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ATTRACTING FOREIGN INVESTMENT IN AGRIBUSINESS
ON THE BASIS OF ESG-INTEGRATION

Abstract. The article examines the conditions for attracting foreign investment in agribusiness on the basis of ESG
integration. The ambivalent relationship between the investment imbalance of agribusiness and foreign direct investment
flows is substantiated, which, based on monitoring the dynamics of indicators of potentially unsafe determinants, makes it
possible to quantitatively predict the consequences of their occurrence for the development of ESG-integration measures
aimed at forming the investment environment of agribusiness in Ukraine. Investment imbalances in agribusiness, which
are existing and potential with an increase in the threat of an economic crisis, are identified. The procedure for assessing
investment imbalances in the domestic and foreign economic activities of agribusiness entities of the world, as well as their
regional groups implementing the process of investment-oriented development, is determined. Indicators of investment
imbalances of EU member states are given. The dynamics of foreign investment inflows by regions of the world are
analyzed. Priority sectors of agribusiness in terms of attracting foreign investment from around the world are identified.
The volume of direct foreign investment from countries around the world into the agricultural sector is given and the
structure of their redistribution between types of economic activity of agribusiness entities is determined. A geostrategic
matrix for attracting foreign investment from countries around the world by agribusiness entities is proposed. The
integral index of investment attractiveness (regulatory restrictions on foreign investment) by types of economic activity
of agribusiness entities between regional groups of countries of Eastern and Western Europe, Asia, the Middle East and
the Persian Gulf, Latin America and the Caribbean, and North America has been determined. Forms and instruments of
stimulating investment activity in countries of the world have been proposed. The impact of investment imbalances on the
volume of attracting foreign investment in agribusiness between regions of the world has been determined.

Keywords: foreign investments, investment imbalances, investment system of countries around the world, investment
activity, investment attractiveness, agribusiness, ESG-integration.
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Statement of the problem. In the modern world, characterized by irreversible processes of globalization
and transformation, foreign investment has become an important economic resource in agribusiness. The rapid
growth of foreign investment and the existence of hypotheses about their role in the successful transformation
of the agrarian economy into a market economy, the fact that they can solve almost all economic problems
in agribusiness, and obtain additional resources in times of crisis are important sources of financing. In the
conditions of a deep global economic recession in the agricultural sector, for many countries, including
Ukraine, it is especially important to attract foreign investment as one of the most effective mechanisms for
ensuring the investment activity of Ukrainian agribusiness entities, creating the possibility of technical and
technological modernization of production and market infrastructure in all areas of the economic process.

Analysis of recent research and publications. The intensification of capital concentration processes
and the development of technological progress, which coincided with the growth of the role of agribusiness
in the world economy according to the existing theory of international investment, are insufficient to explain
changes in the nature of capital flows. This has led to the need to interpret investment flows differently,
namely from the point of view of the scale and intensity of high-tech development, the pooling of
agribusiness resources in the global world by moving from a large number of isolated firms to networks of
interdependent and interconnected agribusiness entities that closely cooperate in research and development,
product quality control and innovation planning. A logical assumption is the fact that the consolidation of
production efforts was accompanied by the intensification of international investment processes and a
change in the vector of their flows to large agribusiness. In the context of the comprehensive expansion of
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large agribusiness in the economy, it sought to explain the redistribution of investment resources between
individual countries and the agricultural sector of the economy. In particular, within the framework of the
theory of the firm, a significant number of concepts and hypotheses have been developed regarding the
placement and attraction of foreign investment. Theoretical and practical studies of the unevenness of
the world agricultural economy and the degree of involvement of countries in the system of international
investment relations, the different dynamics of economic progress of countries and regions, are highlighted
in the works of such scientists as L. Alfaro [1], B. Bernanke [3], P. Gurinchas, H. Rey [9], K. Kojima,
T. Ozawa [14], E. Mendoza, V. Quadrini, H. Rios-Rull [15], H. Mollerstrém [16], A. Swan, J. Murphy
[17]. The works of scientists devoted to the study of the process of attracting foreign investment: K. Borio,
W. White [4], T. Burlay [5], K. Cheng, D. Furcheri, E. Rusticelli [6], M. Chinn, E. Prasad [7], J. Dunning
[8], E. Graham, P. Krugnan [10], V. Ivanyuk, D. Bogdanov [12], G. Kaminsky, S. Lizondo, K. Reinhar [13].
Significant theoretical and methodological achievements of scientists, the aspect of managing investment
imbalances on the basis of ESG-integration require further research.

Formation of the objectives of the article. The purpose of the study is to substantiate the
ambivalent relationship between investment imbalances and flows of foreign direct investment
in agribusiness, which, based on monitoring the dynamics of indicators of potentially dangerous
determinants, allows us to quantitatively predict their consequences and develop measures to support
the investment-oriented development of agribusiness entities on the basis of ESG integration.

Summary of the main material. The transformation of the global economic space is being significantly
accelerated by global financial markets, and foreign investment has become an increasingly important
feature of the global economy [2]. In 2021, the total volume of foreign direct investment in agribusiness in
the world increased by about 40%, to 1.76 trillion US dollars, which was the highest level during the global
crisis. However, this growth did not lead to an equivalent increase in GDP in all countries. In addition,
during this period, the international investment process tended to reduce the flow of foreign investment by
23%. The reason for this was the imbalance in the global agricultural economy, the weakening of aggregate
demand and effective policy measures to limit tax avoidance agreements and a sharp decline in the profits
of large agribusiness entities by 10% [18; 19]. At the same time, increasing geopolitical risks and regional
financial imbalances may further exacerbate the expected downturn. However, after another round of the
global agrarian crisis, in 20222023, there was a significant increase in foreign investment, but this did not
have a productive impact on the global agricultural sector and its share in GDP, since recently the investment
environment has been dominated by trends aimed at slowing economic growth in countries with established
foreign investment capital, which was accompanied by a sharp decline in prices for agricultural raw materials.
The main explanation for this discrepancy is the surge in cross-border mergers and acquisitions, especially in
developed countries. Already in 2023, the total inflow of foreign investment decreased by 17% to 1.52 trillion
US dollars, which was caused by a 27% drop in foreign investment flows to developed countries (mainly to
the UK and the USA). At the same time, it is expected that in 2025 global foreign investment will be equal to
the level of 2023 and will amount to more than one trillion US dollars. The apparent out-flow of productive
investments by large agribusiness entities is worrying. During 2023, capital expenditures by the 5,000 largest
large agribusiness entities continued to decline (by 11%) after the start of the recession in 2022 (by 5%).

The presented trends reflect the current macroeconomic situation in the agribusiness. A significant
number of large agribusiness entities have reduced their capital expenditures and announced significant
reductions in their medium-term investment plans. In 2023, the growth rate of the global agricultural
sector was slower than the growth rate of real GDP and increased by only 2.6% compared to the
average growth rate of 7.2% in the period 2018-2022.

In the geographical structure of foreign investment, the traditional poles of attraction of investments
in agribusiness are developed countries, but in 2023, developing countries in Asia became the largest
recipient of foreign investment for the development of the agricultural sector of the economy. Foreign
investment flows into agribusiness in developed countries increased almost 2.0 times (from 522 billion
USD in 2021 to 962 billion USD in 2022, and reached 1.0 trillion USD in 2023). Foreign investment into
agribusiness in developing countries, excluding the Caribbean centers, increased to 765 billion USD, or
9%, while the same indicator for developing countries decreased by 38% to 35 billion USD (Fig. 1). As
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Figure 1. Dynamics of foreign investment in large agribusiness by region of the world,
billion US dollars
Source: calculated by the authors according to data [18; 19]

a result of the downward trends, the share of developed countries in the structure of the global volume of
attracting foreign investment into agribusiness increased from 41% in 2022 to 55% in 2023, changing the
trend of their transfer to recipient countries.

An analysis of the asymmetry of the distribution of foreign investments in agribusiness in North
America and Europe showed an increase in their volume during 2021 and a sharp decrease in 2023.
In North America, in 2021, foreign investments in agribusiness increased by 2.6 times (429.6 billion
USD), which was due to an increase in the inflow of investments to the United States (more than
3.5 times), but in 2023 their volume decreased to 275.5 billion USD compared to 456.4 billion
USD of investments in 2022. Foreign investment flows in agribusiness in European countries also
increased by 65% in 2021 (from 248.6 billion USD to 710.2 billion USD), as a result of which 50%
of the amount of attracted investments was redistributed to the agricultural sector of Switzerland. In
2023, the volume of attracted investments in agribusiness to the European Union countries amounted
to 584.6 billion US dollars, which is 42% less than the figure recorded in 2022.

For high- and middle-income countries such as Latin America and the Caribbean, food and
beverage production is a promising sector. However, in this region, investment in other sectors
such as jewelry and medical equipment indicates a significant degree of specialization. For Asian
countries with different economic systems, the main development is agriculture (the main source
of expertise in some countries), utilities (necessary for the development of the region), food and
beverage production (in general, a rapidly growing consumer market), as well as the information
and communication industry, which is part of the specialization of this complex region in global
production networks.

Under current conditions, Ukraine, like most countries in a weakened development cycle, is
unfortunately unable to ensure stable economic development of the agricultural sector due to the lack
of its own resources and requires the attraction of foreign investment capital. At the same time, the
total inflow of foreign direct investment in 2023 decreased by approximately 15 billion US dollars and
amounted to 63.8 billion US dollars (which is 48.4% of GDP). In 2023, only 300 million US dollars
were attracted to the agricultural economy of Ukraine (which is 0.2% of GDP). For comparison, in
2023 this figure for the United States was 31.13% of GDP, Poland — 44.9%, Greece — 9.1% [19].

The geographical structure of foreign direct investment in agribusiness attracted to the economy
of Ukraine in 2021 was dominated by investments of agricultural companies registered in Cyprus
(Fig. 4). In 2021, their share was 28.3%, but in 2023 it decreased to 25.7%. Cyprus, the Virgin Islands,
and Belize — three “classic” offshore jurisdictions — invested a total of 31.8% of foreign investment in
agribusiness in 2023 and 34.6% in 2022.
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Figure 2. Foreign direct investments from around the world into the agrarian business
of Ukraine for 2020-2023, billion USD
Source: calculated by the authors according to data [18; 19]

A fairly significant amount of foreign investment in the agricultural sector of the Ukrainian economy,
including from the Netherlands (1.8 billion US dollars), is explained by favorable tax conditions,
as well as the conditions of the current offshore system. At the same time, in our opinion, it is not
enough to assess the importance of foreign investment for countries only on the basis of indicators
of investment flow dynamics, since they do not reflect the qualitative aspect of investment for the
agricultural economy. To study the sectoral features of attracting foreign investment to the agricultural
economy of Ukraine, the dynamics of indicators by types of economic activity is presented (Fig. 3).

During 2020-2023, the majority of foreign investments in Ukraine were concentrated in the
agroindustrial sector (30.6% of direct investments). It should be noted that this industry has the
highest profitability, and therefore is the most attractive for foreign investors from Germany (32.6%),
Cyprus (27.1%) and the Netherlands (30.2%). Despite the presence of foreign investors in the
agrarian business of Ukraine, unfortunately, the state continues to remain among the out-siders of the
global investment market, acting mainly as a recipient. As a result of the unsystematic state policy
on attracting foreign investments, a situation has arisen where foreign capital is distributed between
individual sectors of the economy quite unevenly, which leads to imbalances in the GDP structure and
creates investment imbalances.

Due to the long-term imbalance of the sectoral structure in Ukraine, a model of divestment of the
economic development of the agricultural sector of the economy was created and consolidated, which
reduced the competitiveness of Ukrainian agricultural producers, resulting in a tendency to lose their
presence in both foreign and domestic markets. A comparison of potential and actual indicators of
attracting foreign investment in agribusiness allows us to assess the extent to which countries use the
existing potential to attract foreign investment, which, in turn, allows us to determine the directions of
their investment policy: promoting or restricting the inflow of foreign investment. To divide countries
into groups according to the calculated indicators, the concept of quartiles was used and the value of
the actual foreign investment index was obtained, as well as the rating of countries with a potential
index of foreign investment in agribusiness was divided into 4 subcategories (low, sufficient, medium,
high). Countries above the diagonal line drawn from the origin are characterized by an excess of the
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Figure 3. The structure of foreign direct investment in Ukraine by the type
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Source: calculated by the authors according to data [11; 18, 19; 20]

actual index over the potential, which means that countries falling into such a group are preinvested,
taking into account the available natural and labor resources, infrastructure and consumer market.

In the context of reorienting foreign direct investment flows into agribusiness and their equalization
between countries in the system of sectoral investment imbalances, as well as to increase the use
of capital both within the country and in the world as a whole, we propose to build a rating of
investment attractiveness for each type of economic activity of different types of agribusiness entities
using the index of regulatory restrictions on foreign investment. The index covers restrictions on
foreign investment by four types of measures: 1) restrictions on the share of foreign investment;
2) discriminatory requirements for the selection and approval of investment projects; 3) rules for key
individuals; 4) other operational restrictions on the activities of foreign enterprises.

According to the study, foreign investment in the first sector of the economy (agriculture, forestry
and fisheries) should be directed to Central Asia (Mongolia, Pakistan, Kyrgyzstan) and Africa (Kenya,
Nigeria, Mozambique, Uganda), since in these countries foreign capital can be effectively combined
with available resources and bring benefits to both investors (in the form of income) and the countries
receiving it (in the form of creating additional value added, increasing gross production). At the same
time, Slovakia and Slovenia are the most favorable for attracting foreign investment in agribusiness
among the studied countries in the agro-industrial sector (the second sector). It should be noted that
foreign investment in Slovakia and Slovenia ensures a high level of gross production of agribusiness.

To activate foreign direct investment in agribusiness, it is proposed to use the ESG-integration
mechanism as a tool for achieving sustainable development and strategic goals of the agricultural sector
of the Ukrainian economy. We propose to distinguish the concepts of “sustainable development” and
ESG-integration, to clarify their correlation, and to determine the arguments for the appropriateness of
taking into account ESG-factors in the long-term strategy of large agribusiness [21].

It should be noted that the concept of “sustainable development” began to develop in the early
1970s. The official emergence of the concept of ESG-integration is associated with the development
of key global financial institutions under the auspices of the UN in 2004, which substantiates the
importance of taking into account and analyzing the development of agribusiness ESG-factors
when implementing investment activities of enterprises. Since then, the concept of ESG-integration
has gradually evolved into legislative and regulatory requirements. For example, in 2014, the EU
required large agricultural companies of public interest to report on their investment activities in the
environmental sphere, in the field of issues related to compliance with human rights, the fight against
corruption and bribery. In 2019, the terms of the ESG-concept are already applied at the level of EU
legislation. In the Ukrainian regulatory environment, the concept of “sustainable development” has
already acquired some clarity at this stage: the sustainable development goals of Ukraine for the
period up to 2030 have been defined, which duplicate the global sustainable development goals up to
2030, proclaimed by the UN General Assembly; sustainable development is established as one of the
principles of [21]:
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— state climate policy, which consists in the compliance of state climate policy with the global
sustainable development goals of the United Nations by ensuring a balance between environmental,
economic and social aspects;

— state regional policy, which consists in the development of society to meet the needs of the
current generation, taking into account the interests of future generations;

— the term “sustainable energy development” is defined — it is a component of sustainable
development that ensures a continuous and purposeful process of positive changes in the social and
economic situation, reducing the negative impact on the environment and climate due to increased
energy efficiency and replacing energy from fossil sources with renewable energy sources;

— directions for the formation and implementation of state policy in the field of reporting on the
sustainable development of agribusiness enterprises are defined on the basis of uniform methodological
principles adopted in the EU Member States;

— large agribusiness entities are recommended to use the Appendix on Corporate Governance and
Sustainable Development to the Corporate Governance Code, approved by the National Securities
and Stock Market Commission.

While the integrated implementation of the ESG-concept elements into Ukrainian legislation is
only just beginning, individual aspects of the E-, S- and G-components of this concept are regulated
in various regulatory acts of different levels. In general, the relationship between the concepts of
sustainable development and ESG-integration is a connection between the general and the particular,
where “sustainable development” is a general concept that provides a vector for decision-making, at
the level of international cooperation, as well as in agribusiness management. At the same time, the
ESG-concept is usually considered as a separate approach to assessing and disclosing the results of
investments or the consequences of the activities of agrobusiness entities for the environment, which
in aggregate and on a global scale is aimed at achieving sustainable development goals [21].

What does ESG affect? The undeniable arguments for reflecting the ESG concept and its components
in the long-term strategy of agrobusiness are its impact on [21]:

— Investments. The investment attractiveness of the project (bankability) includes both financial
indicators and indicators that will indirectly affect the implementation of the project. Critical for
investors (lenders) when making a decision to provide financing is the consideration of ESG-factors
by the project company in its activities, the presence of an ESG-strategy and its positive assessment
by a potential investor. Therefore, large agribusiness entities participate in ESG-ratings, ESG
transparency indices, which indicates the relevance of tools for verifying ESG-measures and policies
of agricultural enterprises.

— Participation in the value chain of a product or service. The activities of agribusiness entities
are not isolated and, for example, production depends on the supply of raw materials, materials and
the provision of services and work, that is, on interaction with a significant number of counterparties.
Therefore, the scope of agribusiness supply chains should also be taken into account when assessing
ESG-factors and developing ESG-strategies. Such requirements are already being introduced into
the legislation of various countries. In particular, in the EU, reporting information on the sustainable
development of an agribusiness company must contain information about both its own operations
and its value chain — the agribusiness company’s products and services, its business relationships and
supply chains, both within the EU and information from foreign countries if the agribusiness’s value
chain extends beyond the EU.

— Environmental taxation. Reducing the impact of large agribusiness entities on climate change
through economic restrictions on greenhouse gas emissions is the basis of the E-component of the
ESG-concept. The tools used to achieve the set goals are restrictions on green-house gas emission
quotas and the sale of allowances for offlimit emissions (the greenhouse gas emissions trading system),
as well as environmental taxation.

It is important to consider that countries and regions that impose a significant economic burden
on polluting residents also require no less effort from foreign counterparties. Thus, an example of an
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implemented regulatory instrument of additional financial burden on foreign agricultural enterprises,
whose activities are potentially associated with significant greenhouse gas emissions and which seek
to import products to the EU, is CBAM.

Therefore, the assessment of the internal production processes of large agribusiness, its input
resources, raw materials and products, as well as the implementation of tools to reduce green-house
gas emissions during the creation of agricultural products will lead to a reduction in the tax burden
on their investment activities.

Conclusions. Thus, to increase the effectiveness of attracting foreign investment in agribusiness
on the basis of ESG integration, structural reforms are urgently needed to improve the business
climate for private investment in the agricultural sector of the economy. However, the agricultural
sector of the global economy faces more costly regulatory processes, complicated access to credit,
weak protection of investors and property rights. In addition, access to information necessary to solve
complex problems of inequality of fiscal, monetary and debt policies causes investment imbalances
for domestic and foreign investors. Determining the complexity of the situation in which most
countries find themselves, one should not focus on security issues or geopolitical problems. At the
first stage of developing priority areas for minimizing investment imbalances in agribusiness and the
economy as a whole, it is necessary to take into account their impact on global trends, taking into
account long-term socio-economic and investmentoriented development. It should be emphasized
that the central element of limiting investment imbalances in agribusiness should be the interaction
of international and domestic scenarios of investment attractiveness of agricultural sectors, which
require an optimal model of attracting foreign investment to balance the financial system of individual
agribusiness entities in regional groups, forecast inertial macroeconomic growth indicators in states,
reduce external and public debt, and halt the economic crisis as a whole.
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3JAJIYYEHHA IHO3EMHUX IHBECTHUIIII
B ATPOBI3BHEC HA 3ACAJIAX ESG-IHTEI'PALIIL

Anomauyin. Y cmammi 00cnioxncyiomucs yMosu 3anyuenus IHo3eMHux ineecmuyii 6 azpodiznec na ocnosi ESG-
inmeepayii. OOTpyHMOBaHo amobi6aNeHMHUL 36 A30K MIJIC THBECMUYIIHUM OucOanancom azpobisnecy ma NOMOKAMU
NPAMUX  THO3eMHUX [HEeCMUYIl, WO HA OCHOGI MOHIMOPUHZY OUHAMIKU HNOKA3HUKIE NOMEHYIHO HeOe3neuHux
oemepMiHaHm 0ae 3M02y KibKICHO NPO2HO3Y8amu HACAIOKU iX @uHUKHEeHHS 015 po3pooku ESG-inmezpayitinux 3axo0is,
CHPAMOBANHUX HA POPMYBANHSA IHBECMUYITIHO2O cepedosuua azpodiznecy 6 Yxpaini. Busnaueno ineecmuyitini oucoanamncu
6 azpobisHect, K € ICHYIOUUMU MA NOMEHYIUHUMU 31 3DOCIAHHAM 3A2PO3U eKOHOMIUHOI Kpusu. Busnaueno npoyedypy
OYIHKU THBECMUYIIHUX OUCOANIAHCI8 Y 6HYMPIWIHIL MA 306HIUHbOCKOHOMIUHIL OIsIbHOCMI Cy0 €kmis azpodisHecy cimy,
a MmaKooic ix pecioHaNbHUX 2pYn, WO Peanizyroms npoyec IH8eCmUYiiHO-0pIERMO8aH020 po3sumky. Hasedeno nokasnuxu
ineecmuyitinux oucobanancie Kpain-unenie¢ €C. Ilpoananizogano OUHAMIKY HAOXOOMCEHHs [HOZEMHUX IHEeCUYIl 34
pecionamu cgimy. Buznaueno npiopumemni cekmopu azpobiznecy 3 mouKku 30py 3a1y4eHHs. IHO3eMHUX IHBeCIUYILL 3 YCb020
ceimy. Hagedeno o0csie npsamux iHO3eMHUX THEeCmUYil 3 KpAiH C8imy 6 acpapHuil CeKmop mda 6UHAYeHO CMPYKMypy
ix nepepo3nodiny midxc eudamu exonomiunoi OisnbHocmi cy6’ekmie azpodiznecy. 3anponoHo8aHo 2eocmpameiymy
MAmMpuyto 3a1y4eHHs IHO3eMHUX IHeecmuyill 3 Kpain ceimy cyb ekmamu azpobizuecy. Busnauerno inmeepanvhuil inoexc
iHeecmMuYitiHOI npusabaugocmi (pe2yIsmopHUX 0OMENCeHb HA THO3eMHI IH8eCuyii) 3a 8UOAMU eKOHOMIYHOL OIsAIbHOCIE
¢y6’ekmig azpobiznecy migxc pezionanvhumu epynamu kpain Cxionoi ma 3axionoi €seponu, Asii, Bauzvkoeo Cxody ma
Iepcokoi samoku, Jlamuncvroi Amepuxu ma Kapubcwvrozo baceuiny, Ilisuivnoi Amepuxu. 3anpononosano gopmu ma
IHCIMpYMeHmu CMUMYII08AHHS IHBECIMUYIIHOT AKMUBHOCMI 8 KpaiHax ceimy. Busnaueno eniue ineecmuyitinux oucoanancis
Ha 00cs2u 3anyyeHHs THO3eMHUX IHeecmuyil 6 azpobizHec Midc pezionamu ceimy. [na niosuujeHHs egekxmusHoCmi
3anyuenHs iHo3eMHUX ineecmuyiti ¢ azpobisnec na ocnosi ESG-inmezpayii mepminoso neobxioni cmpykmypri peghopmu
0151 NOKpaujerHsl OI3Hec-KAimMamy O NPUSAMHUX THGeCIMUYIL 8 A2papHULL CeKMop eKOHOMIKU.

Knrouosi cnosa: inosemni insecmuyii, ingecmuyiiini OUCOAIAHCU, ITHBECMUYILIHA CUCMEMA KPATH C8ImY, IH8eCMUYiliHa
disibHicmy, iHeecmuyilina npusadbaugicmn, azpooisnec, ESG-inmezpayis.
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