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Abstract. This article examines the development of agricultural cooperation in Kyrgyzstan
and the prerequisites for its formation, which is highly relevant to the country's socioeconomic
development. Financing options for agriculture are analyzed. This will result in the development
of agricultural cooperatives in the country, aimed at creating favorable conditions for their
effective operation, improving financial and credit support for cooperative forms of
management, organizing rural infrastructure, introducing elements of cooperative management in
agriculture, and developing a system of scientific, informational, and advisory support for
cooperatives. The development of individual entrepreneurship contributes to the formation of a
class of small and medium-sized owners as the basis for stability in the country's economy,
politics, and social sphere. For this to be achieved, positive changes are needed in the ratio of the
growth in the number of small businesses to their contribution to GDP.

Annomayusn. PaccmarpuBaeTCcsi BONPOC O PA3BUTHH CEIbCKOXO3SUCTBEHHOW KOOIEpaIluu B
Ksiprezcrane, o npeanocsuikax e€ ¢opMUpOBaHUS, YTO SBIISIETCS BECbMa aKTyajlbHON B HACTOSIIIEE
BpeMs B BONPOCAX COLMAIbHO-3KOHOMHUYECKOTO pa3BUTUS CTpaHbl. AHAIM3UPYIOTCS IYTH
(bMHAHCUPOBAHUU CEIIbCKOTO XO3sicTBa. Pe3ynbraroM sIBISIETCS pa3BUTHE CENbXO3KOOMEPAaTHBOB B
CTpaHe, HANpaBJIICHHOE HA CO3/IaHWE OJAarONMpHATHBIX YCIOBHHU Mg dPPEKTUBHOU AESITEIBHOCTH
KOOTIEPaTHUBOB, COBEPIICHCTBOBAHUE MeXaHn3Ma (HMHAHCOBO-KPEAUTHOU MOAICPIKKU
KOOTIEPAaTUBHBIX (OpPM XO3SIICTBOBAaHWS, OpraHU3alvs HHPPACTPYKTYphl cela W BHEIPECHHE
3JIEMEHTOB KOOIIEPAaTUBHOIO YIIPABICHHS B CEIBCKOM XO3SKMCTBE, PA3BUTHE CUCTEMBI HAYy4HOTIO,
MH(POPMAITMOHHO-KOHCYJIFTaTUBHOTO 00€CTICUeHUsT KOOTEPaTHBOB. Pa3BuTHE WHAMBUIYaTHLHOTO
MPEANPUHUMATEIBCTBA CIIOCOOCTBYET (POPMUPOBAHUIO KJIacca MEJTKUX M CPEIHUX COOCTBEHHHKOB
KaK OCHOBBI CTA0MJIBHOCTH B DKOHOMHUKE, TTOJIUTUKE M COIMATBHOMN cdepe cTpanbl. Jns peanuzanuu
He0OXOUMBI TO3UTHUBHBIE H3MEHEHHsI B COOTHOIIEHUH POCTa KOJMYECTBA MaJbIX MPEANPUITHN U
X BKJIaga B 00beM co3gaBaemoro BBII.
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Agricultural co-operation as a type of entrepreneurship plays a great economic role for the
population of the country, and in the current conditions of structural transformation of the
agrarian sector of the country, it is a special configuration of joint production or other activities
of producers of goods, supplying its high efficiency, as well as social protection and support. In
recent years, significant changes have taken place in the state regulation of peasant farms in
Kyrgyzstan. Market methods of influence have come to the forefront, while direct state
management is excluded. Based on the fact that rural entrepreneurship is gaining significant
momentum and becoming a priority direction of reforming the life of society and modernisation
of the entire national economy, an objective assessment of the effectiveness of the use of credit
and financial resources allocated for its growth is of major importance [1].

Noting the great efforts of state regulation in the development of a unified direction to the
issue of effective satisfaction of the needs of agricultural entities, it should be recognised that the
current scale and pace of development of society, including market economic transformations
and the way of life itself, call for greater initiative from the subjects of agro-industrial complex
to attract the available means and opportunities. To implement this task, it is necessary to
achieve positive changes in the ratio of land, labour and material resources used in any
agricultural production. The main importance of the state, in our opinion, lies in the formation of
the necessary legislative framework, the development of information support system, the
provision of guarantees for the observance of the rights and interests of farmer cooperatives, as
well as in the training and retraining of professional staff of a new warehouse, capable of
implementing policies in the agricultural sector and investment projects [2].

In our opinion, the development of individual entrepreneurship contributes to the creation
of a class of small and medium-sized owners as a basis for stability in the economy, politics, and
social sphere of the country. For realisation, positive changes in the ratio of growth in the
number of small enterprises and their contribution to the volume of GDP created are necessary.

Table 1
NUMBER OF FARMS BY CATEGORY IN THE KYRGYZ REPUBLIC (end of year)

2019 2020 2021 2022 2023
Units
Total 453 127 462 483 468 402 474 440 488 151
including:
Agriculture 452 803 462 129 468 011 473 994 487 702
of which:
state farms 31 31 34 33 32
collective farms 464 517 554 800 730
peasant (farmer) farms 342 153 349 159 354 654 356 816 361 497
individual entrepreneurs 110 155 112 422 112 769 116 345 125 443
Forestry 112 116 120 127 129
Fishery 212 238 271 319 320

Source: National Statistical Committee, Kyrgyzstan in Figures, 2024
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As of 1 January 2024, more than 488 thousand active economic entities operating in the
field of agriculture, forestry and fishery were registered on the territory of the republic, including
361.4 thousand, or 74 per cent of the total number of such entities were peasant (farm) farms,
125.4 thousand entities, or 25.7 percent — individual entrepreneurs engaged in agricultural
production [3].

Almost most of the various organisations, factories, combines, industries, mini-plants and
workshops located in rural areas (in absolute terms), and which had been producing their
products smoothly during the Union period, creating jobs, closed down during privatisation,
either due to unprofitability or mismanagement, etc. As a result, many rural people in search of
means of survival went either to nearby cities or to neighbouring countries. In recent years, the
country has witnessed excessively increased negative flows of population migration, both
internal and external [4].

In addition, the consumer demand of the rural population for many types of goods and
services is decreasing. Due to real income limitations, 64.8% of the rural population is forced to
use only the most necessary products and services, i.e. specific effective measures are needed in
this situation. The experience of countries near and far abroad shows that in the current
conditions only small and medium-sized businesses ensure growth in the well-being and standard
of living of rural residents. It follows from the analysis of the main indicators that the main
activities of rural farms and individual entrepreneurs include crop and livestock production.

As already mentioned, the main sectors for farms are crop and livestock production.
However, the whole range of agricultural products produced by our peasant (private) farms is of
interest. The dynamics of growth in the number of small and medium-sized rural businesses is a
positive factor. As it is known, in recent years a difficult situation has developed in rural areas of
Kyrgyzstan. There is a decline in the income of rural residents, low standard of living, and often
there are no opportunities for permanent income for rural residents.

Practically the absolute majority of various rural organisations, factories, combines,
industries, mini-plants and workshops, which in the Soviet period almost uninterruptedly
produced their products and created jobs in rural areas, were closed down during privatisation,
either due to unprofitability or mismanagement, etc.

As a consequence, many rural residents are forced to go either to the nearest cities or to
neighbouring countries in search of livelihoods. In recent years, the country has witnessed an
inordinate increase in negative flows of internal and external migration.

In addition, consumer demand in rural areas for many goods and services is decreasing.
Unlike urban areas, rural residents are forced to use only the most necessary products and
services, as their real incomes are limited.

The current situation in rural areas requires specific effective solutions. Analysing the
experience of countries near and far abroad, we can come to the conclusion that under the current
conditions only small and medium-sized businesses guarantee the growth of welfare and living
standards of rural residents.

Analysis of official data shows that the main areas of activity of rural farms and individual
entrepreneurs are crop production and livestock breeding. Thus, of the total volume of products
produced by farms, including individual entrepreneurs.

Financing of agriculture is one of the strategic objectives of providing state support to
business entities and individuals of the Kyrgyz Republic, in particular for the timely conduct of
spring field work, further development of livestock, crop production and processing of
agricultural products.
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Within the framework of this strategy, various projects have been developed and are in
operation. For example, starting from 2019, financial resources of commercial banks and non-
bank financial and credit organisations were provided to economic entities for the development
of crop production, livestock breeding, processing of agricultural products at preferential interest
rates.

To date, the Government of the Kyrgyz Republic has implemented the Project ‘Financing
of Agriculture — 7°, which subsidises the costs of commercial banks and non-bank financial and
credit institutions from the national budget for 2019-2023 for the placement of loans at
preferential interest rates.

The procedure for granting loans is carried out in accordance with the requirements of the
legislation of the Kyrgyz Republic and regulatory legal acts of the National Bank of the Kyrgyz
Republic. Commercial banks and non-banking financial and credit organisations bear all risks on
the repayment of issued credits; the selection of borrowers is also made in accordance with their
internal procedures. The Russian-Kyrgyz Development Fund also plays an important role,
providing guarantees to commercial banks and non-bank financial and credit organisations. The
main condition is that commercial banks and non-bank financial and credit organisations are not
allowed to refinance the existing debt of borrowers. There are the following basic conditions of
commercial banks and non-bank financial and credit organisations, which are shown in Table 2.

Table 2
BASIC CONDITIONS OF COMMERCIAL BANKS
AND NON-BANK FINANCIAL AND CREDIT ORGANISATIONS

Target industry Crop production, livestock breeding, processing of agricultural products

Final interest rate 6 per cent per annum:
- For priority areas of lending;
- for the sector ‘Processing of agricultural products’;
8 per cent per annum:
- for entities engaged in horticulture and intensive forestry;
- for entities engaged in greenhouse farming and introduction of drip irrigation
systems;
- for entities acquiring breeding stock and livestock or equipment for artificial
insemination;
10 per cent per annum for the ‘Livestock’ and ‘Crop Production’ sectors.

Loan term No more than 36 months;
for loans granted for horticulture, intensive forestry, seed and breeding farms, newly
established food processing enterprises, greenhouse farming, introduction of drip
irrigation systems, it is allowed to set the repayment period up to 60 months.

Grace period Full exemption from principal contributions for up to 6 months

The priority condition is that credit funds up to 150 (one hundred and fifty) thousand soms for
individual loans and up to 500 (five hundred) thousand soms for group loans may be issued on a
collateral-free basis, with a repayment period of up to 18 months, in the presence of a written
recommendation of the aiyl okmotu. At the same time, the total amount allocated for these purposes
should not exceed 7 per cent of the total amount of lending.

Also, priority areas for lending are farms that have been duly granted the status of a breeding
plant, breeding farm, and seed farm, as well as entities engaged in the cultivation of sugar beet.

For additional support of agricultural producers, in case of insufficient collateral from
potential borrowers, guarantees are also provided by the open joint-stock company ‘Guarantee
Fund’, where farmers and co-operatives can apply for a guarantee. However, guarantees are
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provided to commercial banks and non-bank financial and credit organisations that have entered
into cooperation agreements with JSC ‘Guarantee Fund’.

There are also the following additional conditions by commercial banks and non-banking
financial and credit organisations for selected sectors of agriculture, which provide clarifications on
some of the conditions [2].

The development of the co-operative movement is necessary for Kyrgyzstan, at present, the
investment potential of individuals and the republic as a whole will be restrained and agricultural
co-operatives could possibly be the main factor in the development of agriculture as a whole.
Consequently, efforts should be directed towards creating prerequisites for the early development of
agricultural co-operatives as one of the highest advantages [4].

Sources:
(1). National Development Strategy of the Kyrgyz Republic for 2018-2040.
https://goo.su/Do8S
(2). National Statistical Committee, Kyrgyzstan in Figures, 2024. https://goo.su/o7rU091
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