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ABSTRACT

For many years, the national agribusiness was not in good
shape. Over the last years, the conditions of its functioning
have changed drastically, which caused the tendency
towards the growth of the entire agribusiness. The
agricultural sector has become advanced in the import
substitution policy. The paper contains the analysis of the
agricultural output dynamics as part of the import
substitution policy. The authors emphasize that the
success of the implemented policy is connected with the
consequential integration of the food security criteria into
the strategy of social-economic growth of the country and
its agribusiness.
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RESUMEN

Durante muchos afios, el sector agricola nacional no
estaba en las mejores condiciones. En los Ultimos afios,
las condiciones de su operacion han cambiado
radicalmente, y, por lo tanto, ha habido tendencias hacia
un aumento en todo el AIC. El sector agricola ha avanzado
en la politica de sustitucion de importaciones. El articulo
analiza la din&mica de la produccion agricola en el marco
de la politica de sustitucion de importaciones. Los autores
enfatizan que el éxito de la politica implementada esta
relacionado con la integracion constante de los criterios de
seguridad alimentaria en la estrategia del desarrollo
socioeconémico del pais y el complejo agroindustrial.

Palabras Clave: complejo agroindustrial; exportacion;
planificacion estratégica; sustitucion de importaciones.
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INTRODUCTION

The methods for strategic planning imply the presence of the system of the long-, middle- and short-term
forecasts and the choice of the priorities in the economic development, as well as the instruments and
mechanisms of their implementation. The implementation of the import substitution strategy implies the
change in the priorities of the Russian agribusiness development. At the same time, one may highlight the
short-term and long-term priorities. The short-term priorities in the conditions of the modern challenges and
threats in the food sphere include: increase in the level of self-sufficiency, provision of the equilibrium state
due to the balancing of the market capacity and the production capacities, finding the rational balance between
the import and the import substitution of the agricultural products complying with the modern stage of
development, compensation of the additional inflationary costs to the most vulnerable categories of the
citizens, provision of the economic availability of food, and prevention of the decrease in the consumption
below the threshold values.

The long-term priorities include as follows: elimination of the structural disproportions (import substituting
modernization) due to the additional investments to the scientific-educational sphere, production and
infrastructure, ensuring the competitiveness of the agribusiness based on its long-term competitive
advantages, which will cause the increase in the contribution to the provision of the global food security based
on the participation in the global value chains; the increase in the production of goods with high share of added
value competing by the expenditures and prices on the basis of using the innovative strategies of development
of the branches and enterprises, investment activities, and the stimulation of the internal aggregate demand
(Dorofeeva et al., 2016).

The practice of implementing the import substitution strategy was also undertaken earlier after the USSR
dissolution (Russian agriculture..., 2017). So, during the default 1998, the import volume to Russia decreased
by 20% (down to $74 billion), in 1999 - by another 28% (down to $53 billion), the population was forced to
buy more national goods instead of the foreign ones, however this strategy was not supported by the
Government. During the world financial crisis 2008-2009, the import substitution was mostly aimed at the
agriculture (animal breeding, production of sunflower oil, and sugar) and automobile production (the import
was replaced by the assembly of the same automobiles in the territory of Russia). This period resulted in the
partial decrease in the import and the increase in the localization in automobile production and agribusiness,
as well as the attraction of the investment resources. Since 2014 up to now, the Government emphasizes
that, the most important instrument for the food security provision is the agribusiness of the Russian
Federation, the competitiveness of which affects the well-being and stability of the national economy
(Anderson et al., 2013; Bokusheva et al., 2012). The products manufactured in it amount to up to 4/5 of all the
fast moving consumer goods. By the way, it unites a large economic potential and multiple labor resources,
which over the past 5 years have been able to ensure the increase in the agricultural output by 20.6%, grain
harvest — 1.9 times, while its export — 2.06 times, the increase in the import in agribusiness — 29.1%, and vice
versa the increase in the export by 23.5%.

MATERIALS AND METHODS

The paper applies the methodical approach to the development of the recommendations on the
improvement of the control over the development of the national system of food security, which showed its
inconsistency, which may be reduced based on the forecasting the parameters of the agricultural market
struggling sectors. The objects of the research are large struggling sectors of the food market (Igbal et al.,
2017).

The materials of the research are the statistical data of the investigated struggling sectors put into the
open sources and on the official websites, as well as the materials of these sectors presented to the authors
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by the official requests performed as part of the implementation of the state task. In the conducted research,
the authors used such methods as analysis and comparison, the method of induction and deduction, the
method of graphical analysis and generalization.

RESULTS AND DISCUSSION

Today, due to the economic sanctions of the USA and the European Union, Russia has imposed the
embargo, closed almost the entire market of foodstuffs imported from the other countries. These are the
following foodstuffs, according to the Decree of the Government No. 778 dated 08/07/2014 (): fresh, cooled
and frozen cattle meat, pork and poultry, cattle meat and poultry offal, fish and crustaceans, mollusks and
other water invertebrates, milk and dairy products, vegetables, edible roots and tuber crops; fruits and nuts;
sausages and similar products of meat, offal and blood, as well as the products based on them; food items
and finished products and their mixes, food supplements; food items, prepared using the cheese producing
technology and containing 1.5% weight fraction (and more) of the milk fat. Today, one may be sure to state
that despite the economic crisis, the branches of our food industry and the agriculture rapidly grow and
develop.

After the import substitution policy had been adopted, the RF Government created Decree No. 1936-p
dated 09/30/2014 ‘Schedule of the Support for the Import Substitution in the Industry’, describing the main
activities to launch this policy in the form of the branch-related programmes up to 2018. As part of these
programmes, they planned to generally implement about 2.5 thousand projects. These schedules had been
developed and approved by the orders of the Ministry of Industry and Trade of the Russian Federation by mid-
2015 (Farhadi and Moosavi, 2016; Trujillo-Barrera et al., 2016).

The main activities on the launch of the import substitution policy were defined by the Decree of the
Government of the Russian Federation dated October 2, 2014 No. 1948-p ‘Concerning the Approval of the
Activities Plan regarding the Support for the Import Substitution in the Agriculture for the period of 2014 —
2015’ (it is a roadmap) and Decree No. 214 dated March 1, 2018 ‘Concerning the Amending the State-run
Programme of the Agricultural Development and Regulation of the Markets of the Agriculture Products,
Primary Products and Food for the Period of 2013 — 2020’ (Edenbrandt et al., 2018). In accordance with the
roadmap, the other documents supporting the import substitution policy were amended. The second document
has the following goals: provision of food security; development of the lands for the agricultural needs;
development of the agricultural enterprises, increase in the competitiveness of their produce; increase in the
efficiency of use of the agricultural resources.

Next, the Import Substitution Commission was formed (Decree of the Government of the Russian
Federation No. 785 dated August 4, 2015 ‘Concerning the Establishment of the Governmental Commission
on the Import Substitution’), which dealt with the issues of the civil branches of economy and defense industry
complex. The Commission defined the strategical list of the branches, which to a greater extent depend on
the import. The first positions are taken by the products of such branches as agriculture, machinery producing
industry and IT, where the import share reaches 90% in the production of specific goods. They are in the focus
of the Government according to the Programme up to 2010 providing the green light to the national business.

Earlier it was said about the Decree of the President of the Russian Federation No. 120 dated January
30, 2010 ‘Concerning the Approval of the Food Security Doctrine of the Russian Federation'. The main
strategic goal of the Doctrine is the provision of the population with the safe and high-quality agricultural
products, fish, and food in general. The relevant level of the food self-sufficiency in Russia is presented below
(Table 1).
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Table 1: Level of the agricultural products self-sufficiency in Russia, %

Parameters 2016 Planned for 2020
Grain 99.2% 95%
Potatoes 97.1% 95%
Milk and Dairy Products 79% 90%
Meat and Meat Products 87.4% 85%
White Salt 66.9% 85%
Fish Produce 80.4% 80%
Sugar 75% 80%
Vegetable oil 82.5% 80%

Source: Composed by the authors by using the information from Federal State Statistics Service

We may conclude that in the subsequent 2018-2020, the focus should be laid on the production of milk
and dairies, meat and meat product, especially production of the cattle meat because generally this level is
set due to the increment in the production of poultry. Also one needs to pay attention to the production of white
salt, sugar cane, and sugar, as well as fish products (Pishukhin, 2017).

In the Global Food Security Index, Russia took the 43 position (63.8 points) (The Global Food Security
Index, 2015) in 2016. While the USA takes the leading position and has 89 points, Singapore - 88.2, Germany
—83.9, and Brazil - 67.4. The index measures the policy of the states and the performance of their institutions
in the sphere of food security. The research contains the analysis of three main groups of the food security
parameters for the world countries:

1. Level of availability and consumption of the food products.
2. Presence and sufficiency of the food products.
3. Level of quality and security of the food products.

The data presented in Annex 3 provide an opportunity of analyzing the dynamics of production of the
main kinds of the agricultural products affected by the import substitution. We can state that one may observe
the decrease in the outputs almost in all kinds of products in the agricultural primary products processing, so,
e.g. the production of sausages in 2017 decreased by 6.2% compared to 2016, while the production of cheese
- by 23.7% (Altukhov et al., 2015; Potapov, 2015; Borodin, 2015). These are intimidating tendencies, which
evidence the fundamental inconsistency of the implemented economic policy regarding the encouragement
of the advanced processing of the primary products. We have concluded this because in the direct production
of the agricultural primary products, there is a positive tendency — the production of pork has grown by 8.3%,
cattle meat — by 3.2%, poultry — by 6.7%, while in the production of fruits, berries and nuts one may observe
the growth by 54.2%.

According to Decree of the RF Government No. 717 dated July 14, 2012 ‘Concerning the State-run
Programme of the Agricultural Development and Regulation of the Markets of the Agricultural Produce,
Primary Products and Food for the period of 2013-2020", the federal budget allocated in total P1696481362.3
thousand, including: in 2013 — £158.9 billion, 2014 —P162 billion, 2015 — P175.4 billion, 2016 — £237.0 billion,
2017 — P215.9 billion, and in 2018 — P241.9 billion.

The allocation of the budgetary funds will allow ensuring the increase in the production by the following
categories by 2020:

o cattle meat and poultry — about 10 million tonnes, which will decrease the supplies of the imported
products by 67.8%;



256

ANANIEV et al.
Strategic Planning of the Agribusiness Development in the Conditions of Import Substitution

e milk — up to 33.5 million tonnes, which will decrease the supplies of the imported products by
29.9%;

o vegetables — up to 16.5 million tonnes, which will decrease the supplies of the imported products
by 70.3%;

o fruit and berry products (except for grapes) — up to 3.8 million tonnes, which will decrease the
supplies of the imported products by 20.0%;

e grapes — up to 0.7 million tonnes, which will decrease the supplies of the imported products by 54.6
%.

o The programme contains a series of sub-programmes with the following purposes:

o Atthis funding by the forecasted values, the output of the crop production by 2020 should increase
by 14.3% compared to the level of 2015, animal breeding - by 10.2%. These values should be
achieved for the period of 2018-2020.

o Also, the funds are targeted to the technical modernization of the agribusiness and the rate of the
renewal of the trucks in the farms in 2020 will amount to 2.9%, harvester-threshers — 4.7%, and
forage harvesters — 4.3%.

e The increase in the volume of export in agribusiness up to $21.4 billion in 2020.

Figure 1 presents the dynamics of the agricultural products manufacturing from the beginning of the

implementation of the import substitution policy in agriculture.

Figure 1: Dynamics of the agricultural products manufacturing (P billion).
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Source: Composed by the authors by using the information of Federal State Statistics Service

So, we can see that in 2017, all the categories of farms manufacture by 9.5% of the agricultural

production more than in 2015: crop production — by 8.7%, while animal production — by 10.5%.

In value terms, it cut the record 2014, having exceeded $7.5 billion, despite the low level of the global

grain prices (Russian Agriculture..., 2017).
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Figure 2: Grain Export from the RF, thousand tonnes
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The main share in the grain export, the same as at its bulk yield, belongs to wheat. This year, the wheat
export volumes cut the record the same as the previous year. 27 million tonnes were sent abroad, which
should ensure the Russian leadership in the global wheat export. Unfortunately, the previous year, the top
position was taken by the USA. The corn export slightly dropped to 5.18 million tonnes. However, our country
for the first time entered the top five countries by this parameter, having outpaced France with its poor crop
yields for the second consecutive year (Figure 2). The growth is observed in the barley export (4.63 million
tonnes). It was surpassed only in 2015. Russia takes the fourth position (Figure 3).

Figure 3: Grain Export from the RF 2013/2017, million tonnes
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We would like to note the success of the national agribusiness in the sunflower oil export. Russia is
currently taking the second position on the global market after Ukraine and has implemented the supplies in
2016-2017 amounted to 2.2 million tonnes of the oil, at the same time having expanded its market outlets.
The potato export cuts the records for the second consecutive year. In 2017, the export is equal to 187
thousand tonnes, and in 2016 — 222 thousand tonnes.

Despite the positive results of the production of the agricultural goods, poultry, and milk, there is a series
of problems discussed in the previous point to be focused on and provided with the considered ways of their
solution (SelkhozPortal).
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The Ministry of the Agriculture by using the additional subsidies (Table 2) planes to achieve the following
performances by 2020:

o cattle meat and poultry — up to 10 million tonnes (will decrease the supplies of the imported
products by 67.8%);

o milk - up to 33.5 million tonnes (decrease in the import by 30%);

e fruit and berry products (without grapes) — up to 3.8 million tonnes (decrease in the import by
20.0%);

o vegetables — up to 16.5 million tonnes (decrease in the import by 70.3%);

o potatoes — up to 32 million tonnes (termination of the import supplies);

e grapes — up to 0.7 million tonnes (decrease in the import up to 54.6%).

Table 2: Distribution of the subsidies to support the achievement of the targeted indicators of implementation of
the regional programs of agribusiness development by the budgets of the entities of the Russian Federation for
2018 and scheduled period of 2019-2020 (P thousand)

2018 2019 2020
390046359 390046359 39004 635.9

Today, the majority of the threshold values of the food security have been achieved, but in the subsequent
2018-2020, the focus should be laid on the production of the milk and dairy products, meat and meat products,
especially cattle meat production, as generally this level is set due to the increment in the poultry production.
One should also pay attention to the production of white salt, sugar cane, sugar, as well as fish products.

CONCLUSION

As part of nonfinancial actions of the agribusiness support in the framework of the implemented import
substitution strategy, one should lay the emphasis on a series of measures. It is necessary to analyze the
investment attractiveness of the agribusiness branches and to make them more available for the investors by
means of the internet platforms and websites. It is necessary to assess the effectiveness of the investments
and to understand to what extent they are interconnected with the results of the implemented policy. Also, it
is reasonable to develop the concept of rational use of the farmlands and to present the peculiarities of their
strategic introduction into the farming business. Also, it is reasonable to increase the technical provision of the
crop seeds, to stimulate the expansion on the renewal and replacement of the seeds and animal population
by more efficient and climate-resistant ones. In early 2018, it became known that the Ministry of the Agriculture
of the Russian Federation is establishing the Agribusiness Innovations Development Foundation.

As part of this program, they plan to cultivate new species and breeds, as well as to develop new
agricultural production means. The Foundation is planned to be established within 2-3 years, the state
investments will amount to P30 billion, and it may be considered as one of the ways for the solution of the set
problems in the selection and the growing technological import. Also, in the animal breeding branch, it is
necessary to ensure the timeliness of the funds' receipt, to allocate additional funds for the development of
the pedigree stock. Fourth, it is necessary to solve one of the logistic problems of agribusiness, to analyze the
presence of the necessary number of the warehouses, production and storage facilities by the kind of products
and the entities of the Russian Federation, and to develop the plan on the reduction of the deficiency of some
or other capacities. Also, it is necessary to ensure the speed of construction of the winter greenhouse
complexes, expansion of the existing and the modernization of the outdated ones for the purposes of the
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import substitution and the year-round provision of the population with the greenhouse vegetables, to consider
the possibility of expanding the cooperation between the Russian Federation and the Asian states (China,
Vietnam, and Korea).
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