determination of the place and role of combined credit unions and cooperative banks in the system of credit cooperation and making appropriate changes to legislation governing their activity.

