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Kazakhstan is among the world’s ten leading grain exporters. The agricultural sector
remains the major employer, and an important source of exports. The financing of agricultural
producers is one of the most acute problems along the entire scope of economic reforms in
Kazakhstan. The issue is: What kind of financial sources could maintain the development of
agricultural production?

Internal sources such as profit, depreciation capital, and various reserve and insurance
funds cannot be considered as a key financial base. State financial support of agriculture in
Kazakhstan (which plays a significant role in the most developed countries), is episodic in
nature, small in size and typically does not reach the recipients. In these circumstances, a
potential supplier of financial and investment resources could be a banking system and such
non-banking credit institutions as credit cooperatives.
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Agriculture plays an important part in Kazakhstan’s self-image, and continues to be a
significant economic sector, employing about a third of the workforce. In the two decades since
independence, agriculture has experienced dramatic swings in performance and in public policy.
During the 1990s the sector suffered from external shocks, reduced public support. Since the
turn of the century, the booming economy has seen rural-urban migration and substantial public
funds devoted to the agricultural sector.

In the twenty-first century, agricultural performance has improved substantially and
tenure arrangements are more transparent. However, the reform process remains incomplete.
The path to land reform has left a legacy of weak land markets and difficulty in using land as
collateral. The institutional arrangements are inadequate for coherent agricultural and rural
development. While farm output has increased, interventionist policies and distrust of market
mechanisms lead to resource misallocation and hamper productivity growth. In times of plenty,
resource misallocation can seem a minor problem, but if a goal of diversification is to make the
non-oil sector more resilient, then inefficient policies that promote an output mix determined by
officials will not succeed in achieving this goal.

In the late Soviet era, agriculture was favored by budget subsidies, input and market
support, as well as by subsidies (such as cheap fuel and transport) that were not agriculture
specific. During the final decades of the Soviet era, grain and cotton farmers received favorable
relative prices, and a prime aim of Soviet policy was to increase the output of the livestock
sector in order to increase living standards through higher consumption of meat and dairy
products. Meat output in the Soviet Union increased by 60 percent during the 1970s and 1980s,
supported by the import of feed grains and soybeans from the United States and elsewhere. In
the 1980s Ka-zakhstan exported 300,000 tons of meat per year, 250,000 tons of milk, and 150
million eggs to other Soviet republics.

In 1991 just over a quarter of the workforce was formally employed in agriculture,
although agricultural output accounted for less than 15 percent of GDP. Of 39 million hectares
of cultivated land, 65 percent was devoted to cereals and 33 percent to fodder crops. Although
less important in terms of total acreage, rice and cotton were significant crops in the south, and
cotton was Kazakhstan’s third largest export to non-Soviet markets after mineral fertilizers and
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coal. Oil crops, regionally important in two eastern regions, supplied 40 percent of domestic
demand.

Agricultural Reform during the 1990s . In December 1991 the Soviet Union was
dissolved. The farm sector, like the economy as a whole, was affected by the disruption of
supply chains both for inputs and to markets. In January 1992, other Soviet successor states, still
using the ruble as a common currency, had to follow Russia’s price reform. Price and trade
liberalization changed the incentive structure, and most farmers were operating in undistorted
product markets during the second half of the 1990s.

Policy toward agriculture in the 1990s was largely one of neglect, as the government
addressed other more pressing priorities. Trade policy was fairly liberal with moderate tariffs on
imports and few tariff peaks or non-tariff barriers to trade in agricultural products. OECD
producer support estimates for agriculture in Russia and Ukraine are highly positive up to 1991,
and then fall dramatically in 1992 to around zero or to negative values. A similar picture almost
certainly applies to Kazakhstan, as price liberalization removed the benefit of receiving key
inputs at below world prices. During the 1992-94 hyperinflation, farmers’ input prices increased
by at least twice as much as output prices.1l Subsidies for agriculture declined from 10-12
percent of GDP before 1991 to 2-3 percent in 1993, and between 1995 and 1999 subsides for
agriculture were negligible. Some farmers faced locally monopolistic buyers for their outputs
(e.g. cotton gins, dairies, grain merchants, or flour mills) and for all producers trade costs were
high.

As the decade progressed, farm reform and re-structuring added to the pressures for
change in the agricultural sector. Privatization in principle broke up large farms, but in practice
many farms remained essentially unrestructured. When farms went bankrupt during the second
half of the 1990s, farmers, mechanics, and others in the rural economy received land or
equipment in lieu of wages. The sector was characterized by the continuing power of former
state farm managers and of local authorities, and by the Soviet era phenomenon of household
plots producing a large share of output, especially of milk and meat and of fruit and vegetables.

Although economic reforms were sporadic during the 1990s, Kazakhstan had a market
based economy by the end of the decade. After an uncertain start in the 1990s, macroeconomic
management has been good since the turn of the century. In the twenty-first century, the
European Bank for Re-construction and Development gives Kazakhstan high marks for progress
in small-scale privatization, price liberalization, and trade and forex system, slightly lower
scores for large-scale privatization and competition policy, and low marks on its financial sector,
infrastructure, and, especially, enterprise restructuring. The farm sector reflected this aggregate
pattern, with a slow and difficult process of land reform.

The current state planning system was adopted in 2009. Agriculture is a priority
development area for the decade to 2020, and the Ministry of Agriculture is focusing on eight
subsectors (fruit and vegetables, grain, meat, milk, oil crops, poultry, sugar, and wool), which
have priority over other products such as honey or cotton. Since October 2009 these subsectors
have received priority loans from KazAgro, and larger subsidies or lower interest rates on
loans/leasing. Regions are responsible for implementation, but central control ensures
coherence. Evaluation of policies is primarily in terms of quantitative targets, mostly for output,
with little concern for allocative efficiency. Socio-economic and environmental concerns are
referred to, but do not appear to have a high priority in practice.

Agricultural policy is almost entirely supply-side oriented. KazAgro Marketing has two
main functions: price monitoring (which is also done by the State Statistical Agency) and
consulting services that mainly provide advice on how to obtain state support. The FCC buys
grain, but does little to help farmers to increase the unit value of their sales by creating
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international awareness of Kazakhstani quality standards or by improving supply chains. The
2010 customs union with Russia and Belarus reinforces this pattern with, for ex-ample,
quantitative targets for supply of beef from Kazakhstan to Russia.

Some goals are poorly articulated or inconsistent. Although reference is made to public
good provision, the share of funds devoted to infrastructure has fallen.

Problems:

e Backwardness of agricultural technologies, physical and moral deterioration of

equipment;

e Small-scale agricultural production;

e Low genetic potential of used seeds and farmed livestock;
e Weak fodder base, degradation of pastures;
e Lack of a uniform system of identification of farm cattle and the electronic database

on it;

SWOT analysis of cattle sector of Kazakhstan

Strengths Weaknesses

- In the south-eastern Kazakhstan Climatic
conditions are favorable for grazing (low-
cost) sheep;

- in the North, Central, West and East regions
there is a surplus unused grassland suitable
for transhumance of livestock;

- The competitiveness of Kazakhstan Meat
market in Russia.

Weaknesses

- Small-scale production, more than 80%
livestock is in the personal part-time farm;

- Reducing the area under feed crops,
reducing the volume of production and high
cost of feed;

- Sporadic cases of registration centers
especially dangerous diseases of animals and
birds in some regions;

- Low proportion of tribal livestock;

- High level of dependence on import of

meat products;

- The seasonal nature of livestock production.

Opportunity Threat

- With population growth is expected increase
of meat consumption. In this case, potential
beef market for Kazakhstan is Russia. The
entry of

Kazakhstan into the Customs union raises
competitiveness of domestic beef;

- Production of ecologically production
(without using gene engineering), as well as
establishing production of meat industry
standards of "Halal" is

potential output domestic producers of meat
markets of Arab countries and the Middle
East.

Threat

High level of competition from major meat
importing  countries:  Argentina, Brazil,
Australia,

New Zealand. These countries export large
amounts of frozen meat, which allows they
offer meat at prices significantly lower than
the product of

Kazakhstan production;

- A ban on the importation of products in
connection with outbreaks of especially
dangerous diseases of animals.

Lack of qualified personnel;

facilities.

Low levels of investment in the agricultural sector;
Lack of implementation of scientific developments into production;

Lack of development of rural co-operatives;
Insufficient financial resources to fully satisfy the needs of rural producers in credit



MaTepiaan MizxkHapoAHOI HAYKOBO-NIPAaKTHYHOI KOH(}epeHLil
«Cy4acHi TeHZAeHIIil COLiaAbHO-€eKOHOMIYHOI'0 PO3BHTKY arpolIpOMHCAOBOIO
BHPOOHHILITBA YKpaiHH B KOHTEKCTI iHTerpaiii y CBiTOBy €KOHOMIKy»

POSSIBLE SOLUTIONS:

Develop drop irrigation in South Kazakhstan;

1.Biological progress.

2. Creation of the infrastructure of tribal service.

3.Strengthening of material-technical base;

4.The purposeful selection of agricultural equipment, petroleum products, and
preferential credit;

5.Creation of consolidated enterprises (cooperatives) and the solution of marketing
problems through the cluster approach;

6.Creation of a market infrastructure for processing, harvesting, storage and export
products;

7.Increased area of fodder crops up to 30% in crop rotation;

8.Conduct advisory and advocacy and practical work on the rational use of distant
pastures among pet owners. — “Extension service”.

Conclusions

Livestock in Kazakhstan can be profitable. To do this, farmers must comply with the
advanced technology of growing, feeding and housing of livestock; use a livestock breeding on
pastures, for which the country has a chance. Kazakhstan has 182 million hectares of pasture — it
is a huge potential that few country have in the world.

The Customs Union, removal of administrative barriers, harmonization of veterinary
standards make it possible to export meat to Russia, which annually imports 1.8

million tons of meat, of which 800 thousand beef.
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PO3BUTOK AT'POITPOMUCJIOBOT'O BUPOBHUIITBA KA3AXCTAHY
Kyanuwesa Anmunaii, cmyoenmxa 2 Kypcy InoycmpianoHo-eKOHOMIYHO20 KOCONHCY IM.
akademika I'.C. Ceuumkacimosa, m. Acmana, Pecnyonixa Kazaxcman.

Kazaxcman 6xooumv 00 Oecamku c8imosux NPoGIOHUX eKCnopmepié 3epHd.
CinbcbKko20cno0apcvKuti  cekmop  3aaUAEmMbCs  20J106HUM — pOOOMOOAsyeM, i  BaANCIUBUM
Ooicepenom excnopmy. DiHancy8aHHs CilbeOCNBUPOOHUKIE € OOHUM 3 Hati2oCMpiuux npoonem
no eciti obnacmi exonomiynux pegopm 6 Kazaxcmani. Iumanmns: Lo ye 3a @inancosux
0oicepen Modice niOMpUMy8amu po36UMOK CLIbCbKO20CNO0apCbKo20 8upoonuymea? Buympiwmi
Ooicepena, maxi Ik npuOYmox, 3HoCy Kanimaiy , @ MaKoxic pPi3Hi pe3epeHi ma cmpaxosi )oHou
He MOXCYyMb pPO32NA0AMUC 8 SAKOCMI 00H020 3 KI0408ux (hinancosoi 6asu. [lepowcasna
Qinancosa niompumxa cintbcokoeo cocnodapcmea 6 Kazaxcmarni (axuil idiepae sHauHy pois 8
HaUubIIbWl PO3BUHEHUX KPAIHAX), HOCUMb eni300UYHULl Xapakmep, HeBeNUuKi 3a po3Mipom i
3azeuyati He 00X00umb 00 aopecamis. Y yux ymosax nomeHyiuHu nOCMadaibHuUK QiHancogux
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ma iHeeCMuyitiHuUX pecypcie modice Oymu OaHKIBcbKa cucmema i maxi HeOAHKIBCLKI KPeOUMmHi
opeauizayii, KpeOumui Koonepamusu.
Knrwuoei cnosa: cinbcvkozocnooapcvke ¢hinancysanna ¢ Kazaxcmani, eupoonuui
¢yukuyii , nompeoda 6 kanimai .
PA3BBUTHUE AT'POITPOMILIJIEHOI'O TPOU3BOJACTBA KA3AXCTAHA
Kyanviuesa Anmeoinaii, cmyoenmka 2 kypca Huoycmpuaibho-7KOHOMUUECKO20
Kkonnedxca um. akaoemuka I'.C. Cetmkacumoesa, 2. Acmana, Pecnyonuxa Kazaxcman.
Kazaxcman 6xooum 6 Oecamky  6e0ywux MUpo8blX  IKCHOPMEPO8  3EpHA.
CenbCcKkoXo3alcmeentbili  CeKmop OCMaemcs  2lagHbiM  pabomooamenem , U  BANCHbIM
UcmouHuKom sxcnopma. QUHAHCUPOBAHUSL CENbXO3NPOUIBOOUMeNell ABNAEMCsl OOHUM U3 CAMbIX
ocmpuix npobnem no eceu obracmu sKonHomuyeckux pegpopm 6 Kasaxcmane. Bonpoc: Ymo amo
3a (UHAHCOBBIX UCMOYHUKO8 MOJCEM NOO0EpHCUBAMb pPA3BUMUE CeNbCKOXO3AUCTBEHHO20
npouseoocmea? BHympenHue uCmouHuku , maxKue Kax npubsbliv , U3HOCA KANUMAnd , a makice
PasnuyHble pe3epenvie U cmpaxogvle QOHObL He MO2YM pACCMampueamscs 8 Kaiecmee 00H020
u3 Kmouegvix Oazvl . locyoapcmeennas QUHAHCO8ASL NOOOEPIUCKA CENbCKO20 XO3AUCMEA 6
Kazaxcmane ( komopulil uzpaem 3navumenvHyro poib 8 Hauboaee pa3sumulx CMpaHax ) , Hocum
9NU300UYeCKUll Xapakmep , Heboabuue no pasmepy U 0ObIYHO He 00Xo00um 0o aopecamos . B
9MUX  YCA0BUAX NOMEHYUANbHLIL NOCMABWUK (QUHAHCOBLIX U UHBECMUYUOHHBIX PeCcypco8
Modicem Oblmb OAHKOBCKASL cucmemda U maxue HeOAHKOBCKUe KpeoOumHvle Op2aHu3ayuu
KpeoumHule KOONepamuebi .
Kntouesvie cnosea: cenvckoxosaiicmeennoe ¢uuancuposanue 6 Kazaxcmane,
npou3eo00cmeeHHbvle YyHKYUuU, nompeodHOCMb 8 Kanumae.





