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Abstract. This article is an assessment of the current state and analysis of
the main problems facing agriculture. The purpose of this article is to conduct a
comprehensive analysis of agriculture with an emphasis on assessing the current
state and identifying the main problems faced by the agricultural sector. This
study examined the following key aspects: the structure of agriculture, the use
of modern technologies, infrastructure, availability of financing, water supply
problems, government support and regulation. Research on these aspects can help
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in identifying the main challenges and opportunities in the country’s agriculture and
developing appropriate strategies to improve the situation in this area. The article
presents an analysis of factors influencing the development of the agricultural
sector, such as climatic conditions, government support, regulation and incentive
measures. Analysis of these factors makes it possible to understand what aspects
support or limit the development of the agricultural sector in the country, and helps
to formulate recommendations for improving conditions for agricultural enterprises,
increasing their competitiveness and sustainability. The final part of the article
contains recommendations for improving the situation in the country’s agricultural
sector, including measures to support agricultural enterprises and develop innovative
approaches to agriculture.

Keywords: agriculture, economics, financing, government support, science,
investment
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AnHoTamusi. byn makanmaga kasipri okarmaiira Oara Oepy »KoHE aybul
[IApYallbUTBIFBIHBIH - JJIBIHAA TYPFaH HETi3ri mnpoOiemanapibl Tanaay. by
MaKaJaHbIH MaKcaThl — Ka3ipri »araaipl Oaranayra )oHE arpapiiblK CEKTOPJIbIH
aJIBIHAA TYPFaH HETI3rl mpoOiiemManap/bpl aHbIKTayFa 0aca Hazap ayjaapa OTBIPHII,
aybUl IIApyalibUIBIFBIHA KEHICHII Tajjay Kyprizy. bym 3eprreyae keneci
HETI3Ti  aCMeKTiiep KapacThIPBULIBL: aybll IIAPYaIlbUIBIFBIHBIH KYPBUTBIMBI,
3aMaHayW TEXHOJIOTHSUIAPIbl Taiiiaiany, WHQPAKYPBUIBIM, Kap>KbUIAHIBIPY/IbIH
KOJDKETIMJIUTIT, CYMEH KaMTamachl3 €Ty IMpobjemManapbl, MEMIICKETTIK KOJIay
*oHe pertey. OChl aclieKTiIep Il 3epTTeyY eNJIiH aybUT MIapyallbUIbIFbIHIAFbl HET13T1
KUBIHJIBIKTAp MEH MYMKIHIIKTEp/li aHBIKTAyFa >KOHE OCHI CallaJIaFbl KaFaau]Ibl
KaKcapTy YIIIH THICTI CTpaTerusuIapibl jkacayra KeMekreceni. Makananga aybul
[IapyallbUTBIFBl  CAJIACBIHBIH JaMyblHA OcCcEp €TeTiH KIMMATTHIK JKaFjaiiap,
MEMIIEKETTIK KOJIJIay, PETTEY dKOHE bIHTATAHIBIPY IIapaapbl CHSIKTHI (PaKTOpIapIbIH
tanmaysl OepiutreH. Ochbl (akTOpiapAbl Taugay eJAeri arpapiblK CEKTOPABIH
JaMyblH KaHJAil acleKTijiep KOJJAWTHIHBIH HeMece INEKTEHTIHIH TYyCiHyTe
MYMKIHAIK Oepemi KoHE aybul MapyallbUIbIFBl KOCITOPBIHAAPBIHBIH JKaFIaiblH
KaKcapTy, oJap IbIH 0ocekere KaOUIeTTUTIr MEH TYPAKThUIBIFBIH apTThIPY OOMBIHITIA
YCBIHBICTAp/bI KATBINITACTRIPYFa KOMEKTece . MaKallaHbIH KOPBITBIH/IBI OOITiriHIe
aybUT IIApYalIbUIBIFBI KOCITOPBIHAAPBIH KOJIJAy JKOHE aybUl IIapyallbUIbIFbIHA
WHHOBAIMSUTBIK TOCUTIEPl aMBITY HIapallapblH KOca aliFaHja, eJJIiH arpaplibiK
CEKTOPBIHJIAFbI JKaFJai bl dKaKcapTy OOMBIHINA YChIHBICTAp Oap.

Tyiiin ce3mep: aybul IIapyalIbUIBIFBI, SKOHOMHUKA, Kap>KbUIAHJBIPY,
MEMJICKETTIK KOJIJ1ay, FHUTBIM, HHBECTHIIHS
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AnHoTtanus. JlaHHas cTaThs MPENCTaBISET COOOW OIICHKY TEKYIIEeTo
COCTOSIHMSI U aHaJM3 OCHOBHBIX NPOOJEM, C KOTOPBIMH CTAJIKHBAETCS CEIbCKOE
X03MCTBO. Llenpl0 JaHHOM CTAaThbU SBISAETCS MIPOBEICHUE BCECTOPOHHETO AHAIINA3A
CEJIbCKOTO XO3SIMCTBA C AKLEHTOM Ha OLIEHKY TEKYILETO COCTOSHHS U BBISBICHUE
OCHOBHBIX IPOOJIEM, C KOTOPBIMH CTAJIKUBACTCSI arpapHbIi cekTop. B xoxe maHHOTO
UCCIIeIOBaHUS OBUIM PACCMOTPEHBI CIEAYIOIIME KITFOYEBBIC ACIEKTHI: CTPYKTypa
CEJIbCKOTO X035 CTBa, HCIIOJIb30BaHNE COBPEMEHHBIX TEXHOJIOTHIA, HHPPACTPYKTYpa,
JOCTYIHOCTh (PMHAHCHPOBAHUS, NPOOIEMBbl BOAOCHAOXKEHUS, TOCYJapCTBEHHAs
MOAJIEpKKa U perynupoBaHue. McciiemoBaHue 3TUX acClEKTOB MOYKET NOMOYb B
BBISIBJIEHUA OCHOBHBIX BBI30BOB M BO3MOXKHOCTEW B CEJILCKOM XO3SIMCTBE CTPAHBI
U pa3paboTKE COOTBETCTBYIOIIMX CTPATETUH ISl YAYYIICHHUS CUTyallud B ITOU
obmactu. B crarbe mpencTaBieHbl aHANIHU3 (PAKTOPOB, BIUSIONIMX HA Pa3BUTHE
arpapHOro CEKTOpa, TAKUX KaK KIMMATHUYECKHE YCIOBHUS, TOCYdapCTBEHHAs
MOJACPKKA, PETYTHPOBAHNE M MEPHI CTUMYIHPOBAHUS. AHANU3 3TUX (HAaKTOPOB
MO3BOJISIET MOHATH, KAKUE ACTIEKTHI MOAAECPKUBAIOT WM OIPAHUYMBAIOT Pa3BUTHE
arpapHoOro CEKTopa B CTpaHe, W TOMOTaeT (OpPMHPOBATH PEKOMEHIAIUH II0
YIIYYLIEHUIO YCIIOBHM Uil CEJIbCKOXO3SIMCTBEHHBIX MPEANPUATHI, MOBBIILIECHUIO
WX KOHKYPEHTOCIIOCOOHOCTH W YCTOWYMBOCTH. 3aKITIOUUTENIbHAS YacTh CTAThU
COZIEPKUT PEKOMEHIALIMU T10 YIIYYLIEHUIO CUTYalluu B arpapHOM CEKTOPE CTPaHBbI,
BKJIFOYAsi MEPHI T10 MOAJEPIKKE CEIbCKOXO3SIICTBEHHBIX MTPEIPHUITHIA U pa3padoTKe
WHHOBALMOHHBIX TIOJIXOA0B K CEJILCKOMY XO3SMCTBY.

KiroueBble cj10Ba: CEnbCKOE XO3SMCTBO, YKOHOMUKA, (PMHAHCHPOBAHHE,
rOCyIapCTBEHHAS NMOIJEPHKKA, HAyKa, NHBECTUIUU

Introduction

Agriculture is one of the key sectors of the economy and the basis for ensuring food
security.

As part of the further development of the industry, Head of State Kassym-Jomart
Tokayev has set strategic goals to increase production volumes and increase the added value
of domestic agricultural products.

Agriculture is one of the important growth sources of long-term sustainable
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development of the state, diversification of the economy and improvement of the standard
of living of the population.

The country has enormous agricultural potential due to its large area and significant
resources. For decades, the government has spent a lot of money on the development of this
sector of the economy through various strategic development programs. Despite government
support for agriculture, the agricultural sector is growing slowly and remains inefficient and
uncompetitive. (Gafiyatova, 2018.).

Materials and methods

In summary, general scientific methods have become methodological research:
systemic, differential, flexible and functional analysis that makes it possible to control farm
management as a complex, integral, comprehensive system.

Results and discussion

According to the National Bureau of Statistics, by 2021, the share of agriculture
in the country’s gross domestic product will be between 5.4-5.2 %. For almost 1 million
people, agriculture is the main type of employment (taking into account the coefficient of
nepotism - for 3—4 million people).

Table 1 - Gross output of agricultural products (services) by region

The Republic of Kazakhstan

2021 2022 2023
Abay

6334 668,8 7515433,5 9481 179.8
Akmola _ - 488 711,3
Aktobe 6721127 740 6214 1.092 419.6
Almaty 3252262 374 972.5 456 116,1
Atyrau 964 665.8 1 088 280,1 770 616.5
West Kazakhstan 855715 112 945.8 134 799.8
Zhambyl 197 401.7 242 007.1 300314,3
Zhetisu 391 371,0 478 134,7 579 027,6
Karaganda _ - 501911,8
Kostanayskaya 383 7293 493 4432 4804109
Kyzylorda 592 478.5 604 597,8 1020 144,1
Mangystau 143 554,0 170 840,0 187 164,1
South Kazakhstan 19 041 4 21 668.3 28 691,5
Pavlodar
North Kazakhstan 300 144.2 428 193.7 517 466.4
Turkestan 777 134.7 899 984.5 1173 602.8
Ulytau 743 880,5 9310429 1051 648,1
East Kazakhstan _ _ 103 718,4
Astana 691 267,4 875 640,5 544 678.3
Almaty city 497.1 503.1 570,1
Shymkent 7812.0 8 059,5 50633
The Republic of Kazakhstan 36 780.7 44 4982 44 104.9

Table 1 shows the stability of the domestic agricultural sector
The growth rate of the total production of agricultural products (services) in 2023
was 9,481,179.8 thousand tenge. However, this sector of the economy continues to have low
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productivity (Zadvorneva, 2018.).

Labor productivity in the agricultural sector, calculated as value added per worker,
is very low. Despite growth in absolute terms, indicators traditionally lag behind the average
for the economy (Figure 1).

15000

10000 | l
5000 I 2023
0 2022

Production of 2021

goods Production of
services Agriculture

N 2021 ®2022 2023

Figure 1 - Labor productivity in agriculture, thousand tenge

In accordance with Figure 1, at the end of 2023, labor productivity in the country’s
agriculture was 5.2 times lower than in the production of goods and 3.1 times lower than
in the service sector. There is a decline in the share of people employed in agriculture. This
indicator from 2020 to 2023 decreased from 28.5 to 25.7 % of the total number of employed
in rural areas or by 106.3 thousand people.

The main reason for the low labor productivity in agriculture is the low dynamics
of entrepreneurial activity in this sphere. Today, private enterprises in agriculture are largely
dependent on state support and do not seek survival through competition. (Gusakov, 2007.)

Agricultural producers have great confidence that the state will always
provide financial support, even in the most favorable times. Since the principles
of state support for agriculture always allow less productive farms to remain in the
sector, a process of “creative destruction” occurs in which less productive farms
withdraw from the market and new, more productive agricultural producers emerge.
and a development not observed in this sector.

Other reasons for low labor productivity in industry include inadequate
technical equipment, low level of education and improper use of modern agricultural
methods. Thus, the service life of 70% of existing equipment is more than 10 years,
and the level of fleet renewal remains low. Among agricultural workers, only 28
% have a university or postgraduate education; Not to mention basic agricultural
knowledge. In the production, specific elements of agriculture, plant protection
products, animal care requirements are not sufficiently fulfilled. (Sultanova, 2018.)

The structure of agricultural commodity producers, represented mostly
by small-scale production, significantly limits the possibilities for solving these
problems. In addition, as already mentioned, poor agricultural infrastructure,
including poorly maintained road networks and lack of modern irrigation systems,
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also contribute to low productivity in the agricultural sector. Fixed capital investment
in agriculture, forestry and fisheries in the current year amounted to 854.7 billion
tenge, an increase of 18.3 % compared to the previous year. (Table 2).

Table 2 - Index of physical volume of investment in fixed assets by region (as a percentage of the
corresponding period of the previous year)

2021 2022 2023
The Republic of Kazakhstan 97,8 100,1 118.,4
Abay - 99,0 100,1
Akmola 89,2 121,2 97,0
Aktobe 97,0 106,9 101,8
Almaty 1014 99,6 95,8
Atyrau 106,4 101,8 84,2
West Kazakhstan 1043 1134 103,7
Zhambyl 101,5 107,4 106,8
Zhetisu - 102,4 87,2
Karaganda 101,9 102,0 84,7
Kostanayskaya 84,0 147,4 102,0
Kyzylorda 100,8 102,2 77,4
Mangystau 104,1 111,3 99,4
Pavlodar 111,6 100,7 100,3
North Kazakhstan 87,9 112,3 103,1
Turkestan 101,6 101,0 100,3
Ulytau - 99,6 100,2
East Kazakhstan 105,7 103.4 100,1
Astana 127,8 91,7 97,0
Almaty city 93,8 59,0 101,8
Shymkent 101,8 90,2 95,8

According to Table 2, the main grain-growing regions, such as Akmola, Kostanay
and North Kazakhstan regions, continue to make a significant contribution to the agricultural
sector, sending 329.2 billion tenge to the industry.

The structure of investments is dominated by investments in the cultivation of
annual and perennial crops (63 %), as well as in livestock farming (23.6 %), which confirms
the strategic direction for the development of these subsectors. Increasing investment
contributes to the modernization of agricultural production, increasing productivity and
product quality (Khodos, 2019.).

The government actively supports the agricultural sector by implementing programs
of government subsidies, loans and crop insurance. These measures are aimed at stimulating
production and improving the competitiveness of agricultural products in the domestic and
international markets.

An important task of improving financial support for agricultural producers is to
ensure equal access to state support, because it is known that not all producers have access
to certain programs: small businesses and private producers are often limited to this type of
financing.

The agricultural sector of the country is mainly dependent on government subsidies.
The OECD estimates that total fiscal support for agriculture in 2022 will be around US$1.7
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billion, or 0.8 percent of GDP. Since 2020, support levels have increased and their share in
GDP has decreased; This reflects faster GDP growth relative to fiscal spending following the
economic recovery following the COVID-19 pandemic

(Figure 2).
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Figure 2-Budget support for agriculture (2021-2023), million US dollars

According to the OECD, subsidies to producers in the state amounted to 4.5
% of gross economic income between 2021 and 2023. Among them, the share of
transfers to the most market-distorting producers (especially those who supported
market prices and unrestricted use of variable resources) averaged 59 % during this
period.

Many studies have begun to be conducted on the dissemination of the
successful experience of the North Kazakhstan region in the implementation of large
industrial projects in the agro-industrial complex through social entrepreneurship
companies (Saginova, 2019).

100 billion tenge has been allocated for these purposes, which will allow to
finance the construction of 65 commodity dairy farms and, as a result, to increase the
volume of milk production by at least 373 thousand tons. It is planned to allocate an
additional 100 billion tenge for the implementation of the program in 2024.

In the North Kazakhstan region, in the Akkaiyn district, a new dairy farm for
400 heads was launched. 1.2 billion tenge were invested in the project. The launch of
the farm became possible thanks to a pilot project for preferential financing through
the Soltustik SEC.

On the instructions of the head of state, large-scale implementation of the
«Village Deposits» program, aimed at increasing the income of the rural population
through the development of agricultural cooperation, has begun. In 2023, 100 billion
tenge were allocated for these purposes. As a result, it is planned to provide 17
thousand small loans, which will allow to create about 18 thousand new jobs. In
total, 11,300 small loans for 69.4 billion tenge were granted today.

Today, within the framework of the project, more than 400 agricultural
cooperatives have been established in all regions of the country y, uniting personal

364



Reports of the Academy of Sciences of the Republic of Kazakhstan

subsidiary plots, peasant and farm enterprises, as well as processing enterprises.

Unused and illegally registered agricultural lands are being returned. In 2023,
4.6 million hectares were returned to state ownership, and only 10 million hectares
at the beginning of 2022. Given the seriousness of the pasture shortage problem,
the returned lands are being distributed among suitable settlements, prioritizing
the needs of farmers. (http://www.oecd.org/eurasia/competitiveness-programme.
11/14/2018.)

In the Kokpektinsky district of the Abay region, the construction of irrigation
systems was completed on an area of 1,543 hectares, 17 sprinklers were installed
to irrigate 960 hectares of grain crops. The total cost of the project was 1.5 billion
tenge.

Thanks to state support, the flow of investment into the sector is increasing.
Since the beginning of 2023, 207 investment projects worth 164.5 billion tenge have
been launched in the domestic agro-industrial complex.

- In the Kostanay region, mare’s milk powder production with an annual
capacity of 40 tons of product has been put into operation. The total cost of the
project is 10 billion tenge.

- Also in the Kostanay region, the Turkish company Arbel Bakliyat has
implemented a project for the processing of full-cycle legumes with a capacity of
up to 1,000 tons per day. The volume of investments initially amounted to 4 billion
tenge, but later increased to 9.4 billion tenge.

- In the Northern Kazakhstan region, a new, innovative 4th generation
greenhouse complex has been put into operation, where it is planned to harvest
about 3 thousand tons of tomatoes, cucumbers and lettuce per year. The cost of the
project is 7.2 billion tenge.

- In the Akmola region, a project for the production of gluten-free oat flakes
worth more than 2.5 billion tenge was implemented together with the Swiss concern
Buhler. The capacity of the plant is 2 tons of product per hour. The enterprise includes
areas for receiving, drying, cleaning and storing raw materials.

- A vegetable storage facility with a capacity of 10,000 tons of products was
opened in the Pavlodar region, the cost of the project is estimated at 1.8 billion tenge.
This year, 6 vegetable storage facilities with a capacity of 65 thousand tons were put
into operation in the Pavlodar region - The construction of a grain storage facility
with a capacity of 12 thousand tons in the East Kazakhstan region was completed,
the project cost is 1.2 billion tenge

- The largest meat processing enterprise in the North Kazakhstan region,
Emc Agro LLP, reached a capacity of 15,000 tons of finished products per year. The
total amount of the project is 11.5 billion tenge.

In general, at the end of 2023, 855 billion tenge were attracted to the
agriculture of the republic (11 % more than last year), and 130 billion tenge to food
production (an increase of 9.5 %).

About 500 billion tenge have been allocated from all sources to subsidize the
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agro-industrial complex.

The subsidy system was reorganized. All regulations have undergone targeted
changes in accordance with the recommendations of the Anti-Corruption Service
aimed at reducing the risks of corruption.

A Unified State Subsidy Information System, free for farmers and integrated
with all state databases, has been introduced. Waiting lists have also been introduced
to ensure that small and medium-sized farms have access to subsidies.

For the first time, a provision was added to the general subsidy rules to
allow greenhouse farmers to subsidize electricity, gas and coal costs when growing
vegetables indoors during the off-season. At the end of December, subsidies were
given to farmers’ greenhouses in the Turkestan region.

In 2023, in the Turkestan region, the area of intensive horticulture was
increased to 5,405 hectares. Thanks to the introduction of new technologies,
productivity increased fivefold - from 60—70 quintals to 300-350.

Thanks to the establishment of vegetable reserves in stabilization funds, the
signing of memorandums of understanding with commodity producers, and state
support measures, it became possible to stabilize the increase in the price of socially
important food products. According to the results of 11 months, the inflation of food
products was 7.5 percent.

461.6 billion tenge loans were granted to agricultural organizations through
Baiterek National Bank Holding JSC; 318.6 billion tenge of it came through “Agrarian
Credit Corporation” JSC, 143 billion tenge came through “KazAgroFinance” JSC.

In the Rulikha farm in the Shemonaikha district, thanks to a loan from the
Agrarian Credit Corporation JSC, they purchased 600 heifers of the Holstein breed,
known for their high milk yield. Each cow produces more than 30 liters of milk per
day with a fat content of 4.5 %.

A warehouse with a capacity of 6,000 tons of vegetables was put into operation
in Kostanay region with the funds received from “Agrarian Credit Corporation”
JSC. The warehouse is equipped with modern refrigeration and ventilation facilities.

Taking into account the difficult weather conditions this year, the Government
has undertaken various measures to provide additional support to domestic farmers
on the instructions of the Head of State:

explanation

side panel

Activity

Recorded

- More than 3.7 billion tenge were allocated from state reserves to compensate
farmers affected by drought in Zhamby]l region;

- 62.5 thousand tons of discounted diesel fuel at 250 tenge per liter, 15 percent
lower than the market price, was allocated for grain drying;

- Financial institutions of “Baiterek™ holding carry out loan operations to
issuers without penalty;
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- 120,000 tenge for 3-type wheat and 105,000 tenge for 4-type wheat
determined at the market level for farmers;

- 31.3 billion tenge were allocated from the state reserve and this amount will
be used directly for the purchase of 350 thousand tons of wheat;

- About 400,000 tons of seed stock was prepared for soft wheat.

Thus, the state has allocated approximately 1.2 trillion tenge for the
development and support of the agricultural sector in 2023. The generally adopted
measures will improve the financial situation of farmers and allow them to prepare
for the sowing campaign in time (http://adilet.zan.kz/.12.02.2020.).In the context
of harsh trends of globalization, open scientific and technological competition and
climate challenges, further development of agriculture without science is impossible.
This concerns the development of mechanisms for introducing technologies in
priority areas of development: biotechnology, gene modeling, resource conservation.

According to the Food and Agriculture Organization of the United Nations,
in 2050 the world’s agriculture will need to produce about 70% more food than it
currently does. To increase the yield and quality of food, it is also necessary to use
digital intelligent technologies.

The state pays close attention to the development of agroscience. Thus, since
2018, funding for science in the agricultural sector has been increased more than
2 times - to 14.4 billion tenge. Part of these funds was allocated to the work of
23 scientific institutes, as well as research into new agricultural crops. Domestic
agricultural research institutes and experimental stations own about 159 thousand
hectares of land. According to forecasts of experts from the Ministry of Agriculture,
with the rational use of these lands, the republic can receive up to 10 billion tenge.
Moreover, these will be funds received specifically from the activities of the research
centers and experimental stations themselves. And this is already a question of
commercialization of the entire agricultural sector

The main tasks of the agrarian policy carried out in the country are introduction of
new techniques, innovative technologies and approaches to agriculture; Creation of agro-
industrial diversity by increasing the processing of agricultural raw materials using the
accumulated world experience. The current state of new technologies in the agro-industrial
complex does not ensure stable growth of agricultural production and does not correspond
to the required level of development and the introduction of new types of products, thereby
bringing them to a higher level. competitiveness.

The presence of ecologically clean areas creates favorable conditions for the
development of organic agriculture. More than 70 percent of the land in our country is
suitable for growing organic products. And for the more effective development of this
industry, it is necessary to take government support measures for researching farms, training
personnel, creating certification warehouses for organic product producers, because this is
associated with high costs.

In the conditions of increased competition due to the accession of Kazakhstan to
the WTO, the development of organic agriculture allows the existence of many private
secondary and small farms.

Main tasks of agricultural sector development
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Kazakhstan has enormous untapped agricultural potential, and the authorities have
the financial resources to support rapid agricultural development and prioritize development.
This industry is considered the pillar of socio-economic development of Kazakhstan.

However, despite such potential and powerful government support, today the
country’s agriculture is developing at a very slow pace and still remains an inefficient
and uncompetitive sector of the economy. As described earlier, the country’s agricultural
sector is extremely heterogeneous in terms of farm structure and productivity. From an
entrepreneurial development perspective, the status of agricultural households in this sector
is highly questionable.

One of the urgent problems in the development of agriculture is the very low rate
of entrepreneurial activity in this field. This means that the percentage of new and efficient
agricultural producers replacing old and inefficient ones in the sector is very low. For this
reason, the competitiveness and efficiency of the sector is significantly lower compared
to developed countries. Today, private enterprises in agriculture are mainly dependent on
government support and do not seek to survive through competition. Local producers of
agricultural products have great confidence that they will always receive financial support
from the government even in the most unfavorable times.

According to the best world practice, private ownership of agricultural land and
the development of the market for its purchase and sale is a necessary condition for the
development of effective and competitive entrepreneurship in agriculture. But instead of
dealing with the unclear and corrupt land relations in rural areas, the authorities have limited
land reform, which, in our opinion, is one of the main obstacles to the proper development
of agriculture in the country. As mentioned above, in our opinion, past and present state
approaches to support agricultural development are non-market in nature and this is the
main reason why this sector of the economy has a very weak growth rate in terms of GDP.
and productivity. and competitiveness.

In terms of fiscal policy, agriculture in the country has, on the one hand, a large
share of the informal economy and significant tax advantages, and on the other hand, large
public funding, resulting in deep subsidization of the sector. In such a situation, agriculture
can never be the main pillar of social and economic development of our country.

Agriculture is the largest consumer of water resources in the country. About two-
thirds of the total water withdrawn is used for irrigation in agriculture, while 11-15 percent
of the water used is lost during transportation due to old infrastructure and low rehabilitation
costs.

Recommendations for the development of the agricultural sector

New ways of state support for agriculture are needed

In our opinion, it is necessary to reduce and redirect the ineffective state support that
destroys market relations in agriculture. Instead of inhibiting the development of the private
sector, public spending and investment should be focused on encouraging competition and
efficient private entrepreneurship in agriculture. The government should focus on creating
a business environment that encourages entrepreneurship, private investment and business
dynamism, where inefficient businesses are quickly replaced by productive businesses. Market
mechanisms for redistribution of capital and labor resources should operate automatically in
the sector. Almost all state subsidies should be directed to projects aimed at the development
of infrastructure and human capital in agriculture. There are many studies showing high
economic returns on public investments in agricultural innovation, water management,
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roads, markets and other infrastructure, direct subsidies to agricultural producers that distort
market mechanisms. Government support in the form of R&D funding, extension services,
technology and know-how transfer provides some of the highest performance indicators of
all public investments in rural development.

In terms of fiscal policy, agriculture in the country has, on the one hand, a large
share of the informal economy and significant tax advantages, and on the other hand, large
public funding, resulting in deep subsidization of the sector. In such a situation, agriculture
can never be the main pillar of social and economic development of our country.

Agriculture is the largest consumer of water resources in the country. If about two-
thirds of the total water is used for irrigation in agriculture, 11-15 % of the used water is
lost during transportation due to old infrastructure and low costs of modernization (Stukach,
2019.).

Recommendations for the development of the agricultural sector

New ways of state support for agriculture are needed

There is an urgent need to independently assess the impact of state support on market
mechanisms and competition in the country’s agro-industrial complex. In our opinion, the
role of the state in the development program of the agro-industrial complex should be limited
only to measures aimed at eliminating the so-called “market failures”.

Such an assessment should address the following questions:

1. Will this government action improve or worsen competition and market
mechanisms in agriculture?

2. What market failures does this measure target?

3. Will this measure address market failures permanently without further government
involvement or assistance (i.e., is this measure a structural change)?

It is important to end the import substitution policy (food self-sufficiency policy)
in agriculture. From the point of view of food security, we believe that the government’s
main concern should be the ability of the poor to pay for food. The country has an open
economy and reliable foreign trade links, so physical availability of food is not a problem
for residents. That is, the government needs to reorient import substitution and protection
measures for domestic agricultural producers in order to expand the export of competitive
agricultural products. The main thing is to ensure that the volume of food exports of the
country significantly exceeds the volume of imports. Agriculture should specialize only
in products that the state can compete in the foreign market. There is no need to produce
products that cannot compete with cheap and high-quality imports. If another country
subsidizes the price of imported agricultural products, there are tariff measures allowed by
the WTO.

Agricultural tax reform

Officials in the country have repeatedly said that agriculture should replace
the oil industry and become the new driver of economic growth. However, as we
have already mentioned, in terms of income and expenditure of the state budget,
the aid received from the state to the agricultural sector is much more than the tax
paid. At the same time, the reduction of taxes in agriculture did not lead to the
development of agriculture at the required level.

In our view, aligning agricultural taxes with the manufacturing sector would
be a preferable policy. Both manufacturing and agriculture are the dominant industries
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in the country and there is no reason to treat agriculture taxation differently. In order
to solve the problems of tax evasion in agriculture, it is necessary to speed up the
process of bringing everyone under the same declaration of income and expenditure.

Improving access to finance in the agricultural sector

The main problem that significantly influenced the expansion of market
lending to agriculture is the state’s lending to farms at a rate lower than the market rate.
Moreover, concessional loans represent unfair competition for the government and
lead to the perception of unfair market interest rates among agricultural producers.

As we have stated many times, we believe that lending to businesses and
the public at below-market interest rates, especially loans from development
institutions, should be stopped immediately. But we do not want the state to stop
helping businesses. If the state wants to support a certain sector of the economy with
cheaper financing, it supports it without disrupting market relations in the financial
system. For this, the Damu Fund needs to subsidize the market interest rate directly
from the state budget to the borrower.

Banks and development institutions should only borrow and lend on market
terms to avoid distortions of competition and market pricing in the financial system.
In this case, the borrower aims to get loans from banks and state development
institutions only at the market rate. In such a situation, banks may replace agricultural
development institutions and compete with each other to provide better conditions
for agricultural producers. However, it should be remembered that such a system
cannot achieve the desired result without a market for the purchase and sale of
private property and agricultural land. Because land is the most important asset for
producers of agricultural goods, and it is necessary to actively use agricultural land
as collateral. market financing.

It is necessary to strengthen cooperation with neighboring countries on the
use of water resources.

Taking into account the climatic conditions, water shortage is one of the most
important problems in the country’s agriculture. It should also be noted that more
than 40 percent of the state’s water potential is made up of external water resources
of Russia, China, Uzbekistan and Kyrgyzstan. In such cases, it is important to
improve water infrastructure and promote water conservation, as well as strengthen
cooperation with neighboring countries to share water resources. Countries should
develop and implement coordinated action plans based on equitable and efficient use
of transboundary rivers and lakes. Regional structures dealing with water issues also
require the trust of stakeholders. At the interstate level, concrete steps are needed to
strengthen cooperation in the water sector in order to create favorable conditions for
increasing the water and energy security of the region.

Conclusions

Agriculture is the core sector of the country’s economy. And although
agriculture accounts for 4.4 % of GDP, 14 % of the country’s working-age population
works in agriculture, and 7.7 million Kazakhstanis (or 42 % of the country’s
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population) live in rural areas.

If we take into account external objective conditions and internal threats that
cause strategic, production and financial risks, it is possible to create an efficient
agricultural market with stable production and profitable farms.

The main principles of the economic mechanism of agricultural stability:
determination of competitive advantages of domestic agricultural production;
reducing the impact of external threats; efficient use of resource potential of
agricultural structures; Constant monitoring of financial indicators and relationships
of commercial organizations, making effective decisions.

The economic stability of agriculture should be understood as the provision
of expanded reproduction through a scientifically based system of regulation of state
support to the country’s agro-industrial complex, effective development of the use of
resource-saving and economically safe technologies.
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