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Abstract:

Economic changas have predeterminad pulblic policy, im which its support should play a greater role compared fo othar sectars.
Prarity in tha developmant of agriculbural production will be indicatars of production efficiency. competitivenass of domestic
prodwcts. In this regard, one of the priontes of the development of the economy of the Republic of Kazakhsian is the
accaleraled developmant of the agro-indwsinal complax on the bases of increasing labow productnaty in tha agro-ndustnial
sactor and increasing exports of processed agriculbural prodwcts by encouraging a leasing and insurance machanism.

Tha article analyzes tha dynamics of deprecation of fimed assats by typa and renewal in agricutture, forestry and
fishanas, shaws the impact of the formation of mubual insurance on the production efficiency of agnculiural producars. Tha
proposals for further improvemand of the leasing and msuranca mechanisms, ncleding according fo fe espamance of
devaloped countries, are given.

Keywords: agnculture; deprecation; agriculbural produchion; agricutiural producers:; induwsinal potential; lagsng; insuranca.
JEL Classification: 056; 057, G22.
Intreduction

Kazakhstan's membership in the Eurasian Economic Union and the Wordd Trade Organization creabes
opportunities and at the same time places high demands on compefitveness in both domestic and foreign markets.
In this regard. the role of state conomic reguiation of the agro-industrial complex is extremely impaortant and should
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be aimed at increasing labor produclivity in the agro-industrial complex and increasing exports of processad
agncultural products by encouraging a leasing and insurance mechanism.

1. Ressarch Background

The mechanism of development of financial redations and their individual elemants, including the leasing and
insurance mechanisms, attracts the atiention of many national researchers - G. Mayanlaava (Mayanlaeva 2013),
K. Zhuynikow (Jwryrikow 20100, I. Nazarchuk (Mazarchuk 2010), £ Baymagambetova (Baymagambetova 2016)
and others. Thasa works fhey have important methodological and practical importance, since, in particular, thay
examing the theoreical foundations of the economic policy, show the results of its pracical implamentation,
examing the experence of countnes with developed market economies in the organization of financial owl
redations.

As s known, the industial potenBial of the regions of the republic is represented by machine-building
enterprises, of which more than 50 enterprises produce reapers, seed drills, tillage implements (cultivators, stulbble
plows, hamows), as well as feed harves@ng eguipment, plant protection machines (sprayers, seed disinfectanis)
and other agriculiural machines, equipment and spare parts, the remaining 70 are engaged in repair and restoration
work, and also have the ability to manufacture, according to the orders of agricultural producers Spare pars for
agnicultural machinery.

2. Mathodology

About 20 companies ane manufacturers of final products. The capadities of many enterprises are 10-15% loaded.
Depreciation of the main industrial and production assets is 43-80%, machinery and aquipment - over 40% | Figure
1L

Figure 1. Ratios of dapreciation of fixad assets by typa in agriculbure, forastry and fishanas
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Sowrce: comgiled by authors according io data of Minstry of Nasional Econoemy of the Republic of Kazakhsian

Technological processes and equipment are morally obsolete and lagged behind the advanced ones. The
enterprises produce agncultural machines of outdated designs. there is no production of fractors and combines. In
addition, enterprises ack modem markefing, salkes, dealer and ofher senices.

The siteation shows that the rate of renewal of fixed azsets decreased from 35.5% in 20121017 4% in 2016
or almost doubled (Figure 2).
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Figura 2. Ralios of renewal and depraciation of imad assats in agncuthes, forestry and fisheries
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Source: comgilad by authors according fo data of Minisbry of Matonal Economy of the Republic of Kazakhstan

In this regard, there is a nead for a special program consisting of fargeted measwres fior the leasing business
{in the: field of kaw, taxation, incentives, management, etc.), which should have a multifaceted, complex nature, the
interconneciedness of all tasks among themselves not only the commaon goal, but also a certain dependence, and
interdepandence.

In the course of its implemantation, the necessary conditions for the development of leasing by solving the
following problems:
providing & regulatory framework;
development of the institule of leasing;
creation of an economic basa;
stimulation of foreign economic leasing activity;
information and scienfific and methodological support;
improvement of the leasing activity regulation system.

Megative factors affecting the activites of eguipment manufacturers can be adjusted through leasing
sarvices, allowing for more efficient operation of a particular manufacturer.

To solve the task of ensuring the regulatory framework, it is nacessary to make changes and additions 1o
the current begislation of the Republic of Kazakhstan, to develop new laws and regulations aimed at organizing and
developing leasing activities. The exis@ing standards that regulate the sphere of leasing ac@vity consider the
interests of the lessor and the organizational forms of realization of leasing relations, while the interests and
posifions of the lesseas. for whom the leasing itself mxdsts, are not reflected in them. By improving the cument
legislafion, it & possible to increase the afficiency of leasing in enterprizes as a factor in the developmant of
produchion.

In order bo avosd unnecessary procedures thal require the lessor of new ways of ransfeming equipment
returned to him by the primary lessea, the concept of "secondary leasing” in the legislation of the Republic of
Kazakhstan needs to be clarnified.

A= a result, it is possible to pradaeterming the use of a fledble approach when purchasing equipment
(seasonal, wholesale, other sellers discounts and the possibdity of taking into account the production specifics of
supply and demand for scarce aquipment].

Due 1o the lack of conditions for the use of secondary leasing companies are suflering losses. When the
lessee retuns the equipment and there is no possibility of is re-transfer io leasing, they sall the leased assat to
an affiliated company for the purpose of the subseguent purchase of equipment from it for a specific lesses.
Consequently, the seller appears in this chain again, which allows for the transfer of equipment to secondary
leasing, although this process increases the cost of the object of leasing.

In the organization and development of leasing activities, it is necassary fo dedermine the priority aness
camied out through leasing. They ana:

= development of agncultural formafions;

* increasa the production of emvironmentally friendly products based on mastening new technologies;
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= davelopmant of a network of processing industres.

Innovalive ackiviby:

= ogrganization and development of high-tech indusbnes.

Expansion and improvement of services o the population.

In the main areas, a mechanism should be developed for attracfing, distribuing, and returning the lessors”
commodity and financial resources. Al the same tme, the usa of the procedure and terms of crediting should take
place on a competitive basis with the organization of project expertise.

To expand the possibility of using leasing, there is a need to develop marketing research in the field of
logestics and services related o the study of the market, the emerging price level and aimed at identifying the basic
pattems of demand for equipment and mainkenanca services. The purpose of acquiring eguipment by users is o
make a profit from its use, therefore the purchase of machinery and equipment ks considered as an invesiment, as
a rule, not at their own expense, but at the expensa of aliracied sources. In this conneclion, it & necessary to
deterrming not really securad effective demand, but potential one that can be realized only with the active acivity
of suppliers of equipment, including in the investmeant segmaent of the financial market. Marketing research reveals
the real need to provide potential consumers with not only sources of funds for the purchase of equipment and
sarvices, but also channets of cash Bow to senice the market for cars.

This is achieved through the implementation of the functions of marketing services that are part of the
insBtuional support of leasing activiies. As a result. business entities can receive information about the local
market of machinery, equipment, servicas, information about the financial condition of their chents, and forecast
sales of products in their area of acivity.

The development of the institute of leasing inwolves the creation of insurance companies focused on
sendicing leasing antities for the stable functioning of this sphere by insuring the: laased asset with the consent of
the lessee. There is a need for the organization of structural formation in order to further develop leasing relations.
The creafion of a commission o coordinate the laasing activity will contribute to the formation of the nomenclature
of lsased assats and their fotal volumes, the determination of priority areas for the use of funds from the budget,
elic.

For the logistics and maintenance of agricultural producers, it is necessary fo operate agro-sevice
enterprises and machine-lechnological stations operating on a leasing basis. Protecting the interests of the
agrcultural sector urgently requires the paricipation in this process of banking insfitutions, industrial
manufacturers, specialized leasing companies, dealer organizations direcly operating in the leasing services
market.

In addifion, it i necessary o envisage the creation in each district of depariments that provide services for
concluding contracts fior the rental of complex and expensive eguipment, and it is expedient to convert interdistrict
and regional logistics bases in accordance with thear funcions into joint-stock trading houses providing interaction
between suppliers [manufacturers) and consumers. Under the conditions of thiz form of service, the foundears-
shareholders become economicaly interasted in the afficient operation of agro-senvice supply and sanvice units of
the distict and regional branches, wholesale fims.

The organization and improvement of the instifutional support system for leasing activities requires solving
the following tasks:

= ansuring the efiecive functioning of each entity in onder fo increase its competitivenass in market
condifions;

= implementation of short-term and long-tarm financing;
use the possibility of maximizing profits:
fhe use of financial instruments for investmeant;
formation of balanced investrment portfolios:
achieving risk minimization;
aftracting new participants in the leasing market;
ensuring the inflow of foreign investment as a conductor of new technologies;
improving the efficiency of use of inancial instruments.
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Figure 3. Tha devalopment sirabegy of leasing in agriculbure
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For the development of leasing, it is necassary o use the principles of the market economy, which are used
in developad counfries o support agricultural producers by intreducing quotas for the main types of agricultural
products. Consequenily, developing leasing in agricultural production, it is necessary o determine how much it
should be produced and at what costs, what the yield will be, otherwvize no form of state support will be effective,
and leasing will not become an altlermalive and effective way of lending.

In general, the development strateqy of leasing in the agro-industrial complex of Kazakhstan combines
three areas - innovation and investment, economic and organizational, in accordance with Figure 3.

Thus, the activation of the inwestment process through leasing is the most acceptable form of lending in
condiions of a shortage of working capital. The organization of production, assembly, maintenance, a sanvice
cenber for agricultural and other eguipment could be promising.

Agriculfural producBon has a high degree of risk. Agricultural producers face many nisks: fluctuations in
prices, yiedds, partial or complete loss of resources, and changes in govemment policy, leading to significant
fluctualions in income over the years. In addition, agriculfural production & at risk of nalural disasters and
emergencies. Such natural hazards as drought, hai, flooding, can lead fo senious industrial losses. In many
developed countries, the state directly intervenes and regulates the situalion on the domesfic market for agricultural
products, thus trying to reduce the problems associaled with the risk in agricultural producSon. production.
However, at present, in the conbext of growing globalization and the associated liberalization of markets, such risk
management tools ane losing their legiimacy. In this connection. in many, first of all, developed counines, the issue
of developing and wider disseminafion of risk reduction sirategies based on market mechanisms and complying
with WTO rules becomes relevant.

The cument insurance sysiem consists of compulsory and voluntary insurance. The legal basis for
compulsory insurance is the Law of the Republic of Kazakhsian.

*On compulsory insurance in crop production”, which obliges to insure cereals, oilseeds, sugar beats and
cofton.
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Figura 4. Dynamics of growdh in the numbsr of insurance caompanies and mutual insurance sooaties (MIS)
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Sowrce: compiled by authors accarding to data of Minishry of Maional Economy of thea Republc of Kazakhstan

Currently, only two insurance companies are operating in this market, the number of mutual insurance
societies is cumenfly unknown, and 14 ElAs officially applied for compensation. A significant part of the crops ame
only formally insured by the OBC (Figune 4).

During the Law (2006-2013) (the Law was enacted on April 1, 2004). an average of 5.4 million hectares of
crop area ware insurad per year, of which 558 thousand hectares wera subject o adverse natural phenomena
(10%). Despite the compuisory form of insurance, fhe law did not contribute to the popularization of insurance -
the proportion of insured crops is decreasing annually and cumrently stands at just over 50%.

The irelevance of the insurance raies established in 2004, as well az e standard cost standands
established in 2009, led to the insurance becoming formal - agricultural producers paying an insurance pramium
of about 100 tenge per 1 hectare, when an insured event occurs, they recaive an insurance payment in the amount
of 3,500 tenge, while its minimum production costs today are about 15,000 tenge.

Thus, the cument inswrance system does not solve the main task of protecting the inswrer's property
interests related to compensation for its kosses in the event of an insured event.

3. Application Functionality

Insurance is one of the tools whose use does not violate WWTO rules and can potentially serve as an effective tool
for stabilizing the incomes of agricultural producers and the rural population as a whole. At the same ime, thera
are a number of important aspects that must be taken into acoount in order fo successhully devedop and operate
both the insurance market and the agricultural sactor.

Today, only privately-owned companies operate on the agricultural insurance market, which do not
sufficently take into account the peculianties of agricultwral production, which clearly confirms their cument
experiance. Agncultural producers should have the right fo choose insurers and proposed insurance conditions.
Thus, there is now an urgent need for the creation of a State Insurance Company with 100% state parficipaiion in
itz capital, which mainly ensures the spread of crop insuranca.

With the participation of the State Insurance Company in the fiedd of agro-industrial production. it is possible
to creale an agricultural insurance pool, which would include other privabe insurance companies of the republic. if
the agricultural producer works with one of the insurance companies of the agricultural insurance pool, it will ba
much aasier for him fo build his relationship with the insurer and there is no need to thoroughly study the insurance
companies, since when joining this association they are appropriately selected. On the other hand, this approach
is a real step to diversify risks and the initial stage in creating a country agricultural insurance system.

The experience of developed countries shows that in order for the system of agricultural insurance to be
effeciive and senwe the interests of all its participants, it is necessany:

a) Clearly astablish, legally secure and not change the main rules of the game for a certain time. Consensus
between insuraers, policyholders and the stale is considered the main prerequisite for the success of the agricultural
insurance system in developed countries.

1347



Vodume L, Issue B30 Fal 2018

b) State support for insurance of agncultural rsks, which is provided through subsidizing inswrance
premiums and by providing guarantees of state reinsurance, is a more effective form of income support for
agricultural producers than direct government assistance in the event of catastrophic losses.

cj Thie pearlicipstion of agriculiural producess i the imsurance should be volunizry. Providing stae support
for insurance of agricultural risks iz not an argument in favor of compulsory insurance, but is the basis for the
implementation of stale control over this process.

d) InernaBional experience (not only Spain, buf alzo the USA and Canada) proves that it is impossible to
carmy out the function of planning and general coordination of the system of agricultural inswrance only by fhe forces
of the Minstry of Agriculture. To do this, you must create an instifuion such as the Agency for Managemant of
Agricultural Risks.

&) With regard fo the organization of state reinsurance of agrarian risks, there is also an obvious need to
create a mechanism (insfibution or fund) that could take on this function. One of the possible options could be the
creaion of a catastrophic boss fund under the Agency for the Management of Agrarian Risks (there is swch
exparience, in patdicular, in Canada).

f} Private insurance companies in the country can hold the risks of agrcultural production only on the basis
of point Eability (co-insurance). Therefore, the prospect of development of the insurance services offer can only be
associated with the pooling of insurers, which would offer standard insurance products and a loss assessment
methodobogy. Arguments in favor of creating a single pool can be greater trust in insurance from agricultural
producars, greater trust and interest in cooperation from reinswners, and the possibility of government participation
in such insurance as a co-insurer, as happens in the Spanish system.

a) The development of a full-lledged system of agricultural insurance is impossible without the devalopment
of associatons of agricultural producers. A separate agricultural producer is practically deprived of the opportunity
o influence the insurance conditions that insurance companies offer him; today, he can only choose from the small
kst of insurance products that are offered to him. Consaquently, the very first and maost important funclon that
agricultural producers’ associations should perform is to fully participate in the development and decision-making
regarding new insurance products. It is also important that agricultwral producers’ associations disseminate
information about insurance and insurance prodects 1o their members, provide the necassary advice and other
assistance to policyholders. The devalopment of associafions of agriculiural producers, in the first place, is their
own business. However, the state, understanding this speaking as an axpression of public interests, should in
every way encourage and support this process through e improvement of relevant legislaBion, information and
educaiional support.

A study of the history of the organization of insurance in Russia and abroad has shown that govemment
support for agricultwral insurance is incomparably more efficient than financial assistance provided in unfavorable
years in the form of additional loans, subsidies, offsats, write-offs, delays and direct cash compensations. The
effeciive organization of insurance business to a certain exent contributes to the sustainable development of
agricultural business strectures in many counties of the world.

In Kazakhstan at the present stage, the use of insurance in business practice is extremaly difficult due o
the lack of a developed inswrance market. The cument situation is aggravated by the lack of free financial means
for agricultural enterprises fo pay insurance premiums (Kosov 2017).

In owr apinion, the Russian axperienca of mutual inswrancs is acoeptable in our 2iate. The mutual insurance
socety is a nonprofit form of insurance organization. Mutual insurance socielies are established by agriculural
producars themselves with the support of state agricultural, inswrance and financial bodies. The purpose of mutual
insurance is the full insurance protection of property and personal interests of agricultural producers-mambers of
society (Dadkow 201 2).

Crop inswrance is advisable o produce not immediately throughout the state, bul gradually. Full inswrance
coverage of agncultural producers can occur in 5 years with one condition - state support (Aimurzina and
Kamenova 2012

In our republic, agricultural production is characterized by a high degree of riskiness (Kamenova 2012). In
particular, the territory of Akmola region & in the zone of insufficient moisture. The amount of precipitation by years
and thair distribution during the vegatation penod of plants is characterized by high instability. Recwment sevan
drowghts, wind erosion of the sol, dry winds significanfy reduce e yield of agriculbural crops (Aimurzing and
Kamenowva 2018)

The greatest threat to winter crops in e conditions of the Akmola region is reprasentad by early autumn
and late spring frosis, as well as frosty winters.
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Akmola region is one of the main grain regions of the Republc of Kazakhstan. In our opinion, the formation
of mutwal inswrance with state support in the teritory of Akmola region would be a substantial financial support for
economic entities of the agricultural sector. Thus, in the Akmola region 2500 grain farms have about 2,555
thousand hectaras of sown anea, the average yield for 5 years is 0.9 1/ ha, the salling price of 1 fon is 1.370 tenge.

Bazed on the data, we will establish fhe esiimabed figures as of the fifth year of insurance, when all 2500
farms will be coverad by inswurance:

=  wpop cost < 13070 = 0,3 « Z553000 = 30054.5 min. lerge,

= jnsurance amownt - T0% = 3005345 mnu. Tesre = 210382 min. tenge;

* insurance payments - 10% = 21038 2 mnu. Texre = 2103.82 min. tenge;

* insurance reserves - BN « 2103,82 mny. Tesne = 1683,1 min. tenge.

The growth of insurance volumes and the costs of its implementation will be presented in Table 1.

Tabda 1. The amount of paymants for crop nswanca for 5 years

Including from farms,
n milion fenga

Mumbsar of farms Amownt of paymants

tatal in milion bange

1 500 159688 131,48 65,7

2 1000 319375 262 98 131,49

3 1500 BIETSD 525 96 262,98

4 2000 1277500 1061.91 525 96

] 2500 2555000 210382 1051,91

Source: compiled by authors

Budged funding will ba 1051,91 min. tange (50% insurance coveraga), farms of the region — 1051,81 min. lenga the
mswance pramium of each farm in this society will ba (21038 2 min. tanga2500)/2= 420754 thousand tange and will be mada
by fhe farm in 4 siages:

1. 10% at the condusion of the confract, each farm 42075 4 tenge

2. bafora 1 Juna - 15%, each farm- 63114,6 tange

3. bafora 1 Septamber - 50%. each farm- 210382 tange

4. bafora 15 Oclober - 25%, each farm- 105191 tenge.

It showld be noted that at the inilial stage it = necessary fo fransher 1o the resarve fund wp fo 15%, and with full
insuwrancea coveraga - 5% aof tha botal amount of insurance reservas (Table 2).

Table 2. Inswanca resarves for & years

Amourit of nswrancg  Including:
razarvas, in millian lange To pay refunds Ini raserve fund, 15%
1 1052 B9 42 15,78
2 2104 176 B4 31,58
3 4208 357 648 53,12
4 B41.6 714,76 126.24
5 16831 15598.94 B4 16 (5% 2367 = 340 86

Source: comgiled and calculated by aufors

It iz advizable that insurance reserves should not be wsed for the first years, but rather acoumulated, and
the damage should be compensated only within the Emits of the received contribufions. By the end of the fifth year,
the amount of inswrance resarves will be 1 6831 milion fenge. For individual farms in case of total koss of crops,
the payments will be 1,1389233 tenge: 255500012500 = 1022 hectares per household;

payments: 13070 = 0.9 = 1022 = 12021786 »« T0% = 8415250,2 tenge which is more than the paid
payments 20 imes.

Conclusion

Mutual insurance should be of interest to rural prodecers and generally become a reliable tool for supporting and
developing agriculture (Gizatow 2017).

You can consider such a direction of the insurance fund as the repayment of unsecured debt 1o commercial
banks in caze of non-repayment of loans due 0 adwerse weather conditions. Compulsory insurance covers only
material damage. thal is, guantitative damage is compensated for as a result of natural disasters, death of livestock,
eic. But many adverse evenis remain outside of insurance, in which there iz no loss of material values, but these
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negative phenomena have a senous impact on the performance of agricultural producers. For example, a
prolonged cold spring contributes to lower yields, or a kack of pasture for transhumance, which can lead to a
decrease in animal productivity, etc. In this casa, there may be no death of livestock or yield loss, but there will
necassarily be a decrease in product quality, leading to increased production costs, lower profits, and financial
results of production. These losses, associaled with a decrease in the guality of agricultural products, are not
refundable to producars (Shulenbaeva 201.3).

The introducion of new types of insurance will be a promising phenomenon for the further development of

agricultural insurance in owr country.
The formaBon of an agricuttural production insurance system will be essential for the investment

attraciveness of agriculture and accessibility to cradit resources. Insurance is one of the financial leverage that
can have a significant impact on the development of the agriculiural sector of the Republic of Kazakhstan

(Pogorelova 2012).
The creaion of an affective insurance system for agricultural production will be a stabilizing factor in
increasing production efficency, reducing the sk of investment, and increasing access to financial resources.
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