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Abstract 

This paper addresses the issues related to the improvement of state 

regulation and financial support for agriculture in Uzbekistan. The scientific 

recommendations are developed by thoroughly studying the European Union's 

experience in the sector's development. 
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Annotatsiya: Ushbu maqola O’zbekistonda qishloq xo'jaligini davlat 

tomonidan tartibga solish va moliyaviy qo'llab-quvvatlashni takomillashtirish 

masalalariga qaratilgan. Evropa Ittifoqining sohani rivojlatirish bo’yicha 

tajribasini chuqur o'rganish orqali tegishli ilmiy tavsiyalar ishlab chiqilgan. 

Tayanch so‘zlar: Fermer xo’jaligi, CAP, Pillar I, Pillar II, FAS, moliyaviy 

yordam, to’g’ridan-to’g’ri to’lovlar 

Аннотация: В данной статье рассматриваются вопросы, связанные с 

совершенствованием государственного регулирования и финансовой 

поддержки сельского хозяйства в Узбекистане. Научные рекомендации 

разрабатываются путем тщательного изучения опыта Европейского Союза 

в развитии отрасли. 

Ключевые слова: фермерское хозяйство, ЕАП, Pillar I, Pillar II, FAS, 

финансовая помощь, прямые платежи 

Introduction  

Private farming is considered a forward form of agricultural production in 

Uzbekistan. Therefore, to inquiry optimal ways on its development is one of 

today's pressing issues while the country's farms remain at a low level of income 

and financial capacities. And this requires studying the developed countries' 

relevant experiences in this field to find out which methods are useful for 

governing and regulating the activities of farms, as well as, which financial 

mechanisms may be useful for Uzbekistan's agriculture. For this reason, this 

paper describes the European Union’s approach to agricultural management and 

develops scientific recommendations to improve the Republic’s current 

methodology for the sector's state regulation and financial support. 
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The EU agriculture: an overview 

The European Union (EU) is considered one of the United States’ chief 

agricultural trading partners and also a major competitor in world markets. In 

contrast to the USA, the EU provides more extensive support to a broader range 

of farm and food products and the overall costs of support in the EU are higher 

than in the United States [1]. EU agriculture is based on agricultural farms.  

There are we can see different sizes of farms: ...from small part-time farms 

to large exploitations. The average farm size is small in contrast to the US farms. 

Data shows that an average 69 percent of farmers that are operating in the 

countries of the European Union are considered small farmers; their average 

land area is around 5 hectares. Only 6 percents of large farms are with a land 

area of more than 50 ha [2]. There are roughly 11 million farms, which provide 

work for roughly 22 million agri-workers. But this figure doubles to 44 million 

if we include also the jobs created in the food processing, food retail and food 

services, making the EU agri-food sector the largest employment sector in the 

economy. The agri-food sector accounted for 6% of EU GDP.
1
  

The production and trade of goods such as maize, soya, vine, butter, 

cheese, and others have essential importance in the European Union. 

Agricultural export has amounted to 118 billion Euros in 2013, with the final 

products account for 65 % of total EU exports in value terms increased by 2% 

than the previous year; a particularly evident increase of 9% in “Cereal 

products” and 5% of dairy products. Moreover, the EU has become a net 

exporter of food and drink, with an average annual 8% growth in the value of 

exports over the past 10 years, reaching €129 billion in 2015 [3]. In our opinion, 

CAP reforms play a vital role in achieving all these positive results. 

CAP reforms 

The Common Agricultural Policy (CAP) is one of the EU’s flagship 

policies, involving a series of objectives and subsidy programs relating to 

agricultural production, rural development and the environment [4]. It is the 

biggest single item in the EU budget, accounting for around €55 bn a year.
2
 The 

CAP was introduced in the early 1960s at a time where farming accounted for a 

large share of Europe's GDP and population [2]. The objective of the CAP is to 

increase agricultural productivity, making a fair standard of living possible for 

the rural population, and to ensure fair prices for consumers [5]. According to 

American scientists Mary Anne Normile et.al [6], since the early days of the 

CAP, EU agricultural productivity has soared, spurred by high support prices as 

                                                           
1
 https://ec.europa.eu/agriculture/cap-overview_en  

2
 https://ec.europa.eu/info/departments/agriculture-and-rural-development_en 

https://ec.europa.eu/agriculture/cap-overview_en
https://ec.europa.eu/info/departments/agriculture-and-rural-development_en


Давлат статистика қўмитасининг “Ўзбекистон статистика ахборотномаси” илмий электрон 

журнали. 2019 йил, 1-сон 

3 
 

well as technological advances. Food security is no longer a pressing concern 

for the EU; production of most agricultural commodities has grown beyond the 

level required to meet the EU’s consumption needs, in part because consumption 

growth has been slowed by high support prices. As a result, since the 1960s the 

EU has shifted from being a net food importer to one of the world’s largest net 

exporters of wheat, sugar, meat, and dairy products. 

In the first decades of the Common Agricultural Policy (CAP), public 

support to agricultural producers was mainly provided via guaranteed prices, 

border protection and market intervention. In this period CAP aimed at the 

fostering food security of the country by increasing production and productivity. 

Over the late 70s and 80s, this policy led to excessive public stocks, an increase 

in expenditure and international friction with the EU’s main trading partners. A 

radical reform of the CAP was adopted in 1992, which gradually reduced EU 

support prices for the main agricultural products (such as grains and beef) and 

compensated farmers for the consequent revenue loss in the form of direct 

payments. With this instrument, producers received a direct support based on 

their historical levels of production (areas, yields, number of animals). This 

reform affected the grain, oilseed, protein crop (field peas and beans), tobacco, 

beef, and sheep meat markets. The core element was a nominal cut of 30% in 

cereal prices, together with (smaller) cuts in intervention prices for beef and 

butter. The impact on farmer's income of these reductions in support prices was 

compensated by a generous per hectare payment in the case of cereals, and by 

premium payments for beef cows and cattle. By bringing stable prices and a 

predictable planning horizon, the CAP helped the modernization of agriculture 

and the diffusion of technological change [2].  

In 1992, within the framework of the CAP reforms, mandatory set-aside 

scheme introduced for the purpose of preventing over-production. In accordance 

with this introduced scheme, farms must keep a certain percentage of arable land 

out production in order to get payments. In this way, the surplus expenditures to 

the export subsidies were prevented. In result of carried out measures, if in the 

late 1950s, primary agriculture accounted for one-third of employment and 20% 

of GDP in the six founding members of the European Union these proportions 

had fallen to 5% and 2% respectively by the early 2000s [2]. 

In 1999, the next second CAP reform implemented in the EU and 

introduced the Agenda 2000 program, which is focused on development the 

grain, oilseed, dairy, and beef markets. This program was introduced 

progressively during the period 2000-2002. The Agenda 2000 arrangements 

used direct payments to compensate farmers for the loss from new support price 
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cuts (15% for cereals and 20% in beef production). This time, however, 

compensation was only partial. Agenda 2000 also introduced a major change in 

the overall philosophy of the CAP, by promoting the idea of a “second pillar”. 

That is, instead of supporting agricultural production (the “first pillar”), public 

policy would support more the provision of environmental and social services, 

or the promotion of quality products. While this “second pillar” remained 

limited in terms of budgetary outlays, it constituted a major change in the overall 

orientation of the CAP, paving the way for future reforms. Following Agenda 

2000, the various environmental and rural development measures were brought 

together into a single Rural Development Regulation [2]. In this case, currently, 

the CAP is based on a two-pillar structure. Pillar I is mostly composed of direct 

payments to farmers and landowners in the form of the Single Payment Scheme 

(SPS), and accounts for around 80% of total CAP spending. Under the SPS, 

support granted to farmers is not linked to production. It includes agricultural 

market measures and direct aid.  

Pillar 2, known as rural development, aims to promote economic, social 

and environmental development with rationale similar to the EU’s Structural and 

Cohesion funds but with a specific focus on rural areas and accounts for 20% of 

total spending. Pillar 1 is delivered directly through the EU budget, while Pillar 

2 is subject to co-financing from the EU and national governments [4].   

A specific side of Agenda 2000 program was the introduction of a 

compulsory “modulation” mechanism. “Modulation” means reallocating funds 

from the direct payments in Pillar one to rural development measures in Pillar 

two. In 2003, in order to strengthen market orientation and improve the 

environment, the third CAP reforms were carried out in the EU. Adopting 

Council regulation No 1782/20033 has marked the turning point of European 

agricultural development.  The 2003 reforms allow for decoupled payments - 

payments that do not affect production decisions that vary by commodity. Called 

single farm payments (SFP), these decoupled payments are based on the 2000-

2002 historical payments received by farmers and replace the compensation 

payments introduced by the 1992 reform. In order to receive the SFP, 

compliance with EU regulations regarding the environment, animal welfare, and 

food quality and safety is required. Cross-compliance requirements refer to the 

whole farm, and also to land and farm branches without direct payments. 

Non-compliance will lead to determined reductions of direct payments, 

with 3 percent (1-5 %) in the case of a first breach, and 15 % to 100 % where 

non-compliance is intentional, depending on the severity, extent, permanence 

and repetition of non-compliance. Thus, both existing statutory requirements as 
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well as GAEC standards will be enforced through controls within the direct 

payment system [7]. In addition, cuts in intervention prices were made for rice, 

butter, and skim milk powder, to begin in 2005. Intervention support for storage 

was limited for rice and butter and eliminated for rye in 2004. The CAP budget 

ceiling has been fixed from 2006-2013, and if market support and direct 

payments combine to come within 300 million Euros of the budget ceiling - 

SFPs will be reduced to stay within budget limits [2]. This year a mandatory set-

aside scheme was changed to a voluntarily form. Furthermore, in order to get 

information about land areas' real condition, to control the payment process and 

provide farms with timely advice, FAS was established based on the 

computerized database. Although farmers may participate in the farm advisory 

system voluntarily, they all join in FAS. Because all farms try to obtain direct 

payments and they are interested in this. All these aforementioned measures 

were implemented and regulated under Regulation No 1782/20033 until 2009. 

In 2009, this regulation improved and modified adopting new Consul 

Regulation 73/20099. In accordance with this regulation, financial support rates 

and terms were differentiated on each Member States under their natural-

environmental conditions. That is the Commission determines a maximum 

guaranteed area on crops and ceiling on livestock. Likewise, each Member 

States may be able to apply this methodology for their regions in reallocating 

direct payments in order to increase farm efficiency. It means that in recent 

years, the EU has paid attention to improve and stabilize the agricultural market. 

To regulate the agricultural market and preventing overproduction, the area 

payment per farm could reduce proportionally where the area for which the crop 

premium is claimed exceeds the maximum guaranteed area or the payments per 

farmer in livestock could reduce where the total amount of the payments 

claimed exceeds the ceiling determined. Furthermore, the producers of energy 

crops who have a contract with the processing enterprises can get financial aid. 

It stimulates the processing of agricultural products and develops agro-industrial 

integration. By setting a marketing year, more favorable conditions have created 

for agricultural producers to obtain bank loans and attract other financial 

resources. 

Other words, this resolution covers all aspects of financial aid in 

agriculture, and it has elaborated based on profoundly studying both world and 

European Union markets for agricultural products.  

As mentioned above, Pillar 2 measures are directed at the rural 

development and regulate by Council Regulation (EC) No 1257/1999, which is 

adopted by the European Commission in 1999 17th of May. All support for rural 
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development is financed by the European Agricultural Guidance and Guarantee 

Fund (EAGGF). This regulation focused on reducing production costs and 

increasing production quality by promoting diversification of farm activities 

together with encouraging young farmers who are under 40 years of age, 

especially female farmers, providing income for elderly professional farmers 

and farm's workers who are not less than 55 years old but not yet at normal 

retirement age. For instance, following this regulation, the young farmers under 

40 years of age can obtain financial aid if they want to possess adequate 

occupational skill and competence, they create agricultural holding for the first 

time or are appointed a head of the holding. If we consider that currently, 30.6 

percent of farmers are old with age over 64 years old, these measures serve to 

increase the number of young farmers in the European Union. Because this 

sector also needs young, modern, high and qualitative specialists like other 

sectors of the economy. 

Conclusions 

In our point of view, the existing high level of specialization and 

diversification, market-oriented programs together with the established FAS for 

farms to participate in support programs under statutory management 

requirements can be indicated as a peculiarity of European agriculture. 

Considering that an average land area of European farms is smaller than private 

farms of Uzbekistan,
3
 it is not difficult to understand how much these mentioned 

factors relevant to the sector's development. Thus, we assume that the 

assimilation of European methodology in Uzbekistan's agriculture on the 

specialization and diversification of agricultural production, the development of 

agricultural marketing and creation of a unique electron system on land and farm 

management considering the country's capabilities, would be beneficial. Taking 

into account the EU experience and current condition of Uzbekistan's 

agriculture, we suppose that followings should be done for this sector's further 

progress in the country: 

- to prevent a decline in producers' incomes across maintaining the balance 

between demand and supply in the agricultural market, namely to develop a 

state marketing program; 

- to increase the level of specialization in the sector in order to rise farms' 

income through magnifying productivity; 

- to disclose new shapes of financial aid for agriculture based on direct 

payments. 

                                                           
3
 It should be noted that the average land area of private farms is 22.3 hectare in Uzbekistan, including 55.2 

hectares in private farms that specialized in cotton and grain [8]. 
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We believe that to implement the recommendations mentioned above will 

contribute to agricultural development in Uzbekistan and strengthens its role at 

the national economy.  
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