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TRANSFORMATION OF THE SYSTEM FOR
THE STATE SUPPORT TO RUSSIAN AGRICULTURAL PRODUCERS
IN THE CONDITIONS OF THE WTO

Abstract

In the article the necessity of transformation of the system of state support of agriculture of Russia and
its regions after WTO accession. The estimation of the achieved level of implementation of indicators of food
security Doctrine of the Russian Federation. Approaches and principles of reforming budgetary support for
agriculture, with position limits of its total volume, and position changes directions subsidies. The conclusion
is that we must build a new system of state support of agricultural producers, taking into account international
requirements. The features of state support of agriculture at the level of individual region Saratov region.
Showed a trend of change in the ratio between “yellow” and “green” baskets WTO in the regional program of
development of agriculture and agricultural markets for the period from 2013 to 2020.
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AHHOTauuA

B cratbe obocHoBaHa HeOOXOOUMOCTb TpaHcOpMaLUN CUCTEMbI FOCYAAPCTBEHHOW MNOAOEPXKKM
CenbCcKoro xo3sancTea Poccumn n ee pernoHoB nocrne Betynnenns B BTO. [JaHa oueHka JOCTUTHYTOMY YPOBHIO
BbINONHEHUs1 NokasaTtenen [JOKTpMHbI NPO4OBOMNBLCTBEHHOW 6e3onacHocTn P®. CdhopmynmnpoBaHbl noaxoabl
N NpUHUMNbI pechopMmpoBaHns BIOOXKETHON NOOAEPXKKM CEMNbCKOro XO3ANCTBA, Kak C MO3ULMK OrpaHNYeHuns
ee obLero o6bema, Tak U C NO3MLMN U3MEHEHWST HaNpaBneHun cybcmampoBaHus. CaenaH BbIBO4 O TOM, YTO
HeobXo4MMO BbICTpPaMBaTb HOBYH) CUCTEMY rOCYAapCTBEHHOW MOAAEPXKKM CEMNbX03TOBapOnpou3BoanTenen ¢
y4yeToM MexayHapoaHbix TpeboBaHuii. OnpeneneHbl 0COOEHHOCTU rOCy4apCTBEHHON NOAAEPXKKM CEITbCKOro
XO3AMNCTBA Ha YPOBHE OTAenbHOro pervmoHa — CapaToBckon obractu. BeisBneHa TeHAEHUUS K U3MEHEHMIO
COOTHOLLEHUSI MEXOY «KEenTom» n «3eneHom» kopsmHamu BTO B pervoHanbHOV nporpaMmme pasBuTUS
CENbCKOro X034MCTBa N CENbCKOX035IMCTBEHHBLIX PbIHKOB Ha nepuog ¢ 2013 no 2020 rogbi.

KnroueBble cnoBa: rocygapcTBeHHasi NMopAepkka, cenbckoe xo3anctso, BTO, CapartoBckas obracTtb,
TpaHcopmauus, cybenanpoBaHue.

AHpaTna

Makanaga Pecenn MeH OHbIH, eHipnepiHiH, [JCY¥-Ha KipyiHEH KeRiH aybin LapyallblfiblifblH MEMMEKETTIK
Kongay >XyrWeciH TpaHcopmaumanayablH KaxeTTiniriHe Herizgeme kenTipinreH. PO A3bIk-Tynik Kayincisairi
OOKTPUHAChl KepCETKILUTEPiH OpblHAAyObIH KON >KEeTKi3inreH OeHreniHe Oara OepinreH. Kannbl KenemiH
LLEeKTey XafblHaH [a, CoHAan-aK kapaxaTTaHOblpy OafbiTblH ©3repTy afblHaH Aa aybifl WapyalblfbiFbiH
OromKeTTIK Konpgayabl pedopmanaygblH Tocingepi MeH karmgatTapbl KanbinTacTblpbinFaH. Xanblikapanbik
TananTapabl ecKkepe OTbipbiN aybil LUapyallbifbifbl TayapnapbliH eHAipyLwinepai MemnekeTTik KonaayabiH,
XaHa XXyMeCiH KanbInTacTblpy Kepek ekeHi TyXbipbiMaanabl. XXeke eHip — CapaToB 06nbICbl AeHreniHae aybin
LWapyallbinbiFblH MEMIEKETTIK konaayablH epekweniktepi aubiktangbl. 2013-2020 >xbingapbl apanbifbiHAa
aybif LWapyalwbinbIifbl MEH aybif LWapyallbinblK HapblFblH AaMbITy eHipnik 6argapnamacbiHgarbl OCY¥-HbIH
«Capbl» XoHe «Kacblf» KOPXXbIHbl apacblHAafFbl apa-KaTbIHACTbI ©3repTy OeTarnbiCbl aHbIKTanabl.

Tipek ce3nep: MemnekeTTik Kornaay, aybinbl Wwapyawbineifbl, JC¥, CapatoB 0bnbiCkl, TpaHchopmaums,
KapaxaTtTaHablpy.
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OKOHOMWUKAHDbIH AIrPAPIbIK CEKTOPbIH XXAHFbIPTY
MOJEPHU3ALUNA ATPAPHOIO CEKTOPA 3KOHOMWKU
MODERNISATION OF AGRARIAN SECTOR OF ECONOMY

In the recent years the state support to agro-industrial complex has grown steadily, that enables
Russian agriculture to literally “revive” in many branches (the production of pork, grain, milk etc.).
During the implementation of the National Priority Project “Development of the Agro-industrial
Complex” and the State Programme “Agriculture Development and Regulation of the Markets for
Agricultural Products, Raw Materials and Food for the period 2008-2012” significant positive changes
took place in the sector. There is a tendency of increase in efficiency of agricultural production and
labour productivity as well as agricultural production indexes. In 2011 previous volumes exceeded:
the grain production increased by 34% (about 26 min. tons higher), the meat production grew up
by 20%. Russia has become a grain net exporter and ranks among the three top wheat suppliers to
the world market. Last year the grain export volume exceeded 22 million tons. It was estimated that
despite unfavourable natural and climatic conditions over the last three years Russia will produce
about 125 million tons of grain and will export about 40 million tons during 10-15 years. '

The state support also helped the agriculture to overcome negative effects of 2008 crisis. In 2005
the budgetary support amounted to 20 milliard (billion) roubles, in 2006 — 38 billion roubles, in 2010 it
was 108 billion roubles, and in 2012 — 137 billion roubles. The upcoming volume of the budget support
for the agriculture development in 2013 and 2014 will amount to 138 milliard roubles and for 2015 —
152 milliard roubles. Moreover, as a result of adaptation problems to WTO accession the government
of the Russian Federation decided to subsidize agricultural producers with supplementary 14 milliard
roubles.

Significant changes were observed in the animal husbandry. The meat industry evolved favourably
over the period 2006-2011. Livestock and poultry for slaughter amounted 42.5%, poultry production
increased by 96.3%, and pork production — by 42.9%.2 Over 1,200 new and modernized complexes
were put into operation (674 — in pork production, 404 — in poultry, and 189 — in cattle breeding). To
support meat industry the programmes for development of swine-breeding, poultry, cattle-breeding
and primary cattle processing are realized. Significant regional programmes exist. Investments in 44
regional programmes for meat production amounted to 2.3 milliard roubles in 2011.

Positives trends are also observed in providing the population with food according to the adopted
Doctrine of Food Security of the RF (Table 1).

Table 1 The achievement level for target figures of the RF Food Security Doctrine®

Commodities threshold value Actual value in 2011
grain No less than 95 126

sugar No less than 80 56

vegetable oil No less than 80 82

meat No less than 85 71

dairy products No less than 90 83

fish No less than 80 77

potatoes No less than 95 102

white salt No less than 85 59

The country is almost 100% self-sufficient in the important agricultural commodities (grain,
vegetable oil, milk and dairy products, and potatoes).

Obviously, the most vulnerable items for the food safety, which need to be protected, are sugar,
meat and meat products, as well as salt.

At the same time the terms of Russia’s accession to the WTO could threaten the progress in agricultural
development and the country’s self-sufficiency because undertaken obligations in the field are rather
difficult and painful for the agrarian sector.

Russia’s commitments are determined firstly, by common rules for the WTO members; secondly,
by obligations agreed as a result of negotiations between the applicant-country and the real
members both on bilateral and multi-lateral bases (64 WTO members or 78 countries participated in
the negotiation with Russia about terms of its accession). The following key issues were discussed:
market access, domestic support for agriculture, export competition and phytosanitary measures.

" Skrynnik E. New stage of agricultural development in Russia . — Russian Agricultural Economics. — 2011. — Ne 11. p.10
2 Central statistics data base —http://www.fedstat.ru/indicators/start.do
3 Central statistics data base http://www.gks.ru/dbscripts/cbsd/DBinet.cgi
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In September 2010 during the meeting of the Russian delegation with the Kern group and the US
representatives the parties came to an agreement that under WTO accession Russia is to reduce
government subsidies two-fold for rural development since 2013. Before 2012 the state support level
for agribusiness was maximal $9 billion per year and remains the same, and from 2013 up to 2017
it will decrease to $4.4 billion according to the chart (Fig.1). Moreover, it was declared that we meet
the requirement of the WTO in the lack of export subsidies.

Russia’s competitiveness risks under WTO accession are caused at least by three external factors:

terms of the WTO accession for new members are much more severe than requirements of trade
liberalization for Members;

2012r. 2013r. 2014r. 2015r. 2016r. 2017r. 2018r. 2019r. 2020r.

Figure 1 State subsidies reduction, $ billion.

—WTO disciplines do not provide special prescriptions for transition economies, which are
overcoming domestic crisis;

— Simultaneous state support reduction, trade liberalization and subsidies cut have negative
effects on producers, budget and food security of the country.

There also exists another significant internal circumstance, which implies for intensive domestic
support under the WTO rules as well as for transformation of the support forms and methods at both
federal and regional scales. Russia’s labour productivity is considerably lower than in developed and
many developing countries.

Thus, labour productivity rate in Russia’s agriculture is 41 times less than in Island, 22 times less
than in the USA, 20 times — than in Canada and 3.4 times - than in Argentina.

The current situation in Russian agrarian complex is predetermined by many objective reasons and
farming practices connected with natural and climatic risks, with vast arid territories as the most part of
agricultural commodities are produced in the zone of unfavourable conditions. The lands of the 17 Federal
subjects are affected by desertification. The total area of desertificated lands is 60 million hectares,
grazing lands in arid zones making a large share.

To encourage competitiveness of Russian farmers in such conditions a special attention
should be paid to the state support strengthening, finding new diverse forms and methods
at federal and regional levels according to the WTO rules and regulations. Speaking about
reduction of state support under the current WTO requirements one should bear in mind that this
measure imposes restrictions only on such kinds of the support, which the organization considers
trade distorting factors, but not on the whole support. Importantly, the WTO does not “encroach”
upon the “green box”. Each state gives information about its own green box, but does not agree to
reduce it. There is such a green box in Russia as well, though a restricted one.

To gain maximum benefits from the WTO joining the domestic agrarian policy measures are to be
directed for searching and providing the whole spectrum of the support mechanisms allowed in the
WTO framework. At the same time the green box is not bound by reduction commitments!

Under the WTO accession it is necessary to consider how best future state support should be tailored
to deliver a sustainable agrarian sector taking into account international demands.

At present over a hundred targeted federal, departmental and regional programmes are being
implemented which benefit rural development, enhance agriculture and its branches, food and
processing industries as well.
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The old theoretical and methodological approaches to the agrarian sector assistance should be
transformed. The transformation is to be realized in the following main directions:

First, such criteria of the support resources allocation as sufficiency of budgetary funds,
preventivity, priority in allocation, consideration of regional features should be “tested” by
the world generally accepted regulations in the agrarian sector (amber or green boxes for support
measures) ;

Second, it is necessary to liquidate discrepancies among certain provisions in federal, regional
and departmental programmes targeted for social rural development and agriculture development
and the rules vested in the Agreement on unified regulations for agriculture support, ratified by Ne177-
Federal Law of 11 June 2011 “About ratification of the Agreement on unified rules for agriculture
support”;

Third, it is advisable to modify the current support system for the agrarian sector and to increase
the number of measures that fit in WTO green box; this consequently is intended at reformatting
irrationally spent subsidies?. Proposed measures should be strictly differentiated between policies
that are not restricted and restricted by the trade agreement. Today actually there is no mechanism
for measures transformation according to the WTO regulations at every level of target support
programmes;

Fourth, it is necessary to work out an adequate to new realities mechanism for measures which transfer
money to agricultural producers. As V.V. Kozlov points out in this connection, ‘Russians are in for
finding new approaches to develop federal and regional programmes for the state support to agro-
industrial complex; it is senseless “to make a carbon copy” of them as it used to be in the past; it is
also high time to understand that each Federal subject must have its own programme for agrarian
complex development’.

There should be more changes in those institutional structures that are responsible for providing
a certain producer with monetary support in a certain region.

Alongside with the WTO requirements it is essential to consider terms and requirements of the
Customs Union of Russia, Kazakhstan and Belarus in the process of development of the state
funding system for agriculture. Peculiarities of the single economic space of the three CIS countries
undoubtedly influence the development dynamics of particular agriculture branches and force Russian
producers to increase their competitiveness, especially in meat, milk and beet sugar production.

Therefore, issues of the budgetary support to Russian agriculture after WTO accession are of
increasing importance both from the point of view of subsidies total volume reduction, and change
in subsidies directions.

It is notable that the current system for Russian agricultural support demonstrates predominance
of such forms and methods that are restricted or prohibited under the WTO agreement (amber box
measures). In crop production the following measures fit in the amber box:

— subsidies for partial compensation of expenses to buy mineral fertilizers, pest and disease control
measures, purchase of equipment to produce and process crops, for electricity costs, operating
costs per one hectare of cropland;

— state support for crediting plant growing sector, plant processing, including subsidies for partial
reimbursement of interest payments on short-term bank loans, on investment credits for crop
production development, etc.

With respect to livestock production the following payments are prohibited:

— subsidies for livestock commodities, pedigree livestock breeding, compound feed;

— compensation of the price of machinery purchased on the basis of counter agricultural products
selling;

—expenditures of leasing fund;

— production capital investments, excluding land reclamation schemes and water supply;

—loans on preferential terms for agricultural producers from Federal and regional budgets,
including write-off and prolongation of debts.

' Vasilchenko M.Ya. pays attention to this important issue in the article «Transformation of the state support for agrarian sector
according to WTO requirements» - Herald of Saratov State Agrarian University named after N.I. Vavilov — 2012. - Ne6.-p.66

2 Kozlov V.V. Comment. We joined WTO, and how will it affect agriculture? - http:www.agronevs.ru/nevs/detail/119024; Naumkin
A.V. Upgrading types and methods of state support to agriculture under WTO agreement — Agrarian economic policy. — 2012 Ne3-p.
33-37.

3 Kozlov V.V. WTO terms: how do they influence Russian citizens // Herald of the Saratov State Agrarian University named after N.I.
Vavilov .2012.Ne7.p.79.
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In view of the fact that amber box measures evidently prevail in the state support mechanism
today, it is urgent to “reformat” current support forms in favour of green box measures.

Some new approaches to development of state support system for the agrarian sector according
to international requirements have been realized in the State programme for agriculture development
and regulation of the markets for agricultural products, raw materials and food for the period 2013-
2020".

The major feature of the programme is a comprehensive systematic character, as it comprises
measures providing technology production chains for particular commodities of crop and livestock
production (production — processing — logistics - market). In this way a reproduction approach is applied for
agriculture regulation. Food security in Russia is suggested to ensure by means of competitive domestic
agricultural products and foodstuff on the basis of complex modernization.

In the framework of the State programme both traditional and new measures are used for the
state support. To the new ones belong the following:

— Financing of the economically important regional programmes;

— subsidies to budgets of the Russian Federation subjects to provide free assistance for growers;

— subsidies for every litre of milk that farmers actually sell. The measure is criticized by V.V. Kozlov who says
that, “the State programme provides subsidies of 3 roubles per 1 kilogram of milk in the total amount of 9,550
million roubles in 2013, rising up to 13,618 million roubles in 2020. It is about half of a billion US dollars from 4.4
billion dollars under the WTO amber box.2 A special attention should be paid to this as really subsidies for 1 litre
of commercial milk fit in the amber box and result in significant spending of the budget money for payment of
inefficient chain “field-counter” in dairy production;

— subsidies for partial reimbursement of insurance premium;

— procurement and commaodity interventions on milk market; technical regulations for products;

— subsidies to RF subject budgets for production development and social food infrastructure;

— subsidies for domestic agricultural machine manufactures to reimburse income which was not
received from the purchase price.

Thus, we can conclude that the new types of the state support proposed in the Federal programme fit in
the WTO green box transforming the whole measure system according to the WTO requirements.

Nevertheless, the Federal programme should be revised in connection with Russia’'s WTO
accession. A serious disadvantage of the programme is the lack of vivid differentiation of scheduled
measures between allowed and prohibited under the WTO rules. Besides, an amount of subsidies
intended as direct measures for assisting crop and livestock production (amber box) should be
“transformed” to fit in the green box.

M. Vasilchenko points out necessity and possibility of transforming amber box measures into
green box in order to use allowed measures at most. For instance, it is suggested to adjust subsidies
amount for keeping pedigree cows (amber box) by means of increasing expenditures for purchase
pedigree heifers in domestic and foreign markets (green box measures). Part of subsidies for 1
litre of sold milk in autumn and winter could be allocated for modernization of livestock complexes.?
Similar corrections could be made in crop production. Several protective measures could be used as
stabilizers, for example when import increases over 25% compared with last year. Under the WTO
agreement Russia can use both compensation and anti-damping tariffs as a protection measure
against unreasonably cheap import.

Allthese peculiarities should be considered while developing target regional programmes for agriculture
development and regulation of the markets for agricultural products, raw materials and food for the
period 2013-2020 to adapt them to the WTO requirements.

Possible effects of Russia’s WTO accession on agriculture can vary in different regions. It depends on
their specialization and the production efficiency of major commodities. Moreover, regions have different
socio-economical development levels, natural and climatic conditions, administrative and economic
conditions for agricultural production, food self sufficiency, population demand and demographic
characteristics. For instance, Saratov oblast is one of the largest in the Russian Federation. It occupies
100.2 thousand square kilometres; the population is 2.7 million people. It is a key producer of grain,
sunflower and livestock commodities.

' State programme for agriculture development and regulation of the markets for agricultural products, raw materials and food for the
period 2013—-2020. — http://www.mcx.ru

2 Kozlov V.V. WTO terms: how do they influence Russian citizens // Herald of the Saratov State agrarian University named after N.I.
Vavilov. 2012.Ne7.p. 76.

3 Vasilchenko M.Ya. — «Transformation of the state support for agrarian sector according to WTO requirements» — Herald of Saratov
State Agrarian University named after N.I. Vavilov — 2012. — Ne6. — p. 69.
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During the period from 2008 to 2011 the gross agricultural production increased two-fold. In
2011 the regional output of agrarian sector amounted to 152.8 million roubles, including agricultural
production — 109.3 million roubles or 136.7% compared to last year. It ranks the oblast the second
among the subjects of the Volga district (okrug) after Tatarstan. Domestic support is seen as an
essential factor for the development of the agrarian sector, the budgetary support reached 17.9
billions roubles, including 8.7 billion roubles from the regional budget.

However, Saratov oblast significantly differs from average Russian level on such figures as GDP
per capita (48% compared to average in Russia); the average personal income (consequently —
61.3%); the proportion of the population living below the national poverty line is 16.8%, which is 4
percentage points higher than average in Russia. This indicates that positive and negative effects
of the WTO accession will depend on different initial conditions of regions facing new realities in the
frame of the international organization’.

In Saratov oblast the long-term target regional programme was developed for agriculture
development and regulation of the markets for agricultural products, raw materials and food for the
period 2013-2020 which comprises the following six sub-programmes:

— “Development of crop production, processing and selling crop commaodities” for the period 2013-
2020

—“Development of livestock production, processing and selling livestock commodities” for the
period 2013-2020

—“Support for small enterprises” for the period 2013-2020

—“Technical and technological modernization, scientific and innovation development” for the
period 2013-2020

— “Sustainable agriculture in Saratov oblast” for the period 2014-2020

—“Land reclamation development in Saratov oblast” for the period 2014-2020

Furthermore, the regional legislation provides the state support for agriculturalists? (one-off
grant and annual cash benefit for young specialists) and agricultural organizations?® (subsidies for
partial compensation of expenditures for internship and/or academic and practical programmes for
students of agrarian educational institutions). Payments from the budgets of all levels are aimed at
development of advisory services for agricultural producers and rural population in Saratov oblast,
that encourages productivity and competitiveness of agricultural production; as well as assures high
standard of living and rural population employment thanks to use of current achievements in science
and engineering technology. All the above measures fit in the green box.

Analyzing directions and forms of the state support for agriculture we tried to classify the
suggested measures into allowed and forbidden ones according to the WTO regulations. Analysis
of finances allocation in the given programmes for 2011 and the newly elaborated long term target
programme shows considerable progress in favour of the green box. So, in 2011 the proportion
of the amber box measures was 70.1% and respectively the green box measures were 29.9% on
the studied support types in the framework of the four target regional programmes, whereas in the
adopted long term target programme for 2013-2020 the proportion of the amber box decreased to
35.2%, and the green box grew up to 64.8%. Table 2 illustrates great changes in theoretical and
methodological approaches to issues of the support for the agrarian sector. Though in the long
term regional programme the support measures are not clearly differentiated between allowed and
restricted under the WTO agreement, the suggested approaches show the trend to focus on the
green box measures.

Besides, in the long term regional programme absolutely new types of the state support to
agricultural producers are provided alongside the traditional (transitory) forms. So, in Saratov oblast
the mechanism of differential allocation of financial resources was developed taking into account
zone differences of soil, natural and climatic conditions for farming. Although this support fits in the
amber box, its efficiency will be much higher.

In 2011 the total amount of the state support for the agricultural producers from the regional
budget was 735 roubles per 1 hectare of arable land and it is expected to increase. The new forms
of the state support also include:

" Sukhorukova A.M. Globalization influence on the development of the agro-industrial complex in Russia. — Ne4. — 2012. p.96.

2 Law of the Saratov region of 28 October 2011 Ne 148 «On the State support of personnel in agro-industrial complex of Saratov
oblast».

3 Law of the Saratov region of 3 August 2011 Ne 85 «On the State support of organizations in agro-industrial complex in Saratov
oblast, providing educational and/or practical training for students of Agricultural colleges and universities situated on the territory of
Saratov regionn.
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— subsidies for purchase of technological equipment to reconstruct and modernize greenhouses
for growing plants, for crop processing and storage facilities, for equipping logistics centres, vegetable
and potatoes storehouses;

— support of important regional livestock programmes;

—financing protection measures against distribution of African swine fever in Saratov region;

— subsidies for partial reimbursement of expenditures for reconstruction of irrigated lands.

On the whole, giving positive evaluation to the new forms and directions of the state
support to agrarian sector one cannot but admit that their spectrum is rather narrow (two target
programmes — “Technical and technological modernization, scientific and innovation development
of agriculture” and “Sustainable agriculture” provide no new state support forms). In addition,
majority of the new measures still fit in the amber box.

In conclusion, the mechanism for transforming the state support system to agricultural
producers is gradually developing under the WTO. It includes the following elements:

—significant changes in proportion of the amber and green boxes in favour of the green box
measures;

—increasing efficiency of both traditional and new forms of the state support, boosting innovation
direction of the measures at the federal and regional levels;

—reformatting irrationally used amber box measures, increasing effectiveness of their use;

—elaborating of independent individual programmes for the agricultural sector development,
working out of effective mechanisms for subsidizing agricultural producers.

Hama nocmynneHus cmameu 6 pedakyuto 21.11.2014
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