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» Abstract. The purpose of this study was to analyse the role of tax policy in the agricultural sector to determine
its impact on innovative development, investment decisions, and competitiveness of enterprises in this area.
The study performed a comparative analysis of various aspects of tax regulation, review of taxation instruments,
consideration of special tax regimes in such countries as the USA, Germany, France, Spain, Poland, and Kyrgyzstan.
The study investigated various aspects of tax regulation that have direct and indirect impact on the functioning of
the agricultural sector. The role of tax policy in stimulating investment and development in agriculture by providing
tax incentives and subsidies for investment in innovative technologies, process mechanisation, and research was
examined. Special tax regimes aimed at supporting agricultural enterprises were analysed, and examples of tax policies
in different countries, including the USA, the European Union, China, India, and Kyrgyzstan, were provided. The state
of agricultural development in Kyrgyzstan was reviewed, and the main challenges, government support measures,
and the main land tax rates across the country were identified. The key point was to develop recommendations for
improving the tax system to stimulate agricultural development derived from the synthesis method. This involves
the introduction of tax exemptions and investment incentives, differentiation of tax rates depending on segments
and regions of agriculture, stakeholder consultations, simplification of tax administration, and attraction of foreign

> Suggested Citation: Omurgazieva, N., Tilekeeva, B., Bekkozhaeva, A., Chanachev, N., & Cholponkulov, T. (2024). Impact of tax policy
on the development of agrarian enterprises and organisations. Ekonomika APK, 31(3), 34-44. doi: 10.32317/2221-1055.2024030.34.

*Corresponding author

Copyright © The Author(s). This is an open access article distributed under the terms of the
BY Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)


https://orcid.org/0000-0003-3568-6914
https://orcid.org/0009-0000-1924-7722
https://orcid.org/0009-0001-2730-9089
https://orcid.org/0000-0001-7956-5335
https://orcid.org/0009-0007-7237-9207

Omurgazieva et al. @

investment through special tax regimes. Concrete examples were also given of large agricultural enterprises in
different countries where improved tax policies can contribute to the development and efficiency of their operations

» Keywords: tax regulation; agriculture; state support; tax system; economic stability; investment climate; legislation

» Introduction
Agriculture plays a significant role in economic develop-
ment and food security. It not only provides food, but also
creates jobs, supports rural communities, and contributes
to social stability. In the face of contemporary challeng-
es such as climate change, population growth, and glob-
al economic instability, the significance of agriculture is
increasing, requiring adaptation and increased compet-
itiveness in the global market. However, agrarian enter-
prises often face challenges related to tax policy. Tax lia-
bilities can substantially affect the financial condition of
agricultural organisations, their investment decisions and
competitiveness. High tax rates, complex taxation proce-
dures and uncertainty in tax laws may hinder the devel-
opment of the industry. Specific tax regimes, such as land
and property taxation, can create additional pressures
without considering the specific features of agricultural
businesses. An intelligently designed tax system can have
a positive impact on agriculture. It can stimulate invest-
ment, increase productivity, and contribute to the mod-
ernisation of the industry. Tax incentives and subsidies
for investment in modern technology and innovation can
help agricultural enterprises improve production process-
es and use resources efficiently. Understanding the impact
of tax policy on agrarian enterprises is critical to ensure
sustainable agricultural development. Analysing this im-
pact is essential both for the scientific community and for
practical decisions in agriculture and the wider economy.
Some researchers emphasise that tax policy plays a
key role in shaping the economic environment for agrari-
an enterprises. Thus, U. Mirlanbek et al. (2023) and J. Spic-
ka et al. (2019) note that high tax rates can have a negative
impact on investment in agriculture, limiting the oppor-
tunities for growth and modernisation of this industry. In
the same context, A.P. Barnes et al. (2019) discuss that ef-
fective taxation can incentivise investment in agricultural
technology and productivity improvements that promote
sustainable development of the agricultural sector. How-
ever, Z. Liu et al. (2021), N. Beishenaly & E Dufays (2023)
analysed and concluded that complex tax structures and
unclear tax laws can place additional burdens on agrarian
enterprises and limit their growth opportunities. S. Acos-
ta-Ormaechea et al. (2019) addressed the considerable
differences in tax policies between different countries
and regions, which can lead to unequal competitive con-
ditions for agricultural enterprises. On the other hand,
O.A. Oladipo et al. (2019) proposed a model based on the
principle of taxation according to the level of income of
agrarian enterprises, which they argue can promote more
efficient utilisation of tax resources and equitable distribu-
tion of tax burden in the agricultural sector. E Hermans et
al. (2019) and A. Sridhar et al. (2023) also identified the
significance of tax incentives in fostering innovation in
the agricultural sector. Their findings showed that tax in-
centives and subsidies can stimulate investment in agri-
cultural research and development. J. Alm (2019) showed
that transparent and efficient tax administration can help

reduce administrative costs for businesses and enable
them to operate more efficiently.

Overall, the analysis of the cited research findings
demonstrates the complexity of the relationship between
tax policy and the development of agrarian enterprises.
Complex tax structures and unclear tax laws can create
additional challenges for agrarian enterprises and limit
their growth opportunities. Tax incentives and benefits
can promote innovative growth, while transparent and
efficient tax administration can reduce administrative
costs for enterprises (Omurgazieva, 2024a; 2024b). De-
spite a considerable number of studies on the impact
of tax policy on agrarian enterprises, the following as-
pects stay unexplored or understudied: the impact of
tax reforms on the agrarian sector, including analyses of
changes in tax rates, benefits, and subsidies; tax compe-
tition between different regions and their impact on the
competitiveness of agrarian enterprises; the effectiveness
of various tax incentives and benefits for agrarian enter-
prises in terms of their impact on investment, innovation,
and sustainability; and the effectiveness of tax incentives
and benefits for agrarian enterprises.

The purpose of this study was to provide a compre-
hensive analysis of tax policy in the agricultural sector
to identify its effectiveness, equity, and implications for
the status, investment, innovation, and competitiveness
of agricultural organisations. The objectives of the study
included analysing the effectiveness of existing tax mech-
anisms on agrarian enterprises and examining the effec-
tiveness of tax incentives to develop more effective tax
regulation strategies in the agricultural sector.

»Materials and methods
This study analysed a wide range of legislation, tax codes,
and official documents relating to this industry in coun-
tries such as the USA, Germany, France, Spain, Poland,
and Kyrgyzstan to examine existing tax policies in agri-
culture. The analysis was conducted to identify general
trends, similarities, and differences between countries in
their approach to taxation of agricultural enterprises. For
a more comprehensive coverage of the situation in global
agriculture, data on tax policies of several countries were
examined, including the United States, European Union
countries (France, Germany, Spain, and Poland), China,
and India (OECD, 2020). The analysis of tax liabilities and
incentives in agriculture has revealed the diversity of tax
instruments used in different countries and their impact
on the economic development of the rural sector. These
data provided the basis for further analytical review and
drawing conclusions on the role of tax policy in agriculture.
Synthesis and comparative analysis methods were em-
ployed to better understand the impact of tax policy on ag-
riculture. The synthesis was employed to draw conclusions
on how tax policy can stimulate the development of the
agricultural sector and to develop recommendations for
governments and other stakeholders to improve tax policy.
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A comparative analysis of tax policies applied in different
countries has revealed the key principles and objectives
that guide these countries in the development of their tax
policies in the context of agriculture. Both general strate-
gies and specific measures aimed at stimulating the devel-
opment of the sector and ensuring its sustainability and
competitiveness were explored. Special attention is paid
to income tax, land tax, property tax, and value added tax.
These tax instruments are the key components of the agri-
cultural tax system and have a direct impact on the finan-
cial condition and functioning of agricultural enterprises.

The use of the system analysis method provided a
comprehensive review of tax policy, considering its inter-
action with other factors such as government regulation
and economic conditions. The decomposition method
made it possible to examine in detail the individual ele-
ments of tax systems, identify their features, and evaluate
them from the standpoint of their impact on agriculture.
For completeness of the analysis of the role of tax poli-
cy in agricultural development, the agricultural sector
of Kyrgyzstan and its tax policy were also analysed. Of-
ficial data, including laws and regulations (Tax Code of
the..., 2022), statistical reports and data (Finance, n.d.;
GDP by types of..., n.d.) provided by relevant national
agencies and organisations were used. The analysis cov-
ered the period from 2012 to 2023 and was conducted to
identify general trends. The analysis of the agrarian sec-
tor of Kyrgyzstan and its tax policy helped to identify the
specific features of the functioning of this industry in the
conditions of the country, as well as to assess the impact
of tax measures on its development.

Examples of large agricultural enterprises from vari-
ous countries were considered, namely Cargill in the USA,
Amul in India, and Les Jardins De Creances in France. The
US has one of the most developed agricultural economies
in the world, and Cargill is one of the largest agribusiness-
es, allowing for a detailed examination of the impact of
tax policy on high-intensity agriculture. India, in turn, is
an example of a developing country with a massive agri-
cultural sector, and Amul, one of the largest cooperatives,
demonstrates how fiscal policy can support or hinder ag-
ricultural development in the face of a growing population
and limited resources. France, being one of the leading
agricultural producers in Europe, provides an interesting
case study to analyse through Les Jardins De Creances.
This company illustrates how European fiscal policy and
support can contribute to the development of quality and
sustainable agriculture.

» Results

The role of tax policy in the development of the agricultur-
al sector is significant and multidimensional. This sector,
which plays a key role in food security and socio-econom-
ic development, is dependent on tax regulation, which
has direct and indirect effects on its functioning. Fiscal
policy can stimulate investment and development in the
agricultural sector through tax incentives or subsidies for
modern technologies, mechanisation and research, which
helps to increase productivity and competitiveness of ag-
ricultural production (Lencucha et al., 2020). By regulat-
ing taxes on exports and imports of agricultural products,
the state can influence the price dynamics and incomes
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of agricultural enterprises. Special tax regimes, reduced
tax rates or exemptions from certain taxes can support
SMEs, contributing to their development and reducing in-
equality in the sector. Tax policies should also ensure that
the tax burden is equitably distributed among agrarian
enterprises of varied sizes and forms of ownership, there-
by contributing to a balanced development of the sector
and reducing socio-economic inequalities (Van Kooten et
al., 2018). The key tax instruments, such as profit tax on
agricultural enterprises, land tax, property tax, and value
added tax (VAT), play an essential role in the formation
of financial resources of enterprises. These instruments
regulate agricultural markets and ensure sustainable rural
development. Special tax regimes with reduced tax rates
or exemptions aim to support and develop the agricultur-
al sector, increasing its competitiveness and sustainability
(MacPherson et al., 2022). Thus, tax policy in agriculture is
a complex system of tax obligations and benefits aimed at
supporting and developing the agricultural sector. These
tax instruments form the financial resources of enterpris-
es, regulate agricultural markets, and ensure sustainable
development of rural areas.

The tax system in the agricultural sector of each coun-
try is a key instrument of state policy aimed at supporting
and developing agriculture. However, there are consider-
able differences in the tax systems of different countries
due to the economic, social, and political characteristics
of each country. In the United States, for instance, taxation
of the agricultural sector includes taxes on farm profits,
land, and property taxes. The US has a progressive income
tax system, which means that the amount of tax payments
depends on the level of income received. For instance, for
income over $407,000 per year, the tax rate is 40% of the
amount earned. A 35% rate applies for income between
$200,000 and $407,000 and a 33% rate applies for income
between $113,000 and $200,000. The rate of income tax
on agricultural land depends on its productivity, which
leads to the calculation of estimated yields for different
soil types. It also requires the payment of property taxes,
which can be costlier than income taxes in different states
(Moravec et al., 2019). For instance, in New York State, a
farm of 8 acres (3.24 ha) costs USD 27,000 annually. Mean-
while, a ranch in Texas covering 1,570 acres (635 ha) could
be worth USD 70,000 a year without special tax deduc-
tions. This taxation system provides the state with consid-
erable revenues that can be used to support agriculture
and rural development (Milk taxes: How..., 2017).

Taxation in the agricultural sector of the European
Union is a diverse system of tax obligations that reflects
the economic, social, and political characteristics of each
country. Various taxes are applied in EU countries, such
as agricultural income tax, land or property tax, environ-
mental taxes, and VAT. In Germany, for example, agricul-
tural companies can pay corporate tax from 15%. For small
farmers with low incomes, there is a simplified procedure
for assessing taxable income (flat rate method). They may
be entitled to an exemption from a certain part of income
tax or to reduced tax rates depending on the volume of
production. There is a reduced municipal tax rate for ag-
ricultural land: up to 1.2% for agricultural land and 2.4%
for other land. Farmers are entitled to a “flat rate” system
of value-added tax. They can apply a flat rate of 10.7% to




their sales to compensate them for VAT. Farmers enjoy fa-
vourable tax rates on electricity and mineral oils and gas-
es. The agricultural diesel tax refund makes provision for
the imposition of a tax of EUR 255.6 on agricultural opera-
tions for every 1,000 litres of diesel. The tax on fuel for agri-
cultural purposes is set at a lower level (Jantke ez al., 2020).
There are no tax incentives for research and development
or innovation in Germany.

A comparable situation is observed in France, which
has special tax regimes that provide incentives for agricul-
tural enterprises. Business profits of individual farmers or
partnerships can be taxed under two tax regimes: under
the micro-BA scheme (a form of income smoothing) and
using actual revenue. Other partnerships are taxed using
actual revenue. Local governments, including depart-
ments and municipalities, levy taxes on property acquisi-
tions. These taxes are added to the sale price and paid by
the buyer. The applicable rate is set at 5.09%, however, in
practice, most local authorities charge an overall tax rate
0f 5.8%. The purchase of rural structures such as buildings
and agricultural land that are leased by farmers is subject
to transfer duty at a reduced rate of 0.75% (Facchini, 2024).
For agricultural inputs such as fertilisers and phytosani-
tary products, the standard VAT rate of 20% applies. How-
ever, there are reduced rates that apply to certain types of
fertilisers and unprocessed products. A reduced rate of
EUR 188.2 per 1,000 litres has been set for diesel fuel used
in agricultural and construction machinery and public
transport. Organic farmers who derive at least 40% of their
revenue from organic farming following EU rules have tax
benefits. The general tax on polluting activities includes
several taxes related to environmental impact and ranges
within EUR 0.90-9 per kg. It applies to companies whose
activities or products are considered a source of pollution,
such as waste, emissions, lubricating oils, detergents, and
extraction materials.

Spain and Poland also apply income taxes, proper-
ty taxes, environmental taxes, and VAT. However, each of
these countries has its specific features of tax regulation
aimed at ensuring sustainable development of the agri-
cultural sector. In Spain, the state can provide subsidies
or loans for the purchase of agricultural machinery and
equipment, which helps agricultural enterprises to mod-
ernise their operations and increase productivity (Fernan-
dez-Rodriguez er al., 2019). In Poland, tax incentives are
available for research and development (R&D) to fully
offset eligible costs that can be deducted from the tax
base. The list of eligible R&D expenditures is extended to
include the following: salaries of researchers, purchase of
scientific equipment and materials needed for research,
as well as patent registration costs and amortisation of
fixed assets (Bérawski et al, 2019). In developing coun-
tries such as China and India, agricultural taxation plays
a significant role in ensuring the financial sustainability
of agrarian enterprises and promoting rural development.
Unlike previous countries, they do not pay income tax.
The Chinese government is actively developing tax incen-
tive and subsidy programmes for agricultural enterprises
to promote agricultural development and ensure food
security. These programmes may include compensation
for agricultural losses, subsidies for the purchase of ag-
ricultural equipment and machinery, and preferential
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credit terms for agricultural business development (Liu
& Mao, 2019). India has various government support pro-
grammes for agricultural enterprises, including subsidies
on seed, fertiliser and farm equipment, soft loans for agri-
cultural producers, and rural infrastructure development
programmes (Bathla et al, 2019).

Agriculture plays a key role in the Kyrgyz economy;,
accounting for a considerable part of the gross domestic
product and providing employment for a large part of the
population. Figure 1 shows the share of agriculture in the
gross domestic product (GDP) of Kyrgyzstan.
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Figure 1. Share of agriculture
in Kyrgyzstan’s GDP from 2012 to 2023, %
Source: Finance (n.d.)

From 2012 to 2019 as well as from 2021 to 2023, the
share of agriculture gradually decreased. However, agri-
culture is still a significant sector for the Kyrgyz economy
and its development could be valuable for food security
and sustainable economic growth. There is potential for
growth and modernisation of agriculture in the country
if relevant measures are taken to improve infrastructure,
access to finance and technological innovation. The agri-
cultural sector in this country faces a series of challeng-
es and problems that limit its development. One of the
key challenges for agriculture in Kyrgyzstan is the lack of
modern technology and infrastructure. Many agricultural
enterprises in the country continue to use conventional
methods of land cultivation and production, which reduc-
es the productivity and competitiveness of the industry.
The problem for agriculture is insufficient funding and
access to loans. Many small and medium-sized agricul-
tural enterprises face constraints in obtaining finance to
expand production or modernise equipment. Agriculture
in Kyrgyzstan is exposed to climatic and natural factors
such as climate change, droughts, and floods, which can
reduce crop yields and lead to losses for agricultural enter-
prises. Despite these challenges, Kyrgyzstan’s agriculture
has the potential for development and modernisation.
Taking steps to improve infrastructure, access to finance,
and technological innovation can help increase agricul-
tural productivity and efficiency, as well as rural incomes.
The creation of an effective and adapted tax policy, con-
sidering the specifics of agriculture in Kyrgyzstan, is an
integral component of the industry development strategy.
It is necessary to ensure a balance between the tax liabili-
ties of agricultural enterprises and their financial capacity,
considering both current needs and growth prospects.
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The Kyrgyz government provides a variety of sup-
port measures for agriculture, including interest rate
subsidies and reduced tax liabilities. Under these meas-
ures, farmers applying for loans from partner banks for
agriculture can avail lower interest rates. Furthermore,
farmers are exempted from paying taxes such as value
added tax, income tax, and turnover tax. Instead, they
are only liable to pay land tax. Kyrgyzstan’s agriculture is

characterised by specific taxation features, which are re-
lated to natural and climatic conditions, seasonality, as
well as low profitability and irregular revenues. Because
of this, the agricultural tax system partially accommo-
dates the above features and Kyrgyzstan applies a sim-
plified form of land taxation. Table 1 presents the basic
rates of land tax for the use of agricultural land by region
in some districts of Kyrgyzstan.

Table 1. Current basic tariffs on land tax for the use of agricultural land in the regions of Kyrgyzstan, KGS/ha

Region and Arable land Perennial Pastures, fallow
. ) Hayfields
district Irrigated land Dryland plantings lands
Batken region
Batken district 268 41.3 149 - 7.7
Leilek district 268 41.3 149 243 7.7
Kadamjai district 275 413 150 243 12.7
Jalal-Abad region
Aksy district 306 56.7 193 15.9 13.6
Bazar-Korgon
district 414 41.3 220 30.9 15.4
Toguz-Toruu
district 223 62.3 - 33 12.9
Chatkal district 194 62.3 - 26.5 12.9
Issyk-Kul region
Ak-Suu district 373 87.5 173 30.4 10.6
Issyk-Kul district 280 68.8 155 23.8 7.7
Tyup district 379 87.5 174 29.1 15
Naryn region
At-Bashy district 191 54.3 - 21.7 4.5
Kochkor district 215 37 - 25.1 4.5
Naryn district 196 54.3 - 21.1 5.3
Osh region
Alai district 232 62.3 - 27.7 5.3
Kara-Suu district 453 41.3 246 27.9 12
Uzgen district 413 62.3 235 33.7 13.9
Talas region
Bakai-Ata district 318 52.5 164 - 74
Aitmatovsky
district 350 36.4 165 11.2 4.8
Talas district 297 52.5 164 11 4.8
Chui region
Alamudun district 400 56.5 209 23.1 10.8
Ysyk-Ata district 400 74.2 213 29.7 10.8
Kemin district 354 80.5 211 29.7 10.8
Chui district 400 74.9 211 324 10.8

Source: Tax Code of the Kyrgyz Republic No. 3 (2022)

Analogous basic land tax rates apply to different cat-
egories of land, such as household plots, homestead and
garden land, as well as settlement and non-agricultural
land. However, these rates change periodically depend-
ing on various natural, economic, social, and environ-
mental factors. The use of fixed tax rates may create some

Ekonomika APK. 2024. Vol. 31, No. 3

difficulties in collecting tax revenues due to lack of cus-
tomisation to specific land parcels and remoteness from
markets. Specifically, such rates donot factor in the quality
ofland resources and their proximity to potential markets.
Thisresultsinvaryingdegreesoftaxburdenondifferentsec-
tors of the economy, with the lowest in agriculture (Fig. 2).




Omurgazieva et al.

60 55.1

50
40
30
20 14.5
10
0

Miningand Transport and
quarrying communications

Processing
industries

27.4
16.6
8.5
Agriculture, Construction Real estate
hunting and operations
forestry

Figure 2. Level of tax burden from total costs by types of economic activity, %
Source: GDP by types of economic activity in current prices (n.d.)

Kyrgyzstan also has a property tax on the purchase
of vehicles used in agriculture. The basic tax value for
self-propelled machines and mechanisms such as tractors
and combines used in agricultural production depends on
the period of use. If the service life is up to 15 years, the tax
rate is KGS 10 per cm?® of engine displacement. In case of
15 years or more, the tax rate is KGS 5 per cm? of engine
displacement (Tax Code of the..., 2022). Improvement of
the tax system plays a significant role in stimulating ag-
ricultural development and increasing its efficiency. Sev-
eral concrete recommendations can be made within the
framework of this process. The introduction of tax exemp-
tions and investment incentives for agricultural develop-
ment is an important measure to attract investment and
improve the efficiency of the sector. Providing tax credits
for investment in modern technologies can incentivise ag-
ricultural enterprises to innovate and increase productivi-
ty. Depreciation incentives to replace obsolete equipment
will allow agricultural enterprises to renew their produc-
tion capacity, which will reduce costs and increase com-
petitiveness. Furthermore, subsidies for infrastructure de-
velopment, such as irrigation and drainage systems, will
help agricultural enterprises improve yields and land use
efficiency, which contributes to sustainable agricultural
development and food security.

To optimise and improve the effectiveness of exist-
ing tax benefits and subsidies for agrarian enterprises, it is
necessary to revise their conditions and criteria for grant-
ing them. It is important to make these benefits more ac-
cessible and tailored to the concrete needs of agricultural
enterprises. One possible step is to simplify the process of
obtaining benefits so that agricultural producers can take
advantage of them more quickly and easily. Furthermore,
it is vital to revise the terms and conditions of subsidies so
that they are better aligned with modern challenges and
needs of agriculture, such as the introduction of modern
technologies, the development of sustainable agriculture
and increased productivity. In addition, transparency and
effectiveness of mechanisms for controlling the use of
subsidies should be ensured to guarantee their targeted
use and minimise the risks of corruption. Improving tax
administration and reducing bureaucratic barriers for ag-
ricultural enterprises play a significant role in supporting
agricultural development. This involves the introduction
of measures aimed at simplifying tax reporting procedures,
reducing administrative costs, and increasing the trans-
parency of the tax system. One of the key steps could be
to revise and simplify the tax filing process for agricultural

producers, making the procedure more accessible and un-
derstandable. Furthermore, it is important to reduce ad-
ministrative barriers, for instance, by reducing the num-
ber of required documents and simplifying the process of
interaction with tax authorities.

Creating an attractive investment environment for
foreign investors in the agricultural sector plays a key role
in stimulating the development of this sector and the in-
flow of capital and innovative technologies. To achieve this
goal, it is important to introduce special tax regimes that
will provide investors with certain benefits and preferenc-
es depending on the volume and duration of investments.
It is also necessary to provide investment guarantees that
will protect investments and reduce risks for foreign in-
vestors. It is essential to provide incentives for capital in-
vestment, such as tax credits and subsidies for investment
projects in the agricultural sector. Simplification of the
procedures for obtaining tax incentives for foreign inves-
tors is also a crucial step to create an attractive investment
environment. Overall, these measures will attract more
foreign investment in the agricultural sector and contrib-
ute to its growth and modernisation. Consultation with
stakeholders, including agricultural organisations and
entrepreneurs, is a key mechanism for identifying needs
and proposals for tax system improvements specifically
tailored to the needs of the sector. These consultations
can gather information on current tax problems faced by
agricultural businesses and find potential areas for im-
provement. Large farms, such as Cargill in the US, can take
advantage of tax credits for investments in modern tech-
nology and equipment. For instance, tax credits for the
purchase of energy efficient equipment can considerably
reduce the initial costs of modernisation. This contributes
to increased productivity, as new equipment is often faster
and more efficient than outdated models. Modern tech-
nology can also reduce production costs by saving resourc-
es, reducing scrap, and improving product quality. Thus,
improved tax conditions allow companies to increase
production, expand their product range, and improve
their competitiveness in internal and external markets.

Amul, a large agricultural enterprise in India, repre-
sents a significant element in the dairy industry. Improved
tax policies, such as tax incentives for the purchase of
modern equipment for dairy production or property tax
reductions, can attract additional investment in infra-
structure and technological upgrades. These measures
will not only increase the efficiency of milk production,
but also contribute to improving product quality and
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expanding the product range. Modern equipment allows
for more precise control of pasteurisation and packaging
processes, which increases the shelflife of products and re-
duces the risk of losses. As a result, the company strength-
ens its competitiveness in the dairy products market.

Les Jardins De Creances fruit and berry farm in France
is a major player in the fresh fruit and vegetable market.
Reducing tax rates on exports can lower financial barriers,
which encourages active promotion of products to inter-
national markets. This allows the company to set more
competitive prices and expand its customer base abroad.
Furthermore, providing incentives for the development of
irrigation and storage systems can improve the quality and
durability of produce. Such measures include tax credits
for the installation of drip irrigation and the construction
of modern storage facilities, which helps to preserve the
freshness of produce and minimise losses during trans-
port. The introduction of tax credits for innovation and
sustainable farming practices can further incentivise the
adoption of modern technologies such as biological plant
protection and organic farming, which improves the en-
vironmental sustainability of the enterprise and attracts
environmentally conscious consumers.

Overall, improving the tax system to stimulate agri-
cultural development requires a comprehensive approach
and careful analysis of existing mechanisms. This can con-
tribute not only to the growth of agricultural production
and exports, but also to the improvement of the living
standards of rural residents and the overall economic de-
velopment of the country.

» Discussion

The role of tax policy in the development of the agricultur-
al sector is integral and multifactorial. The sector, which
plays a key role in food security and socio-economic de-
velopment, is highly dependent on tax regulation, which
has direct and indirect effects on its functioning. Tax policy
can serve as a means of stimulating investment and devel-
opment in the agricultural sector. The provision of tax in-
centives or subsidies for investment in new technologies,
process mechanisation or research by the government can
create favourable conditions for the growth and moderni-
sation of agricultural enterprises. Such measures contrib-
ute to increasing the productivity and competitiveness of
agricultural production. H. Hu et al. (2021), J. Beckman &
AM. Countryman (2021) have emphasised the economic
aspects of tax policy in the agricultural sector in their stud-
ies. They analysed the impact of changes in tax rates and
incentives on the profitability of agricultural enterprises
and their investment decisions. The results of the present
and the cited studies coincide in that both focus on the
economic aspects of tax policy in the agricultural sector
and its impact on the profitability of agricultural enter-
prises. Both studies conclude that supporting investment
and reducing the tax burden can boost agricultural pro-
duction and improve its competitiveness.

The introduction of taxes on exports or imports of
agricultural products allows the state to influence price
dynamics on both world and internal markets. This can
affect output, supply and demand, and farm incomes.
One of the key aspects of tax policy in the agricultural sec-
tor is the support of small and medium-sized enterprises.
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Introduction of special tax regimes, reduction of tax rates
or exemption from certain tax obligations can be under-
taken to support this category of enterprises. This favours
their survival and development and reduces inequalities
in the sector. M.H. Ehlers et al. (2021) focused on the social
aspects of tax policy in the agricultural sector, specifical-
ly on its impact on different sectors of society, including
small and medium-sized agrarian enterprises and ru-
ral residents. D. Varshney et al. (2021) analysed what tax
measures can influence the level of social inequalities and
what tax policy instruments can be used to support small
farmers and rural populations. Unlike the present study,
which focuses more on general analyses of tax policies
in different countries, cited study is more focused on the
social consequences of these policies. The researchers
considered the accessibility of credit and finance for rural
people, and explored what tax measures could help re-
duce social inequalities in rural communities.

Tax policy should ensure a fair distribution of the tax
burden among agrarian enterprises of varied sizes and
forms of ownership. Progressive tax rates or tax incentives
can contribute to a more balanced development of the
sector and reduce socio-economic inequalities. Tax pol-
icy in the agricultural sector is a key instrument of state
regulation and includes a wide range of tax obligations
and benefits aimed at stimulating the development of the
industry. The key tax instruments include profit tax on ag-
ricultural enterprises, land tax, property tax, and VAT on
agricultural products and foodstuffs. Special tax regimes
that provide reduced tax rates or exemption from certain
tax obligations for agrarian enterprises also play a vital
role. U. Shahzad (2020), P. Dupraz & H. Guyomard (2019)
focused on the environmental aspects of tax policies in
the agricultural sector and investigated which tax meas-
ures can help reduce the negative environmental impacts
of agriculture and encourage the adoption of sustainable
farming practices. The cited study complements the pres-
ent study by enriching it with an ecological perspective,
while the latter concentrates more on the economic as-
pects of tax policy in the agricultural sector.

There are considerable differences in the tax systems
of different countries conditioned by the economic, social,
and political characteristics of each country. For instance,
in the United States, taxation of the agricultural sector in-
cludes taxes on income, land, and property. Whereas in the
European Union, taxes can vary from country to country,
reflecting its unique characteristics and priorities. In de-
veloping countries such as China and India, taxation plays
an important role in ensuring the financial sustainabili-
ty of agrarian enterprises and stimulating rural develop-
ment. In these countries, tax policies may include tax in-
centive and subsidy programmes for agrarian enterprises,
as well as rural infrastructure programmes. H.C. Tai (2023)
conducted a comparative analysis of taxation systems in
the agricultural sector of different countries to identify
common trends and specific features. The researcher in-
vestigated which countries favoured certain types of tax
incentives or which countries successfully used tax meas-
ures to support the development of the agricultural sector.
This approach coincides with the present study by provid-
ing a broad overview of how tax policies in the agricultural
sector are implemented in different countries and which




methods prove to be most effective. By analysing inter-
national experience, best practices can be identified and
applied in a country-specific context.

The agricultural sector of Kyrgyzstan also has its spe-
cific features in taxation related to natural and climatic
conditions, seasonality, and low profitability. The country
uses a simplified form of land taxation that accommo-
dates these features and aims to create a fairer tax burden
for agricultural enterprises. D. Liu ef al. (2021) in focused
on the regional characteristics of tax policy in agriculture.
They analysed differences in tax regimes between differ-
ent regions of the country and studied their impact on
the development of the agricultural sector. By analysing
regional differences, the researchers find which concrete
tax measures have been successful in stimulating agricul-
tural growth in certain areas. The cited study, similar to
the present study, recognises the significance of analysing
differences in tax policies at the regional level and their
impact on the agricultural sector.

Optimising and improving the effectiveness of tax in-
centives and subsidies for agrarian enterprises requires a
comprehensive approach and a careful analysis of existing
mechanisms. This can contribute not only to the growth
of agricultural production and exports, but also to the
improvement of living standards in rural areas and the
overall economic development of the country. J. Luo et
al. (2024) and R.H. Bates (2019) analysed the prospects of
agrarian taxation in the context of global challenges such
as climate change, demographic change, and globalisa-
tion. They considered what fiscal measures could help the
agricultural sector adapt to evolving conditions and stim-
ulate sustainable development. Furthermore, innovative
approaches to taxation have been proposed that factor
in global trends and challenges. The recommendations of
the researchers partially coincide with the present find-
ings, especially in terms of stimulating investment in agri-
culture, supporting small and medium-sized enterprises,
and implementing environmentally sustainable practices.

Overall, the role of tax policy in the agricultural sec-
tor is multidimensional and key to its sustainable devel-
opment. The findings of the present study suggest that
tax measures can have a substantial impact on various
aspects of agriculture, including economic, social, and
environmental ones. For successful agricultural develop-
ment, it is important to consider both global and regional
specificities, and to factor in the changing conditions such
as climate change and globalisation.
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» Conclusions

The role of tax policy in agricultural development is in-
tegral and multidimensional. This study showed that tax
measures have a substantial impact on various aspects of
agriculture. Tax policy can serve as a means of stimulating
investment and development in the agricultural sector.
By providing tax incentives or subsidies for investment in
modern technologies, process mechanisation or research,
the government can create favourable conditions for the
growth and modernisation of agribusinesses. Such meas-
ures help to increase the productivity and competitive-
ness of agricultural production.

The study revealed a significant role of tax policy in
the development of the agrarian sector of Kyrgyzstan.
The share of agriculture in Kyrgyzstan’s GDP is gradual-
ly falling, but it still occupies a considerable part (11.6%
in 2023). The current tax burden and complex taxation
procedures reduce investment activity and limit mod-
ernisation opportunities. The level of tax burden of total
expenditures on agriculture is 8.5%. Low tax support for
innovation limits the potential for productivity growth
and competitiveness. Recommendations to improve tax
policy include reducing the profit tax rate, providing tax
incentives and subsidies for investments in modern tech-
nologies and scientific research, simplifying tax adminis-
tration and introducing differentiated tax rates. To create a
favourable investment environment for foreign investors,
it is important to ensure the stability of tax policy, intro-
duce special tax regimes, and develop public-private part-
nership mechanisms with tax incentives.

A limitation of this study is the lack of coverage of
countries and regions, which may reduce the generalis-
ability of the findings at the global level. For further re-
search, it is recommended that the geographical scope of
the study be expanded to include more countries and re-
gions to gain a more comprehensive understanding of tax
policy in the agricultural sector. Furthermore, it is advisa-
ble to conduct a comprehensive study that considers not
only tax aspects but also other factors such as legal regula-
tion, innovation, and infrastructure to better understand
the impact on agricultural development.
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» AHoTauif. [lociimkerns 6y/I0 cupssMOBaHe Ha aHaJIi3 PoJIi MOJAaTKOBOI MOJITHKY Ha arpapHU CEKTOP 3 METO0
BU3HA4YeHHs I BIVINBY Ha iIHHOBaNiTHIH pO3BUTOK, iIHBECTHUIIHHI pillleHHA Ta KOHKYPEHTOCIIPOMOSKHICTE TiATIPUEMCTB
y i ramysi. Y poboTi NpOBOAUBCS MOPIiBHAMBHUN aHa/Ii3 Pi3HUX aCIEKTiB MOZATKOBOTO PEry/JIiOBaHHs, BUBUEHHS
iHCTpyMeHTIB onomaTkyBaHHs, PO3IVIAJ CHeliaJIbHUX OJATKOBUX PEsKUMIB y TakuX KpaiHax, sik CIIIA, HiMmeuunHy,
®pannii, Icnanii, [osbemi Ta Kupruacrani. ¥ crarti 6y710 JOCTiIKEHO Pi3HI acCEKTH MOZATKOBOTO PETYIIOBAHHS,
10 CIIPAaBJISIIOTH MPSAMUM i HETIPSAMUM BILJIMB Ha (PyHKIIOHYBaHHS CiJTbChKOTOCIOIAPCHKOT0 ceKTopy. Posrsganacs
POJIb IOAATKOBOT IMOJIITUKY B CTUMYJIIOBAHHI iHBECTHIIIN i PO3BUTKY B CiTBCBKOMY TOCIIOAAPCTBI IIJIAXOM HaJaHHSA
TOJATKOBUX MUIBT i CyOCUAil 1151 iHBecTUIIiN Y HOBi TE€XHOJIOTI, MexaHi3allilo IpoIeciB i HayKOBi JOCIiIKeHHS.
IIpoananisoBaHO cleljiajJbHi IOZATKOBI pesKUMU, CIIPAMOBaHI Ha MiITPUMKY CiIbCbKOTOCIOaPChKUX MiAIIPUEMCTB,
a TAaKOK HaBEJIEHO MPUKJIAAU MOJATKOBOI MOJIITUKY B Pi3HUX KpaiHax, BK/IOYHO 3i CIIIA, EBponeiicbkum Co030M,
Kutaem, Ingiero Ta KupruscranoMm. Bysio po3rissHyTO CTaH pPO3BUTKY CiJIbCBKOTO rocrnogapcrsa B Kupruacrasi, a
TAKO’K BUBHAYE€HO OCHOBHI BUKJIUKH, 3aX0U MiJTPUMKH [Iep>KaBU Ta OCHOBHI TapudU 3eMeIbHOT0 IOAATKY 110 KpaiHi.
KJII090BIM MOMEHTOM € po3poOKa peKOMeHAAIiH IIO00 IOJINIIeHHA ITOJaTKOBOI CHCTEMH [JIs CTHMYJ/IIOBaHHSA
PO3BUTKY CiTbCHKOTO0 TOCIIOAAPCTBA, OTPUMAHUX 3a I0IIOMOT0I0 METOY CUHTe3Y. Lle BKJII04ae B ceOe 3alIpOBaKeHHS
MOJATKOBUX HiJbI Ta iHBECTULIMHUX CTUMYJIB, OTUdepeHIiloBaHHsI MOJAaTKOBUX CTABOK 3aJIesKHO BiJ] CErMEHTIB
Ta PEerioHiB CLIBCHKOrO TOCHOAPCTBA, IMPOBENEHHS KOHCY/BTAIlill i3 3alikaBjJeHUMHU CTOPOHAMH, CIPOIIEHHS
TOJATKOBOTO aAMiHICTpyBaHHsI Ta 3ajlyueHHs iHO3eMHMX IHBeCTHIili uepe3 cHelliajJbHi IOJATKOBI peEKUMMU.
Takosk OyJI0 HaBeJeHO KOHKPETHI IPUKJIAAN BEJIMKUX CiJIbCHKOTOCIOAAPCHKUX MiJIPUEMCTB Y Pi3HUX KpaiHax, 1e
TIOJIINIIIEHHS TOJAaTKOBOI MOJIITHKY MO>Ke CIIPUATH PO3BUTKY Ta IiABUINEHHIO e(DeKTUBHOCTI IXHBOT NiATBHOCTI
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