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THE ROLE OF INVESTMENT RISK
MANAGEMENT IN ENHANCING FINANCIAL
EFFICIENCY IN AGRICULTURE

Yusupov Komaliddin Bakhtiyor ugli
Independent Researcher

Tashkent State University of Economics
E-mail: kb.yusupov@tsue.uz

Abstract. Agriculture is one of the most risk-sensitive sectors of the economy due to climate change,
natural disasters, market volatility, and financial uncertainty. Effective investment risk management plays a
crucial role in improving financial efficiency and ensuring sustainable agricultural development. This paper
examines the impact of investment risk management on financial efficiency in agriculture. The findings indicate
that agricultural insurance, diversification strategies, digital technologies, and financial planning can help
reduce investment losses and improve profitability. The study concludes that strengthening agricultural risk
management systems can enhance investor confidence and improve the efficiency of agricultural investments.

Keywords: agriculture, investment risk, risk management, financial efficiency, agricultural insurance,
profitability, sustainable development.

Annotatsiya. Qishloq xo'jaligiiglim o‘zgarishi, tabiiy ofatlar, bozor beqarorligi va moliyaviy noanigliklar tufayli
igtisodiyotning risklarga eng ta’sirchan tarmoqlaridan biri hisoblanadi. Investitsiya risklarini samarali boshqarish
moliyaviy samaradorlikni oshirish va gishloq xo'jaligining bargaror rivojlanishini ta’minlashda muhim rol o‘ynaydi.
Mazkur magolada investitsiya risklarini boshgarishning qishloq xofjaligidagi moliyaviy samaradorlikka ta’siri
o‘rganilgan. Tadqgiqot natijalari gishloq xojaligi sug‘urtasi, diversifikatsiya strategiyalari, ragamli texnologiyalar va
moliyaviy rejalashtirish investitsiya yo‘qotishlarini kamaytirish hamda rentabellikni oshirishga yordam berishini
ko‘rsatadi. Tadgigotda qgishloq xofjaligi risklarini boshqarish tizimlarini takomillashtirish investorlar ishonchini
mustahkamlashi va gishlog xojaligiga yo‘naltirilgan investitsiyalar samaradorligini oshirishi mumkinligi xulosa
gilingan.

Kalit so‘zlar: gishlog xofjaligi, investitsiya riski, risklarni boshqgarish, moliyaviy samaradorlik, qishloq
xojaligi sug‘urtasi, rentabellik, barqaror rivojlanish.

AHHoTauus. Cenbckoe XO3ANCTBO SABMNSETCA OOHOW M3 Havbonee NOABEPXEHHbIX pUCKaMm oTpacren
SKOHOMWKM BCNEACTBME U3MEHEHUS KNMMaTa, CTUXUAHbIX 6EACTBUI, PbIHOYHOWN HECTABUMBHOCTY U (HMHAHCOBON
HeonpedenéHHocT. OddeKTMBHOE YyMnpaBneHne WHBECTULIMOHHLIMWA pUCKaMU WrpaeT BaXHYK pofb B
MOBbILEHNN (DMHAHCOBON 3MEKTUBHOCTM M OBECcrnevyeHun YCTOMYMBOrO pas3BUTMS CEMbCKOro XO3AMCTBA.
B paHHOW cTaTbe paccMaTpuBaeTCs BMAUSHWE YMNpaBneHUs WHBECTULMOHHbIMM puckamy Ha (OUHaHCOBYHO
9 (heKTMBHOCTb B CEMbCKOM X039MCTBE. Pe3dynbraThl MCCreaoBaHNs NOKa3blBaOT, YTO CEMNbCKOX03ANCTBEHHOE
CTpaxoBaHue, cTpaTterny aumeepcudnkaumm, LnMdpoBbie TEXHOMOMMM U (hMHAHCOBOE MIaHMPOBaHUE MOryT
cnocobcTBOBaTb COKPALLEHWIO NHBECTULIMOHHBIX MOTEPb M NOBbILWEHNIO peHTabenbHocTU. B nccnegosaHum
CAenaH BblBO4 O TOM, YTO YKpEenfeHWe CUCTEMbl YNPaBfeHUs CEeNbCKOXO3SNCTBEHHBIMU PUCKaMU MOXET
NMOBbICUTb JOBEPUE MHBECTOPOB U 3PHEKTUBHOCTb MHBECTULNI B CENbCKOE XO3ANCTBO.

KnioueBble cnoBa: CenbCckoe XO03SWCTBO, MHBECTULIMOHHBIV PUCK, YNpaBneHue puckamu, puHaHcoBas
9P (PeKTMBHOCTb, CENbCKOXO3NCTBEHHOE CTpaxoBaHue, peHTabenbHOCTb, YCTONYMBOE pPasBUTHE.

INTRODUCTION

Agriculture plays a vital role in ensuring food security, generating employment, and supporting economic
growth. However, agricultural production is highly vulnerable to various risks, including climate change,
droughts, floods, pest outbreaks, price fluctuations, and financial instability. These factors directly influence
investment decisions and financial performance in the agricultural sector.

According to the Food and Agriculture Organization of the United Nations (FAO), agrifood systems are
highly vulnerable to climate and disaster risks. The increasing frequency and intensity of extreme weather
events can cause substantial losses in agricultural production and pose growing challenges to sustainable
agricultural development [1].
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The increasing complexity of agricultural risks requires effective management strategies to protect
investments and improve financial efficiency. Consequently, agricultural risk management has become one of
the key priorities for policymakers, investors, and agricultural producers.

Numerous international and local scholars have investigated the relationship between risk management and
agricultural performance. The Organisation for Economic Co-operation and Development (OECD) emphasizes
that agricultural risk management policies can help farmers reduce financial losses, improve resilience, and
encourage long-term investment [2]. Glauber et al. explain that properly designed risk management instruments,
including insurance schemes, income stabilization mechanisms, disaster assistance, and savings measures,
can contribute to agricultural resilience and financial sustainability [3].

Kevin Donovan found that high levels of agricultural risk discourage farmers from investing in productive
inputs and modern technologies. The study suggests that insurance mechanisms and risk reduction measures
can improve agricultural productivity and investment efficiency [4]. Among Uzbek researchers, Yadgarov et
al. highlight that developing agricultural insurance systems is important for ensuring financial stability and
supporting investment in the agricultural sector [5]. Similarly, X. Shennayev argues that improving agricultural
insurance mechanisms can strengthen risk protection and enhance the operating environment for agricultural
producers [6]. S. Saidnabiyev proposes a risk-oriented model that integrates agricultural credit, insurance, and
subsidization to strengthen the financial sustainability of Uzbekistan’s agricultural sector [7].

Investment risk management can influence financial efficiency by reducing uncertainty and protecting
agricultural producers from potential losses. First, agricultural insurance serves as an important risk mitigation
instrument. Insurance can reduce financial losses caused by natural disasters, droughts, floods, and crop
failures. As a result, farmers may become more willing to invest in modern technologies, high-quality seeds,
irrigation systems, and advanced production methods. Second, diversification strategies can improve financial
stability by reducing dependence on a single source of income. Farmers who diversify their production activities
are generally less vulnerable to market and production risks. Third, digital technologies such as remote sensing,
satellite monitoring, weather forecasting systems, and precision agriculture can improve risk assessment and
decision-making. FAO emphasizes the integration of climate and disaster risk considerations into evidence-
based interventions and agricultural decision-making [1]. Fourth, effective financial planning enables agricultural
enterprises to allocate resources efficiently, manage cash flows, and maintain long-term profitability despite
uncertain market conditions.

International experience suggests that advanced agricultural risk management systems may contribute
to higher levels of investment efficiency. In the United States and Canada, comprehensive crop insurance
programs have helped reduce farmers’ exposure to production risks and may encourage investment in
agricultural innovation. Similarly, European Union countries have implemented integrated risk management
frameworks that combine insurance, disaster assistance, and income stabilization programs.

Table 1
Share of Agriculture, Forestry, and Fisheries in GDP and Investment Risk Exposure in Uzbekistan, 2020-2024"

Year Agriculture §hare in GDP Main risk factors Risk Management Maturity
(%) Level
2020 216 COVID-19 disruptions, market uncertainty, Low
drought
2021 21.4 Water shortages, climate variability Low—Moderate
2022 20.4 Rising input costs, inflation, climate risks Moderate
2023 197 Drought risk, price volatility, logistics Moderate—High
challenges
2024 17.7 Climate change impacts, extreme weather High
events

The findings indicate that the share of agriculture, forestry, and fisheries in Uzbekistan’s GDP decreased
from 21.6% in 2020 to 17.7% in 2024. Nevertheless, the sector continued to face significant climate, market,
and production risks throughout the period under review. According to the author’s qualitative assessment, the
maturity of agricultural risk management appears to have gradually improved, reflecting the expanding use of
insurance, financial support instruments, digital monitoring technologies, and other risk mitigation practices.

OECD studies indicate that properly designed government-supported agricultural risk management
instruments can strengthen farm resilience and support sustainable investment decisions [2; 3].

1 Source: Compiled by the author based on the National Statistics Committee of Uzbekistan and FAO reports.
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International and national evidence suggests that improving agricultural risk management systems can
contribute to greater financial stability, higher investment efficiency, and increased attractiveness to investors
in developing economies.

CONCLUSION AND SUGGESTIONS

Investment risk management plays a critical role in enhancing financial efficiency in agriculture. Effective
risk management tools can reduce uncertainty, protect agricultural producers from losses, and create favorable
conditions for sustainable investment.

Based on the analysis, the following recommendations are proposed:

Expand agricultural insurance programs and increase government support for risk-sharing mechanisms.

Promote the diversification of agricultural production to reduce income volatility.

Encourage the adoption of digital technologies for agricultural risk monitoring and management.

Improve access to affordable agricultural credit and financial services.

Strengthen farmers’ knowledge and skills in investment risk management through training and advisory
services.

The implementation of these measures is expected to contribute to higher investment efficiency, increased
investor confidence, and sustainable agricultural development.
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