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ABSTRACT

Small business in the Russian Federation is actively developing not only in large cities, but also in small rural settlements.
This is facilitated by the demand for agricultural products grown in ecologically clean territory. In addition, the Ministry of
Agriculture of the Russian Federation is developing support programs for rural entrepreneurs, which allows you to start a
business without high costs. This paper discusses farming in detail as the form of small agricultural business. The theoretical
part involves an analysis of the essence of the concept of a farm, the legislative aspect, the process of opening and the
difference from other forms of management. From a practical point of view, the place of farms in the Russian Federation
was determined in the structure of agricultural production. The study was conducted by systemic and monographic
methods. As a result, the advantages, disadvantages and prospects for the development of farming in Russia were identified.
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INTRODUCTION

In the modern agricultural sector of Russia, there are many forms of agricultural business, which are
based on private ownership, participation in the market, meeting the needs of agricultural consumers,
generating income and economic security. One of these forms of farming is farming. (O. Shumakova,
2014) The key problems in the development of farming in Russia remain the complexity of product
sales, low profit, feed and fuel prices. For the normal functioning of such an economy, the level of
economic efficiency is important, which is provided not only by the farm itself, but also by the level of
state support and the influence of natural and climatic conditions (Shvindt E.I., 2014).

The study of peasant (farmer) farms was actively engaged by such scientists as Chayanov A.V,,
Chelintsev A.N., Shmelev G.I., Nikonov A.A., Kryuchkov V.T., Serova E.V., Sharatanova E .E. and
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many others, referring their activities to the types of economic activity of the population. This is
evidenced by numerous publications related to this issue (Belova T., 2015).

Russian Agrarian Reform of the 1990s implied the creation of small family farms, which were to replace
the already ineffective Soviet collective farms and state farms (Barsukova S., 2010).

According to the results of the 2006 agricultural census, 253.1 thousand farms control only 15.5% of all
agricultural territories in Russia versus 59.2 thousand agricultural organizations (21% of them are
agricultural holdings), 66.2% of which are controlled all agricultural territories (Federal State Statistic
Service, 2018).

10 years later, according to the final data of the 2016 All-Russian Agricultural Census, which were
thoroughly analyzed in the 4th quarter of 2018, the number of farms over the past 10 years has
decreased by 31% compared to the 2006 agricultural census. At the same time, the average land area of
the farm over the past decade has more than doubled - by 57% in 2016. The reason for this reduction
is the consolidation of farms and the formation of agricultural holdings (Federal State Statistic Service,
2018, Ministry of Agriculture, 2019).

It is important to note that one of the most important areas for the development of the Russian agro-
industrial complex in the context of the policy of import substitution is the increase in demand for
high-quality domestic products. In this situation, a special function is performed by small agricultural
enterprises, including farms, whose activity allows to intensify the entrepreneurial initiative of rural
residents, create new jobs, and develop activities that farms are not always engaged in at present

(Borisov D., 2010).

Despite a number of features, changes and factors of doing business over the past decades, farming still
remains an attractive form of management. In this article we want to understand what farming
represents as a business unit, and what are the arguments for and against farming in Russia.

MATERIALS AND METHODS

The works of domestic and foreign scientists, agricultural economists, researchers and agricultural
consultants were studied for a deep and detailed investigation of the problem. For analysis, comparison
and conclusions, we used a combination of statistical data both separately for farms and for agriculture
as a whole in Russia, agricultural census data for several periods, federal laws on the regulation of small
agricultural enterprises (Enina D., 2018).

The initial data were investigated by methods of systemic and monographic analysis.

From the point of view of a theoretical study, the data obtained were processed by abstracting,
analyzing and synthesizing. Studying the problems of farms among other forms of small agricultural
business is based on the method of deduction. Identification of advantages, disadvantages, or problems
and positive trends by induction.

From the point of view of practical research, the results were analyzed by empirical methods:
monitoring the process and the results of farm activities over a number of years, description - recording
information on the functioning of farms for a certain period of time: using the results of an agricultural
census for decades, the opinions of farmers, consultants and specialists in management issues,
measurement - the number of farms operating in a particular field of agriculture in a certain IRS time,
their productivity, the number of comparison - comparison of the base year previous to identify trends.
(Derunova, E., 2012)

On the basis of the results obtained, clear conclusions were formulated on the problem under study.

THEORETICAL BASIS

Peasant farms in the Russian Federation engaged in the production of agricultural products are
included in the second sphere of the agro-industrial complex (N. Kovolenko, 2017).
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The main activity of farms is traditionally the production of agricultural products, with the successful
development of the farm, processing can be organized. But farms can engage in other activities that are
not prohibited by law, including those not related to the production of agricultural products. Therefore,
in farming, agricultural production can be successfully combined with other types of activities based on
the use of local resources: serving tourists, raising wild animals and providing services to hunters,
developing a variety of crafts, consumer services, etc. Due to the difficult situation in the economy at
present most of the farms combine the production of agricultural products with the provision of
construction, transportation services and the like (Kiselev S., 2010).
An enterprise is called a farm if at least 70% of the total profit is derived from agricultural products
(Petrovchuk L. A, 2015).
According to the Federal Law of June 11, 2003 N 74-FL (as amended on June 23, 2014) "On Peasant
(Farm) Farming" in the Russian Federation, a Peasant farm is an association of citizens related by
kinship (spouses, their parents, children, brothers, sisters, grandchildren, as well as grandfathers and
grandmothers of each spouse, but not more than three families, and (or) citizens who are not related to
the head of the farm. The maximum number of such citizens may not exceed five people with joint
ownership of property and jointly They are involved in production and other economic activities
(production, processing, storage, transportation and sale of agricultural products) based on their
personal participation (Federal Law of June 11, 2003 N 74-FL RF). An enterprise is created by a group
of people or a single person (individual entrepreneur), without or with the formation of a legal entity
(the formation of a legal entity is regulated by Article 86.1 of the 4th chapter of the Civil Code of
Russia).
A farm as a legal entity is a voluntary association of citizens on the basis of membership for joint
production or other economic activities in the field of agriculture, based on their personal participation
and association of property contributions by members of the farm.
The main provisions on which farm activity in Russia is based on the Federal Law of 11.06.2003 N 74-
FL:

e The unification of citizens must occur strictly on the principles of voluntariness;

e The personal participation of each member of the economy in its activities is assumed;

e A citizen has the right to be a member of only one farm with the status of a legal entity;

e In the case of collection of debt from the farm, the sale of its property should be carried out at
public auction.
e All members of the holding are responsible for each other - if one cannot fulfill his obligations,
the others must do so (Federal Law of June 11, 2003 N 74-FL RF).
For the purpose of coordinating their business activities, representing and protecting common property
interests, farms can create associations in the form of associations or unions of farms on territorial and
sectoral grounds, and can also be founders, participants, members of commercial and non-profit
organizations.
Thus, in Russia there are three types of farms: an individual entrepreneur, who is the head of the farm
or acting alone, the farm as a contractual association and as the legal form of a legal entity (Petrovchuk
L., 2015).
Not only the private interests of farm members are ensured in carrying out entrepreneurial activities
within the framework of a farm. The revival of agriculture, the provision of agricultural products on the
commodity market is able to solve problems of national importance, thereby ensuring the public
interests of the state and society (Elkina O., 2010).

PRACTICAL BASIS

Farms were developed in the process of reforming the agriculture of the Russian Federation,
(Kovolenko N, 2017). By the end of 2016, there were 174.8 thousand units of farms, they occupied
22.1 million hectares of sown area, which amounted to about 27.7 % of sown area in farms of all
categories in the country. In general, the share of farms and households accounted for 16.5% of the
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total agricultural land area - 57.6 million hectares. The average farm land is 226 hectares (All-Russian
Agricultural Census 2016).

In recent years, the process of creating farms has slowed down somewhat and their agricultural activity
has decreased. So, if in 1991 there were 49 thousand farms, in 1997 - 280.1 thousand, in 2005 - 257.4
thousand, in 2012 - 255.4 thousand, and in 2016 - 174.8 thousand (Census 2016, Federal State Statistic
Service, 2018).

18 541 units of farms and 853.9 thousand individual entrepreneurs were registered during 2018. Along
with the creation of new farms, there is a process of their collapse. In 1993, 14 thousand households
ceased to exist, in 1997 - 12.9 thousand, and in 2014 compared to 2012, the number decreased by 14.4
thousand households, in 2018 21 ceased operations. 7 thousand households (Federal tax service of
Russia, 2018). In 2013, small businesses accounted for 52% of gross agricultural output, including
potato - 86.9%, vegetables - 82.9%, milk 53.7% and meat - 33.1%. In value terms, the volume of
agricultural production from farms and personal subsidiary plots amounted to 1943.7 billion roubles
(45.8 billion euros at the exchange rate of 2013). Gross harvests of grain and leguminous crops for the
period 2005-2015 increased by 33.5%, sunflower - by 35%, vegetables - by 32%, potatoes - by 10.5%.
Thus, the growth rate of production in the agricultural sector over the past 10 years is 2.3 times higher
than in the industry. The second sector of the agro-industrial complex produces almost 45% of final
products. It involves more than 65% of fixed assets and 56% of the number of employees (KKovolenko
N., 2017).

Let’s consider in more detail the structure of agricultural production in Russia by categories of
organization.

Table 1 The production structure of basic crop products by type of agricultural producers, %

Year | Cereals and Legumes Sunflower Potatoes Vegetables
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1990 | 99.7 0.0 0.3 98.6 0.0 1.4 33.9 0.0 66.1 | 69.9 0.0 |30.1
1995 | 94.4 4.7 0.9 86.3 12.3 1.4 9.2 0.9 89.9 | 25.3 1.3 | 73.4
2000 | 90.8 8.4 0.8 84.3 14.5 1.2 7.5 1.3 91.2 | 22.9 24 | 747
2005 | 80.6 18.3 | 1.1 72.1 27.4 0.5 8.4 2.8 88.8 | 18.7 6.9 | 744
2010 | 77.1 219 ]1.0 73.0 26.4 0.6 10.5 5.5 84.0 | 17.1 114 | 71.5
2015 | 72.7 26.3 | 1.0 70.3 29.3 0.4 13.8 8.6 77.6 | 17.9 15.1 | 67.0
2016 | 71.1 28.0 |09 67.2 32.4 0.4 13.5 8.5 78.0 | 18.7 14.6 | 66.7

(Source: Federal State Statistic Service, 2018)

Table 1 shows the data on crop production by farm categories from the beginning of the agrarian
reform in 1990 to the results of the 2016 agricultural census. As far as large agricultural organizations
are concerned, there is a tendency to decrease production for all types of crop production during the
study period, this is due to outdated agricultural machinery, high fuel prices, a drop in labour
productivity, as fewer and fewer people work in agriculture, importing products into the non-seasonal
period still remains at a significant level, the measures of state support provided for by the Agricultural
Development Program 2013-2020 are starting to apply wider just in the last 3 years. Farms and
individual entrepreneurs are increasing production from year to year. The state is actively developing
supporting programs for small agricultural business, such as a grant to support young farmers, family
livestock farms, a grant for initiatives and the like. In households, the growth of potato and vegetable
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production was especially marked in comparison with 1990 and 1995, but further to the base year there
was a decrease in the productivity of potatoes and vegetables, which is associated with a change in the
way of life in rural areas.

Figure 1 Share in the production of cereals Figure 2 Share in the production of
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Figures 1 and 2 show the dynamics of the share of cereals, legumes and sunflower production. The
main producers of cereals and legumes in Russia are agricultural organizations, followed by farms, and
over 16 years the dynamics of production increased by 18%. The main producer of sunflower is also
agricultural organizations, the second place is taken by farms, in which production also increased by
16.4% over the study period. In the national economies of grain, legumes and sunflower, no more than
1.5% is produced for the study period.

Figure 3 Share in the production of potato, %
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Figure 4 Share in the production of vegetables, %
(Source: Federal State Statistic Service, 2018) (Source: Federal State Statistic Service, 2018)

Figures 3 and 4 show the dynamics of the share of production of potatoes and vegetables. The main
producers of potatoes are households, but during the study period, production from year to year is
reduced and decreased by 21.8%. Agricultural organizations are in the second place, where the growth
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is 11.2% for the study period, farms are in third place, where the growth of potato production is 10.5%.
The main producer of vegetables is also the national economy, over the study period, the share of
vegetable production decreased by 16.1%. Agricultural organizations with a production share of up to
23% are in the second place in terms of productivity. Farms are in last place, the productivity of
vegetables on farms is growing from year to year, there is an increase of 15.7% for the study period.
Next, we consider the structure of livestock production by categories of producers.

Table 2 The production structure of basic livestock
products by type of agricultural producers, %

1990 2000 2006 2010 2016
Cattle
Agricultural 86,8 43 32,7 31,9 32,6
organization
Farms 0,01 1,79 4,7 7,9 8,4
Households 13,2 55,2 62,6 60,2 58,9
Milk
production
Agricultural 76,2 47,3 449 478 49
organization
Farms 0 1,76 4,7 6,6 7,0
Households 23,8 50,9 50,4 45,6 44
Pork
production
Agricultural 65,8 27,6 52,7 78,2 80,5
organization
Farms 0,01 2,23 3 1,4 1,3
Households 342 70,2 443 20,4 18,2
Poultry
Agricultural 69,9 65,4 88,4 91,5 91,9
organization
Farms - 0,39 0,6 1,1 1,0
Households 30,1 342 11 7,4 7,1
Sheep and
goat
Agricultural 57,9 10,8 8,9 7,9 7,8
organization
Farms 4,08 18,6 21,2 21,7
Households 421 85,1 72,5 70,9 70,6

(Sonrce: Federal State Statistic Service, 2018)

Table 2 shows data on types of livestock products by category of producers in the study period from
the beginning of the agrarian reform to the last agricultural census. There is a decreasing cattle
production by agricultural organizations, there is a slight growth trend of 8.3% on farms, in contrast to
households, where the growth at the end of the study period is 20.2%. Milk production in agricultural
organizations also decreased, on the farms there was a slight increase, and in households the increase
was almost 2 times. There was an increase for the study period in agricultural organizations involved in
pork production, the average share of production does not exceed 1.6% on farms, there is a decrease in
the share of production by 16% in households. Agricultural organizations are successful in poultry
production, the growth was 22% in the households, the share of production does not exceed 1% on
farms, the share of production decreased by 23% over the study period. The production of sheep and
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goats among agricultural organizations decreased by 50% for the study period, farms produce an
average of no more than 20% of sheep and goat’s production, and in households there is an increase in

production by 28.5%.
Figure 5 Share in the milk production, % Figure 6 Share in the cattle production, %
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Figures 5 and 6 show the dynamics of milk and cattle production. Agricultural organizations are the
first in milk production, although at the beginning of the study period the leaders were households.
Farms occupy 7.3% of production at the end of the period. Agricultural organizations are the leaders in
cattle production, but their productivity decreased by 9.2% over the study period. Farms ranked second
in milk production, with growth of 6.6%. The increase was less than 1% in households.

Figure 6 Share in the poultry production, % Figure 7 Share in the pork production, %

100,0 82,1
80,0 65,4

/ 80,0
60,0 70,2
40,0/ 34,2 80,0
I , 40’0 ZE’—/
20,0 7,3 17,6

0,0 0,4 1,1

100,0 81,0

2,2 1,4
S & &SSP o0
O N S S S S S & F P PO O > 0
D S S S SN O
e Agricultural organizations
== Agricultural organizations
e Farms
e Farms
Households
Households
(Sonrce: Federal State Statistic Service, 2018) (Source: Federal State Statistic Service, 2018)

Figures 7 and 8 show the dynamics of poultry and pork production. The leader in poultry production is
agricultural organizations with an increase of 16.7%. Poultry production decreased by 26.9% in
households. Farms produce no more than 1.1% of poultry products. The main producers in pork
production are agricultural organizations, during the study period, productivity increased by 53.4%,
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households fell to second place, but the share of production fell by 52.6%, and farms produce no more
than 2.2% of production.

Figure 7 Share in the production of sheep and coat, %
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Figure 9 shows the dynamics of sheep and goat production. The leading producers are households, but
in the study period, the share of production decreased by 14.5%, farms have been the second largest
producer of sheep and goats in recent years, their share has grown by 17.6%, while the share of
production in agricultural organizations has decreased by 3.2%.

Based on the analysis of the agricultural production structure, the predominant form of agricultural
business is agricultural organizations, farms are on the second place, the most productive areas in
agriculture are the production of cereals, legumes and sunflowers, as well as the production of sheep
and goats.

Thus, the structure of agricultural production in Russia was completely analysed for all categories of
agricultural producers.

CONCLUSION

After a detailed analysis, the following advantages and disadvantages of farming as a form of small
agricultural business can be distinguished.
Advantages:

e DPersonal choice of how to arrange an economy: individual entrepreneur or legal entity
e All members of the farm are equal owners of property

e To create such a form of management there are no requirements for the minimum authorized
capital (for ordinary legal entities - from 140 euros).

e Registered farmers are more likely to receive state or municipal subsidies.
e Farms can receive land for activities on preferential treatments.
e Significantly less accountability volume compared to other forms of agricultural business.
Disadvantages:
e The ability to attract only 5 people to the association who are not relatives. - For all members of
the economy, personal participation in agricultural work is mandatory, which makes it difficult
to attract new members and even more investors.
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e In case of financial problems at the farm, its members will have to bear personal responsibility,
including at the expense of private property, because the legislation on farms has not been
worked out enough, many areas are not regulated.

Prospects:

As the analysis of the structure of production has shown, at the moment there are few promising areas
of crop production and animal husbandry for opening a farm. Farms occupy leading positions in none
of the elements of the production structure unlike agricultural organizations and households. Moreover,
at present, it is rather difficult to call Russian agriculture modern and prosperous. Despite the constant
high demand for food products among the country population, the organization of production and
access to the market require significant costs. This form of small agricultural business is suitable for
large families living in rural areas. It makes it possible to rely on state aid, including the allocation of
land and at the same time does not burden the owners with paper bureaucracy.
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