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STATE SUPPORT OF AGRICULTURE CREDITING
IN KAZAKHSTAN

Abstract. Inthisarticle, weinvestigated problems of availability of credit resources to subjects in agriculture.
For carrying out researchthere were used economical and statistical methods of the analysis. Crediting of agriculture
constantly increases in Kazakhstan, generally due to the state preferential crediting through NUH JSC “KazAgro”.
Despite various credit product and preferential terms of crediting, a circle of borrowers which can use the credit offer
of holding is limited. For increasing of availability of credit resources, firstly development of agricultural coope-
ratives and introduction of the effective mechanism of insurance in agriculture is necessary. These measures will
help to increase the level of solvency of the borrower, to reduce branch risk of agricultural production and the possi-
bility of giving mortgage providing in the form of the earth or property. Secondly, practically there are no private
creditors and there are no conditions for their effective functioning in Kazakhstan. Thereforethe creation of coope-
rative bank in Kazakhstan, that would promote the development of the competitive environment in the credit offer is
offered, and attraction of the capital in financing of agriculture will expand investment opportunities.

Keywords: credit, agriculture, agricultural cooperative, cooperative bank.

In the annual message to the people the President N. A. Nazarbayev called agriculture “a new driving
force of the economy” [1]. For this purpose, there is a number of prerequisites, namely the growth of
agricultural sector for 2001-2016 averaged 4,4% a year, and the share in GDP makes about 4,5%. Nearly
one fifthof working-age population worksin agriculture. In general this sector is extremely important for
the solution of problems on ensuring food security and reduction of unemployment rate.

Development of agriculture is caused, first of all, by the state support which main directions are
reflected in the State program on development of agro-industrial complex in the Republic of Kazakhstan
for 2017-2021 (further — the Program). Subsidizing of rates of remuneration on the credits of subjects of
agro-industrial complex, under credit-leasing contracts for acquisition of agricultural machinery and
animals, processing equipment, on the credits issued to agricultural producers on financial improvement,
and also increase the capital of “KazAgro” for granting the credits is offered in the Program [2].

However, now practical use of the instrument of preferential crediting of agricultural producers
didnot bring due effect. In this regard research of problems of availability of credit resources to subject of
agriculture is a hot topic that formed the basis for writing of this article.

The purpose of scientific research in the assessment of the operating system of preferential crediting
in agriculture and development of recommendations about ensuring availability of credit resources for
agricultural producers.

For an assessment of a current state crediting of agriculture of the Republic of Kazakhstan econo-
mical and statistical analysis were used, including a method of group of economic indicators on certain
signs; a method of a number of dynamics for definition of a pure and relative gain, growth rate; method of
calculation of average sizes; graphic method.

Now the main creditors of agricultural producers are JSC “National operating holding “KazAgro”
and banks of the second level”. Thus, the state financial support of agriculture in Kazakhstan is carried out
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by NUH JCS KazAgro (further — Holding). In 2016 the total amount of subsidies, credits,and transfers of
Holding made more than 80% of the budget of the Ministry of Agriculture of RK, without expenses,
connected summary and forestry [3].

As showed the analysis, for the last decade on domestic the credit market observes a tendency of
growth of volumes of crediting of agriculture (figure).
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Note: it is made by authors on the basis of statistical data of JSC NUH KazAgro//the Source: the annual report of JSC NUH
KazAgro for 2016 [4].

Apparently from figure 1, the credits issued by banks of the second level grew from 262,2 billion
tenge in 2007 to 691,6 billion tenge in 2016, or by 2,6 times. However, according to National Bank of
Kazakhstan, for the analyzed period the of agriculture in a total amount of the bank credits was reduced
from 7,8% in 2011 to 2,5% in 2016 [5].

It should be noted that banks mainly credit large-scale steady enterprises for replenishment of current
assets on ensuring short-term production. Thus, a source of part of the agricultural credits issued by com-
mercial banks isthe means borrowed JSC NUH KazAgro. So, the Holding carried out funding of banks of
the second level for crediting of subjects of agro-industrial complex in 2014 for 20 billion tenge, in 2015 —
for 44 billion tenge, in 2016 for 33 billion tenge.

Therefore, if the policy on subsidizing of interest rated for the credit wasn’t pursuedfrom the state,
banks of the second level actually would limit access to financing of subjects of agriculture. In our
opinion, here the major limiting factors are:

- a conservative assessment of branch risks in agricultural production,

- deficiency of effective instruments of hedging of branch risks,

- low level of liquidity of mortgage providing agricultural producers,

- the shortage of sources of long-term funding demanded for financing of projects with a long
payback period.

- weak methodology of the analysis of projects in agriculture,

- higher rates of remuneration on loans in comparison with subsidiaries of Holding.

As for JSC NUH KazAgro, for 2007-2016 the Holding increased volumes of crediting of agro-
industrial complex from 85,0 billion tenge in 2007 to 562,5 billion tenge in 2016, or to 6,6 times.

Specific weight in a total amount of crediting made 45% in 2016 or increased by 1,9 times in
comparison with 2007. It is significant growth and shows that the state represented by Holding gives
essential state support to agriculture.
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JSC NUH KazAgrocarries out the state financial support of agriculture through the subsidiaries,
including:

- JSC Agrarian Credit Corporation who grants soft loans to agricultural producers for the purpose of
development of business in the village;

- JSC KazAgroFinance who finances acquisition of agricultural machinery in leasing;

- JSC Fund of Financial Support of Agriculture is engaged in microcredit in the village

- JSC KazAgroGaran carries out guaranteeing performance of obligations of subjects of the agrarian
and industrial complex on loans (credits) and leasing provided by financial institutions;

- The KazAgroMarketing renders services of the operator within the “Agrobusiness — 2020 program
for subsidizing of rates of remuneration for the credits, and also leasing of processing equipment and
agricultural machinery of subjects of agrarian and industrial complex.

Thus only 3 subsidiaries credit agricultural producers: JSC Agrarian Credit Corporation,JSC
KazAgroFinance and JSC Fund of Financial Support of Agriculture. The analysis of credit portfolio of
Holding showed that for 2012-2016 the greatest specific weight in a total amount of the credits in the
share of JSC Agrarian Credit Corporation which share in 2016 made 52,0%. Shared of JSC
KazAgroFinance and JSC Fund of Financial Support of Agriculture in a credit portfolio of Holding are
approximately identical and in 2016 made 21,0% and 27,0% respectively (table 1).

Table 1 — Structure of a credit portfolio of JSC NUH KazAgro

JSC Agrarian Credit Corporation JSC KazAgroFinance JSC Fund of Financial Support of Agriculture

Years sum specific weight, % sum specific weight, % sum specific weight, %
2012 | 82061146 63 28901531 22 18762054 15
2013 | 113210190 61 40242908 22 33630484 17
2014 | 100605389 49 53044703 26 50213705 25
2015 | 124504541 51 59739798 24 60705259 25
2016 | 135725198 52 54841601 21 69838862 27

Note: it is made by authors on the basis of statistical data of JSC NUH Kazagro//the Source: the annual report of JSC
NUH KazAgro for 2016 [4].

It should be noted that ensuring the availability of financial resources in many respects depends on
credit conditions. We studied state programs of crediting of agricultural producers which are presented in
table 2.

The analysis of conditions of granting the credits by subsidiaries of JSC NUH KazAgrorevealed that
its credit products have advantages before bank crediting. First of all, the Holding credits agricultural
producers at the rates much below market, and partially interestrates are subsidized, objects of crediting
are much broader, that other creditors. The Holding credits replenishment of authorized capitals of the
companies, acquisition of agricultural machinery, replenishment of the fixed and working capital. Requi-
rements to mortgage providing are lower, that in banks of the second level. Also, the grace period of
repayment of the credit for up to two years is provided. All these conditions make credit products of
Holding more available for agricultural producers.

Despite various credit products and preferential terms of crediting, it should be noted that the circle
of borrowers who can use the credit offer of holding is limited. As of January 1, 2017, the quantity acting
country and farms on the republic made 177.8 thousand units, 10.3 thousand farms or 5,8% from them are
the acting clients of subsidiaries of Holding of the total number in the country. The number of the opera-
ting agricultural enterprises according to statistical data for January 1, 2017, made 9.8 thousand. Clients of
subsidiaries of Holding are 2.2 thousand agricultural enterprises or 23% of the total number in the country
[4]. It is very low indicator.The main reason for such situation is that not all farmers can meet the
requirements for receiving the credit. It is connected with that in Kazakhstan generally small-scale farms
are engaged in agro-industrial production. For example, in animal husbandry, the share of personal
subsidiary, small-scale country farms in production exceeds 70%, in plant growing — 45,5% [7].
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Table 2 — Credit offer of JISC NUH KazAgro

Program Object of crediting . .Sum, Period | Interest | Graceperiod
billion tenge rate | of repayment
Fund - Igilik - Increase in a from from 4-6% | From
of Financial Support | - Bereke livestock of Largely 3to 85 12 to 85 6to 12
of Agriculture - Esinzhay cattle and Small cattle | billion months months
- Kasipker - Fattening of birds tenge
- Yntymak and animals
- Yrys - Replenishment
- Koldau of current assets

- Organization and
expansion of nonagri-
cultural and agricul-
tural tupes of business

KazAgroFinance - Financisl leasing of Agricultural - From 12 - No more
agricultural machinery machinery and 5to 14,5% | than
and equipment equipment 10 years 2 years
- Special programs
of leasing

- Secondary leasing

Agrarian Credit - Agrotechnology Creditingofcredit From To 1-19% | To
Corporation - Agrocommerce associations, banks of | 100 000 — | 144 36 months
- Isker the second level, LX, to months
- Agroexport IFI for the subsequent | 50 billion

- Agrobusiness financing of agricul-
- Ken dala tural producers

- Crediting of investment
projects ar the expense
of means of the borrowed
NF RK

KazAgroMarketing Subsidizes contracts on the credits and leasing only for replenishment of current assets, with period
of validity of a loan no more than 1 (one) year. Loans with the nominal rate of remuneration which
isn’t exceeding 19% per annum in tenge and 10% in foreign currency are subject to subsidizing.
Subsidizing consists in decrease in a rate of reward by 7% per annum of tenge and by 5% per annum
in foreign currency.

Note: it is made by authors.

The main problem of small farms in receiving financing, including credit resources is insufficiency
of mortgage providing. Shortage of credit resources generates other problems of agricultural producers,
such as a weak hardware, restrictions of introduction of modern technologies and means of production.
Low efficiency of a production activity that conducts to decrease in solvency. A solution is association of
small-scale farmers in agricultural cooperatives. For activation of this process were made thechanges to
the Law of the Republic of Kazakhstan “About Agricultural Cooperatives” in which the main barriers on
creation of agricultural cooperatives in Kazakhstan were eliminated [8].

In the new edition of the law, it is changed organizational and legal forms of agricultural coope-
ratives. So, if earlier agricultural cooperatives were created as non-profit organizations, now they are the
commercial organizations. This status gives them certain advantages in activity. Besides, for registration
of agricultural cooperative three participants are enough, and alsoparticipation of legal entities in creation
of cooperative is allowed. The democratic principle in management of agricultural cooperative in under-
lain that is one participant has one voice, regardless of the size of a share and a contribution. Agricultural
cooperatives had an opportunity to share profit between participants, the right to subsidizing and other
types of the state support. The financial operator on development of agricultural cooperatives isJSC Fund
of Financial Support of Agriculture.
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As the analysisshowed, the main operator of credit resources for farmers in Kazakhstan is JSC NUH
KazAgro which shareholder is the state. In the credit market of the country, there are no private creditors
who could be alternative credit facilities of agriculture. In the developed foreign countries the wide choice
of creditors who offer various programs of crediting depending on the purpose of the credit and a financial
position of the farmer is provided. Agricultural producers are served by branched system of commercial
and cooperative banks, insurance companies, other, specialized organizations which are engaged in
financial service of the agrarian sphere.

In Kazakhstan, there are the prerequisites of creation of agricultural bank. About the creation of such
bank discussions at the level of the government are conducted. Creation of such bank is offered by merge
of JSC Agrarian Credit Corporation to the existing credit associations [10].

In our opinion, the most interesting option of crediting is creation of cooperative bank. 75% of the
agricultural credit fall to their share in France, in Germany — 44% and in the USA — 26% [9]. Successful
functioning of cooperative banks in these countries is provided at the expense of two factors: unities of the
relations of cooperative property from top to bottom and unities of system of functional communications.
It is necessary for the state to create necessary conditions forexistence of such bank. One of conditions is
application of low-interest rates for the agricultural credits. It is reached not only bypolicy of subsidizing
of interest rates by the state that is applied and in Kazakhstan, but also by possibility of attraction of cheap
investments into the capital of bank. For attraction of such investments specialized banks have to be
created with the assistance of the state with big own capital. An indispensable condition is also the state
guarantees to investors. In some countries the system of tax privileges is applied to stimulation of
investments into the securities issued by agricultural banks. It raises possibilities of attraction of foreign
investments.

Conclusion

The state support of crediting of agriculture is insufficiently effective and needs improvement. The
factors containing growth of crediting of agriculture are: high branch risk, low level of solvency and
absence of mortgage providing agricultural producers.

For the purpose of increasing of availability of credit resources to agricultural producers the deve-
lopment of agricultural cooperativesis offered. It will raise possibilities of agricultural producers in prefe-
rential crediting, in the bank credits, and also in receiving leasing. Besides, creation of cooperative bank
will promote development of the competitive environment in the credit offer and will expand investment
opportunities attraction of the capital in financing of agriculture.
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P. A. UcmangioBa, I'. 7K. MaraiioaeBa
C. Ceiidysnma atbiHaarel Kazak arpoTexHUKalbIK YHUBEpcUTeTI, AcTana, Kazakcran

KA3AKCTAHJIA
AYBLUIIIAPYAIBLUIBIFBIH KPEJUTTEY MEMJIEKETTIK KOJIIAY

Annoranus. Ocbl Makanaaa 013 aybll MAPyalIbUIBIFBIHIAFE CYyOBEKTUICD YIIIH HECHE PECYPCTAPhIHBIH KOJI-
JKETIMIIUTITT MOceNeepiH 3epTTeiK. 3epTTey JKYPri3y YIIiH SKOHOMHUKAIBIK JKOHE CTATHCTHUKANBIK TalIay oJicTepi
naiinananeubl. «Ka3Arpo» YITTHIK 0acKapyIbl XOJAWHTI apKbUIBI MEMJICKETTIK XKEHUIMIKTI HECHEICHIIpY eceli-
HeH KazakcraHza aybul mIapyalbUIbIFBIH HECHENICHIIPY YHeMI ecin keneni. Hecne eHimaepiHiH anyaH Typuiiirie
JKOHE Hecwe Oepy[iH JKeHUIIIKTI mapTTapslHa KapaMacTaH, XOJAWHITIH HECHENiK YCHIHBICHIH KOJIJaHa aJlaThIH Ka-
PBI3 anymIbUIap mIeHOepi MEeKTeNreH. AYbUT IAPYaIIBUIBIFBL TayapiapblH OHIIPYIIUIEp YIIiH HECHE PeCypCTaphIHbIH
KOJDKETIMIUTITIH apTTHIPY, OipiHIIIIEH, aybUl MapyallbUIbFbl KOOTIEPATHBTEPIH JaMBITY KOHE aybUI IIapyalllbLIbI-
FBIHJIA CAKTAaHABIPY/IbIH THIMI MEXaHU3MIH eHri3y Kaxer. Exinminen, Ka3akcranna skexe KpeauTopliap jKOK KOHe
ONapAbIH TUIMII XKYMBIC icTeyi yiniH jkarnai skok. CoHnpikran, KazakcTaHaarbl KOONEPAaTHBTIK OaHK KYPY YCbI-
HBUIAJIbI, OJ HECHENIK YCBIHBICTBIH Oocekere KaOlleTTi OpTAachlH JaMBITYFa JKOHE aybll LIAPYallbUIBIFBIH KapXKbl-
JaHJBIPyFa KaluTall TapTy YLIIH HHBECTULMSIIBIK MYMKIHIIKTEP/lI KeHeHTyre MyMKIH/AIK Oepe/i.

Tyiiin ce3mep: Hecue, aybul IAPYaIIBUIBIFI, AybUILIAPYALIBUIBIK KOOIIEPATHB, KOONIEPATUBTIK OAaHK.

P. A. Ucmaunosa, I'. 7K. MaraiioaeBa
Kazaxckuit arporexanyecknii yausepcuteT uM. C. CelipymumHa, Actana, Kazaxcran

T'OCYJIAPCTBEHHAS NOJIJIEP)KKA KPEJIJUTOBAHMS CEJBCKOI'O X035 CTBA
B KABAXCTAHE

AnHoTanus. B cratbhe nccienoBaHbl MPoOJIeMbl JOCTYIHOCTH KPEJIUTHBIX PECYPCOB ISl CYOBEKTOB B CEJb-
cKOM Xo3siiicTBe. Ha OCHOBE SKOHOMHUKO-CTaTHCTHYECKUX METOIOB OB POBEJCH aHAJIN3 KPEIUTOBAHUS CEIbCKOTO
xo3siictBa B Kaszaxcrane. Pe3ynprarbl aHanmu3a mokasai, 4TO (DPUHAHCHPOBAaHHE CEJIbCKOXO3SIHCTBEHHBIX
NPEANPUATHH UMEeT TEHACHIIMIO POCTa, HO B OCHOBHOM 3a CUET JILFOTHOT'O KPEAUTOBaHMS, npefocTasisemoro HYX
AO «KazArpo». OnHako, Kpyr 3aeMIIMKOB, KOTOPbIE MOTYT BOCIIOJIb30BaThCsl KPEUTHBIM NPEIOKEHUEM XOJIHH-
ra, OrpaHdueH, HECMOTps Ha pa3HOoOpasHble (PHMHAHCOBBIE MHCTPYMEHTHL. C IIENbI0 TOBBILEHHS JOCTYIHOCTH
KPEIUTHBIX PECypCOB IS CENbXO03TOBAPOIIPOM3BOAUTENCH HAMH TPEUIaratoTCs CIeIyIOIne peKoMeHaanun. Bo-
MIEPBBIX, HEOOXOIUMO Pa3BUTHE CEIBXO3KOOIEPATHBOB U BHEIpEeHHE A(PQPEKTHBHOTO MEXaHH3Ma CTPAXOBAHUS B
CEJIbCKOM XO3SIiCTBE. DTH MEpHI IIOMOTYT TIOBBICUTh YPOBEHBb KPEIUTOCIIOCOOHOCTH 3aeMINNKA, CHU3UTH OTpace-
BOIl PHCK CEIBCKOXO3AWCTBEHHOTO MPOWM3BOJCTBA M BO3MOXKHOCTH IPEJOCTABICHUS 3aJI0TOBOTO OOECIEUYeHUs B
BHJIC 3€MJIM WM UMyIIecTBa.Bo-BTOpBIX, yunThiBasg, uTo B KasaxcTaHe mpaKTHYeCKH OTCYTCTBYIOT YacTHBIE Kpe-
JUTOPBI U HET YCIOBHU Ui UX 3P QeKTUBHOro (yHKIIMOHUPOBAHUS, TIpeyiaraercsi co3nanue B Kaszaxcrane xoore-
paTHBHOTO OaHKa. DTO OyJeT CroCOOCTBOBATH PA3BUTHIO KOHKYPEHTHOM CPENbl MO KPEIUTHOMY MPEIOKECHHIO U
pacUIMPUT WHBECTHLMOHHbBIE BO3MOXHOCTH JJIsl TIPUBJICUSHUS] YaCTHOTO KamnuTaja B ()MHAHCHPOBAHUE CEIHLCKOTO
XO035UCTBA.

Ki1ioueBble ¢j10Ba: KPEanT, CEIHCKOE X03SHCTBO, CENbCKOX03HCTBEHHBIH KOOIIEPAaTHB, KOOIIEPATUBHBIN OaHK.
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