Izvestid National'noj akademii nauk Respubliki Kazahstan

NEWS
OF THE NATIONAL ACADEMY OF SCIENCES OF THE REPUBLIC OF KAZAKHSTAN

SERIES OF AGRICULTURAL SCIENCES
ISSN 2224-526X
Volume 1, Number 49 (2019), 16 —20 https://doi.org/10.32014/2019. 2224-526X.2

UDC 338.43.025.2
M. T. Kantureyev, M. L. Sigarev

Kazakh RI of AIC Economy and Rural Development, Almaty, Kazakhstan.
E-mail: m_kantureyev(@mail.ru; i.taipova@mail.ru

PUBLIC SUPPORT OF SMALL BUSINESSES
IN KAZAKHSTAN

Abstract. The agro-industrial complex - is an integral part of the economy, which provides production of pro-
ducts and food, and economic potential is concentrated in it. Agricultural producers who are oriented to the market
of marketable products include agricultural enterprises and small businesses, while households of the population are
aimed, first of all, at satisfying their own needs. The article discusses the issues arising from the intensive develop-
ment of the agricultural sector, including small businesses. Priority areas for subsidizing crop and livestock sectors
have been identified. The feasibility of increasing public support by farms and by the country as a whole due to its
rational distribution, taking into account the degree of return on investment and the efficiency of agricultural pro-
duction: increasing profitability and productivity is shown. The importance of one of the elements of public financial
support system - tax incentives is emphasized. The factors contributing to the increase in labor productivity in crop
and livestock production, and in this view the systemic measures are foreseen. The role of the development of seed
breeding, irrigated agriculture, increase of technical equipment is presented.
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Introduction. Modern agriculture is one of the few sectors of national economies that is experien-
cing a powerful system of government regulation.

In the intensive development of agricultural sector, including small business, there are certain
problems: insufficiently high rates of production moderization of small businesses; low incomes of most
farms, difficulties in product marketing that make it difficult to realize the potential of small business,
high risk of intensive processes due to the specific features of agriculture; insufficient level of investment;
high interest rates for the use of cash resources, etc.

Public financial support for agricultural producers remains low. The level of aggregate public support
for agricultural production to gross agricultural production (yellow and green baskets) in Belarus is
14.2%, including direct (yellow basket) - 10.9%, indirect (green basket) - 3.3%, threshold level of public
support (yellow basket) - 10%; Russia has a total public support level of 6.9%, a direct one is 4.7%, indi-
rect level 1s 2.2%, a threshold level is 5%; Kazakhstan - cumulative - 7.4%, direct - 4.4%, indirect - 3%,
threshold - level - 8.5%. Therefore, direct public support of agricultural sector (threshold level) in Ka-
zakhstan has not yet been reached.

Methods. Considering the methodological approaches to the distribution of public support funds
between the regions, it is necessary to distinguish three methodological directions on interbudget regula-
tion, which are based on the following methods: “per capita”, covering the calculated financial gap and
leveling the budgetary security levels. The positive and negative sides are characteristic for each of them.

Methods of allocating budgetary funds by territories implies the need to take into account the
conditions of agriculture, especially in economically backward regions.

Regions with difficult and unfavorable conditions for agricultural production are characterized by
high consumption of material, labor and economic resources per agricultural production unit as compared
with regions with favorable economic factors.

— g ——



ISSN 2224-526X Serid agrarnyh nauk. 1. 2019

The allocation of regional budget funds can be divided into several stages: determining the total
amount of support funds in the frame of the yellow basket measures; distribution of funds for measures
aimed at supporting the industry as a whole and specific production by type of product; determining the
limits of funds by beneficiaries and territories.

Results. Public support measures for AIC is one of the most important areas of development of agro-
industrial complex which are developed by the Ministry of Agriculture in the framework of the imple-
mentation of the State program on the development of AIC for 2017-2021 [1]. This is, above all, the
development of agricultural cooperation, processing of agricultural products, seed production, technical
re-equipment of the AIC, increasing the efficiency of phytosanitary agrochemical measures, the deve-
lopment of fodder production (fodder balance), distant sheep breeding, creation of wholesale farming
centers, involvement of arable lands.

In order to improve the efficiency of subsidies in crop production sector, a transition from hectare
support to subsidizing final products and preferential loans for spring field and harvesting is planned.

Priority areas in crop production has been identified: subsidizing seed production development
(original and elite seeds); agrochemistry, technical support. Seed subsidies are paid for the best seed
varieties that have the highest yields, quality, resistance to diseases and pests, taking into account the
achievements of the world breeding. At the same time, the size of subsidies is differentiated depending on
the use of varieties of foreign and domestic selection.

In 2017, for carrying out spring field work, preferential loans were calculated per 1 ha according to
the standards: wheat - 20 000 tenge, barley - 23 000 tenge, oats - 21 000 tenge, rice - 21 600 tenge, corn
for grain - 35 000 tenge. The subsidy rates for 1 ton for the production and sale of oilseed to processing
enterprises for agricultural producers was as follows: sunflower - 11,070 tenge, rape - 13,082 tenge,
safflower - 10,531 tenge, flax - 11,772 tenge, soy beans - 14,722 tenge. To producers of sugar beet for the
delivery of 1 ton to the plants, the subsidy rate is 7500 tenge, for performance of spring field work prefe-
rential loans per 1 ha - 100,000 tenge.

In livestock production, the share of subsidies to increase the genctic potential of dairy cattle is
33.3% of the volume of funds directed to dairy cattle breeding. As the analysis shows, subsidies in dairy
cattle breeding directly depend on the size of agricultural farms, i.e. population of cows and their
productivity, the volume of subsidies is determined by levels: by the subsidies level 1 the subsidies are
paid at the rate of 25 tenge/kg, by level 2 - 15 and level 3 - 10 tenge/kg.

The level of public support for dairy cattle production by “green” basket measures, which includes
selection-breeding work, ranges from 0.9 -0.11%, (extremely low). In the structure of subsidies for this
industry, breeding work remains on the second place after subsidizing the increased productivity.

In 2016 public support in the development of beef cattle production amounted to 43.4 bln. tenge, or
51% of the funds allocated to livestock production, support for breeding work - 30.2 bln. tenge, or 69.6%
of the total subsidies volume [2].

The unregulated economic relations in the chain “agricultural producer - processing - trade” results in
the fact that the share of farms that raise beef cattle accounts no more than 20-25.5% of the retail price of
beef instead of 45-50% in Western countries. At the same time, public support for beef cattle production,
which constitutes 10-15% of production costs, is low compared with the EU countries (30-90%).

In this regard, subsidies to the industry should be interconnected with the results of activities, the
level of achievement of the goals and should be organized on a long-term comprehensive basis (subsidies,
taxation, investment subsidies, leasing, with provision of preferential loans).

Subsidizing of breeding work should be carried out taking into account the yield of offspring, the
safety of livestock and the results of breeding work.

Studies show the feasibility of increasing public support for individual farms and in the country as a
whole due to its rational distribution across the farms, depending on the degree of the payback of invested
funds, with reference to the efficiency of agricultural production (increased profitability and productivity).

One of the important elements of the public financial support system is tax incentives.

In the Republic of Kazakhstan, taxation of agricultural entities is regulated by the Tax Code [3],
according to which two types of preferential taxation are in effect: a special tax regime for peasant (pri-
vate) farms; special tax regime for legal entities - producers of agricultural products, fishery products and
rural consumer cooperatives. Small businesses mainly use a special tax regime for farms that pay single
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land tax and don’t pay the following taxes: individual income tax, value added tax, land tax and (or)
payment for the land use, tax on vehicles and property tax.

Based on the domestic and foreign experience of taxation of agricultural producers, it can be stated
that taxation system of farmers in the Republic of Kazakhstan is underdeveloped: it does not take into
account the differentiation of the effectiveness of various types of agricultural production, there is no
consistently functioning statistical system of collecting data on agricultural taxation and as a result there is
no possibility of conducting analysis and making appropriate adjustments.

Improvement of the loan relations system. In agriculture, there are several loan lines, including small
businesses. This is the “Igilik” loan program - the increase of population of cattle, small ruminants,
horses, other livestock, poultry and breeding of honey bees at a remuneration rate of 6% per annum, the
loan period is not more than 78 months.

The process of lending to small businesses in agriculture is difficult because of the ineffective
collateral policy and high interest rates for agricultural producers.

In order to improve the efficiency of public support in the frame of the State program on the develop-
ment of agro-industrial complex, it is planned to reduce inefficient subsidies and, above all, subsidies that
should stimulate the introduction of new technologies and increase labor productivity.

On average, the amount of support is no more than 4-5% of gross agricultural output, which is signi-
ficantly below the acceptable level of 8.5% within the WTO, and also significantly lower compared with
the EAEU partner countries [4, 5].

In this regard, government agencies should ensure coordination of all arcas of regulation, including
small business, as well as infrastructure institutions which provide services to small business forms in the
region.

Analyzing the factors influencing on the increase in labor productivity in crop production, their main
list was determined: the availability of quality seeds, technical equipment, precision farming, the use of
fertilizers and plant protection products, diversification, introduction of irrigated land into circulation. In
view of these factors, systemic measures are envisaged.

Seed production. Currently, the majority of agricultural producers do not purchase seeds for sowing,
due to the lack of working capital, and use their own seeds of almost mass reproduction. In this regard, in
2018, a seed subsidization mechanism was introduced, which foresees 100% reimbursement of farmers'
expenses for the purchase of seeds at the settled rates. At the same time, the government reimburses to the
seed farms the full value of elite seeds or seeds of the first reproduction provided for the farmer [6].

After harvesting, the agricultural producer returns 30% of the received subsidies to the Seed
Development Fund, which, accumulates the return funds, and will send them to finance the purchase and
modemization of fixed assets (machinery and equipment) for certified seed producers under very soft
conditions (2 3%).

The next priority is to increase technical equipment. This problem is being solved by subsidizing
the interest rate on leasing and investment subsidies. Thus, gradually increasing support measures, by
2022 the volume of investments to agricultural equipment to the entreprencurs will be provided up to
273 billion tenge. Thanks to these measures, in 5 years, the agricultural machinery park will reach an
optimum level, which will allow increasing the standard rate of renewal to the level of 6% per year in
subsequent years.

As part of introduction of the precision farming elements: electronic field maps, space monitoring,
economic models were developed for introduction of precise technologies for different types of farms, the
use of which will allow increasing the production efficiency by average of 15% through precise sowing,
differential fertilizer application, protection means and cost reduction.

The development of irrigated agriculture. Today, over 40% of the value of crop production is
produced on irrigated lands, which is occupying only 7% of the total arca of crops. This fact confirms the
effectiveness of introducing them into circulation. In the frame of the State program, it is planned to bring
the total area of irrigated land to 2 mln ha, the share of irrigated land in the total sown area will be 16%,
and the gross output at the level of 2 4 trillion tenge

The implementation of the State program will allow to solve the problems of taxation of the AIC
entities, export support, rural development and social infrastructure in the countryside.
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Conclusions.

1. The most important link in the agro-industrial complex is agriculture, which provides the country
with food and the industry with raw materials, forming profitability in the economy sector.

2. The seasonal nature of production, high capital intensity and dependence on natural and climatic
conditions results in the decreased competitiveness of products. These features of agricultural production
require constant public support.

3. Agricultural production in Kazakhstan is characterized by a multi-pattern, ensuring the reliability
and stability of the development of various economic structures. Among them, a significant place is occu-
pied by small businesses, whose share in gross agricultural output is 28.3%.

4. The study of the international and domestic experience allows to make conclusions on the need to
improve the public support measures for producers, taking into account regional features, the development
of its unified forms and methods.

5. The important criterion of the organizational and economic mechanism of improving the develop-
ment of rural areas is the rational use of land, water, labor and material and technical resources; economic
and climatic conditions, the existing production potential.

6. New progressive forms of subsidies in small businesses to improve production efficiency in crop
and livestock production have been introduced.

M. T. Kanrypees, M. . Curapesn
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KA3AKCTAHJIA IAPYAIIBLIBIK K YPTT3YIH,
IIAFBIH HRICAHIAPLIH MEMJIEKETTIK KOJLIAY

AHHOTAMSI. ATPOSOHEPKACIN KEIIECH - IKOHOMHKAJIBIK dJICYCT MIOFBIPIAHFAH, OHIM MCH a3bIK-TYJIK 6HIIpijc-
TIH 3KOHOMMKAHBIH Kypamzac Oemiri. Tayap eHiMzaepi HAapbIFbIHA OArJapJIAHFAH AybLI IHAPYAIIBIIBIFBI TAyapbIH
OHAIPYIIITIEPTe aybLT MAPY AIIBIIBIFI KOCIMTOPHIHAAPHI SKOHE APy AIIBLIBIK >KYPIi3y AiH IMAFBIH HICAHAAPHI KATAIbL,
aJ XanbIKTHIH IHAPYaINBIIBIKTAPEL, CH ANIbIMCH, 63 KAKCTTIMKTEPIH KAHAFATTAHABIPYFa OarbITTanraH. Makamaga
arpapibIK CANAHBIH KAPKBIHABI TAMYBI KC3iHIC, OHBIH iMIIHAC MAFBIH KOCIMKCPIIKTS maiiaa O0JaTBIH MOCCICICp
KapacThIPBUFAH. OCIMIIK IMApyaIlbUIGIFEl MEH MaJ INAPYAlIbUIBIFEl CATANApbIH CYOCHANSIIAYABIH OachM OaFbIT-
Tapbl aHbIKTanFaH. CaNbIHFAH KAPOKATTHIH OTCTIMIUIK AOPEKECIH JKOHE arpapiiblk OHIIPICTI »KYPTri3yaiH THIMII-
JITriH: peHTa0CIbAIIIKTI, OHIMAUIIKTI APTTHIPYAbI €CKEPE OTHIPHII, MAPYAIIBLIBIKTAP OOHBIHINIA JKOHE TYTACTal pec-
myOuKa OOMBIHIIA OHBI YTHIMABI 06y ¢CCOIHCH MEMIICKCTTIK KOJIAAY ABI APTTHIPYIBIH OPBIHIBLIBIFBI KOPCCTIITCH.
MeMIeKeTTIK Kap>KbUIbIK KOJIAY >KYHECI 3IEMEHTTEPIHIH Oipi - CANBIKTHIK BIHTAIAHIBIPYIBIH MAHBI3IBLIBIFEL 1A
aram eTiNreH. OCIMAIK IMAPYaIIbUIBIFEI MECH MaJl IIAPYaIIbIIbIFBIHAA CHOCK OHIMILTITIH apTTBHIPYFa BIKIAT CTETiH
(hakTOpIAp TANTAHFAH, OJAPABI CCKEPE OTHIPHIL, >KYHEJl MIapanap Ke3aearcH. TyKbIM MapyamublIbIFbH, CyapMalIbl
CTIHIMITIKTi JAMBITY IbIH, TCXHUKAITBIK KAPYIAHY IbI APTTHIPY ABIH POITi KOPCCTLATCH.

Tyiiin ce3aep: MmapyambUIBIK >KYPTi3yAiH INAFBIH HBICAHJAPBI, MEMICKETTIK KOJNAAy, aybld HIAPYANIbLIBFBI
TayapblH 6HAIPYIILIED, KaHA TEXHOJIOTHSIAP, CyapMaJbl CTIHIILTIK, HECHEIIK KaTBIHACTAP, SKCIIOPT, UMITOPT.
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roCyJAPCTBEHHAS MMOJAEPKKA
MAJIBIX ®OPM XO3AUCTBOBAHNS B KASAXCTAHE

AHHOTAIHS. ATPOIPOMBINIICHHBIH KOMIUICKC - COCTABHAS YACTh 3KOHOMUKH, I/IC TIPOU3BOAUTCS MPOIYKIHS U
MPOJOBOJIBCTBHE, COCPEIOTOUCH 3KOHOMHUYCCKHH MOTeHIHAld. K ceabX03T0BapONpPOM3BOAUTEIIM, OPHCHTHPOBAH-
HBIM HA PHIHOK TOBAPHOH MPOAYKIMH, OTHOCATCS CETbXO3IMPEANPHITHS U Majble (POPMBI XO3SHCTBOBAHMS, 4 XO35H-
CTBA HACENCHHUS HANPABICHBI, TPE)KIC BCETO, HA YIOBJICTBOPEHAUE COOCTBEHHBIX MOTPeOHOCTEH. B craThe paccmor-
peHbI MPOOIEMbl, BO3HUKAIOINHME IPH WHTCHCHBHOM PA3BUTHH arpapHON c(epsl, B TOM YHCJIC W B MAJOM Ipe.-
mpuHEMATENbCTBE. OmpenecHsl MPHOPHTETHBIC HANPABICHUS CYOCHAMPOBAHMS OTPACICH PACTCHUEBOJACTBA H
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JKUBOTHOBOACTBA. [IOKa3aHa 1e1eco00pa3HOCTh MOBBINCHHA TOCYJAPCTBCHHOW MOJICPKKH IO XO3SMHCTBAM H B
LEIOM MO PECHYOJIMKE 3 CUET €€ PANMOHAIBHOTO PACIPEACTICHIS, C YUCTOM CTECIICHH OKYIIAEMOCTH BIJIOKCHHBIX
cpeacTs u 3(PeKTHBHOCTH BEACHWSI ArpapHOTO MPOM3BOJCTBA. TMOBBIMCHUS PEHTAOCIBHOCTH, HMPOAYKTHBHOCTH.
[NomuepkuBaeTCsl BAYKHOCTH OXHOTO W3 3JIEMECHTOB CHCTEMbI TOCYAAPCTBCHHON (DPHHAHCOBOM MOJIEPKKH - HAJIOTO-
BOTO CTHMyJHpoBaHus. [Ipoanann3npoBaHsl (PaKTOPHL, CIIOCOOCTBYIOIIHIE MOBBIMCHUIO IIPOU3BOAUTEILHOCTH TPYAa
B PACTCHHEBOJCTBE W )KHBOTHOBOJCTBE, C MX YUCTOM IIPEAYyCMOTPECHBI CHCTEMHbIC Mepbl. [10Ka3aHa pois pa3BHTHA
CEMEHOBO/ICTBA, OPOIIACMOTO 3EMJICACIHS, TOBBIICHUS TEXHHUECKOH BOOPY>KEHHOCTH.

KimoueBnie cinoBa: Mambsie GopMbl X03MHCTBOBAHMS, TOCYJAPCTBEHHAS MOAICPIKKA, CEIBCKOXO3IHCTBCHHBIC
TOBAPOIIPON3BOJUTENHN, HOBBIC TEXHOJIOTHH, OPOIIAEMOC 3EMIIC/ICINE, KPEAUTHBIC OTHOMICHHS, 3KCIIOPT, HMIIOPT.

Information about authors:

Kantureyev M.T., Dr. Econ. Sc., Director General Kazakh RI of AIC Economy and Rural Development,
Almaty, Kazakhstan; m kantureyev(@mail.ru; http://orcid.org/0000-0003-3566-3034

Sigarev MLL., Dr. Econ.Sc., professor, corresponding member of the AAS RK, Kazakh RI of AIC Economy and
Rural Development, Almaty, Kazakhstan; i.taipova@mail.ru; http://orcid.org/0000-0002-9377-8318

REFERENCES

[1] The State program on the development of agro-industrial complex of the Republic of Kazakhstan for 2017-2021.
(The Decree of the President of the Republic of Kazakhstan dated February 14, 2017 No. 420) Astana, 2017. 94 p.
http://www.eurasiancommission.org/en/act/prom_i_agroprom/dep agroprom/sensitive_products/Documents.

[2] The Order of the Prime Minister of the Republic of Kazakhstan, Minister of Agriculture of the Republic of Kazakhstan
dated January 27, 2017 No. 30 “On approval of the Rules for subsidizing the development of livestock breeding, increasing the
productivity and quality of livestock products™ with amendments of December 12, 2017, No. 490.

[3] The Code of the Republic of Kazakhstan "On taxes and other obligatory payments to the budget" with amendments and
additions as of July 21, 2017) https://online.zakon.kz/Document/?doc_i1d=36148637.

[4] Kaliyev G.A., Sigarev M 1., Nurkuzhayev Zh.M. Recommendations for improving the system of accounting and control
of the use of public funds by agricultural producers, taking into account the development of a single market of agricultural
products and food in the EAEU. Almaty: RPO "Academy of Agricultural Sciences of the Republic of Kazakhstan", 2017. 72 p.

[5] Recommendations for improving the mechanism of public support for the production and sale of products and food in
the context of the integration of the EAEU countries. Almaty: RPO "Academy of Agricultural Sciences of the Republic of Ka-
zakhstan", 2016. 46 p.

[6] Sharipov AK., Kantureyev M.T. Industrial-innovative mechanism of development of agro-industrial complex of
Kazakhstan // Issues of agrimarket. 2018. N 3. P. 7-17.

[7] Tazhibayeva R.M. The main directions of the implementation of innovation policy in agro-industrial complex of
Kazakhstan // Issues of the agricultural market. 2018. N 3. P. 38-44.




