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ECONOMIC SCIENCES

AGRICULTURAL INSURANCE AS AN AGRICULTURAL RISK MANAGEMENT TOOL

Manucharyan M.
Ph.D. in Economics, Head of Departméea&nior Researcher,
vhe Institute of Economics after M. Kotanyan,
National Academy of Sciences of the Republic of Armenia
Lecturer in the Chairs of Agrarian Economics
and Agrarian Policy and Consulting,
Armenian National Agrarian University
Abstract
The article discusses the importance of risk management through insurance in the agrarian sector, as well as
the stages of the risk management process, areas of risk, risk assessment methods, etc.
Studies conducted in our area of risk management aralie for generalizing the main factors that directly
affect the effectiveness of risk management in the agrarian sector of the country at the current stage of economic
transformation.
Summarizing, we came to the conclusion, that the types of agricuiskaland the introduction of the ap-
proaches to the application of insurance methods in the Republic of Armenia have their unique place in the regu-
lation of the agrarian sector, and we have made suggestions based on it.

Keywords i agriculture, risk, managment, insurance, agrarian sector, process, loss, method, damage

Insurance plays an important role in the managef the peculiarities of the risk nature, which can be iden-
ment of the agrarian sector risk management and théiied following:
consequences. That is why the state regulation of the - risk is associated with possible losses, damages,
agrarian sector related to the introduction and develop- - the choice of decisions is made under uncer-
mentof these risks insurance is a crucial condition fotainty;
the government to promote the production, processing - each alternative decision has a certain likelihood,
and sales of agricultural products, raw materials, food - risk may also have positive consequences,

and other products. - effective risk management is one of the most im-
Scientific and technical progress provides an opportantprerequisites for economic development [7].
portunity to identify ancevaluate many types of risks, At the same time, it should be noted that it is not

the causes and manifestation of caasdeffect rela- so important to have a clear classification of numerous
tionships in public life and their impact in the contextand varied risks, as there may be and in fact there are
of socieeconomic development. quite different approaches to how importanirtieéec-
Agricultural production is characterized by hightive, scientifically justified management. Agricultural
risk, which is conditioned by instaity of agricultural risk management includes business principles, meth-
products in the international market, price changes, ilnds, systems management modes for efficiency and
cluding energy prices, policy changes in the sectoprofitability, and insurance through its management,
which can lead to a sharp decline in economic activitglso requires insurance market reseaaoljysis, plan-
and a decrease in competitive ability. In addition, comming and forecasting systems adequate insurance activ-
pared to otherextors, agriculture is the most exposedties. In order to prevent possible adverse consequences
to climate conditions, which is mainly driven by theas a result of the risky event it is necessary to develop
sector's vulnerability. There is still unified approach ira situational plan. The Situation Plan contributes to the
the classification of risks, and there is no definite defireduction of ngative effects that will have a positive
nition of "risk". However, it should be notdtiat the impact on the outcomes of the economic entity.
opinions of scientists in that direction are not so contro-  To illustrate the essence of the risk management
versial as they complement each other. Specifically, rerocess, we present it in the form of a chart (Figure 1).
searchers in the field of risk research emphasize some
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Figure 1. Risk Management Process Flowckart

1 - data collection and processing 3.Insurance method.

2 - qualitative risk analysis 1.In the case of Loss Prevention and Control, pre-

3 - quantitative risk analysis ventive measures are taken to minimize or eliminate the

4 - acceptable risk assessment likelihood of risk. For example, fire protection

5, 11- assessment giossible risk reduction measures are being implemented, -antffolding de-

6,12 - risk reduction options and evaluation ofvices are installed to raise the level of property protec-
methods tion and so on.

7 - Evaluation of the possibility of increased risk 2. In the case of seihsurance, people accumulate

8 - Creating risk options and choosing methods cash so that they can manage their losses @mntkmtly
9, 13- assessment of expediency of risk reductioif they occur in their lives, such as rebuilding and ren-
10- assessment of expedcy of increase of risk ovating the house, paying medical expenses, or other-

14 - choosing a risk reduction option wise. The organizations create selfurance funds to
15- Implementation of accepted risk regulate their losses independently.
16 - Refusal to perform unjustified risk. 3.In the case of insurance method, natural calleg

In order to ensure the effective and justified manpersons are paying insurance premiums to insurance
agement of the agricultural risks, the management proempanies in return for reimbursement of the damage
cess in pactice is carried out in the following two caused to the insured risk.
stages: The insurance and seélisurance methods of the

1.During the first round, risks are identified andrisk management are called risk financing. Role of mar-
analyzed in detail. Subsequently, the identified risks akeet relations is ammpanied by the creation of a com-
assessed taking into account the frequency of occyretitive environment, the expansion of the private sec-
rence and the level of damage. tor, and the increase in investment inflows through en-

2. During the seond stage, a risk managementrepreneurial activity. At the same time, there is some
process is implemented, which is the risk of negativenpredictability of the market, increase of insolvency
impact reduction and mitigation measures. of certain groups of businesses, reduction of volumes

In practice risk management techniques during thef production of a number of products due to+tom-
second stage of the 5 main agricultural risk manageetitiveness, lack of reliable information and the emer-
ment, the following methods @hanagement are usedgence of sales problems due to imperfection of market-
in agricultural risk management; ing work. Complex managemerglated complicéons

1.Method of prevention and control of losses  and many other factors condition the need and rele-

2.Selfinsurance method vance of risk management in the context of economic
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transformation taking into account irreversible pro-  The relationship between agriculture and develop-
cesses of ongoing globalization and the fact that in theent of rural areas is obviguso there is no need for
case of economic and political instatyilithe risk fac- additional justification. Along with this, the peculiarity
tor is increasing dramatically. This also applies to agrof agriculture lies in the fact that the consumption of
cultural production, agricultural products markets andgricultural products (untreated and recycled) is one of
risk management in the agrarian sector. The managée main preconditions of human existence (along with
ment of risks in the agricultural sector has a special sigir and water), so risk management, including insur-
nificance, becausddr centuries accepted the view thatance in agriculture, is of vital importance.
agriculture is the heart of the country's economy, which ~ Agrarian sector also has a special significance in
is in addition to food and raw material production, esterms of food security of the country, as well as-full
sential for environmental protection, rural developfledged nutrition and healthy lifestyle. Only the afore-
ment, demographic settlement, national , preservationentioned "functions" are sufficient grounds to con-
of traditions and traditions, ultimately, for the creatiorclude that effective management of risks in the field of
of a number of material and public goods" [1]. agriculture as an essential part of livelihoods is of stra-
The "multifarious” nature of agriculture is that ittegic importance, as is known, the effectiveness of risk
has a particular importance in macroeconomic stabilmanagement is one of the key prarisges for sustain-
zation, improvement of the social situation loé tpop- able development in the sector.
ulation, demographic, rural settlements, proportional Considering the risk factor in agricultural produc-
development of rural areas, ethnographic and a numhken, Gryadov says'Risk is a potential risk of loss of
of other spheres. income, loss of resourcefd, p. 27]. The classification
Currently, 40.9% [3, p. 88] of the rural popula-of risks according to the causes andirttassociated
tion's income (in 1076.9 thousand people in 2017) [3psses is shown in Figure 2.
p. 12] comes from theate of agricultural products and The risk management process consists of three
employment in rural communities. Number of em{phases:
ployed in agriculture in January 1 of 2018 was 31.3% 1. risk disclosure,
or 317.1 thousand people were involved (including 2. measurement or evaluation of risk;
hunting and forestry) [4, p. 70]. Local agricultural prod- 3. risk control.
ucts (raw material products) and their processing Risk disclosure involves regularly recognizing
products are competitive in foreign markets, which aland studying risks that are typical for a given type of
lows to gradually increase exports (1380.2 in 201 activity. All the ingredients need to be explored to
2013- 1478.7, 2014 1547.3, 2015 1485.3, 2016  identify the risks
1791.7, 2017 goods of $237.7million) [3, p. 10]. It - hazards that can lead to unfavorable results;
should benoted that the majority of the Armenian com- - enterprise resources that can be exposedks;r
munities are rural and internationally accepted by the - planes that increase or decrease the likelihood of
NUTS-3 classification, the majority of the country's ter-isk;
ritory is rural areas. - losses in which risks are reflected on the re-
sources.
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The sectors of risks occurrence

Nature Technical Public environment Economy
environment
[ | | ]

Risk affected facilities

Workforce Property Fund linformation
| | | ]
I
Losses
[
[ ]
Financial losses Intangible damages (cannot be assessed
| money)
Personal income loss

Destruction of property, injury, loss

Lack of profit unpredictable expenses

Information kidnapping, mutilation, destruction

Figure 2. Classification of risks and losses by reason of occurrence [5, p. 101]

Information needed to identify risks can be
obtained in a variety of ways, including their
combinations (Figure 3p, p. 106].

Risk disclosure

| | | |
Physical Technological and Study of Interview with

Inspections other processes se- documentation key staff
guence schemes

Figure 3. Informational basis for risk disclosure

Risk measurement orevaluation is the second -FMEA (failure modes and ffcts analysis) ac-
phase of the risk management procBssk assessment cident analysis and their impact analysis,
is the definition of size degree of riskelihood and - overall risk assessment,
potential damage. -Risk indices.
There are different risk assessment methods. 2) The simplest methods of risk assessment that
1) The most complex and expensive methods arare accessible to the organization.
-HAZOP (hazard and operability) hazard- in- - risk probability assessment;
teroperability, - risk rankings.
-HAZAN (hazard analysis) hazard analysis One of the mosimportant moments in risk assessment

is the risk grouping, according to the size &rduency
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ratio of possible damage. This ratio is usually presented
in the form of a risk triangle (Figure 4).

Seriousness

v

Frequency
Figure 4. H a y sk grogphaécarding to theirdfrgglieacy énd seriousness of losses) [5, p. 107]

Most of the lower level is the most frequent lossesesources for the elimination of the effects can be
in small amounts. The average level, the damage is leshieved only on the basis of insurance. For this pur-
frequent, but by size more serious. The togtay dis- pose, even the simplest quantitative assessment of risk
astrous and rarely damaged. If, in the event of the firi useful for the organization.
two levels of damage, the entity may rely on its own  The seriousness and likelihoodtbg loss is esti-
ability to cover losses, this cannot be the case for catatated by the scale of coefficients that can be deter-
strophic damages. The seriousness of the damage anithed by experts based on previous experience (Table
endangers the existencetb& organization's financial 1) [5, p. 108].

Table 1.
Risk assessment scale
Risk probability scale The scale of the seriousness of tis&

Coefficient Significance Points Significance

0 The damage is impossible. 0 Minor damages within current costs

0,1 Probability is extremely small 1

0,2 The damage is unlikely 2 Medium Size Damages

0,3 Not great probability 3

0,4 The probabilityis slightly less than 50% 4 Subject to supervision

0,5 The probability is 50/50 5

0,6 Quite likely 6 The big damage is in the past

0,7 More likely than not 7

0,8 It's predictable 8 Serious damages

0,9 It is highly probable 9 Very serious damages

1,0 It will definitely happen 10 Catastrophic damages

The most typical situations in the Risk Scale are anain factors that directly affect the effectiveness of risk
follows: 0.1- 0.3 in the likelihood of fire or explosion, management in the agrarian sector of the Republic at
0.9, enterprise small robberies probability. In this caséhe current stage of economic transformation (at the
it is necessy to take into account the annual risk oflevel of economy and state). One can distinguish be-
risk taking into account the probability assessment. It tsveen them:
important for defining financial sources of damages. a) at the level of peasaeconomy;

The seriousness of the damage is estimated-1dt 0 - introduction of advanced production technolo-
balls. In the middle of the scalé points, isthe level gies, implementation of agitechnical requirements,

of damage, the lower the size of which does not have a - given the climatic conditions of the region, the
significant adverse effect on the annual performance dfjht choice for specialization in agricultural produc-
the company. A substantial part of the property riskgon, diversification of agricultural pduction,

may be subject to a monetary assessment of the dam- - effective management of water and land re-
age. sources by applying modern methods of drainage (drip,
Risk Control - The final stage of risk manage- rain, closed pipelines, etc.), as well as other activities
ment. It includes 4 main strategies: avoiding risk, reaimed at improving crop rotation and land improve-
ducing, restraint and risk transfer. Risk control usuallynent,

acts in 2 ways: physical and financial control. Physical - agricultural insurance risks,

control means the use of various means that allow them - diversification of risks through cooperatives' for-
to lower the likelihood of damage or the extent to whicimation among the businesses involved in cooperatives,
they are likely to occur. as well as the creation of preconditions for increasing

All these physical controls on the risks generatéhe efficiency of agricultural production,
appropriate costs. General rule: risk prevention and re- - implementation of contractual relations in the
ducing costs should not exceed the amount of damag®odiwcerprocuremenprocessing chain, gradual use of

Financial cotrol of risks is to look for potential forward, futures and options options for the solution of
sources of losses in monetary terms. Compensation dae sale of agricultural products,
be made through seifisurance and insurance, i.e. by - acquisition of alternative sources of income (ex-
transferring the risk to an insurance company. Our studept agriculture) (national crafts, agro tourism, forest
ies in risk management are the basis of generalibimg tharvestng, etc.),
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- the organization of agricultural processing asnd are characterized by climatic, maade, commer-
well as the use of other means (methods) to increase thal and other types of risks,

competitiveness of the economy; - risk managemenis one of the most important
b) at the level of public administration; preconditions for sustainable development in every sec-
- assistance in the introduction of an effective intor of the economy (including agriculture) and, taking

surance system into account the specific role of agriculture in the real

- provision of reliable information, consultation, sector of the country, agricultural insurance has a stra-
- raising the role of the state in the field of foodtegic importance,
market regulation, - risk management is to avoid possible losses, or
- expansion of state support for subsidization, prae reduce losses, and, on the other hand, to take ad-
vision of tax privileges, sale of agricultural productsyantage of the opportunities available, taking into ac-
other issues afiational importance, count that managerial decisions should be taken as a re-
- creation of a favorable investment environmentsult of the risk assessmeffibrecasting),
implementation of targeted programs for small and me- - mitigating negative effects is also one of the most

dium-sized businesses, important components of risk management,

- the introduction of modern technologies, tech-  -risk prevention measures should be implemented
nical equipment, encouragement of innovation activityat all levels of management,

- implementation of targeted policies aimed at pro- - the scientifically sound management of risks is
tecting the interests of the domestic market and domeke key to businesfficiency,
tic producers, - risk management at the current stage of eco-

- implementation of state programs for the develnomic transformation in the Republic is not yet suffi-
opment of organic agriculture, as well as internationaktiently implemented,
ization of the agrarian sector, - risk management is one of the most important
- preventon of natural and other disasters, mitigaprerequisites for creating a favorable investment envi-
tion of their consequences, ronment.
- strengthening state control over food safety, vet- From the aformentioned, we can come to the con-
erinary and sanitary and phytosanitary, clusion that the types of agricultural risks and the intro-
- expansion of support, development and impleduction of the approaches to the application of insur-
mentation of effective scientific and educationabp ance methods in the Republic of Armenia have their

grams in agriculture. unique place in the regulation of the agrarian sector.
The impact factors listed above generally charac-
terize the main directions within which measures we REFERENCES:

can most effectively promote in the field of risk man- 1.Avetisyan S. "Problems of the Formation of the
agement in agriculture. Moreover, the mentioned dire&grarian Market of the Republic of Armenia in Tran-
tions, in our opinion, arelevant not only to the current sitional Economy”, Yerevan, Vahan, 2002, p. 132
stage of economic reforms, but also in the visible fu- 2.Bayadyan A. H. "Assessment of the Company's
ture. As a result of studies in this section, some concl&inancial Position", Yerevamsoghik, 2002, p. 216.
sions can be made, in particular, 3.Food Seurity and Poverty. Statistical Bulletin,

- the need for effective risk management is risingRA Statistical Committee, 2018 Janusgptember,
along with economic developent and economic trans- Yerevan 2018
formation; 4.Labor market in the Republic of Armenia

- based on the high level of agricultural produc20132017. Statistical Handbook: Statistical Commit-
tion, one of the best risk management tools in the agrdee of the Republic of Armenia, Yerevan 2018
ian sector of Armenia is the introduction of an efficient ~ 5.Fyodorova T. Al'Insurance"{ .: "Econo-
agricultural insurance system, mist", 2006.

- risk can have both negatiead positive implica- 6Gryadov S. | . AEnNMOOoepreneur ¢
tions, entrepreneurship and risk are one of the most cd: Kolos, 1997
related categories, the risk is an objective phenomenon 7.Manifestation types of risks of agrarian system
in any area of activity, and their essence in the Republic of ArmeWiarld

- the risks are numerous and varied according 8 c i e r8@¥, Vol. 4, March 201&oland, Warsaw
the classification of sectors, are mainly manifested ip. 4-8
socioeconomic, political and environmental spheres,
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THE ROLE OF STATE SUBSIDIZING IN THE PROCESS OF AGRICULTURAL CREDITING

Manucharyan M.
Ph.D. in Economics, Head of Department, Senior Researcher,
uhe Institute of Economics after M. Kotanyan,
National Academy of Sciences of Bepublic of Armenia
Lecturer in the Chairs of Agrarian Economiasd Agrarian Policy and Consulting,
Armenian National Agrarian University

Abstract

The article discusses the key issues of the role of subsidizing in the agricultural crediting process of the Re-
public of Armenia. International experience analysis shows that both the developed and emerging economies are
integrating with the policy of statsupport for agriculture.

The main purpose of agricultural subsidy is to create competitive environment in different natural conditions
of the Republic of Armenia and to create conditions promoting the development of branch priorities. Based on the
reseach in the article, valuable suggestions have been made regarding the financing of agriculture.

Keywords 1 subsidizing, state support, crediting, interest rate, agriculture, rural areas, efficiency.

As a result of the market orieatton of Armenia's contributes to the development of rural areas, the regu-
economic policy, liberal economic relations have beelation of denographic processes, the protection of hu-
formed in the agrarian sectovariety of ownership, man biological environment, natural landscapes and
liberalization of prices for goods and services irecosystems,
support of the limited real competitive opportunities are  4.agriculture is not only a major supplier of prod-
revealed most compketeach region and generatingucts but also an important consumer of goods and ser-
entity. This gives the opportunity to make the stateices. Therefore, it has a great influence on thesire
support policy more targeted and productive, takingf the economy and economic growth,
into account the peculiarities of the agricultural sector.  5.as theagricultural commodity producers work-

In recent years, the Republic of Armenia receivethg in different climatic conditions, production vol-
considerablesupport in the rehabilitation of irrigation umes and prices are quite varied and unstable. There-
systems, improvement of land, provision of veterinarjore, from the point of view of the economic security of
services, industrial and social infrastructureahe Repiblic of Armenia, there is no justification for the
developmentAs a result of the implemented policylack of strategically important food products through
positive progress has been registered in the sphereiwmport and longterm investments.
agriaulture. These reasons are heavily dependent on the

However, in the different agricultural zones ofeconomic and food security of the country, the
Armenia, due to the difference in natural andlevelopment of rural areasd the protection of sub
production conditions, there is apparent inequality isystems for implementing a more targeted policy of
the competitiveness of economic entities engaged state support to agriculturé&or the purpose of this
agricultural activities. As international experience concept, subsidy is free and irrevocable monetary
shows, in such a situation, the state regulatorgssistance provided to economic entities from the state
instrument is the subsidization of agriculturebudget of the Repalic of Armenia for the purpose of
contributing to thecrediing process, which is also promoting certain sectors of the economy or activities.
purposefully used to promote the most important  Studies of experience of different countries show
agricultural sector outcomes. that the following forms of subsidization are applied in

The main purpose of agricultural subsidy is to creagriculture:
ate competitive environment in different natural condi-  1.Supplementary fees for purchase priceThe
tions of the Republic of Armenia and to create condstate establishes guaranteed (targeted) prices for agri-
tions promoting the development of branch prioritiescultural products produced in the country. Then, based
International experience analysis shows thahlibe on the market situation, statevned farmers are com-
developed and emerging economies are integratimgnsated for the difference in market prices.
with the policy of state support for agricultugich an 2.Support to the market prices. This mecha-
approach is justified by the following reasons [1]: nism, in esence, is a form of indirect subsidization,

1.agriculture is regarded as a strategic economighich is implemented through regulation of the mini-
area because food ssififficiency mitigates the coun- mum market price of agricultural products sold in the
try's food security risks in an emergency situation,  country. Generally this is done by setting up high cus-

2.agriculture depends on natural factors that limitoms duties on imported, similar products subject to
the possibilities for production diversification and cresubsidization.
ate unequal conditions for farmers in different natural  3.Payments for land developmentlin this case,
zones. In addition, lahinvestments are not easy todifferent subsidizing mechanisms are applied for each
quickly reorient in the production of other products, unit of cultivated land.

3.agriculture is a multipurpose field, it is not lim-
ited to the production of agricultural products but it




10 Danish Scientific Journal 24,2019

4.The compensation _expense _associated with According to data of the Central Bank of Armenia,
the acquisition of production factors.In case of sub- in 2018, by the end of September, commercial banks
sidization, the stateompensates for the acquisition ofprovided 2.666.441 million AMD loan to residents
necessary resources, machinery, equipment, fertilizefspm which 143.153 million AMD fall to agriculture
fuel, lubricants, etc., as part of the costs of irrigatiof490 AMD=1$ USA) [4]. In other words, agricultural
water, as well as insurance [2]. loans made up 5.4% of total loans. According to Arm

According to the World Trade Organizationl nf o6s Fi nanci al Rating of

(WTO) criteria, subsidy in agrulture is divided into by January 1, ACBACredit Agricole Bank is tradition-
green, yellow and blue baskets, which meet thally ahead of the volume of agricultural loans, whose
following requirement§3]: loan portfolio has over 37% of its loan portfolio.

"Green basket": this group includes those subsi- It should be noted that ACB&redit Agricole
dies that do not cause deviations in trade, and if thBank CJSC's share in the aggregate loan portfotiosof
happens, then the minimum amount. Among the prdsanking system for 2032015 made over 96% [5], and
gramsincluded in this basket include payments for enin 2017, as of January 1, this share has dropped to 52%
vironmental protection, pest and disease control, infrg6], which testifies to the fact that the number of banks
structure development, education, training, researchnd other financial institutions implementing agricul-
consulting, inspection services, income insurance, maural crediting has been expanded
keting services, regional relief programs adlas rel- As it is known, the interest rates on agricultural
atively support for poorhkglimatic, ecological and eco- credits in Armenia are financed within the state pro-
nomic conditions, natural disasters support for the pr@gram aimed at partial subsidizing interest rates on cred-
vision of food aid within the country. its provided to individuals and legal entities engaged in

"Yellow Basket": this group includes those sub-agribusiness, by improving creditingpnditions con-
sidies given to local producers, related to théeesteg- tributed expanding capacities of entrepreneurs, intro-
ulation of prices for agricultural products and technicalluction of modern technologies, increasing agricultural
support for equipment acquisition. The "Yellow Bas{productivity. The State Program for Farmers' Subsidi-
ket" events have the consequences of breaking the cormation was approved in 2011 on April 1. Funding held
petitive environment of agricultural commodities anda 14% interest rate, 4% ofhich is subsidized by the
the World Trade Organization requsra sharp limit. state and border villages it is 6%, with 6 month grace

The"blue basket" measures are also just a formperiod. The average loan size was 625 thousand drams
of government support, but have a more limited impa&MD (490 AMD dram=1$ USA). In 2015 government
on competition in international trade. Therefore, theecided to increase subsidy up to 3 million drams AMD
part which aims at regulating the production of noand for 2 years. Themwount of subsidies made up 6%,
more than the fixed quantitied certain products, not which means villagers can borrow agricultural credits
limited. And the part that is directed towards increasingt an annual interest rate of 8% [6]. In Table 1, we have
the income of agricultural producers is subjectto ces u mmar i zed t h
tain restrictions. provided to t

Ministry of Agriculture.

Table 1.
Summary data of the program "Subsidizing interest rates on loans in the
agricultural sphere"/14.09.201730.09.2018]7]
Financial Structure Total amount of credits| Subsidy amount of credit
provided fram,AMD) | interest ratedram,AMD)
1. AACBA-CREDIT AGRICOLE BANKb CJISC 13 331 730 000 235 951 196
2."CARD AgroCredit" UCO CJSC 2518 600 000 67 761 031
3. fiFarm Credit Armeni@UCO CJSC 2 763 890 000 91 171 048
4. iKamurjo UCO CJSC 1 085 900000 27 65498
5."HZ and NK" UCO CJSC 65 025 000 797 717
6. iConverse BankCJSC 125 500 000 978 620
Total 19 890 645 000 424 225 109

It should be noted that as a result of the As aresult of partial suldization of agriculture:
implementation of the project, the volumescoédits a)prior to the implementation of spring agricul-
provided and the number of borrowers have increasedral works, the agrtechnical requirements of agricul-
Taking into account the fact that agriculture, especiallgural crop cultivation will be supplemented with the re-
the branch of plant growing, is operating in the opeplenishment of working capital of the farmers, and as a
air, the number of borrowers has increased, which, duesult, the yield wi increase,
to various risks, has not been atderepay theicredit b)the area of arable lands not used in the usual and
amounts together with defined interest rates. purposeful significance will be significantly reduced,

The socioeconomic outcomes expected from agri- c)the level and efficiency of use of land and labor
cultural subsidies are quite high, which will create adresources will increase,
ditional conditions for poverty eradication in rural ar- d)the raw material base of the food processing in-
eas. dustry and prodction volumes will be stable, which

e data on AThe
he agricultural

B a

S

L

«



Danish Scientific Journal Ry 2019 11

has a significant role in improving the macroeconomitavorable conditions for their activities. As an example
indicators of the country, can serve agricultural banks, specidizmicrofinance
e)the use of subsidizing mechanisms will allowinstitutions (Microfinance Institutions, MIFs), credit
creating prerequisites for the organization of a widasnions, financial organizations based on membership.
spread registration in agriculture, 5.Ensure tax, customs and other benefits that will
f) oppatunities will be created for the formation make economically profitable lortgrm cooperation
of a preferred specialty and regulation of productiobetween agricultural producersich their processing

volumes in line with market requirements, and exporting enterprises in relation to their issuance of
g)the level of food security of the country will in- loans and procurement contracts, as well as reducing
crease and rural poverty will be reduced. the price and sales risks.
Based on the foregoing) terms of agricultural fi- 6.Promote leasing development that will enable
nancing we offer: farmers to obtain agricultural machinery by impletaen

1.Ensure targeted and effective use of restricteidig periodic payments in a lostgrm period. Assist
funds from state and international organizations arfdrmers in using these services, subsidizing interest
foundations, oriented development and implementatiarates and other measures.
of long-term systematic programs. In particular, it is 7.Take measures to introduce an insurance system
important to highlight the different projects aimed ain the agricultural sector that will boost the volumes of
the production, processing or export of agriculturatrediting and impove crediting conditions, interest

products. rates, terms and security.
2.Take an active public policy focused on creating
favorable conditions for private equity financing in the REFERENCES:
field of agriculture. It is necessato create favorable 1.Armenia’'s Agriculture Problems and Develop-

conditions that will channel private capital through thenent Perspectives, pp.-&4
financial market and market mechanisms to agriculture, 2.Reforming agricultural subsidies, world re-
ensuring the growth of crediting volumes necessary f@ources institute, Washington D. C., pl®
the sector's development and will simultaneously form  3.https://www.arlis.am/DocumentView.aspx?do-
mutually bewficial conditions both for financial organ- cid=21930
izations and for farms. 4.https://www.cba.am/am/SitePages/statmonetar
3. Develop and consistently implement agricul-yfinancial.aspx
turalspecific risk management and appropriate man-  5.http://www.raed.am/images/Scan0135.jpg
agement measures, contributing to financial flows to  6.http://finport.am/full_news.php?id=30371&Ilan
this area and promoting the interest ratedge terms, g=1
lending currency and loan maturity issues. 7.www.minagro.am
4.Take measures to create new specialized institu-
tions dealing with agricultural crediting and to create

SYSTEM OF NATIONAL ACCOUNTS AND MAJOR PROBLEMS OF THEIR APPLICATION IN
THE REPUBLIC OF ARMENIA
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Abstract

This article discusses the need to regulate economic adtivitygh state intervention in the economy in the
Republic of Armenia. The importance of the role of using the System of National Accounts (SNA), which repre-
sents the country's economy at the macro level, has been revealed. Analyzed the statistictedatainfindi-
cators of the SNA, as well as the dynamics of development of individual industries in Armenia from 2014 to 2018.
Based on the study, the author identified the main problems associated with the use of the SNA in the country
regarding the iderfication of goods or services, double counting and the underground economy. Based on the
identified problems, the author made specific proposals for their solution, the implementation of which will play
a significant role in the development of entrepreskiprin the Republic of Armenia.
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Il HOdzdzts?2 MlsOls! j twwOMmMimdsslstej dz@ otsftetsm’ dagj sBrtSHJdBSMIsd t
fsmMtej HMsosd3 csMkzH OMise j dzdzse s o d3j h Olsj dz' Mlsoa © o 1+ € tsdzts d3d
tetsdzd dMftsd LsoOdedY wdMmisj d3Fr dz2Oydosdz®@dzw gelsm { sy ¢ EuMmis e
BOCtwcskztiesodzgj. ) tesOdZOdzdL Jtetseo Odz"r MisOIsdmMisdud MSdy HOdzdz §
ttOLodlsdwY B®IsHjdz dgf 7 tslsteOfdzj 2 o odtedijdedd M 2014 s 2018¢
9" Wy dzj dzf sMmdetse dz' | fifoteva BQidgr d3r il Cfsfististdedz! jL so Odzd j d3 81 & o Miste!
dHjdsd¥deOoydd bse Otese ddzd EffdzEe, HoB2dsces MuilO d Isj d
Oolststetsdy MHJ &ZOdz" CBdeStejlsder § ftojHdzsyjddy 5 da tjh jdds
tesde tOLodlsdd ftejHftedded 3O dz' Mlso © o t iMmMfEeddSy ¢todsd dedV

Keywords: System of national accounts, gross domestic product, net exports, personal income, GDP deflator,
consumer price index, final consumption.
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Abstract

The article reveals the objective need for replacement migration of the indigeopuistion, migration
flows, principles of resettlement, measures to improve migration policy.
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Abstract

Mechanicalindustryis the industry providing innovative development of enterprises in all sectors of the na-
tional economy. For that reason, mechanical engineering needs accelerated flow of investment aimed to introduce
creative innovations intended for largeale €chnical reequipment and modernization of existing industries.
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Outdated main production assets (MPA), insufficient financing, high competition ini baddimestic and
foreign markets, as well as lack of qualified personnel, reduce the possibilities éteratad development of
machinebuilding enterprises.

Insufficiency of existing methodology for assessing and analyzing susceptibility to innovations; lack of flex-
ibility and adaptability to innovations and market needs, and of systematic managememBAthpdate pro-
cess, as well as implementation of scientific achievements and the intellectual potential of walkéngse
restraininnovative development of mechanical industry.

Improved methodology for both objective and comprehensive assessméith® state and dynamics of
innovative development, based on materials of maehinieling enterprises in Ural Federal District, is proposed
in the article.

Keywords: Mechanical engineering, machibeilding, mechanical engineering, investmémtovation, de-
velopment, evaluation system, flexibility, adaptability, creativity, importance of scieriebectual level, effi-
ciency.

Introduction. Material consumption, energy intensity of prod-

Russia needs qualitative transformation of produaicts, labor productivity, production efficiency, safety
tive potential from the resougdype to creative and in- and state defense capacity dependhe development
novative type of economic development. of mechanical engineering. Technological change in

The new model of economic development considthe sectors of the country's economy is materializing
ers a shift of focus to the development of innovatiothrough mechanical engineering products, especially
and intellectual propertyarket. It is not only about us- machine tools, electrical and instrument engineering.

ing, but first of all about the dexadment of innova- All over the world, innovion acts as the material
tions within the country to meet the needs of the domebasis for improving production efficiency, quality and
tic economy development. competitiveness of products. The growth of kigbh

The importance of developing an innovative econindustries, increasing the role of intellectual capital,
omy for our country is explained by the increasing constrengthening the role of human dimension are the signs
petition with industrialized and developing countrieof this grocess. At the same time, the most important
which have lower prices and higher quality characterisresource of any state is science, which determines the
tics of their products. essence of economic policy, the tasks and methods of

With a high demand for innovations in all sectorsts implementation. It is not by chance that such prom-
of Russiabds economy and inentedonanists ddoFsesirnah,iD] Galbraite, sLaf- t h e
plementation of innovatiehased fundamental renewalfer, P. Samuelsoand others acted as economic advis-
of the country's productiveotential does not meet the ers to the Presidents of the United States.
needs of the domestic market. The integral indicator of the enterprise's innova-

The purpose of the articleis to consider the spe- tive development is the volume of exports of highh
cifics of machinebuilding enterprises innovative de-and sciencéntensive production. The annual turnove
velopment in the context of limited funding, instabilityon the world market for such products is several times
in demand and prices, as well as inciegompeti- higher than the turnover of the market for raw materi-
tion. Criteria, algorithm, and system of indicators forls, including oil, oil products, gas and wood. It's about
assessing the susceptibility of economic entities tillions of dollars. Unfortunately, Russia's share in this
modern innovations are substantiated in the article; amdarket is very poor0.25 0.3% (30th place, 6.6 billion
dependence of creative, flexible and adaptive maehindollars).[2]. To compare, China's share is 16.3%, the
building enterprises del@pment on innovative devel- USA share is 13.5%3].
opment is also revealed. Ru s s i aidthe ngao fatlre is to turn into ad-

Main objectives: analysis of the state and dynam-vanced industrialized economic nation, therefore there
ics in terms of innovations necessity, identification ofs no alternative to strategic directiofithe mechanical
the need and possibilities for increasing the level of sushgineering development. For the successful solution
ceptibility to innovations, making reconamdations on of this kind of global challenge it is necessary to con-
improving financing, stimulation and learning managesolidate the scientific and production potential. An in-
ment system foincreasing the susceptibility of enter-novative strategy links together the processes of staff

prises to innovations. capacity anaesouce potential development of the en-
The object of the research:industry oriented terprise and specific innovative projects. Innovative de-

economic units of Ural Federal District. velopment of production should be based on updating
Main part. the knowledge of workers, which would be adequate to

Mechanicakngineering is the core of industry, de-innovations.
signed to provide machinery and equipment for all sec- At present, mechanical engineering in Russia is
tors of economics, thereby determining the productiodearly not playing the role of the national economy
potential of the national economy. A significant numproductive forces innovative development moderator.
ber of workers is concentrated in mechanical engineefhe presence of a large amount of physically obsolete
ing (40% of all employed in industry). The share of theand morally obsolete production facilities, very low
industry (about 25%) in gross domestic product outpulgvel of technological equipment at workpés, an in-
is large [1].



22 Danish Scientific Journal 24,2019

sufficient degree of flexibility and adaptability of enter- This article proposes the use of indicators that
prises to innovations and market needs, and, as a rescttmplement and expand theundaries of the innovat
unsatisfactory production efficiency indicators requirexisting ion development assessment, contributing to
a fundamental change in the investment policy of botlthe identification and full use of innovation capacéy
public and privatentities. serves.

Russian machinbuilding industry production Below are formula examples for the calculation of
provides the needs of the national economy only bseveral proposed indicators.
60%, and by 15% for selected highality machines Ratio of turnover (R) of capitdhbor ratio at sub-
and technical systems. Some types of equipment susidiary (S) and main (M) productions.
as computers and video equipment are not prediat
all. Products with microprocessor technology give only R=0000000000 n1,2
6.7% of the total number. And only 12% of products M
meet the external market requirements. Talking about S and Mi capitatlabor ratio, respectively, in sub-
physical structure, the share of progressive materiadgdiary and main divisions of the enterprise, rubles/per-
does not exceed 4%, in comparisonl®20% in the son;
USA. [4]. This is happening due to the lack of active 1,2 - acceptable level gapoefficient between S
development and introduction of innovative breakand M.
through technologies. In this regard, the major trust of  Enterprise flexibility coefficient (EFC) to the
mechanical engineering development strategy is accel-
erateq innovaFiom:Iriven dgved)pment. Thg shgre of in- needs of the market—
novatively active enterprises in Russia is still less than
9% against 3060% in advanced industrial countries. EFC =
At the same time, almost 24% of Russian companies

. . . . i ~ AV maxl - AV max2
receive federal _fundlng for_ te_chnolog_|ce.1l innovations. Here: AV1 and AV2 added value of the reporting
In foreign counties, the ratio isopposite: the share of

innovatively active companies exceeds the share gpterprise for the revised periadd in the past, rubles.
y P AV max1 and AV max2 added value of the best

companies receiving fed_eral fungjni@]. . out of all revised enterprises for the revised period and

The methods used in Russia for assessing the in-

. o 4 in the past, rubles.
novative development of machiubelilding enterprises

nsider a number of mate and intearal indicator Any enterprise has flexibility to the market needs
consider a number of pate a egra Calors i first of all, it did not show any reduce of produced

yvhlch do not fully chargcterlzg the state and dynamlc ded valye in the revised period, campared to_the
in enterpriseos techn|cab iy [ |
. : aselinie, and, sea
The relevance and importance of developing a un|-

AVI - AV2

. . reference value achieved at the best by this indicator

versal methodology for assessing and analyzing the 'Qﬁterprise
novative developent of machineébuilding enterprises Enterbrise adaptability coefficient (EAC) to the
predetermines the need to improve the existing metpﬁarket needs:
odology. ' _

A critical link for innovation development is tech- Pri P
nical reequipment, which, in our opinion, should be di-
vided into two types. The first one is the replacement EAC= _ X —
of obsolete equipment by neaguipment ofsimilar Prmax P

kind. In many case#his is sufficient for the purpose of

modernization. Here:Pr i, Pwi, Pr max Pw max- profit earned
Second type technical-eguipment involves the per worker and one ruble value MPA at the revised

replacement of obsoletechnology with a fundamen- enterprise and at the best out all revised enterprises, ru-

tally new one, more productive crefficient. This is bles/person for both. Enterprise which is considered to

what is meant by the process of creative innovation dbe adaptive to the needs of the market is the one, where

velopment. the profit per worker and per MPA unit cost is con-
From the investment point of view, the innovatiorstantly increasig.

boundaries should be determined by the value zone, By integrating the proposed indicators, the levels

which lies between 2 and 10% of the replacement (mapf innovation development (LID) were calculated for a

ket) cost of thenterprise implementing any kind MPA. group of revised machirleuilding enterprises in

The introduction of innovations less than 2% should b&verdlovsk region.

attributed to the improvement, and above 1085 the

creative innovation development.

yEilisvEue & ofparabictPeiet ' t Y -
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Table 1.
The levels and changes in theoefficients of innovation development calculated for a group of enterprises
in Sverdlovsk region.

Levelof coefficients %
Coefficient Changeof coefficients
2012 2017
PCutilizationC 100 1,108 1,108
R 100 1,101 1,101
EFC 100 101,0 101,0
EAC 100 0,996 102,2
LID 100 105,0 107,0

The authors' calculations indicated the followingsignificantly inferior in this indicator to the leading in-
by increasing the level of production capacity (PC) uselustrialized countries, such as the United States, China,
improving the age characteristics of the active part dfapan [6].
production assets, increasing tihegree of flexibility Unfortunately, as for now, the number of innova-
and adaptability to market demands, it is possible tiively active enterprisesn Russia is less than 9%
slightly increase the level of innovation developmenagainst 3840% in industrialized countries. At the same
(which is not compl et el yimefianost g uarter ofidordestic compgaeies peceiwer i o u s
evaluation system) . This will lead to the labor producfederal funding for technological innovations. In indus-
tivity improvement(5.8% increase), profitability (3.1% trialized countries, the number of companies receiving
increase), reduction of production costs (1.9%). governmenfunding is much smaller.

The logical conclusion of the applied methodol- Conclusions.
ogy for assessing the innovative development of enter- 1. The need for innovative development of ma-
prises is the examination of the increase in capital irchine-building enterprises is determined by the grow-
vestment (C) oproduction efficiency effect. The task ing needs in engineering products, the TFR deteriora-
is set in the following way: to find out by what amountion, as well as the increased margempetition.

LID will increase, if 10, 20 ... N million (billion) C ru- 2. Factorshindering the creative, innovative de-
bles are spent. velopment of mechanical engineering in Russia are the

According to our calculations, LID of one of thefollowing: insufficiently developed methodology for
revised enterprisdsi C h e | y adgtor RlankUral-r assessing and analyzing innovative development, the
trak L L GWBRAKTRACTIZ0.72 (with a limit low level of enterprises’ susceptibility to innovations,
value equal to one), and this allows to have a profitabilnsufficient financing of innovative processes, the low
ity of about 12% (data as of 2016). Increasing LID talegree of flexibility and adaptability of most enter-
0.73 will increase profitability to 13.5%. You only needprises to innovations and market needs. The develop-
to calculate how muchnvestment is required in order ment and introduction of innovative breakthrough tech-
to achieve this particular result. nologies, the lack of close ties and cooperatiih sci-

In our opinion, the problem of accelerating the deentific institutions, the lack of highly skilled
velopment of mechanical engineering in Russian Fegrofessionals for creating innovative development pro-
eration can be explained by the lack of scientific angrams and specialists who can implement existing pro-
methodological substantiation dfet applied strategies grams are clearly insufficient. It is necessary to increase
for innovation development. The availability of clearthe level of state investment oasearch and develop-
sciencebased conceptual approaches to the formatianent; ensure the protection of intellectual rights, and
of industryoriented economic entity at the modern andnhcrease the level of remuneration for work of employ-
qualitatively new level, as well as building strategy foees involved in research and development fields.
its renewal ad development can greatly facilitate and
significantly accelerate creative innovation develop- REFERENCES:
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Abstract

At the moment, in the tax system of the Russian Federation there is an acute issue of the abolition or preser-
vation of special tax regimes. This article discusses the types of special tax regimes, #malgdeantages and
disadvantages of each of them separately, as well as describes some prospects for the development of the tax
system in this area.
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cultural tax, tax system in the implementation of production sharing agreements.
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Abstract

The present article deals with the calculation of a variabeiand plotted 2Efigures. The meanings of variable
mlsuallow us to understand how the following variablgsu,m3su,m4su and parameter Ssu influence on it.
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PLOTTI NG AND ANALYSE FI GURES FOR VARI ABLE m4SU USI
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Abstract

The present article deals with the calculation of a variabteiand plotted 2Efigures. The meanings of variable
mdsuallow us to understand how the following variablglssu,m2su,m3su and parameter Ssu influence on it.
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Abstract

The present article deals with the calculation of a variabteiand plotted 2Efigures. The meanings of variable
m4suallow us to understand how the following variableglsu,m2su,m3su and parameter Ssu influence on it.
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Abstract

In this paper will be considered international marketing, as well as its features. International marketing is a
response of international market actors to processes such as the growth and expansion of partnerships, the increase
in production capabilities, the rapid renewal of the product mix, frequent changes in the nature and structure of
market demand, its fluctuations in market conditions, increased competition and increased quality of information
security It provides for a syamatic, constant, active work on the international market at different stages of the
promotion of commaodity products and services to the consumer
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PEDAGOGICAL SCIENCES

ORGANIZING AND CONDUCTING FESTIVALS FOR CHILDREN AND YOUTH CREATIVITY
FOR ORPHANED CHILDREN AND CHILDREN LEFT WITHOUT PARENTAL CARE AS A MEANS
OF FORMATION OF SOCIAL SUCCESS OF PUPILS

Akopyants I.
director Family education assistance centre
Namedafter of Y.Nikulin
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Abstract

The article presents the experience of the formation of social success of orphans and children left without
parental care, in the process of organizing and conducting festivals of children's creativity in the conditions of the
center for the promotion of fafgieducation.
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zation, additional education, circus arts, theater arts, children's art festival.
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Abstract

It has been presented results of the research of activated water influence on sportsmen physical qualities. For
experiments the water activated by hetepn laser in accordance the V.M. Iniyushin method of activation. In the
every water portion drops of AIKO preparation had been added. As result of the permanent use of this method
the work possibility increases in the training process and tiredness appears more late. This method has no doping
characteristics and can be dsesport practice.
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Abstract
The workdiscusses the essential features of the family paradigm in modern conditions, the causal dependen-
cies of the changes in modern society that occur with respect to a given social institution on the ontological level
are established. There is an analysihefdituation and prospects for the development of the family as a cultural
social institute undergoing the changes. The importance of the family in the life of man and society is established.
The subject of thework are the content, factors, ways of furingioof the family in modern Russian reality. In
the article the interdependence ofthesacio | t ur al tr ends i ni fanhlel ssoys tega g éo fwi ¢ M
the values of modern Russian society and the world, while emphasizing the role andasigmifitthis family as
part of social lifeare compared. The cardinally changed conditions of the Russian reality and the ways of a family
adaptation to the new social and economic conditions of a life of a person and the society are revealed.
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