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PUBLIC FINANCIAL SUPPORT FOR PRODUCTION
OF AGRICULTURAL PRODUCTS IN TERMS OF THE EAEU

Abstract. Agriculture provides the country with food products and industry with raw materials. The profita-
bility of the AIC in various sectors of economy contributes to the development of production, and increased level of
its material and technical basis. However, the seasonal nature of production, high dependence on natural and climatic
conditions, the presence of risks in obtaining stable income, a significant gap in time between production and ob-
taining products reduces the competitiveness of the industry. This requires public financial support, which includes
various economic and financial mechanisms. The paper explores the models of subsidizing agro-industrial complex,
acting as a system of interrelated management measures, as well as methodological approaches to allocating public
support funds. The mechanisms of reforming the models of public support for agro-industrial complex of Ka-
zakhstan and other EAEC partner countries have been presented.

Key words: agro-industrial complex, agricultural policy, public support, food security, Eurasian Economic
Union, material and technical base, profitability, subsidizing models.

The countries of the Eurasian Economic Union have a rich experience of joint activities in agro-
industrial production. They have huge land, labor and economic potential, which enable the production of
agricultural and food products that are competitive on domestic and foreign markets, at the level which is
required for the country's food security.

The main objectives of the economic development of the EAEU countries are modernization and
diversification of national economies, increased competitiveness of agricultural and food products, and
shift of mutual trade turnover between the countries from raw materials to commodity.

For creating common competitive conditions for agricultural producers of the EAEU countries the
unified rules of public support of agricultural production are needed, which have first of all, distorting
impact on trade in terms of implementation of the ("yellow" basket) principles. Therefore, it is envisaged
to introduce new measures aimed at stimulating public support for agricultural production in the countries
of the Eurasian Economic Union. The implementation of the unified agri-industrial policy is aimed to
ensure the solution of the following problems: balanced development of production and agricultural
products markets; fair competition of the entities, including equal conditions of access to common
agricultural market and food exports [1]; unification of requirements related to the circulation of agri-
cultural and food products; protection of producers interests on domestic and foreign markets.

The researches show that measures on stimulating agricultural production, and especially agricultural
production, are almost identical in all countries with market economy and are adjusted for the specifics
and financial potential of the EAEU countries.

A set of incentive tools under the influence of natural-climatic, economic factors and national support
measures implemented in each country distinguishes in national specifics and financial systems potential
of the countries: subsidies, prices, loans, taxes and insurance. Experts believe that sustainable food market
is associated with population growth, and therefore the involvement of land resources into circulation.
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Maintaining profitability at sufficient level should be aimed at prevention of overproduction, which
can lead to problems of price formation, escalation of social relations of the rural population.

In this aspect, the experience of Russia is interesting. The Russian AIC model has a unique character
which is formed under the influence of market trends and existing public support measures. Like in
Kazakhstan, land ownership is distributed among small owners in the form of shares.

The models of subsidizing agri-industrial complex act as a system of interrelated management
measures. This is customs and tariff regulation, internal support (direct and indirect), export support -
export loans and guarantees, insurance programs, direct payments, and depending on export, preferential
tariffs are applied in transporting goods for export.

For evaluation of the level of public support for agriculture, a producer support coefficient is used
that reflects transfers to agricultural producers, which includes two components: direct support, that is,
payments from budget, and indirect - market price support.

Maximization of income lies in choosing the products volume sales, in which the enterprise produc-
tion and sales marginal costs are equal to market price.

Considering methodical approaches to public support distribution, we will outline principal positions,
based on the following methods: per capita, coverage of the estimated financial gap, leveling the levels of
budgetary assurance.

The per capita methodology is based on public support distribution in proportion to the number of
rural population, crop area, livestock and poultry population, while there is no objective account of
different natural and climatic conditions.

The level of aggregate public support to gross agricultural support in Belarus is 14.2%, including
direct - 10.9%, in Russia - 6.9%, including direct 4.7%, in Kazakhstan 7.4% , including direct - 4.4%.

Public support is provided through direct and indirect mechanisms. Indirect measures are similar in
many respects: the use of preferential taxation and preferential lending, restructuring of arrears, provision
of State guarantees, procurement of agricultural products, raw materials and food products for public
needs, regulation of price situation on agri-food market through procurement and commodity inter-
ventions, support of education, science and innovative activities in agri-industrial complex, social sphere
development, etc.

In Russia, main elements of public support include subsidizing loan interest rates, unrelated support
measures, direct subsidies to agricultural producers, subsidies for reimbursement of partial cost of insu-
rance premium payments in crop and livestock production, regulation of crop and livestock production
markets, development of open and sheltered vegetable growing and seed potato growing, development of
dairy cattle production, support of livestock breeding, plant breeding and seed production, development of
wholesale- distribution centers and social food system infrastructure, development of AIC financial and
credit system.

In Belarus, direct public support measures are implemented through federal and local budget funding;
government activities, envisaged in State, sector and regional programs (compulsory insurance in crop
and livestock production, land reclamation - construction, operation of reclamation systems, liming of aci-
dic soils, support of agricultural production in adverse conditions, information and marketing support) [2].

Provision of public support directly to commodity producers: subsidizing direct payments per unit of
sold (produced) products, its processing per land area unit, livestock head, compensation of losses of
agricultural producers when establishing price disparity for industrial products, works (services) used by
agricultural producers, and prices for agricultural products. In addition, preferential lending in the amount
of at least 10% of gross agricultural products (compensation of bank losses in granting preferential loans)
in the amount less than 100% of the refinancing rate in domestic and foreign currency is provided, sub-
sidies per 1 ha of agricultural lands are allocated [3].

The share of direct support for compensation of bank losses is about 40%, for cheapening fixed
capital and working capital - 20%.

The share of allocated public funds in gross agricultural output value and in calculation per 1 ha of
arable land in the Republic of Belarus, is respectively, 16.8% and 255 USD, in Russian Federation -
33.8% and 66 USD [4] and in the Republic of Kazakhstan - 4.1% and 18 USD per 1 ha of arable land,
which is several times less than value of mentioned indicators of the Republic of Belarus, Russian
Federation and Kazakhstan.
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The high level of public support for agri-food sector development in the Republic of Belarus,
according to which it approaches the level of the developed countries of the world, together with other
factors determines the high level of food self-sufficiency and export orientation of AIC sectors. The
effective public support measures for agricultural sector also contribute to the preservation and deve-
lopment of a large-scale industrial agri-industrial complex based on the principles of cooperation and agri-
industrial integration. Due to own production, it meets the demand for food by 85%, while it significantly
increases food exports, and by certain food types (sugar, beef, dairy products, rapeseed oil) is among
20 leading countries of the world.

The specific weight of expenses of the republican budget of Belarus for the AIC is 9.5%, in gross
agricultural output value it increased to 33%. Moreover, the provision of substantial public support in
regulation of agricultural sector in the country contributed to the development of a positive commodity
balance in agri-food products. Export of agricultural products from Belarus is the independent sector of
national economy, which provides about 9.0% of GDP and more than 12.0% of export potential. The
Republic is the only one in the EAEU with a surplus of foreign trade balance in agricultural products.

In Russia, public support for agriculture is also provided through direct budgetary support to com-
modity producers in the form of subsidies, grants, and compensations. The main part of government
expenditures is allocated for direct support (84.8%), the insignificant part (15.2%) for market infra-
structure support, and public budget funds are not allocated to support consumers, as it is common in
developed countries.

In Kazakhstan, public support system for agriculture is also being formed: subsidizing production of
crop and livestock products, procurement operations and price interventions to grain, meat and meat
products, cotton, subsidizing bank loans granted to farmers, reimbursement of financial leasing and agri-
cultural machinery leasing rates. In Kazakhstan, mainly, the direct form of public support for agricultural
production development is provided [5].

Agriculture - is one of the most regulated public economic spheres. High degree of government
intervention is due to the need to address fundamentally important strategic objectives - national food se-
curity assurance, support of rural development, observance of the balance between producers capabilities
and consumers demands.

From financial point of view, the creation of public reserves for ensuring food security, the process of
accumulation and distribution of reserves should be transparent. Procurement of food is carried out at
current market prices, and sales from food reserves - at prices not lower than current domestic prices for a
particular product of appropriate quality.

In the frame of unified rules, but different levels of support, countries are losing, despite the
existence of a special and differentiated regime. The right to such payments is determined by clearly es-
tablished criteria: income, producer status, use of factors and production level in the basic period.

Methodical approaches to the distribution of budget funds for domestic support of agriculture have
shown that the main criterion for measuring its economic efficiency is profit, which is formed as the dif-
ference between the revenue from product sales and production and sales costs.

Economic profit is the difference between total revenue and external and internal costs. The profit
reflects the net income created in the sphere of material production. At the enterprise level, net income is
in the form of profit. It should be noted that only part of the added value which is formed as a result of
product (service) sales, performance of work, can be considered as profit.

Agriculture in the world economy is one of the most closed sectors. The main way of protectionism
is expressed in colossal subsidies allocated to producers of agricultural products. Due to the objective
reasons, agricultural producers cannot maintain profitability in comparison with industrial and service
providing companies. This is due to the specifics of the industrial agricultural production in market eco-
nomy. In this regard, public support is an essential element of agri-food policy of the countries. Most of
the economically developed States pursue a stimulating agricultural policy in the form of various grants,
subsidies and benefits to agricultural producers.

Half of agricultural expenditures of the WTO members refers to the measures that distort trade and
production (the "yellow" basket), which adversely affects the global agricultural market, and leads to
overproduction and decline of prices for agricultural products.
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The system of public support for agricultural sector includes measures of direct and indirect regu-
lation. In foreign countries the following direct public financial support measures can be outlined: direct
government compensation payments; payments for damage from natural disasters; payments for damage
associated with reorganization of production (payments for reduction of sown areas, forced slaughter of
livestock, etc.); subsidies per area unit or livestock population; payments in the form of financing the
purchase of production resources (for example, subsidies for the purchase of fertilizers, pesticides and
forages); financing of targeted programs and expenditures for R & D.

In terms of volumes and types of public support in crop production and livestock production,
unification of the main directions of direct and indirect support, taking into account the development of a
unified program on agricultural development, restructuring of overdue accounts payable.

Producers in Belarus are the most competitive in terms of almost every type of agricultural products.
Among the producers of food industry the highest price in production of beef is in Kyrgyzstan, pork - in
Armenia, lamb - in Kazakhstan, poultry meat - in Armenia.

The main disadvantage of pricing processes in agriculture of the EAEU countries is price disparity.
The growth of prices for industrial resources consumed by agriculture is faster than for agricultural pro-
ducts, and has a negative impact on material and technical supply, and undermines the productive capa-
cities of agricultural producers.

Price disparity is considered as the main reason for financial problems of agricultural production:
there are no effective price regulation measures on material and technical resource market and prices are
close to the world prices, while domestic prices for agricultural products are 1.5-2 times lower than world
prices. Therefore, the production cost growth rates are ahead of the price and sales growth rates.

In grain cost structure in the EAEU countries, material costs are 73.9%, corn for grain - 85%, sugar
beets - 57.3%. This requires the introduction of intensive technologies to reduce manual labor.

The shortage of resources is compensated by minimizing the cultivation of high-yield crops and
raising highly productive breeding farm animals using intensive technologies.

Estimation of price elasticity of agricultural products as a whole is 0.2-0.25, which means that in
order to increase purchases of agricultural products by 10%, a price reduction of 40-50% is required. This
puts the barrier to expanding the product sales volumes in terms of price competition. In this regard
agriculture largely concedes to industrial goods, which have higher elasticity, and a relatively small price
decline provides the increased demand and product sales. Consequently, the decline in prices for agri-
cultural products does not have a significant effect on demand.

Important directions in overcoming the current situation can be the development and implementation
of a set of measures to improve the efficiency of pricing system that ensure sustainable agricultural deve-
lopment; it is necessary to introduce identical mechanisms of guaranteed prices and government inter-
ventions on food market in the EAEU countries. The guarantee of price compliance should be the State
obligation to buy commodity surpluses, and carry out procurement and commodity interventions.

State price regulation is carried out by direct (administrative) regulation of prices (tariffs) by setting
fixed prices (tariffs); limit prices (tariff); marginal trade surcharges (discounts) to prices; marginal profi-
tability rates, used to determine the amount of profit to be included into the regulated price (tariff); the
procedure of determining and applying prices (tariffs); declaration of prices (tariffs).

Procurement and commodity interventions are conducted on the basis of the formation and use of
regional food products stabilization funds, determination of their scope and order. Public relations arising
at transfer pricing are regulated to prevent losses of State income in international operations and trans-
actions. The threshold values of retail prices for socially important food products and the amount of
maximum permissible retail prices for them are set.

Let's consider the grain market as an example. The State market regulation tools are legislatively
determined. In accordance with the Law of the RF "On Agricultural Development", the Ministry of Agri-
culture of Russia annually determines the price range for five types of grain crops: food and fodder wheat,
fodder barley, corn and rye. In case of a decline in market price to a value below the minimum, the gover-
nment bodies implement grain procurement interventions at a settled minimal price, thereby supporting
producers and restraining price fall. On the contrary, in case of the increase of market price to a value
which is higher than the maximum, government bodies intervene to grain sales from reserves at the settled
maximal price, thereby supporting consumers and restraining price increase [6].
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In such State intervention, grain producers receive certain guarantees of market sales, which en-
hances the economic sustainability of the farms: there is a certainty that grain will be sold, at least at
minimal guaranteed price.

Elevators and grain processing enterprises monitor grain market prices and actively purchase grain
when prices move to the minimal value. In case when the State buys grain at minimal price, in the future
they will have to buy grain from the State already at higher prices.

Consequently, the establishment of price thresholds on grain market is an effective market regulation
tool [7]. The main participants of grain market, in addition to the State, are also interested in keeping pri-
ces within the range set by the State. At proper performance of market functions by the State, the grain
market will remain stable, and its commodity interventions will be insignificant, and therefore will not
require large budgetary expenditures.

In order to transfer public support measures for agricultural producers incomes to the "yellow" basket
measures, a number of changes should be introduced into the legislation: market price ranges should be
established by the State, terms of the official announcement of the upper level of threshold prices should
be established; develop rules of collateral transactions and enable grain farms to use collateral loans.

The basis of pricing in AIC is the alignment of procurement prices for agricultural products, that is,
socially needed production and sales costs, taking into account the level and dynamics of world prices.
The most important function of the price remains the regulation of the incomes of agriculture. The pricing
system foresees prompt monitoring of the price dynamics for production means, costs and revenues in
agriculture, prices for end products and services of AIC.

The price system for agricultural products in the EAEU countries should include market, target,
government procurement and collateral rates. The target price level for agricultural products must be
determined taking into account cost reimbursement, income generation and land rent. Thus, there is a
need for State regulation of prices for agricultural products and basic types of material and technical
resources: introduction of marginal prices for energy resources, which must be protected from sharp
fluctuations of world prices and exchange rate of the national currency, setting marginal extra charges on
main types of industrial products and services.

The State procurement organization, which represents the lower limit of guaranteed prices for
agricultural products, should become the main buyer of the main types of agricultural products and the
only seller on external market, while the commodity producer will receive a net profit due to the diffe-
rence between the collateral rate and the world price. In the EAEU countries, subsidies are allocated to
agricultural producers for the sold products for processing and sales on markets according to quotas.

The price policy of the State impact on the AIC development should be aimed at stimulating the
country's self-sufficiency in food products and achieving the State food security. The important objectives
include the following: the equivalent interaction between agriculture and industry; reduction of negative
impact of monopolies on agriculture. The issues of supporting incomes of rural producers at the level
which provides extended reproduction should be addressed. The agenda includes promotion of the use of
scientific and technological progress, increased production efficiency, and increased labor productivity.
The formation of common economic area within the State, entering the market of the CIS and other
foreign countries are very important issues. On the basis of target price, not only guaranteed prices are
determined, but also collateral rates - fixed and set by the State.

Allocating significant funds to support agricultural producers incomes through preferential lending
mechanisms, subsidies, tax incentives, etc., the State should subsequently purchase of a certain production
output volume at centralized level.

Price regulation of agricultural market implies the implementation of State procurement and com-
modity interventions. The task of commodity interventions is to create a price lowering trend by selling
products from intervention fund in case of its shortage on market.

Prices on Armenian agricultural market are formed on the basis of demand and supply, State
regulation is not implemented.

In Belarus prices are set for agricultural products for government needs, food products included into
the list of socially important goods.

Thus, direct (administrative) price (tariffs) regulation is carried out by establishing: fixed prices
(tariffs), marginal trade surcharges (discounts) to prices; marginal profitability rates, used to determine the
profit included into the regulated price (tariffs); the procedure of price (tariffs) determination and use.

— 46 ——




ISSN 2224-526X Cepus azpapmuvix nayk. Ne 2. 2018

Free and regulated purchase prices are used for agricultural products. For livestock products - milk,
cattle. Procurement prices are differentiated for milk by grade, for livestock by fatness category in
slaughter weight.

State pricing regulation. Maximal sales prices are set for food products, maximal trade surcharges to
sales prices or permissible maximal retail prices for socially important goods.

In Kazakhstan, State regulation of pricing of agricultural and food products is carried out through
procurement operations and price interventions; protection of the domestic market by using customs-
tariff, non-tariff regulation methods.

In Russia, government procurement interventions are used in case of reduction of prices for
agricultural products sales below the minimal estimated prices by purchasing, including at exchange tra-
des of agricultural producers, conducting collateral transactions.

The terms of public procurements in Belarus and Kazakhstan have a permanent nature, in Russia -
only in case of price decline.

Thus, State regulation allows to influence prices in the EAEU countries on the basis of legislative,
administrative and budgetary- financial measures aimed at stable functioning of commodity markets.

Conclusion.

1. For the EAEU countries, it is proposed to use a unified methodical approach to income generation
as a result of 6% product sales (profits).

2. It is necessary to align the legislative base in each country, which will facilitate the creation of
equal economic conditions for commodity producers.

3. In order to ensure food independence and security, it is necessary to create conjuncture prices for
monitoring and forecasting food situation, stabilization and insurance funds, and agricultural commodity
exchange.

4. One of the most important mechanisms of integration relations is the development of the
coordinated consolidated forecasted balances of domestic markets.

5. It is necessary to develop a unified scheme of location and specialization of production of agricul-
tural and food products, establishing interstate economic incentive mechanisms.
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1Ka3au< AOK >k0HOMUKACHI )KoHE aybUIABIK ayMakTapabl nameity F3U, Anmatel, Kazakcran,
2 AMaThl DKOHOMUKA JKOHE CTATHCTHKA akazgemusicel, Anmarsl, Kazakcran

AYBLI IIAPYAHIBLIBIFbI OHIMJIEPIHIH, OHAIPICIH EADO KAFJIANBIHIA
MEMJIEKETTIK KAPKBIJIBIK KOJLJIAY

AHHOTanMsi. AybUl IIAPyalIbUIBIFBI €111 a3bIK-TYJIIKIICH JKOHE OHEPKACIMTI - MIMKI3aTIeH KaMTaMachl3 eTell.
DKOHOMHUKAHBIH dPTYPJIi CEKTOPJIAPBIHIAFl ArPOOHEPKICINTIK KEIICHHIH TaObICTHUIBIFBI OHIPICTI JaAMBITYFa, OHBIH
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MaTepHANIBIK-TEXHUKAIBIK 0a3aChIHBIH JACHTeHiH KoTepyre BIKNan ereai. Anaina, oHIipicTiH MayChIMIBIK CHITATHI,
TaOWFU-KITUMATTHIK SKaFJaiiiapaH KOFapbl TOYEIAUITi, TYpaKThl TaOBICTap alylarbl ToyeKeNIepiHiH OOIyFl,
OHJIIpiC TICH OHIM ally apachIHIAFBl YaKbIT apajbIFBIHIAFEI JICYIIi albIPMAIIBUIBIKTap OHEPKICINTIH Oocekere Kaoi-
JICTTUTINIH TOMEHAETeAl. Bysl opTypli SKOHOMHKAIIBIK JKOHE KApPKBUIBIK MEXaHHU3MACPII KaAMTHTBHIH MEMIICKETTIK
KapKbUIBIK KOJIIAy bl TaJall eTeli. Makasiajia arpoeHepKICINTIK KelleH i cyocuausiay Mozesbaepi, e3apa Oaiina-
HBICTBI Oackapy LIapajapbl )KyHeci peTiHIe opeKeT eTeTiHi, COHJal-aK MEeMJICKETTIK KOJIJay KOpJapblH OeiyliH
Q/iCTEMENTIK Taclilepi peTiHAe KapacThlpbliajpl. Ka3akcTaHHBIH arpOoeHEpKaciNTiK KeuleHiH jxoHe EADO Oacka
cepiKkTec enepiH MEMIIEKETTIK KOJIIay MOJIENIbAEPIH pedopMasiay MEXaHU3MIEpi KOPCETUITeH.

Tyiiin ce3mep: arpoeHEPKICINTIK KEIIeH, arpapiblK cascaT, MeMJICKCTTIK KOJiJay, a3bIK-TYJIK Kayirci3miri,
Eypasusiibik 5KOHOMHUKAJIBIK 0JJaK, MATEPUAJIIbI-TEXHUKAIIBIK 0a3a, TaOBICTBUIBIK, CyOCHIUsIAY MOJCIACI.

M. U. CnrapeBl, T. A. Taunos’

'Kasaxcknit HUN skonomuxu AITK i pasBHTHS CENbCKUX TeppHTOpHii, AnMaThl, Kazaxcran,
? AJIMaTHHCKAst akaJeMHs YKOHOMUKH U CTaTHCTHKH, Kazaxcran

IFOCYJAPCTBEHHASI ®UHAHCOBAS IIOAAEPKKA
MMPON3BOJACTBA CEJIBCKOXO3SIMCTBEHHOMU IMTPOAYKIIMHA B YCJIIOBUSIX EADC

Annotanusi. Cenbckoe XO3SIMCTBO oOecreunBaeT CTpaHy NPOAYKTaMH MHTaHHS, a MPOMBIIUIEHHOCTh —
ceipbeM. JloxomHocts AIIK B pa3muuHBIX OTpaciisix SKOHOMHKH CIOCOOCTBYET Pa3BUTHIO IPOW3BOJCTBA, IOBHI-
IIEHUIO YPOBHS €r0 MaTepHaIbHO-TEXHUYECKOH 0a3pl. OHAKO CE30HHBIM XapaKTep NMPOW3BOJCTBA, BHICOKAs 3aBU-
CHUMOCTh OT MPUPOTHO-KINMATHYECKUX YCJIOBHH, HAINYWE PUCKOB B IOJNYYEHHH CTaOMIBHBIX IOXOJOB, 3HAUH-
TEJILHBIM Pa3pbIB BO BPEMEHH MEXIY POU3BOICTBOM H MOJTYYEHHEM MPOAYKINHU CHIDKAET KOHKYPEHTOCIIOCOOHOCTD
otpaciu. 3To TpedyeT rocyAapCcTBEHHON (PMHAHCOBON MOJIEPKKH, KOTOpask BKIIIOYAET Pa3INIHbIE SKOHOMUYECKHE
u (MHAHCOBBIE MEXAHU3MBI. B cTaThe paccMOTpeHB! MOAENH CyOCHIMPOBAHUS arpONPOMBIIIIIEHHOIO KOMIUIEKCa,
JEUCTBYIOIINE KaK CHCTEMa B3aMMOCBS3aHHBIX MEpP YIPAaBJICHHs, a TaKkKe€ METOAWYECKHE MOAXOIbl K pacipene-
JICHUIO CPENCTB rOCYAApCTBEHHON moinepkku. Iloka3aHbl MexaHU3MbI pehOPMHUPOBAHUS MOAENIEH TOCHOAICPKKH
arponpoMsIIeHHOTo KoMIutekca Kazaxcrana u apyrux crpan-naptHepos EASC.

KiroueBble c10Ba: arponpoMBIIUIEHHBIN KOMITJIEKC, arpapHas MOJUTHKA, FOCyJapCTBEHHAs MOepKKa, po-
JOBOJIBCTBEHHAsd 0e30MacHOCTh, EBpasuiickuii 3KOHOMHUYECKUH CO03, MaTepualbHO-TeXHHYecKas 0asa, IOXO[-
HOCTb, MOJIENN CyOCHIMPOBAHMSI.

Cgenenusi 00 aBTopax:

CurapeB Muxawmn VIBaHOBHY — JOKTOp SKOHOMHYECKUX HayK, mpodeccop, Kazaxckuit HUU sxonomukn ATTK
W Pa3BUTHUS CEJILCKUX TEPPUTOPHH.

TanmoB Tumyp ATuuHOBHY — U.0. mpodeccopa, K.3.H., JOUEHT, AnMaTtuHcKas Axanemust DxkoHoMukd U Cra-
TUCTHUKH, e-mail: i.taipova@mail.ru
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