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I-

Project understanding

1. Context
In the context of the cooperation agreement signed by the OECD and Kazakhstan in January 2015, a
dedicated Country Programme for Kazakhstan has been developed and approved in the same year.
This Country Programme supports an ambitious set of reforms of Kazakhstan’s policies and
institutions, and it covers many aspects of public policies such as public sector integrity and
governance, environment, health, taxation, competition and business climate, and statistics. Under
this Programme, Kazakhstan commits to a plan of reforms, which will be designed taking into
account good international policy practices1.
In particular, the Programme includes an activity on “Economic Aspects of Water Resource
Management in EECCA Countries: Support to the Implementation of the Water Resources
Management Programme”, to be implemented in 2015-2016. This project is part of the activity; it
includes a review and assessment of mechanisms and instruments of state support to agriculture,
rural development and a water-intensive
Box 1.1 What it is meant by “state support mechanisms”?
processing industry impacting the water
The term “subsidies” is widely used, although defining
sector in Kazakhstan, with the aim of
what is a subsidy and what is not a subsidy is not always
developing
recommendations
for
straight forward. The definition has in fact evolved over
strengthening their efficiency and
the years, and it no longer includes only simple, direct
effectiveness.
State
support
mechanisms
and
instruments to agriculture in Kazakhstan
were reviewed and Producer Support
Estimates (PSE) were calculated by the
OECD in 2015. However, at present much
less is known about the impacts (both
negative and positive, realized and
potential/expected) of these mechanisms
on water resources and the whole water
sector.

budgetary transfers, but also a variety of more complex
forms, such as for example: tax concessions (known as tax
expenditures), price control mechanisms, environmental
externalities, under-collected government revenues,
mechanisms to control and share the risks and rewards of
economic activities and, more in general, all governmentprovided goods and services, including risk-bearing, that
would otherwise have to be purchased on the market.
For these reasons, the OECD favors the use of the broader
term “state support” rather than “subsidy” (OECD, 2013).

2. The objectives and implementation of the project
In this context, the OECD launched a project that pursues the following objectives:


Identify and assess state support mechanisms to agriculture, rural development and to
water-intensive processing industry that negatively impact the water sector in Kazakhstan;
and

1

http://www.oecd.org/newsroom/oecd-bolsters-relationship-with-kazakhstan-signs-kazakhstancountry-programme-agreement.htm
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Propose to phase out or reform existing state-support mechanisms, so that public funds are
used more cost-effectively for achieving multiple goals, such as: (i) environmental waterrelated objectives; (ii) social objectives, including affordability of water services and
inclusiveness; (iii) economic goals, referring in particular to productivity, growth and
development; and (iv) fiscal policy objectives, including financial sustainability of the water
sector.

Overall, the study will contribute to the on-going process of promoting the use of economic analysis
in water management in Kazakhstan, thus pursuing efforts made so far by national institutions in the
context of the State Programme on Water Resource Management (SPWRM). Furthermore, this study
and the overall support of the OECD to Kazakhstan, but also to other EECCA countries, will contribute
to increasing awareness among decision makers, stakeholders and experts on the role economic
instruments could play for enhancing the sustainability of water resources.
Project activities are carried out in close cooperation with the Chair of the Inter-Ministerial
Coordination Council (IMCC) for the on-going National Policy Dialogue (NPD) on water policy in
Kazakhstan conducted in close co-operation with the EU Water Initiative and facilitated by the OECD
and UNECE and supported also by other donors (e.g. Germany, Norway) and IOs (e.g. UNDP). The
IMCC is currently chaired by Ms Nyssanov, Vice-Minister of Agriculture. The NPD in the country is
supported by the European Union (EU), the German Government, the Norwegian Government and
the Swiss Government. Public authorities involved in water management and other key national
stakeholders are participating in this NPD.
The main beneficiaries of the project are the Ministry of Agriculture and its Committee of Water
Resources, whereas other partners of the project will include the Ministry of National Economy, the
Ministry of Finance, the Ministry of Energy and the Ministry of Investment and Development.

3. The study methodology in a nutshell and progress so far
The proposed methodology is developed based on past experiences in undertaking similar studies for
the OECD, adapted to the specific requirements of the study and to the Kazakhstan policy context2.
The project is implemented in three phases. In addition, an inception phase was added to ensure a
thorough preparation of the project activities. The figure below summarizes the different phases of
the project, as well as the main activities proposed under each phase.

2

The evaluation of environmental harmful subsidies in the energy sector in EECCA countries (OECD, 2013c); The
assessment of subsidies impacting the water sector in Russia (OECD, 2013d); and Improving the Use of Economic
Instruments for Water Resources Management in Kyrgyzstan: the Case of Lake Issyk-Kul Basin (OECD, 2013a)
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Figure 1.1 Phases of this OECD project and main activities carried out under each Phase
Inception Phase

Phase 1
Phase 2

Inception report

• Development of the
methodology and the
data collection
framework
• Identification and
selection of national
experts

• Inventory and initial
screening of SSM
• Selection of SSM for indepth analysis
• Measurement of levels of
SSM allocated
• Impact assessment of SSM

• Identification of
international
experience, best
practices and lessons
learnt

Interim report

Phase 3

• Development of options for reform/ phasing out
• Identification of barriers and opportunities to implementation
• Recommendations for reform/ phasing out

Final report

Source: authors’ own elaboration

Phase 1, in particular, is currently on-going. The inventory and review of existing instruments and
mechanisms of state support to agriculture, rural development and one water intensive industry is
carried out following a four-step approach. This approach was built based on the three-stage process
of analyzing subsidy schemes developed and applied by OECD (2013c), which was adapted to the
specific tasks and needs of the present study. Different tools and approaches will be applied during
each step, as illustrated in the figure below.
Figure 1.2 Four-step approach applied for the inventory and initial screening of existing state support
mechanisms to agriculture, rural development and one water-intensive industry

Inventory and
initial screening

- OECD Matrix
- Mechanism
fiches

Selection of
mechanisms for
in-depth
analysis

OECD Checklist

Measurement
of statesupport levels

PSE, CSE, GSSE

Impact
assessment

Impact
assessment
framework

Source: Author’s own elaboration
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At present, the inventory and initial screening of state support mechanisms to agriculture, rural
development and a water intensive industry is on-going. The OECD Matrix, which lists and classifies
all support mechanisms targeting a specific sector, was prepared for state support to agriculture and
rural development; the following action will involve the preparation of descriptive fiches for all
mechanisms impacting the water sector. Water intensive industries in the country were listed, and
basic indicators were collected for each of these industries (water use, share of GDP, share of
employment). On this basis, some proposals for a water-intensive industry to be assessed are
presented in this report, so that the final selection can be discussed at the NPD meeting on May 31st.
After this selection, the OECD Matrix and the descriptive fiches will be prepared for the selected
industry. The remaining three steps (selection of mechanisms for in-depth analysis, measurement of
state-support levels, impact assessment) will be carried out in the period June-mid September 2016.
Phase 2 was completed, and results are included in this report. In contrast, Phase 3 of this project will
get started after completion of Phase 1.

4. This interim report
This interim report presents, in particular:


The results of Phase 2 of this project: a review of international experience, best practices and
lessons learnt is presented in chapter 2;



Institutional and governance framework in Kazakhstan: an overview of the institutional and
governance framework of state-support mechanisms to agriculture, rural development and
industry in Kazakhstan, as well as of the water sector, is provided in chapter 3;



The preliminary results of Phase 1: the results of the OECD Matrix for state-support
mechanisms to agriculture and rural development, as well as proposals for the selection of a
water-intensive industry, are presented in chapter 4.
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II-

Review of international experience, best practices and lessons
learnt

1. Environmentally harmful subsidies
Globally, the overall level of state-support mechanisms is substantial. Some state-support
mechanisms do not have negative consequences for the environment: for example, some
mechanisms are in place to generate environmental benefits, such as the payments to farmers to
plant trees to reduce land erosion and agricultural run-off or maintain ecosystems. A large part of
state support mechanisms targeting agriculture, fisheries and fossil fuels, however, is potentially
harmful: support mechanisms can in fact distort prices and resource allocation decisions, altering the
pattern of production and consumption in the economy, with a resulting negative effect on the
environment. This effect is often unforeseen, undervalued or ignored in the policy process (OECD,
2005).
Agricultural subsidies in OECD countries amounted to about 152 billion EUR in 2006-2008, while
global fisheries subsidies ranged between 11 and 26 billion EUR in the same period (Withana et al,
2012). Agriculture is a sector with a very peculiar situation regarding state-support mechanisms, for
several reasons (Schmid et al, 2010):





Support measures are applied to attain quite heterogeneous and sometimes even conflicting
objectives, which may result in highly complex and frequently inconsistent and contradictory
incentives (e.g., production premiums and extensification programs at the same time);
The political influence of interest group, and farmers in particular, can be substantial; and
Agricultural production usually takes place in a natural environment and, therefore,
spillovers are hard to prevent.

State-support mechanisms to agriculture and rural development can have significant impacts on
water resources, as for example (the list is far from being exhaustive):


3

An irrigation subsidy is the difference between all costs (incl. environmental and resource
costs) related to irrigation and the revenues received as payment from the beneficiary. These
mechanisms often encourage crops that are farmed intensively, which in turn leads to higher
levels of fertilizer use than would occur otherwise. Underpricing of irrigation water can
foster the overuse and inefficient use of water3. These mechanisms aim to support the
agricultural sector and to increase farmers’ income. Irrigation improves productivity and
reduces vulnerability to harsh climate conditions. The subsidy fulfils its objectives, in the
sense that it reduces the cost of an important input in irrigated agriculture, contributing to
increased productivity. In Cyprus, Italy and Spain, for example, these mechanisms led to the
expansion of irrigated land, thus further increasing water consumption (Withana et al, 2012);

https://www.iisd.org/gsi/effects-subsidies
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Subsidies targeting production and/or steering farmers’ production choices towards specific
crops can also have an impact on water use (e.g. by promoting more or less water
demanding crops) (see e.g. Abdullaev et al, 2009, discussed later on in this chapter);



State-support mechanisms to energy consumption in agriculture can also have an impact on
water resource use, and groundwater in particular: for example in cases where water is selfabstracted by farmers from private wells, these mechanisms lower pumping costs. In India,
for example, it was estimated that electricity subsidies increase groundwater abstraction,
with an average elasticity coefficient of -0.13. In other words, if electricity subsidies were
reduced by 10%, water demand would decrease by 6.8 percent (Badiani and Jessoe, 2008);



Other support mechanisms to agriculture and rural development with potential negative
impact on water resources include reduced VAT (or custom duty) rates for agricultural
inputs, such as fertilizers and pesticides (or implicit subsidies), subsidies for borehole drilling,
exemption from abstraction and pollution charges.

(Often unintended) negative effects on water resources and/or on the environment can of course be
a major driver of subsidy reform. However, reform can also be triggered by problems with the
subsidy itself, such as for example: (i) the mechanism was found to not reach its objective or target
groups; (ii) it was no longer to be valid; or (iii) it had problems in its design (Withana et al, 2012).
Whatever the driver behind reform, there are a number of basic principles that need to be applied
when implementing reforms to existing programmes. State support programmes and their reform
should meet the following key criteria: (UNEP, 2004; in Withana et al, 2012):







Well-targeted: Subsidies should go only to those who are meant and deserve to receive
them;
Efficient: Subsidies should not undermine incentives for suppliers or consumers to provide or
use subsidized goods and services efficiently;
Soundly based: Subsidies should be justified by a thorough analysis of associated costs and
benefits;
Practical: The amount of a subsidy should be affordable and should be administered in a lowcost way;
Transparent: How much a subsidy programme costs and who benefits from it should be clear
to the public;
Limited in time: Subsidy programmes should have limited duration, preferably set at the
outset, so that consumers and producers do not get ‘hooked’ on the subsidies and the cost of
the programme does not spiral out of control.

The following sections will: (i) provide concrete examples of state-support mechanisms to agriculture
impacting water resources in EECCA countries, including proposals for reform when available; and (ii)
illustrate experiences in Europe with state support mechanisms to agriculture and rural development
– the CAP and the reforms occurred so far.
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2. State-support mechanisms impacting the water sector and proposals for reform in
EECCA countries: examples from the Russian Federation, Kyrgyzstan and Uzbekistan
State-support mechanisms to agriculture and to the water sector often play a significant role in
EECCA countries, and in particular in irrigation water management. The OECD reviewed subsidies to
the water sector, including irrigation, in the Russian Federation (OECD, 2013b) and in Kyrgyzstan
(OECD, 2013a), and some proposals for reform were brought over. On a different line, Abdullaev et al
(2009) reviewed agricultural policies in Uzbekistan (including subsidies) since collapse of the Soviet
Union to current policies, and investigated the impact on water resources of these policy changes.
This section reviews and summarizes these studies, with the aim of providing an overview of
practices and experiences around Kazakhstan; the review focuses mainly on agriculture and
irrigation.

Subsidies to the water sector in the Russian Federation (OECD, 2013b)
Subsidies play a notable (not always positive) role in state support to water resources management
in Russia. They take several forms: direct budget support to the water sector; revenue foregone due
to low levels of charges, taxes and tariffs, and to sometimes poor collection efficiency; transfer of
risks to the state, which acts as insurer of last resort. Some hidden subsidies derive from loopholes in
the regulatory framework.
In Russia, the largest share of subsidies to the water sector takes the form of subventions for
payments for utility services (including irrigation water), followed by subsidies to support
agricultural production (including irrigated farming). Significant subventions are also directed to
water management administrations and investments in public water infrastructure systems,
including irrigation networks.
Subventions for payments for utility services refer to reduced and preferential rates of economic
instruments, which imply revenue forgone for the public budget and/or income foregone for
respective water sector entities (vodokanal, or irrigation entity). These include no fee for water as a
resource in irrigation, low fee rates for water use, as well as depreciation allowances for fixed assets
of operated water systems.
Target federal programmes with public investment and budget support play an essential part in
financing water resources management in Russia. Subsidies in the water sector negatively affect
fiscal revenues, send wrong signals to water users and deter revenue collection to maintain
infrastructures. For instance, free water abstraction for irrigation purposes does not provide
incentives to use water efficiently, to shift to higher value crop; it deprives other users (including the
environment) from access to the water they need. These consequences outweigh potential social
and economic benefits of most subsidies. There are two exceptions: well-designed state support for
the development of water infrastructure and targeted support to the poor with regard to payment
for water supply and sanitation services.
In this context, the following proposals for reform are brought forward with respect to existing
economic instruments for water management, including state-support:
11
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Revise rates of all fiscal instruments (taxes and obligatory payments) for the use and
protection of water resources; differentiate rates substantially by key factors (water
availability, etc.). Worth noting that the Government of Russia has recently approved a plan
for substantial (by the factor of 3-4) gradual increase in surface water abstraction fee rates;



Ensure that all water users in industries, agriculture and commerce (consuming water above
a certain threshold) have either a permit or contract, and pay for the water they use;



Revise regulation on depreciation allowance rates for water infrastructures to reflect
replacement costs;



Explore efficient ways to channel government support, when and where it is needed. More
details on how this could be done are provided in the Box below.

Box 2.1 How to efficiently channel government support to the water sector in the Russian Federation?
Efficiency of state support is critical, and this concerns in particular the process of delivering state support,
shifting away from direct transfer of public funds, budget loans and public revenues foregone. The OECD
review suggests that state support might be more efficient and effective if delivered through appropriate
domestic development institutions, for several reasons:





Development institutions could in fact ensure a sounder budget planning – also in terms of assessing
costs and benefits of investment projects - and a stronger management of available funding.
These institutions provide support foremost through preferential loans and equity, thus avoiding
financially non-sustainable projects that would systemically incur losses and increase demand for
public subsidies (i.e. future public liabilities).
These institutions include promoting public-private partnerships (PPPs). This creates opportunities for
leveraging public funds by private money (at least regarding working capital) and better costs control.
This, in turn, reduces claims on the public purse, as well as helps develop markets and competition in
respective sectors, including the water sector where a market is yet to be created. Competition is a
strong driver for improving efficiency.

Source: OECD, 2013b

Evaluation of subsidies impacting the water sector in the Kyrgyz Republic (OECD, 2013a)
In Kyrgyzstan, a number of subsidies exist in relation to water resources. A review by the OECD
evaluated such subsidies to consider the costs (economic/financial, social and environmental) as well
as benefits and to make recommendations about potential reform or removal. Existing subsidies
were listed, and some of them were selected for in-depth assessment based on the expected scale of
impacts, the availability of data and the wish to evaluate examples of the different categories of
subsidies. The table below summarizes findings concerning those instruments related to agriculture
and industry.
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Table 2.1 Subsidies to industry and agriculture in Kyrgyzstan impacting water resources and proposals for
their reform
Subsidy

Impact on water resources

Proposals for reform

Lack of charge for use of
surface-water for

Surface-water use, which is not
currently charged for, may impose
environmental „opportunity costs‟
downstream i.e. it may exclude the
opportunity for the use of that
water for environmental services
such as the support of fisheries and
biodiversity. Such environmental
services may present themselves as
financial costs

Introduction of surface water use
charges for industry, hydropower and
irrigation, taking into account:

Irrigation and by industries




The opportunity cost of
alternative uses
The financial and social impacts
relating to increasing the costs of
the production of water-intensive
products: industrial, agricultural
and electricity.

Overuse of surface water
Deficient irrigation tariff

Inefficient water use, theoretically
leading to over-abstraction
The deterioration of irrigation
services suggests that the
combined current funds from the
state budget and user charges are
insufficient to cover the true cost
of the service (including adequate
maintenance) meaning that in
reality, the subsidy of irrigation
services is actually higher

Different regulation
(charging) for industrial
wastewater discharges
(Discharges in Vodokanals VS
discharges in water bodies)

This situation may provide some
incentive for companies to
discharge to a sewer (where
available) rather than directly to
the environment where they will
have to pay pollution charges.
By failing to charge some
companies for the polluting load,
the system is potentially failing to
adequately reflect the

Gradual increase of irrigation tariffs,
together with the establishment of a
two-part tariff (a fixed component to
cover the fixed costs of irrigation
services, and a variable component to
cover variable costs)
Further decentralization of irrigation
services (to Water User Associations
and federations thereof), promotion of
private sector participation.
A study on how water intensity of
agriculture is related to the size of
farms and the presence or absences of
co-operative farming could be carried
out. Anecdotal evidences suggest that
the current small size of farms in
Kyrgyzstan (0.5 hectare per farmer, on
average) leads to high water intensity
along with other areas of low resource
use efficiency.
Charging industrial companies who
discharge to sewers (Vodokanals) in a
way which also reflects the pollution
load i.e. taking into account
concentration of specific controlled
pollutants as well as volume of
wastewater.
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environmental harm which might
be caused by highly polluted
wastewater. These companies may
compromise Vodokanals‟
wastewater treatment processes
and lead to release of effluents
which cause significant
environmental damage
downstream.
Source: OECD, 2013a

Interrelationship between agricultural policy and water use in Uzbekistan (Abdullaev et al, 2009)
During Soviet Union, cotton was the dominant crop within Uzbekistan’s agricultural sector. Irrigation
allowed increased crop production, and central planning imposed cotton as the major crop. In
exchange for cotton production, central planning provided Uzbekistan with water, energy and food
from elsewhere in the integrated national system. Increased irrigation for cotton production resulted
in a range of environmental problems, such as the well known shrinking of the Aral Sea, salinity and
water logging of irrigated lands throughout the Sea’s two river basins.
After the collapse of the Soviet Union, Uzbekistan made changes to its agricultural policies, including:






re-distribution of irrigated land to rural families, in order to prevent social unrest;
disintegration of large collective farms instead of transforming them into joint-stock
companies or agri-cooperative.
increasing wheat production for food security;
implementing a quota system for cotton and wheat; and
changes in agricultural subsidies.

The table below summarizes the main impacts on water use and water resources of these policy
changes. Although it does not only focuses on subsidies, it shows how policy decisions in the
agricultural sector, although apparently not directly related to water management, can in fact end up
having impacts on water use and water resources.
Table 2.2 Policy changes in Uzbekistan after collapse of the Soviet Union: description and impacts on water
use
Policy change

Description

Impacts on water management and use

Redistribution of irrigated
land to rural families

To ease social tension, and ensure
that the rural population would be
able to produce basic foodstuffs,
more than 10% of the total irrigated
area was allocated for small-scale
production, and mainly used for
growing vegetables.

Increase in irrigation water consumption
and competition for water between
family plots and farmlands.
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Disintegration of large
collective farms

After collapse of the Soviet Union,
Because the large collective farms
were believed to be inefficient, their
land was split into smaller, although
still collective, farm units known as
shirkats. However, no restructuring
of other system assets such as
irrigation was undertaken. In 1992
individual farms also started to
emerge.
At the beginning of 2003, the
government began to transform the
collectives into individual farms. This
resulted in the rise of the so-called
dehkan farms, legalized family plots
from which most of the Uzbekistan’s
population earns income. Dehkan
farms cannot join the cotton and
wheat cotton system, so they
produce fruits and vegetables
(mostly exported). Despite their
small size, these farms produce 25%
of agricultural output of Uzbekistan.

The result of emerging of a large
number of smaller farms was that the
land management units no longer
matched the input units, resulting in
poorer performance of, for example,
and irrigation and drainage networks.
The net result was low performance,
resulting in cotton yields lower than
during the 1980s.
As the transformation to smaller farm
units progressed, the number of water
users and the number of requests for
water services increased, while the
quantity of water needed per request
fell. Water Management Organizations
(WMOs) were unable to sign water
contracts with the large number of
water users, discipline in water use
declined and both WMOs and water
users failed to follow the established
rules, resulting in widespread disruption
in water provision with direct impacts
on farm productivity.
In addition, uncertainties in current
tenancy agreements make strategic
investment in land conservation and
water management risky, reducing
resource productivity.

Increasing wheat
production

After collapse of the Soviet Union,
wheat import could no longer be
bartered for cotton, but rather had
to be paid for in cash at market price.
To increase food security of the
country, the Uzbek government
mandated a reduction of cotton
production and an increase in that of
wheat. Due to an overlap of the
growing seasons for wheat and
cotton, an increase in the wheat area
meant a decrease in the cotton area.

Over vegetation period, cotton requires
10 000– 12 000 cubic metres/ha, with
virtually all water coming from
irrigation. Winter wheat consumes
approximately 8000–9000 m3 of water
per hectare. However, only about 60%
of total water consumption is delivered
through irrigation, with the rest supplied
by rainfall. Thus, the shift from cotton to
wheat area has decreased overall
irrigation water requirements.
However, the large increase in the area
under winter wheat has had a negative
impact on the state of the irrigation and
collector-drainage (I&CD) network, and
has resulted in higher irrigation water
consumption rates than would
otherwise have been the case. Earlier,
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the I&CD network could be maintained
during the non-vegetation period of
cotton (October-March). Winter wheat
is grown from October to June, so the
irrigation network is active all year
round.
Quota system for cotton
and wheat

Cotton production is controlled
through quotas on area and output
as well as related controls on output
and input prices and marketing.
However, particular areas are
designated to be sown with cotton,
irrespective of their current
appropriateness. This gives farmers
little incentive to increase land
productivity as long as their overall
output is sufficient to meet the
production quota.
The quota system for wheat
production is somewhat more
flexible than that for cotton. Farmers
are allowed to sell 50% of their quota
in the open market or to keep it for
home consumption. The land to be
sown with wheat is also strictly
controlled and the same rules are
applied as for cotton.

Agricultural subsidies

Existing subsidies: (i) State owned
agencies provide machinery and
fertilizers – input markets are
monopolized by the state; (ii)
Credits: low rates and write-offs,
especially to collectives; (iii) Direct
transfers; (iv) Subsidies to irrigation
services provision.

This quota system has a negative impact
on water management and use. Water
management organizations are forced to
deliver water to the cotton and wheat
growing farms first, and withhold
supplies from potentially higher value
agricultural and non-agricultural users.
While irrigation water delivery at the
system level is still free, newly
established Water Users Associations
(WUAs) who distribute water at the
farm level must charge for their services
in order to generating operating funds.
The fixed prices at which cotton and
wheat are procured by the state simply
do not leave enough money with
farmers to pay for WUA services and, as
a result, many of WUAs are unable to
pay for operations and maintenance and
are in effect non-operational.
Reduced fertilizer use might have
resulted in decreased level of diffuse
pollution.

Agricultural subsidies have been
reduced over time, with predictable
outcomes. For example, during the
last 10 years, the rate of application
of fertilizers per hectare for grain
crops declined from 250 kg/ha
(1990) to 180 kg/ha (2004), and
many farm managers consider it
unprofitable to apply the average
recommended rates.
Source: Abdullaev et al, 2009
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At present, both output and input prices of cotton and wheat are controlled. The paper modeled the
expected effects on water resources of a possible price and quota liberalization, which might occur in
Uzbekistan in the near future especially if the country will join the World Trade Organization. In this
scenario, an increase in cotton area is expected. However, the model suggests that this will not
automatically result in an increase of irrigation water demand: the relaxation of the quota system
would prompt farmers to increase productivity, and higher farmer returns (state procurement prices
for cotton are lower than market prices) should give a direct incentive to farmers to apply additional
inputs to increase yields. Yield growth is typically associated with increases in water productivity and
thus might facilitate an expansion in production without a proportionate increase in water use. All
factors considered, price and quota liberalization should not result in higher water consumption
levels in the agricultural sector.
The case of Uzbekistan clearly illustrates the multiple relationships between agricultural policies and
water consumption levels (including effects on irrigation services and infrastructures): the policy
changes illustrated above do not concern irrigation water prices, as it was the case in Russia and in
Kyrgyzstan, but still they have had an impact on water use.

3. Subsidies to agriculture and rural development in Europe: the Common Agricultural
Policy
An overview of international experiences and best practices of state-support to agriculture and rural
development would not be complete without mentioning one of the largest existing support
schemes: the Common Agricultural Policy (CAP) of the European Union, which represents just under
40% of the European Union’s expenditure budget. Besides this, a brief analysis of the CAP is
particularly interesting in this context, for two reasons: (i) over the decades, it went through major
reforms, aimed at correcting previously observed shortcomings; and (ii) recent reforms have been
aimed at ensuring the environmental sustainability of farm practices in the EU and the good
environmental status of agricultural landscapes, through different mechanisms.

Overview of the CAP
The historical developments of CAP are summarized in the figure below.
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Figure 2.1 Historical developments of CAP from 1962 to nowadays

Source: http://ec.europa.eu/agriculture/cap-history/index_en.htm

The first large reform of the CAP occurred in 1992, which started the shift from product support
(through prices) to producer support (through income support). The reform aimed to improve the
competitiveness of EU agriculture, stabilize the agricultural markets, diversify the production and
protect the environment, as well as stabilize the EU budget expenditure. The reform included the
followings:



Direct payments were introduced in order to compensate for the decrease of the price
support (cereal guaranteed prices were lowered by 35%, and beef prices by 15%); and
Compulsory set-aside and other accompanying measures (agri-environment programmes,
afforestation, early retirement, diversification) were also introduced4.

The Agenda 2000 reform was aimed at deepening the reform process initiated in 1992. Besides
introducing environmental concerns into the CAP, the Agenda 2000 reform introduced the rural
development policy as the Second Pillar of the CAP, which is implemented through national and/or
regional rural development programs (RDP's) which, for a seven-year period, set out the actions to
be undertaken and the corresponding allocation of funding for these measures.
In turn, the large 2003 reform was aimed at providing more market-oriented, simpler and less tradedistorting support through two new mechanisms:


4

The introduction of a single payment scheme for EU farmers, independent (i.e. “decoupled”)
from production, with limited “coupled” elements maintained where Member States
consider this necessary to avoid abandonment of production;

http://ec.europa.eu/agriculture/cap-history/1992-reform/index_en.htm
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The linking of the single payment scheme to the respect of environmental, food safety,
animal and plant health and animal welfare standards, as well as to the requirement to keep
all farmland in good agricultural and environmental condition (“cross-compliance”).

Box 2.2 The impact of decoupling on nitrate pollution of water resources
Decoupled income support can lead to reductions in nitrate pollution as a result of more diversified
production patterns, as well as extensive management practices with the introduction of less nitrogenintensive crops and the reduction of the cultivated area of the most nitrogen-intensive crops The most
effective way to mitigate nitrate pollution would be to pursue management practices that move away from
conventional farming and towards eco-farming practices, and to convert arable land to pastureland. On the
other hand, decoupled direct subsidies, together with higher agricultural prices, can stimulate intensification
and crop development linked to trade liberalization.
These potentially conflicting outcomes are an obstacle to the attribution of the observed environmental
effects to policy reforms (Salmoral and Garrido, 2015).
Source: Salmoral and Garrido, 2015

At the same time, the rural development policy was strengthened via:



the shift of more EU money, new measures to promote the environment, quality and animal
welfare and to help farmers to meet new EU standards
a reduction in direct payments (‘modulation’) for bigger farms to finance the new rural
development policy5.

The latest CAP reform is quite recent, as it dates back to 2013. In light of recent budget constraints
affecting the EU, the new reform is aimed at improving the effectiveness and efficiency of CAP
support, through a better targeting of support, a more equitable distribution of payments across and
within Member States and a strategic approach to spending. Direct payments were better targeted
by limiting support to those who are actively engaged in agricultural activities, and they were
restructured as follows:






5

On top of the Basic Payment (see chart 4), the green direct payment and possible additional
support will contribute to specific environmental and territorial objectives;
Faced with an ageing farming population (only 14% of EU farmers are under 40 years of age),
from 2015, all young farmers entering the sector will have the opportunity to get an
additional first pillar payment, which can still be complemented by a start-up aid under the
second pillar;
Member States also have the option to further target direct payments through other
optional schemes;
A redistributive payment can be attributed to the first hectares of the farms, to provide more
targeted support to small and medium-sized farms;

http://ec.europa.eu/agriculture/mtr/sum_en.pdf
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A specific and simplified support scheme for small farmers will substantially facilitate their
access to direct payments and reduce their administrative burden;
Member States may also grant limited coupled support to secure the future of potentially
vulnerable sectors.

The flexibility offered to Member States to implement the new direct payments means that the share
of funding allocated to different schemes can potentially vary significantly throughout the EU6.
The reform processes occurring throughout the years corresponded to a change in the composition
of financial flows: in 1990, CAP payments consisted primarily in export refund and other market
support mechanisms; after the 2013 reform, it is expected that new direct payments will represent
the largest share of payments, followed by rural development payments and a small share of market
support payments (figure below).
Figure 2.2 Composition of total CAP payments in the period 1990-2013, and projections for the years 20142020

Source: http://ec.europa.eu/agriculture/policy-perspectives/policy-briefs/05_en.pdf

The impact of post-reform CAP on water resources
Through the CAP the EU seeks to influence agricultural practices affecting water. There are currently
two instruments which are used to integrate the EU’s water policy objectives into the CAP:


6

Cross-compliance is a CAP mechanism which ties direct payments to farmers to compliance
with a set of rules based on maintaining agricultural land in good environmental condition.
Examples include reducing the use of sewage sludge on farmland, and promoting buffer
strips of vegetation at the edge of rivers and lakes. Non-compliance with these rules can
lead to reduced CAP payments to farmers.

http://ec.europa.eu/agriculture/policy-perspectives/policy-briefs/05_en.pdf
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Rural development is shorthand for the European Agricultural Fund for Rural Development
(EAFRD), which provides financial incentives for farmers voluntarily going beyond the
requirements of legislation to promote biodiversity conservation on their land. Such
voluntary actions might include wetland restoration, reduced pesticide use, the
‘naturalisation’ of drains and ditches or more extensive grazing regimes.

The impact of CAP on water resources was investigated by the European Court of Auditors between
2012-2013, thus before the 2013 reform. The survey included visits to catchments in seven European
countries, an online questionnaire of 140 farm advisory boards, and consultation with agricultural
organizations, EC departments and the European Environment Agency.
The audit concluded that, up to 2013, cross-compliance and rural development mechanisms had only
been ‘partially successful’ in promoting freshwater ecosystem conservation on agricultural land, thus
in bringing the concerns of European water policy into CAP, for the following reasons (European
Court of Auditors, 2013):










Delays in the implementation of the WFD in Europe held up its integration into CAP;
Cross-compliance mechanisms had key weaknesses in protecting freshwaters. Most
importantly, they did not currently include regulations on the use of phosphorous (which
can cause algal blooms) and pesticide use in assessing environmentally friendly farming, and
there was only a partial implementation of the scheme at farm level;
Requirements for cross-compliance varied widely between European countries –and still do
vary- particularly in the requirements for riparian buffer strips and use of water in irrigation;
The potential of the rural development fund to reward farmers for voluntary environmental
conservation was underused with regards to water, with water-related problems relating to
agriculture not comprehensively identified and integrated into the scheme;
The ‘polluter pays‘ principle did not exist in the CAP payment scheme, meaning that
penalties for polluting, administered through reduced cross-compliance payments, may not
equal the cost of cleaning up the polluted habitat;
Monitoring networks for the effect of agriculture on freshwater ecosystems across Europe
are incomplete and fragmented, and therefore agri-environment evaluation schemes under
CAP are of limited value.

The 2013 reform established that the Water Framework and the Sustainable Use of Pesticides
Directives will be incorporated into the cross-compliance system once they have been shown to have
been properly applied in all Member States, and obligations to farmers have been clearly identified7.
This will contribute to address some of the shortcomings highlighted in the review by the European
Court of Auditors. This will also push for further integration of the polluter-pays principle, as it is a
basic concept underlying the WFD. After the 2013 reform, the CAP reflects both the polluter-pays
principle -through cross-compliance- by sanctioning non-compliance by payment reductions- and the
provider-gets principle. The latter takes into account the fact that, if farmers are requested to engage

7

http://europa.eu/rapid/press-release_MEMO-13-621_en.htm
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voluntarily in action to enhance the environment beyond the mandatory requirements, they must be
provided with appropriate incentives: these are provided by payments for agri-environmental
measures8. However, further delays in WFD implementations might occur; in addition, it is unclear at
the moment whether monitoring networks for understanding and evaluating the links between
agricultural practices and water quality and quantity will be improved, and which will be the time
horizon.

8

http://ec.europa.eu/agriculture/envir/cap/index_en.htm
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III-

State-support mechanisms to agriculture and rural
development and water sector in Kazakhstan: institutional
framework and on-going reform

1. State-support mechanisms to agriculture and rural development: existing programmes
State-support mechanisms to agriculture and rural development are implemented and financed in
the context of the Programme for Development of Agro-Industrial Complex in the Republic of
Kazakhstan for 2013-2020, also called Agribusiness 2020, the country’s main agricultural policy
framework. Its overall purpose is to boost agricultural production as part of the strategy to diversify
the national economy.
In addition, within the Agribusiness 2020 initiative, three credit programmes were launched in 2014.
One of these is particularly relevant for water management, as it concerns the construction of water
networks for pastures. Investment subsidies for new operations or the expansion of existing
operations are also available. In 2014, the largest share of the financial resources was allocated to
the development of irrigation networks and to livestock farming.
Furthermore, a Regional Specialization Scheme was developed in 2013. It provides recommendations
on the most suitable agricultural productions region by region, based on climate, economic factors,
as well as proximity to markets and infrastructures. Under the scheme, support payments and access
to concessional credit will be given upon compliance to the scheme (OECD, 2015).
State support to rural development includes mainly support to the development of water and
sanitation services. In the case of water-intensive industry, state support focuses on the promotion
of water savings through innovative technologies.
Public funding to water provision and infrastructures in rural areas can definitely be considered as
state-support mechanisms to rural development. The State Programme for Water Resource
Management (SPWRM) is a major investment programme to ensure water security to Kazakhstan by
enhancing water resource use efficiency and secure water supply to the population. Water
companies are still in charge of Infrastructure planning, construction and management9. In addition,
the Ak Bulak programme (2011-2020) aims at providing a 100% drinking water supply to towns and
villages in Kazakhstan10.

Box 3.1 The State Programme for Water Resource Management
The Programme was approved by Decree of the President of the Republic of Kazakhstan No. 786 of 4 April
2014 as a tool to address challenges and issues in the field of water supply and sanitation.
Targets (by 2020):

9

https://www.unece.org/fileadmin/DAM/env/documents/2014/WAT/06Jun_24_geneva/Presentations/Zhakenov_EN.pdf

10

https://primeminister.kz/news/show/26/v-realizatsii-programmy-%C2%ABak-bulak%C2%BB-trebuetsja-chetkajakoordinatsija-s-mestnymi-organami-vitse-premer-bsagintaev-/05-09-2013?lang=en
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1. Reduce water use per unit of real GDP by 33% versus 2012 level
3
2. Ensure additional renewable surface water resources (some 0.6 km per annum)
3. Share of households and other water users with permanent access to centralized (piped) drinking water
supply systems is at least 100% in urban areas and at least 80% in rural settlements
4. Share of water users with access to piped sanitation systems is at least 100% in urban areas and at least
20% in rural settlements
5. Satisfy the annual water demand of 39 km3 for maintaining ecosystems (environmental flow) and
navigation.
Sources and amounts of financing:
• Estimated amounts in 2014-2040: KZT 8.2 tln, of which KZT 5.4 tln from the republican and local budgets and
KZT 2.8 tln out of extrabudgetary funds.
• Estimated amounts of financing from the republican and local budgets until 2020 are KZT 3.3 tln and they
will be adjusted as budgets are drawn up for the period concerned.
Source: adapted from
https://www.unece.org/fileadmin/DAM/env/documents/2014/WAT/06Jun_24_geneva/Presentations/Zhakenov_EN.pdf

2. Institutional and governance framework
The overall institutional and governance framework of water management and state support
mechanisms to agriculture and rural development is illustrated in the figure below.
Figure 3.1. Institutional and governance framework of water management and state support mechanisms to
agriculture and rural development
Ministry of
Agriculture

Water management policies
Implementation

Agribusiness 2020

Irrigation
management

Water Resource
Committee

Funding:
50%  Public budget
50%  Joint-stock
companies (e.g.
Kazakgro Innovation,
ACEPAS)

Water supply until the
start of the pipeline

River basin management
inspections

River basin
plans
Regional
Authorities

Water utilities
Subsidies for
infrastructures

Department of housing
and communal utilities WSS

Ministry of
National
Economy

Source: authors’ own elaboration based on discussions with relevant government officials and the Center for Water in
Initiative held during the first scoping mission to Kazakhstan (December 2015)
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The Ministry of Agriculture (MoA) is in charge of both subsidy schemes to agriculture and water
management, and in particular:


The Department of Analysis and Strategic Planning (DASP) of MoA is responsible for the
Programme for Development of Agro-Industrial Complex in the Republic of Kazakhstan for
2013-2020, also called Agribusiness 2020, the country’s main agricultural policy framework.
Its overall purpose is to boost agricultural production as part of the strategy to diversify the
national economy. State support schemes to agriculture are part of this framework. More in
detail, DASP develops the overall strategy and proposes the main funding lines, whereas the
detailed budget of the Programme is then developed by the Department of Finance of MoA.
MoA provides 50% of funding to state support mechanisms, whereas the remaining 50% is
provided by joint-stock companies operating in the Agribusiness 2020 framework (e.g.
Kazagro Innovation and ACEPAS). Joint-stock companies funding is used, for example, for
leasing and credit mechanisms;



MoA is responsible for the definition and development of the national water management
policy, whereas the Committee of Water Resource (CWR), part of MoA, is responsible for
their implementation. The WRC is also responsible for irrigation management and for river
basin management inspection. River basin planning and management itself is a
responsibility of Regional Authorities. In the past, the CWR was part of the Ministry of
Environment; however, after a recent institutional restructuring, the Ministry of Environment
was absorbed by the Ministry of Energy, whereas CWR –and the responsibilities for water
management - was transferred to the Ministry of Agriculture.

Although water management as a whole is a responsibility of MoA, water supply and sanitation
services (WSS) are managed by the Ministry of National Economy and, in particular, by the
Committee of Housing and Communal Utilities (CHCU). Communications and interactions between
the CHCU and the CWR regularly occur. The CWR is responsible for supplying water until the start of
the pipeline.
Maintenance, safety, repair and operation of state-owned water infrastructures are conferred to
KazVodKhoz. It is a state-owned enterprise, a daughter company of MoA which responds to CWR.
The company has twenty branches covering all oblasts in Kazakhstan.
WSS are provided to the population by water utilities (mostly public), so the Department is in charge
of the overall planning of the services and it provides subsidies for developing and maintaining the
WSS infrastructures to the SPWRM and the Ak Bulak Programme. Rural development used to be the
responsibility of the former Ministry of Regional Development, which was then absorbed by the
Ministry of National Economy.
Public expenditure follows a three-year planning cycle: each Ministry prepares a three-year budget
plan, which is submitted to the Ministry of National Economy and then to the Parliament.
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3. State-support mechanisms: objectives and priorities for the reform
In the case of state support to agriculture, MoA’s and CWR’s plans a reform of existing subsidies, by
eliminating subsidies to irrigation and allocating resources to water saving technologies.
This is in line with the main orientations of the State Programme for Water Resource Management,
which includes the following actions:


Identify and eliminate subsidies impeding enhancement of water use efficiency, especially in
agriculture; and



Increase tariffs for all user categories to encourage efficient water use and recover
investment in system renovation.

Overall, water consumption will no longer be subsidized, so that the water sector should ultimately
become self-sustainable. To achieve this, MoA plans to increase the tariffs for irrigation water supply
to achieve two goals: self sustainability (cost coverage) and raise the attractiveness for investment
into water systems. Overall, a 10-times increase of current water tariff is planned, but it will be
spread across the next five years.
In the upcoming financial planning period, Agribusiness 2020 will remain in place, but subsidies
presently allocated on a land-area basis (subsidies per hectare) will be abolished, as well as subsidies
for meat production; these resources will be reallocated to support mechanisms to farm investments
(e.g. in equipment and machinery).
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IV-

Mechanisms of state-support to agriculture, rural
development and a water-intensive industry: preliminary
findings

1. Mechanisms of state-support to agriculture and rural development: listing and
classification with the OECD Matrix
State-support mechanisms to rural development and agriculture with a potential impact on water
resources were listed and classified with the OECD Matrix, presented in the next pages.
So far, only an inventory was carried out, and the collection of quantitative data for measuring the
level of support and conduct the impact assessment is on-going. Data on national accounts and
ecological statistics are available in the online database of the national Committee on Statistics, and
other unpublished data can be made available by the Committee. In the case of agricultural
subsidies, good quality quantitative data are available. In addition, data provided by the different
Ministries include data on agricultural subsidies, data on subsidies to the water sector and data on
phased-out subsidies to rural areas (until 2010). In contrast, state-support mechanisms to rural
development might be hard to quantify, at least in the case of mechanisms under the Business
Roadmap 2020 programme: figures and reports on overall expenditures are available, but it might
not be possible to breakdown these figures to specific spending figures for those mechanisms
targeting rural development11.

Agriculture
In the case of agriculture, several direct transfers of funds target production, and in particular:

11



Transfers to enterprise income: per hectare subsidies for sugar beet, rice, cotton and
vegetables. These subsidies will be removed next year;



Transfers to (partly) cover the costs of intermediate inputs: these transfers target irrigation
infrastructures, and they are mostly provided through the State Programme for Water
Resource Management (SPWRM)12;



Transfers to investments and capital costs: some of these mechanisms are aimed at (partly)
covering the investment costs of setting-up or expanding agricultural activities. These include
in particular: fruit plantations and vineyards, pastures, irrigation systems, fruit and
vegetables, industrial fish farms. Other two mechanisms are aimed at partly covering interest

Ruslan Syzdykov, ACEPAS (national expert) – Personal communication

12

Actually, most of these transfers should belong to the “Infrastructure” category; but as this category is not
included in the Matrix, these mechanisms were included as subsidies to cover the costs of intermediate inputs.
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rates on investments: in this case, the subsidies can have an indirect effect on water
consumption; however, as it is not possible to ascertain to which crops or products the
transfers are directed to, it will be difficult to estimate the impact on water resources;


Transfers to support knowledge creation: direct transfers are made to finance: (i) applied
research on the agro-industrial complex; and (ii) methodology advice on preservation of
water systems.

Direct transfers also target consumption, in the form of compensation of raw product costs (sugar
beet) to processing companies.
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Table 4.1 OECD Matrix – State-support mechanisms to agriculture in Kazakhstan (empty rows and columns were hidden)
STATUTORY OF FORMAL INCIDENCE (to whom and for what a transfer is given)
Production

Enterprise income

Direct consumption
Cost of production factors

Cost of intermediate inputs
Capital

TRANSFER MECHANISM (how a transfer is created)

Direct transfer of
funds

Other government
revenue foregone

Transfer of risk to
government

Unit cost of consumption
Knowledge

1. Subs i dy for tra ns porta ti on of
1. Subs i dy for es ta bl i s hment of perenni a l frui t pl a nta ti ons
i rri ga ti on wa ter
a nd vi neya rds (i ndi rect)
2. Emergency overha ul a nd res tora ti on
2. Inves tment s ubs i di es : for crea ti ng the i nfra s tructure of
1. Per hecta re s ubs i dy for s uga r
of i nter-fa rm wa ter cha nnel s
pa s ture wa teri ng
1. Appl i ed res ea rch i n a grobeet wi th dri p i rri ga ti on (wi l l be
i rri ga ti on a nd dra i na ge s ys tems
3. Inves tment s ubs i di es : for cons tructi on a nd expa ns i on the
i ndus tri a l compl ex removed next yea r)
under SPWRM
i rri ga ti on s ys tems
fi na nci ng from the Mi ni s try
2. Per hecta re s ubs i dy for ri ce
3. Cons tructi on a nd reha bi l i ta ti on of
4. Inves tment s ubs i di es : for ons tructi on a nd expa ns i on of
of Agri cul ture
(wi l l be removed next yea r)
1. Compens a ti on of ra w
wa ter s uppl y s ys tems , hydro-techni ca l the enterpri s es on growi ng frui ts a nd vegeta bl es (i ndi rect)
(i ndi rect)
3. Per hecta re s ubs i dy for cotton
product cos ts (s uga r beet)
uti l i ti es under SPWRM
5. Inves tment s ubs i di es : Cons tructi on of i ndus tri a l fi s h fa rms 2. Methodol ogy a dvi ce on
wi th dri p i rri ga ti on (wi l l be
to proces s i ng compa ni es
4. Improvement of i rri ga ti on a nd
for s a l mon a nd s turgeon breedi ng
pres erva ti on of wa ter
removed next yea r)
(i ndi rect)
dra i na ge s ys tems under SPWRM
6. Interes t ra te s ubs i dy (the MoA s ubs i di zes up to 7% of
s ys tems under the Sta te
4. Per hecta re s ubs i dy for
5. Impl ementa ti on of the project
i nteres t ra te, i t i s i mpos s i bl e to tel l to wha t type of
Progra mme for Wa ter
vegeta bl es wi th dri p i rri ga ti on
"Regul a ti on of Syrda ri a a nd
producti on the money went, thus the s ubs i dy wi l l ha ve
Res ource Ma na gement 2014(wi l l be removed next yea r)
pres ervi ng the northern pa rt of Ara l
i ndi rect effect on wa ter cons umpti on)
2020
Sea " under SPWRM
7. Interes t ra te s ubs i dy for a gri cul tura l projects under the
6. Introduci ng the i nforma ti on
Bus i nes s Roa dma p 2020 Progra mme (i ndi rect)
technol ogi es i nto wa ter res ources
8. Inves tment projects fi na nci ng under IDIP-2 project
ma na gement (for s ta te owned da ms
1. Conces s i ona l i nves tment credi ts for greenhous es
cons tructi on from Ka zAgroFi na nce (Ka zAgro da ughter
compa ny)
2. Conces s i ona l i nves tment credi ts for dri p i rri ga ti on
es ta bl i s hment from Ka zAgroFi na nce (Ka zAgro da ughter
compa ny)
3. Conces s i ona l mi crocredi ts from Fund of fi na nci a l s upport
to Agri cul ture for cons tructi on, l ea s i ng of greenhous es , dri p
1. Conces s i ona l credi t on s owi ng a nd
i rri ga ti on (Ka zAgro da ughter compa ny)
ha rves ti ng from Agra ri a n Credi t
4. Conces s i ona l i nves tment credi ts for cons tructi on of gra i n
Corpora ti on, Food Contra ct
ma rket i nfra s tructure a nd vegeta bl e s tora ges from
Corpora ti on, Fund of Fi na nci a l
Ka zAgroFi na nce (Ka zAgro da ughter compa ny, i ndi rect)
Support to Agri cul ture (Ka zAgro
5. Conces s i ona l credi t for pa s ture wa teri ng from Agra ri a n
da ughter compa ni es , i ndi rect)
Credi t Corpora ti on (Ka zAgro da ughter compa ny)
6. Conces s i ona l credi ts to s econd ti er ba nks for for credi ti ng
of a gri cul tura l projects from Agra ri a n Credi t Corpora ti on
(Ka zAgro da ughter compa ny, i ndi rect)
7. Conces s i na l i nves tment credi t for vegeta bl e producti on for
Food Contra ct Corpora ti on (Ka zAgro da ughter compa ny,
i ndi rect)
8. Conces s i ona l credi t for purcha s i ng the equi pment for fi s h
s i ngrafrom
zAgroFi
naBus
ncei nes
(Ka zAgro
ughter
1. proces
Credi t gua
nteesKaunder
the
s Roada
dma
p 2020
Progra mme (i ndi rect)
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Source: own elaboration based on data from national sources

A second important group of state-support mechanisms to agriculture falls under the category
“other government revenue foregone” (indicating revenue foregone other than tax revenues). It
includes several forms of concessional credit, and in particular:


Concessional credits to the costs of intermediate inputs on sowing and harvesting; and



Concessional credits to capital: it includes concessional investment credits (for greenhouses,
grain market infrastructure, vegetable storage, pasture watering, vegetable production) as
well as concessional micro-credit (for construction, leasing of greenhouses, drip irrigation).
These mechanisms are provided by KazAgro Finance, a daughter company of KazAgro.

State-support mechanisms to agricultural production also include transfer of risk to government, in
the form of credit guarantees under the Business Roadmap 2020 Programme.

Rural development
In the case of rural development, only direct transfers of funds were found. Some of these
mechanisms target production, and in particular:


Direct transfers of capital include: (i) a subsidy on interest rates for entrepreneurs operating
in rural areas; (ii) the provision of state grants for expanding the business in small towns and
rural areas; and (iii) investment in electricity, water supply and road infrastructures in rural
areas. All these funds are provided under the Business Roadmap 2020 Programme);



Direct transfers of knowledge consist in informing the enterprises on available technologies,
their efficiency and effectiveness.

A special category of direct transfers of funds is directed to the development of water and sanitation
infrastructures in rural areas13, and it includes investments in: rehabilitation of the water system,
establishment of measuring devices and monitoring networks, rehabilitation and development of
municipal infrastructures, creation of new infrastructures for centralized (piped) water supply and
sanitation, etc. All these mechanisms are provided through the State Programme for Water Resource
Management. Other funds for the construction of roads, energy provision, rail and water provision
are provided through the Nurly Zhol Programme.

13

These mechanisms are specifically targeting infrastructure development, which is not included in the OECD
Matrix. Thus, under the category “mechanisms targeting demand”, a specific sub-category “infrastructures”
was added to the Matrix. However, this can be further discussed.
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Table 3.2 OECD Matrix – State-support mechanisms to rural development (empty rows and columns were
hidden)
STATUTORY OF FORMAL INCIDENCE (to whom and for what a transfer is given)
Production

Direct consumption

Cost of production factors

TRANSFER MECHANISM (how a transfer is created)

Capital

Direct transfer of
funds

Knowledge

Infrastructures

1. Reha bi l i tation of wa ter s ys tems for
decrea s i ng the l os s es i n i nter-fa rm
cha nnel s , ma i ns , group wa ter s uppl y
s ys tems under SPWRM
2. Es tabl i s hment of mea s uri ng
el ements for every s tage of wa ter
1. Interes t ra te s ubs i dy for
i ntake, a utoma tiza tion of wa ter s uppl y
enterpreners under the
under SPWRM
Bus i nes s Roa dma p 2020
3. Crea ting the i nfra s tructure for
Progra mme (i ndi rect)
moni tori ng the vol umes a nd qua l i ty of
2. Provi s i on of s tate gra nts for
wa ter res ources , comi ng from
expa ndi ng the bus i nes s i n
1. Informi ng the enterpri s es
nei ghbouri ng countri es under SPWRM
monoci ties , s ma l l towns a nd
a bout the a va i l a bl e
4. Recons truction of muni ci pa l
rura l a rea under the Bus i nes s
technol ogi es a nd thei r
i nfra s tructure (dri nki ng wa ter a nd
Roa dma p 2020 Progra mme
effi ci ency a nd effectivenes s
s ewera ge s ys tem) under SPWRM
(i ndi rect)
(i ndi rect)
5. Crea ting of new i nfra s tructure for
3. Di rect government i nves tment
centra l i zed dri nki ng wa ter s uppl y a nd
i n provi di ng el ectri ci ty, wa ter
s a ni tation under the SPWRM
a nd roa d i nfra s tructure under
6. Cons truction a nd recons truction of
the Bus i nes s Roa dma p 2020
wa ter s uppl y s ys tems , hydro-techni ca l
Progra mme
util i ties under the Progra mme for the
Devel opment of Regi ons 2020
7. Cons truction of new roa d, energy,
ra i l , wa ter i nfra s tructure under the
Nurl y Zhol Progra mme

Source: own elaboration based on data from national sources

For each mechanism (or group of mechanisms), a descriptive fiche was compiled. The fiche includes
information on: category, stimulated activity, jurisdiction, legislation and endorsing organization,
policy objective of the subsidy, en recipients, time period, background, amount of subsidy conferred,
potential effects on water resources. The full descriptive fiches are provided in Annex A. The tables
below summarize the descriptive fiches by focusing on three main aspects: policy objective, amount
conferred and potential impact on water resources.

Table 4.3 State-support mechanisms to agriculture: summary of policy objectives, amount conferred in 2015
and potential impacts on water resources
Legenda
Amount conferred in 2015

Potential impact on water resources

Low impact on government budget

Positive impact

Medium impact on government budget

Mixed impact (both positive and negative)

High impact on government budget

Negative impact

Unknown

Mixed impact, no available data
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State-support mechanisms to agriculture
State-support mechanism

Policy objective

Amount
conferred in
2015

Potential impact on, or link to
water resources

Subsidy for raising the yield and
quality of agricultural products

Raising the yield and
quality of agricultural
products (sugar beet,
rice, irrigated cotton and
irrigated vegetables) –
per hectare subsidy

2.7 billion KZT

Higher subsidies for crops with
drip irrigation, thus
incentivizing more efficient
water use

Subsidizing the costs of
transportation of irrigation
water to agricultural producers

Partial compensation of
the costs of
transportation of
irrigation water for
water suppliers

2.1 billion KZT

The subsidy sustains irrigated
agriculture, regardless of the
efficiency and financial
sustainability of irrigation
systems  negative impact

Subsidy for compensation of
the costs for establishment and
maintenance of perennial fruit
plantations and vineyards

Partial compensation of
the costs for new
establishment of
perennial fruit
plantations and
vineyards

In 2015 the
support was
discontinued.
However it
may return in
2016-2017.

The subsidy includes covering
the expenses on water and
could lead to increased water
use. However the subsidy also
considers drip irrigation that
could lead to more efficient
water use.

Subsidizing the costs of
purchase of raw agricultural
products to the processors for
production of processed
products

Facilitating economic
availability of raw
agricultural products for
production of processed
products

2.7 billion
KZT/year

Subsidy stimulates production
of sugar beet, most of which is
produced on irrigated land,
thus increasing the use of
water.

Subsidies for partial
compensation of costs incurred
by agricultural producers while
investing (investment subsidy)

Improving capital
capacity and return on
investment in priority
sectors of agriculture

1.3 billion
KZT/year
(2015)

Support to some activities
(e.g. pasture watering) leads
to increased water use.
Support to other activities
include drip irrigation systems
that leads to more rational
water use

Interest rate subsidies for
credits and leasing of
technological equipment and
agricultural machinery

Raising the availability of
financial services for
agricultural producers

9.3 billion
KZT/year
(2015)

Some of the credits target
activities leading to increased
water consumption, some
others target activities leading
to more efficient water use
(but no data on subsidies to
each type of activity).

Concessional credit to
agricultural producers

Support for agricultural
producers by providing
short-term loans for

0.89 billion
KZT/year
(2015)

The loans may go to growing
crops on irrigation, thus
increasing water consumption.
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sowing and harvesting
Concessional credits of
Agrarian Credit Corporation

Raising the availability of
financial resources for
agricultural producers

9.8 billion
KZT/year
(2015)

Depending on the targeted
activity, the instrument can
lead both to increased water
use in irrigation and to more
efficient water use (no data on
subsidies to each type of
activity)

Concessional credits for
purchasing the equipment for
fish processing from
KazAgroFinance

Support for agricultural
production through
concessional crediting
for fixed capital
acquisition

0.34 billion
KZT/year
(2015)

Increase in fish processing will
lead to increased production
of fish in commercial fish
farms that will lead to
increased water use.

Concessional credits for
investment projects from
KazAgroFinance (greenhouses,
drip irrigation, grain market
infrastructure and vegetables
storages)

Support of agricultural
producers by
concessional credit for
fixed assets acquisition

11.3 billion
KZT/year

Depending on the targeted
activity, the instrument can
lead both to increased water
use in irrigation and to more
efficient water use

Concessional microcredits from
Fund of Financial Support to
Agriculture for construction,
leasing of greenhouses, drip
irrigation

Ensuring the availability
of credits for physical
and legal bodies,
organizing or expanding
business in rural area

3.1 billion
KZT/year
(2015)

Greenhouses increase water
use, drip irrigation systems
lead to more efficient water
use.

Concessional investment
credits for vegetable
production from Food Contract
Corporation

Raising the availability of
financing

0.76 billion
KZT/year
(2015)

Increased vegetables
production will lead to
increased water use.

Applied research in agroindustrial complex

Financing of science is
oriented towards solving
the strategic
government objectives

4.5 billion
KZT/year
(2015)

Some of the research is
oriented towards efficient
water management, thus it
can lead to more efficient
water use in case the results
of the research are introduced
into the industry

Source: own elaboration based on data from national sources
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Table 4.4 State-support mechanisms to rural development: summary of policy objectives, amount conferred
in 2015 and potential impacts on water resources
Legenda
Amount conferred in 2015

Potential impact on water resources

Low impact on government budget

Positive impact

Medium impact on government budget

Mixed impact (both positive and negative)

High impact on government budget

Negative impact

Unknown/ unclear

Mixed impact, no available data

State-support mechanisms to rural development
State-support mechanism

Policy objective

Amount
conferred

Potential impact on, or link to
water resources

Direct government investment
in providing electricity, water
and road infrastructure under
the “Business Roadmap 2020”
Program

Raising the availability of
utility infrastructure

18.2 billion
KZT/year
(2015)

The measure leads to increase
of water consumption, but
also provides access to water
for consumers in rural area.

Construction and
reconstruction of water supply
systems and hydro-technical
utilities under the SPWRM and
Program for the development
of regions - Rehabilitation of
water systems for leakage
reduction

Increasing of additional
surface water resources
3
by 0.6 km by 2020

0.2 billion
KZT/year
(2015)

Positive effects on water use
and water pollution.

Emergency overhaul and
restoration of inter-farm water
channels irrigation and
drainage systems

Decreasing the losses in
the mains and
distribution canals,
irrigation infrastructure
from 24% in 2012 to 20%
in 2020

0.83 billion
KZT/year
(2015)

Potential effect of the
government investment is
decreasing water losses by
3
520 mln. m or 4% by 2020

Regulation of Syrdaria river bed
and preserving of northern part
of Aral Sea. Phase 1 and 2

Improving ecological and
social and economic
situation of Aral region
and its population,
decreasing flood risk,
ensuring the safety of
hydro-engineering
complexes

Phase 1: 22.2
billion KZT

Multiple effects on water
resources: provision of
sustainable water supply,
protection from flood risks,
rehabilitation of two lake and
swamp systems, creation of
fish farming

Second Irrigation and Drainage
Improvement Project (IDIP-2)

Improvement of water
supply and watering
conditions of irrigated

Government
financing in
2015: 0.87

Providing guaranteed
and high quality drinking
water, more efficient
provision of irrigation
water

Phase 2: not
financed yet

Improvement of water supply
and watering conditions of
irrigated lands on an area of
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lands on the area of 113
thousand ha

billion KZT

113 000 ha

Organizing the development of
methodological documents,
conducting scientific research

Preparation of
methodology
documents, conducting
scientific research for
implementation of
SPWRM

0.19 billion
KZT in 2015

Introduction of the results of
the research in the industry
will lead to more efficient
water use

Introducing the information
technologies into water
resources management
systems

Creation of automated
information system of
state water cadaster
based on improvement
of its structure and
operations by 2020

0.26 billion
KZT in 2015

More efficient water use

Interest rate subsidy on bank
loans for implementation of
new projects under Business
Roadmap 2020 Program

Raising the availability of
financial services for
entrepreneurs

74.7 billion
KZT in 2015

Depending on the targeted
activity, the instrument can
lead both to increased water
use in irrigation and to more
efficient water use (no data on
subsidies to each type of
activity)

Credit guarantees for private
entrepreneurs under the
Business Roadmap 2020
Program

Facilitating sustainable
and balanced growth of
entrepreneurship in the
regions and maintaining
current level of
employment and
creating new jobs

27.7 billion
KZT in 2015

Depending on the targeted
activity, the instrument can
lead both to increased water
use in irrigation and to more
efficient water use (no data on
subsidies to each type of
activity)

Provision of state grants for
expanding the business in
monocities, small towns and
rural area under the “Business
Roadmap 2020” Program

Facilitating sustainable
and balanced growth of
entrepreneurship in the
regions and maintaining
current level of
employment and
creating new jobs

No overall
data for 2015

Depending on the targeted
activity, the instrument can
lead both to increased water
use in irrigation and to more
efficient water use

Informing the enterprises
about the available
technologies and their
efficiency and effectiveness

Information support for
entrepreneurs

0.58 billion
KZT/year

The instrument may indirectly
lead to more efficient water
use.

Construction of new road,
energy, rail, water
infrastructure under the Nurly
Zhol Program

Modernization
(construction and
reconstruction) of
utilities infrastructure
and systems of heating,
water supply and

60.2 billion
KZT in 2015

It will lead to increased water
use, however granting access
to water of consumers in rural
areas.

(only those that are connected
to water use)
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sewerage
Subsidizing the costs of water
supply from especially
important group and local
systems of water supply, that
are a single source of drinking
water supply

Subsidies are made for
supply of drinking water
to water consumer for
own non-commercial
use

3.1 billion KZT
in 2015

The subsidy has direct effect
on water use, leading to its
increase, however the support
has a high social importance

Investment into water supply
and sewerage systems under
the Program for Development
of Regions

Increasing the
availability of industrial
infrastructure. Social
support

61.5 billion
KZT in 2015

The instrument increases
water consumption. However
this is a social measure that
ensures the access to drinking
water and sewerage for
households in the cities and
rural area.

Source: own elaboration based on data from national sources

As shown in the tables, this first screening of state-support mechanisms to agriculture and rural
development already allows for a first identification of the instruments which have potential negative
effects on water resources. In particular:




State-support mechanisms to agriculture: it is suggested that the in-depth analysis focuses
on those instruments with: (i) a medium or high impact on government budget; and (ii) a
negative or mixed impact on water resources (both negative and positive, depending on
targeted activities –however, in some cases there are no disaggregated data on targeted
activities, so these instruments will not be selected in principle;
State-support mechanisms to rural development: it is suggested that the in-depth analysis
focuses on those instruments with: (i) a medium or high impact on government budget; and
(ii) a negative or mixed impact on water resources – also in this case, the instruments for
which no disaggregated information is available will not be included in the analysis. In several
cases, state-support instruments have a negative effect on water resources, but a positive
social impact (e.g. access to clean drinking water in rural areas): in these cases, the in-depth
analysis, and the impact assessment in particular, will be particularly interesting, as it will
allow for comparing environmental and social impact of respective instrument.

On this basis, it is proposed that instruments for in-depth analysis are selected among the followings:


Agriculture:
 Subsidizing the costs of transportation of irrigation water to agricultural producers;
 Subsidizing the costs of purchase of raw agricultural products to the processors for
production of processed products;
 Concessional credits for investment projects from KazAgroFinance; and
 Concessional microcredits from the Fund of Financial Support to Agriculture for
construction, leasing of greenhouses, drip irrigation.
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Rural development:
 Direct government investment in providing electricity, water and road infrastructure
under the Business Roadmap 2020 Program;
 Construction of new road, energy, rail, water infrastructure under the Nurly Zhol
Program;
 Subsidizing the costs of water supply from especially important group and local
systems of water supply, that are a single source of drinking water supply; and
 Investment into water supply and sewerage systems under the Program for
Development of Regions.

The final selection of instruments for in-depth analysis will depend on discussion and consultations
with government officials (e.g. Ministry of Economy, Ministry of Agriculture) and the OECD, as well as
on advice from the local experts involved in this project.

2. Selection of a water intensive industry
The selection of a water-intensive industry is on-going; the selection will be mainly based on water
consumption and economic significance of the industry for the Kazakh economy (in terms of GDP and
employment). Nevertheless, the water-intensive industry to be selected will be discussed during the
NPD meeting on May 31st, so that suggestions and comments from relevant stakeholders will be
taken into account. In this report, the data collected so far are presented, and some industry
categories are proposed.
The graph below show water use levels for all main industry categories (according to the NUTS2
classification).
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Figure 4.1 Water use by type of industry – Share of total industrial water use in 2014

Water use by type of industry - Share of total industrial water use (2014)

Extraction of crude petroleum and natural gas
Mining

Food and beverages, tobacco
Textiles

Leather and related products
Wood and related products
Paper industry

Coke and refined petroleum
Chemical industry

Rubber and plastic industry
Non-metallic mineral products

Metal products
Machinery and equipments
Computer, electronics, optical products

Transport vehicles
Other manufacturing

Electricity, gas, steam and air conditioning, water supply
Construction

Source: own elaboration based on national statistics – data provided by Committee of Water Resources of MoA

As shown above, electricity, gas, steam and water supply are by far the largest industrial water use in
Kazakhstan. To have a better understanding of water use by industry type, it might therefore be
useful to exclude this category, as shown below.
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Figure 4.2 Water use by type of industry excluding electricity, steam, air conditioning and water supply –
Share of total water use by the remaining industry types in 2014

Water use by type of industry excluding electricity and water supply - -Share of
total water use by the remaining sectors (2014)
Extraction of crude petroleum and natural gas
Mining
Food and beverages, tobacco
Textiles

Leather and related products
Wood and related products

Paper industry
Coke and refined petroleum
Chemical industry

Rubber and plastic industry
Non-metallic mineral products

Metal products
Machinery and equipments
Computer, electronics, optical products

Transport vehicles
Other manufacturing

Construction

Source: own elaboration based on national statistics – data provided by Committee of Water Resources of MoA

In the second graph, it is possible to assess which industry types are the major water users in
Kazakhstan, after electricity and water supply. These sectors are manufacturing of metal products,
mining and extraction of crude oil and gas.
However, for an industry type to be selected, it is important that, besides being a significant water
user, the sector is also significant for the national economy. The graphs in the next page compare the
share of water use (over the total industrial use) with the share of total national GDP and total
national employment for each type of industry.
As shown by the graphs, the following sectors are relevant both in terms of water use and economic
significance and might become the object of this study:





Energy, gas, steam, air conditioning, water supply;
Manufacturing of metal products;
Mining;
Extraction of crude petroleum and natural gas.

Additional key selection criteria is the size of state support to respective sector – it should be
significant; and data availability.
Participants to the NPD meeting suggested focusing on the mining industry, as well as on the first
stage(s) of processing the ore or generating electricity from brown coal. The project team
investigated this option (together with national consultants), and it emerged that, although
information and statistical data are surely available for the mining industry as a whole, much less
39

Review and assessment of mechanisms and instruments of state support to agriculture, rural development
and a water intensive processing industry impacting the water sector in Kazakhstan
Interim report

data is available on a disaggregated level (by type of mining activities), and this is particularly true for
data on water use. In addition, in Kazakhstan there are practically no subsidies to mining that would
impact water resources. With respect to ore processing and electricity generation from brown coal,
the first stages of ore processing require in-depth statistics that are most likely unavailable, and the
same applies to electricity generation from brown coal – the sector is too large, and there are no
subsidies with an impact on water use. Overall, it was recommended not to focus on this sector.
The project team thus proposed to analyze the water supply sewerage waste management and
remediation activities industry for three reasons:
1. Although the share of GDP and employment are low, its share of water use is the highest
after agriculture;
2. There is more information available compared to mining and electricity generation; and
3. A lot of funds are directed to water supply in rural area and in the cities, subsidizing
infrastructures as well as the costs of drinking water. Some of these subsidies were reviewed
as part of the state-support instruments to rural development, and are thus included in Table
6.
This proposal was approved by the OECD; thus, the in-depth analysis will focus on the instruments
listed in Table 6 and pre-selected on the basis of their impacts on government budget and their
potential impacts on water resources. If other instruments targeting this sector will be identified,
these will also be screened (through the descriptive mechanism fiche) and included in the in-depth
analysis if relevant.
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Figure 4.3 Share of industrial water use, share of total national GDP and total national employment by type of industry in 2014

Share of industrial water use, share of total national GDP and total national employment by
type of industry (2014)
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Source: own elaboration from national statistics - Data provided by Committee of Water Resources of MoA (water use) and Committee of Statistics on the Ministry of National
Economy (GDP and employment)
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Figure 4.4 Share of industrial water use, share of total national GDP and total national employment by type of industry in 2014, excluding energy, gas, steam, air
conditioning and water supply

Share of industrial water use, share of total national GDP and total national employment by
type of industry, excluding energy and water supply (2014)
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Source: own elaboration from national statistics - Data provided by Committee of Water Resources of MoA (water use) and Committee of Statistics on the Ministry of National
Economy (GDP and employment)
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V-

Next steps of this project

The next steps to be undertaken under Phase I of the project are the followings:




Final selection of mechanisms for in-depth analysis (with contributions from NPD participants
and relevant stakeholders);
Measurement of state-support levels for the selected mechanisms;
(ex ante) Impact assessment for the selected mechanisms.

The draft results of Phase I will be presented, discussed and further developed during an expert
workshop which will be organized in Astana in mid-September (the final date will be fixed after the
NPD meeting). The outcomes of the expert workshop will help finalizing activities of Phase I.
Phase III of the project will start after the expert workshop, and the results will be presented and
discussed at the NPD Working Group meeting tentatively scheduled for November – December,
2016.
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Annex A – State-support mechanisms to agriculture and rural
development: descriptive fiches
Subsidy for raising the yield and quality of agricultural products (for sugar beet, rice, cotton on
irrigation, vegetables on irrigation) – per hectare subsidy
Subsidy category

Production subsidy (Enterprise income)

Stimulated activity

Raising the yield and quality of agricultural products

Subsidy name

Subsidy for raising the yield and quality of agricultural products

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – Local authorities
(MoA administers the subsidy)

Policy objective(s) of subsidy

Raising the yield and quality of plant products

End recipient(s) of subsidy

Farmer

Time period

Subsidies are paid to producers annually for partially covering (up to
40%) the costs of fuel and other materials needed for sewing and
harvesting.

Background

Per hectare subsidies were introduced in Kazakhstan in the beginning
of 2000’s. For that period, the subsidies were relevant, as the sector
has suffered from lack of operating assets. The farmers used these
subsidies for sowing and harvesting.

Amount of subsidy conferred

The rates of subsidies are set by local governments of each region and
can differ depending on the type of crop and technology used. The
rates are also different between the regions. For sugar beet, cotton
and vegetables cultivated with drip irrigation the rates of subsidy are
considerably higher.
Plant
Sugar beet
Cotton
Rice
Vegetables

Potential effects on or links
to water resource use or
water pollution (qualitative)

Maximum
rate (tenge)
60 000
60 000
25 000
181 905

Minimum rate
(tenge)
30 000
11 000
17 000
26 000

Amount in 2015,
thousand tenge
12 948
40 178
2 319 062
330 522

Subsidy compensates part of the costs of sowing and harvesting. Thus,
a portion of the subsidy is meant for water consumption costs.
For sugar beet, cotton and vegetables that are cultivated with drip
irrigation the rates for the subsidies are higher thus stimulating
farmers to invest in drip irrigation. The potential effect of these
subsidies is positive for water consumption as usage of drip irrigation
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leads to more optimized consumption of water resources.
Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Online
database of legislative documents www.adilet.zan.kz

Subsidizing the costs of transportation of irrigation water to agricultural producers
Subsidy category

Production subsidy (Cost of intermediate input)

Stimulated activity

Stimulates the usage of water in agriculture

Subsidy name

Subsidizing the costs of transportation of irrigation water to
agricultural producers

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – Local authorities
(MoA administers the subsidy)

Policy objective(s) of subsidy

Partial compensation of the costs of transportation of irrigation water
for water suppliers

End recipient(s) of subsidy

Water suppliers (paid for actual amount supplied)

Time period

Subsidies are issued annually, payments are made every month.

Background

Was introduced as one of the measures to increase availability of
irrigation water to agricultural producers

Amount of subsidy conferred

Subsidies and tariff rates are set individually for each settlement. The
rate of subsidy is 50% of that part of the tariff for water that is subject
to subsidizing. The part that is subject to subsidizing is calculated as
the difference between the minimum tariff rate (0.2 tenge per m3)
and tariff rate set for each settlement. Overall amount of subsidy in
2015 was 2 111 709 thousand tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

The costs of water supply significantly differ for farmers in different
regions. Therefore for some farmers the subsidy covers practically full
costs for water, for some farmers – only a small portion. Overall the
subsidy for water transportation sustains irrigated agriculture,
although the efficiency of irrigation systems are low and lack of
rational use of water. Without the subsidy the irrigated land areas
could decrease substantially.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Online
database of legislative documents www.adilet.zan.kz
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Subsidy for compensation of the costs for establishment and maintenance of perennial fruit
plantations and vineyards
Subsidy category

Production subsidy (Capital)

Stimulated activity

Raising the yield and quality of agricultural products

Subsidy name

Subsidy for compensation of the costs for establishment and
maintenance of perennial fruit plantations and vineyards

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – Local authorities
(MoA administers the subsidy)

Policy objective(s) of subsidy

Partial compensation of the costs for establishment of perennial fruit
plantations and vineyards (orchards, vineyards with intensive system),
that were established in autumn of the previous year and (or) spring
of the current year, and their growing in the current year.

End recipient(s) of subsidy

Subsidies are paid to the certified originators for actual work done on
for establishment of perennial fruit plantations and vineyards and
maintenance of unfinished production of established perennial fruit
plantations and vineyards.

Time period

Paid every year

Background

Were introduced mainly because agricultural producers lack finance
to establish perennial fruit plantations and vineyards

Amount of subsidy conferred

Rate of the subsidy ranges from 27 817 tenge/ha to 1 746 937
tenge/ha. Subsidy rates are set according to the planting system and
type of perennial plantations, age, number of young plants per 1 ha,
usage of drip irrigation
In 2015 the support was discontinued. However it may return in 20162017.

Potential effects on or links
to water resource use or
water pollution (qualitative)

Has indirect effect on water use. The subsidy includes covering the
expenses on water and could lead to increased water use. However
the subsidy also considers drip irrigation that could lead to more
efficient water use

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Online
database of legislative documents www.adilet.zan.kz
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Subsidizing the costs of purchase of raw agricultural products to the processors for production of
processed products
Subsidy category

Direct consumption (Unit cost of consumption)

Stimulated activity

Stimulates production of sugar beet

Subsidy name

Subsidizing the costs of purchase of raw agricultural products to the
processors for production of processed products

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – Local authorities
(MoA administers the subsidy)

Policy objective(s) of subsidy

The primary objective of subsidizing the costs of processors is
facilitating economic availability of raw agricultural products for
production of processed products

End recipient(s) of subsidy

Processing enterprises

Time period

Paid every year

Background

Subsidies were introduced in 2014 to stimulate sugar beet production
as well as its processing

Amount of subsidy conferred

Subsidy rate is 7 tenge/kg. Overall amount in 2015 was 2 700 000
thousand tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

Has indirect effect on water resources. Subsidy stimulates production
of sugar beet, most of which is produced on irrigated land, thus
increasing the use of water.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Online
database of legislative documents www.adilet.zan.kz

Subsidies for partial compensation of costs incurred by agricultural producers while investing
Subsidy category

Production subsidy (capital)

Stimulated activity

Stimulates investment (into infrastructure of pasture watering,
constriction and expansion of irrigation systems, construction and
expansion of the enterprises on growing fruits and vegetables,
construction of industrial fish farms for salmon and sturgeon
breeding)

Subsidy name

Subsidies for partial compensation of costs incurred by agricultural
producers while investing (investment subsidy)

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing

Legislation - About state regulation of development of agricultural
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organization

sector and rural areas. Endorsing organization –MoA

Policy objective(s) of subsidy

Primary objective of the investment subsidies is facilitating economic
availability of goods and services when implementing investment projects in
priority sectors of agrictulture by improving capital capacity and return on
investment

End recipient(s) of subsidy

Investor/farmer

Time period

Paid every year

Background

Investment subsidies were first introduced in 2014 with Agribusiness2020 program as a new measure to stimulate investment into
agriculture

Amount of subsidy conferred

The rates of subsidies vary depending of the subsector from 20% to
80% of investment costs:





Creating the infrastructure of pasture watering – 80%
(564 200 thousand tenge in 2015)
Constriction and expansion of irrigation systems – 30%
(577 360 thousand tenge in 2015)
Construction and expansion of the enterprises on growing
fruits and vegetables – 30-40% (162 050 thousand tenge)
Construction of industrial fish farms for salmon and sturgeon
breeding – 20% (25 000 thousand tenge)

Potential effects on or links
to water resource use or
water pollution (qualitative)

The subsidy has direct effect on water use. Creating the infrastructure
of pasture watering, creation and expansion of irrigation systems and
construction of industrial fish farms for salmon and sturgeon breeding
will lead to increased water use. Construction and expansion of the
enterprises growing fruits and vegetables include drip irrigation
systems that will lead to more rational water use.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Online
database of legislative documents www.adilet.zan.kz

Interest rate subsidies for credits and leasing of technological equipment and agricultural machinery
Subsidy category

Production (Capital)

Stimulated activity

Stimulates investment into agriculture

Subsidy name

Interest rate subsidies for credits and leasing of technological
equipment and agricultural machinery

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing

Legislation - About state regulation of development of agricultural
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organization

sector and rural areas. Endorsing organization –MoA

Policy objective(s) of subsidy

Primary objective of the interest rate subsidy is raising the availability
of financial services for agricultural producers

End recipient(s) of subsidy

Financial institution (through farmer)

Time period

Paid every year

Background

This subsidy was first introduced in 2013 along with the new
Agribusiness-2020 program as market interest rates for farmers are
too high and there is an urgent need for operating capital and
financing for investment.

Amount of subsidy conferred

Interest rate subsidies are paid directly to the financial institution to
bring down the interest rate for the farmer by 5-10% depending on
the loan currency, type and the purpose of the loan. In 2015 overall
amount of the subsidy was 9 373 470 thousand tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

The subsidy has indirect effect. The subsidy goes to all agricultural
subsectors, some of the credits are for operating capital used for
sowing campaign for irrigated crops (that could lead to increase water
consumption), some of them are used for introduction of resource
and water saving technologies (that could lead to more efficient water
use). It is impossible to say what amount went to each subsector, data
of the banks is closed.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Online
database of legislative documents www.adilet.zan.kz

Concessional credit on sowing and harvesting from Agrarian Credit Corporation, Food Contract
Corporation, Fund of Financial Support to Agriculture (KazAgro daughter companies)
Subsidy category

Production (Capital)

Stimulated activity

Production of crops

Subsidy name

Concessional credit to agricultural producers

Jurisdiction

National holding JSC “NMH “KazAgro” and daughter companies: JSC
“Agrarian Credit Corporation” (ACC), JSC “National Company “Food
Contract Corporation” (FCC), JSC “Fund of Financial Support to
Agriculture” (FFSA)

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural

Policy objective(s) of subsidy

Support for agricultural producers by providing short-term loans for
sowing and harvesting

sector and rural areas. Endorsing organization – ACC, FCC, FFSA.
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End recipient(s) of subsidy

Farmer

Time period

Paid every year

Background

Were introduced by KazAgro and MoA, because often farmers do not
have enough operating capital for sowing campaigns.

Amount of subsidy conferred

Loans for operating capital starting from 1 mln. Tenge with interest
rate of 5%. Loan term – until December 1 of the current year. In 2015
the overall amount of loans was 8.9 million tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

This type of support has indirect effect. Short-term loans are provided
for sowing and harvesting. Thus the loans may go to growing crops on
irrigation, thus increasing the water consumption.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, official website of JSC “NMH “KazAgro” www.kazagro.kz, Online database of
legislative documents www.adilet.zan.kz

Concessional credits of Agrarian Credit Corporation (Concessional credits to second tier banks for
crediting agricultural projects, Concessional credits for pasture watering)
Subsidy category

Production (Capital)

Stimulated activity

Investment into agriculture

Subsidy name

1: Concessional credit to second tier banks for crediting agricultural
projects;
2: Concessional credit for pasture watering

Jurisdiction

National holding JSC “NMH “KazAgro” and daughter companies: JSC
“Agrarian Credit Corporation” (ACC),

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – ACC

Policy objective(s) of subsidy

Raising the availability of financial resources for agricultural producers

End recipient(s) of subsidy

1 – agricultural producers through second tier banks
2 – agricultural producers

Time period

Every year.

Background

Were introduced by KazAgro and MoA, because often farmers do not
have enough funds to finance production and invest into agriculture.

Amount of subsidy conferred

1. Interest rate for second tier bank - 10%, for end recipient no
more than 14%. In 2015 the amount of financing was 9,34 bln.
tenge;
2. For pasture watering the interest rate is 14%, In 2015 the
amount of financing was 45,3 mln. tenge.
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Potential effects on or links
to water resource use or
water pollution (qualitative)

1. Crediting of second tier banks has indirect effect as the credits may
go to the production of irrigated crops, or introduction of water
saving technologies. Thus it could increase the water use or lead to
more efficient use of water. It is impossible to say what amount of
money went to each sector or type of production
2. Crediting for pasture watering has direct effect. Pasture watering
will lead to increased water use, however the return from pasture
breeding is considerably higher.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, official website of JSC “NMH “KazAgro” www.kazagro.kz, Online database of
legislative documents www.adilet.zan.kz

Concessional credits for purchasing the equipment for fish processing from KazAgroFinance
Subsidy category

Production (Capital)

Stimulated activity

Investment into fish processing

Subsidy name

Financing of the purchase of equipment for processing of agricultural
and fish products (including further leasing)

Jurisdiction

National holding JSC “NMH “KazAgro” and daughter companies: JSC
“KazAgroFinance” (KAF)

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – KAF

Policy objective(s) of subsidy

Support for agricultural production through concessional crediting for
fixed capital acquisition

End recipient(s) of subsidy

Farmers

Time period

Paid every year

Background

Were introduced by KazAgro and MoA, to stimulate the processing of
fish.

Amount of subsidy conferred

Interest rate is 13,4-14%, loam term 5 to 10 years. Overall amount of
financing in 2015 was 339,9 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect on water resources. Increase in fish
processing will lead to increased production of fish in commercial fish
farms that will lead to increased water use.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, official website of JSC “NMH “KazAgro” www.kazagro.kz, official web-site of JSC
“KazAgroFinance” www.kaf.kz, Online database of legislative
documents www.adilet.zan.kz
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Concessional credits for investment projects from KazAgroFinance (greenhouses, drip irrigation,
grain market infrastructure and vegetables storages)
Subsidy category

Production (capital)

Stimulated activity

Investment into construction or purchase of greenhouses, drip
irrigation, grain market infrastructure and vegetables storages

Subsidy name

Concessional credits for agricultural producers for investment projects

Jurisdiction

Ministry of Agriculture, National holding JSC “NMH “KazAgro”, JSC
“KazAgroFinance”

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – KazAgroFinance.

Policy objective(s) of subsidy

Support of agricultural producers by concessional credit for fixed
assets acquisition

End recipient(s) of subsidy

Farmers

Time period

Every year

Background

Were introduced because farmers lack the finance for investment and
have a high credit burden

Amount of subsidy conferred








Loans for:
Greenhouses construction – interest rate 6,0%, loan term for
construction and installation works, equipment and
machinery up to 10 years, operating capital – up to 4 years.
Overall amount in 2015 – 7 853 mln. tenge;
Drip irrigation establishment - interest rate 6,0%, loan term
for construction and installation works, equipment and
machinery up to 10 years, operating capital – up to 4 years.
Overall amount in 2015 – 1 199 mln. tenge;
Grain storage - interest rate 6,0%, loan term for construction
and installation works, equipment – up to 12 years, Overall
amount in 2015 – 1 865 mln. tenge;
Vegetable storage - 6,0%, %, loan term for construction and
installation works - up to 5 years, equipment – up to 8 years,
Overall amount in 2015 – 398 mln. tenge;

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect. Construction of greenhouses will lead
to additional use of water, establishment of drip irrigation will bring
more efficient water use, grain and vegetable storage reduce the
necessity of additional production of vegetables and grain in midseasons, thus, decreasing the water use.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, official website of JSC “NMH “KazAgro” www.kazagro.kz, official web-site of JSC
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“KazAgroFinance” www.kaf.kz, Online database of legislative
documents www.adilet.zan.kz

Concessional microcredits from Fund of Financial Support to Agriculture for construction, leasing of
greenhouses, drip irrigation
Subsidy category

Production (Capital)

Stimulated activity

Investment into greenhouses construction and introduction of drip
irrigation

Subsidy name





Microcredits for the projects on purchase, construction and
operation of small greenhouses
Leasing of greenhouses
Microcredits for introduction of drip irrigation systems

Jurisdiction

Ministry of Agriculture, National holding JSC “NMH “KazAgro”, JSC
“Fund of Financial Support to Agriculture”

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – Fund of Financial
Support to Agriculture.

Policy objective(s) of subsidy

Ensuring the availability of credits for physical and legal bodies,
organizing or expanding business in rural area

End recipient(s) of subsidy

Farmers

Time period

Every year

Background

Were introduced because farmers lack the finance for investment and
have a high credit burden

Amount of subsidy conferred







Microcredits for the projects on purchase, construction and
operation of small greenhouses – interest rate is 9.5%, loan
term – up to 5 years, overall amount in 2015 1 222 mln. tenge
Leasing of greenhouses – interest rate is 6%, loan term – 3 to
9 years, overall amount in 2014 – 1 627 mln. tenge (in 2015
no finance)
Microcredits for introduction of drip irrigation systems –
interest rate is 14%, loan term – up to 5 years, overall amount
in 2015 – 212 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

Support has indirect effect. Greenhouses increase water use,
irrigation systems lead to more efficient water use.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, official website of JSC “NMH “KazAgro” www.kazagro.kz, Online database of
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legislative documents www.adilet.zan.kz

Concessional investment credits for vegetable production from Food Contract Corporation
Subsidy category

Production (Capital)

Stimulated activity

Investment into vegetable production

Subsidy name

Financing of investment projects

Jurisdiction

Ministry of Agriculture, National holding JSC “NMH “KazAgro”, JSC
“National Company “Food Contract Corporation”

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas. Endorsing organization – Food Contract
Corporation

Policy objective(s) of subsidy

Raising the availability of financing

End recipient(s) of subsidy

Farmers, vegetable producers

Time period

Every year

Background

Were introduced because farmers lack the finance for investment and
have a high credit burden

Amount of subsidy conferred

Overall amount in 2015 was 7.6 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect. Increased vegetables production will
lead to increased water use.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, official website of JSC “NMH “KazAgro” www.kazagro.kz, official web-site of Food
Contract Corporation www.fcc.kz, Online database of legislative
documents www.adilet.zan.kz

Applied research in agro-industrial complex
Subsidy category

Production (Knowledge)

Stimulated activity

Applied scientific research

Subsidy name

Result oriented financing of scientific research

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - About state regulation of development of agricultural
sector and rural areas, Law about Science. Endorsing organization MoA
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Policy objective(s) of subsidy

Financing of science is oriented towards solving the strategic
government objectives

End recipient(s) of subsidy

Scientific institutions certified by the Ministry of Education and
Science

Time period

Financing is provided every three years for three-year Program.
Effective since 2011.

Background

Since 2011 with the adoption of the Law about Science the financing
has been provided based on the competition, thus financing the most
needed research initiatives.

Amount of subsidy conferred

The research is financed on a competitive basis. Overall amount in
2015 was 4 468 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect on water use. Some of the research
topics include development of irrigation systems, water supply,
aquaculture and fishery, technologies for sustainable water use and
technologies of water effective production. Therefore this type of
support leads to more efficient water use in case the results of the
research are introduced into the industry.

Information sources

Offical web-site of the MoA www.mgov.kz, official web-site of the
Ministry of Education and Science www.edu.gov.kz, Online database
of legislative documents www.adilet.zan.kz

Direct government investment in providing electricity, water and road infrastructure under the
“Business Roadmap 2020” Program
Subsidy category

Direct consumption (infrastructure)

Stimulated activity

Investment into rural area

Subsidy name

Development of industrial infrastructure

Jurisdiction

Ministry of Investment and Development, National holding “Baiterek”,
Local administration, JSC “Fund of development of entrepreneurship
“Damu”

Legislation/ Endorsing
organization

Legislation - Decree of the Government of the Republic of Kazakhstan
About adoption of the “Business roadmap 2020” Program. Endorsing
organization - JSC “Fund of development of entrepreneurship “Damu”
through local administration (Ministry of investment and
development administers the support)

Policy objective(s) of subsidy

Raising the availability of utility infrastructure

End recipient(s) of subsidy

Entrepreneurs in rural area
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Time period

Every year

Background

Was introduced as one of the measures of the “Business roadmap
2020” Program to stimulate investment into rural area and provide
the rural area with utilities. Effective since April 2010, when the
Program was adopted

Amount of subsidy conferred

Maximum cost of infrastructure is 100 mln. tenge. Overall amount in
2015 was 18.2 bln. tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect on water use. This measure includes
investment into water infrastructure for the investment projects.
Therefore the measure leads to increase of water consumption, but
also provides access to water for consumers in rural area.

Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official web-site of the Ministry of National Economy
www.economy.gov.kz, official website of JSC “Fund of development of
entrepreneurship “Damu” www.damu.kz, Online database of
legislative documents www.adilet.zan.kz

Construction and reconstruction of water supply systems and hydro-technical utilities under the
SPWRM and Program for the development of regions
Rehabilitation of water systems for decreasing the losses in inter-farm channels, mains, group
water supply systems
Subsidy category

Direct consumption (infrastructure)

Stimulated activity

Development of water supply and irrigation systems and hydrotechnical utilities

Subsidy name

Budget program №235 Construction and reconstruction of water
supply systems and hydro-technical utilities. It includes:
1. Hydro-technical utilities, reconstruction of mains and distributing
canal
2. Hydro-technical utilities, reconstruction of hydro-engineering
complexes and water reservoirs that are in the government
ownership
3. Group water supply systems

Jurisdiction

Ministry of Agriculture, Ministry of National Economy, Ministry of
Finance, Ministry of Energetics, Local governments

Legislation/ Endorsing
organization

Legislation – State Program of Water Resource Management,
adopted on April 4, 2014, Program for the Development of Regions
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by 2020, adopted on June 28. 2014.
Endorsing organization – RSE “KazVodKhoz”
Policy objective(s) of subsidy

Increasing of additional surface water resources by 0.6 km3 by 2020
Providing guaranteed and high quality drinking water,
reconstruction, rehabilitation, prevention of the threats of
industrial disaster in the water supply systems and hydro-technical
utilities.
Reconstruction and modernization of hydro-technical utilities for
ensuring the transportation and supply of irrigation water.

End recipient(s) of subsidy

RSE “KazVodKhoz” receives the funds
End beneficiaries are water consumers

Time period

Every year 2014-2020

Background

This is government investment into water infrastructure. It plays
mostly social role in providing the water and preventing disasters.

Amount of subsidy conferred

2014 - 21 307 889,2 tenge,
2015 - 19 965 053 tenge,
2016 - 6 232 013 tenge,
2017 - 8 030 681 tenge
2018 - 8 073 305 tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

Construction and reconstruction of hydro-technical utilities and
water supply systems have direct effect on water use and water
pollution. Preventing industrial disasters has obvious positive effect
on water use and pollution.

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, Order of
the acting minister S. Omarov “About adoption of budget programs
for 2016-2018”, State Program of Water Resource Management,
Program for the Development of Regions by 2020, Online database
of legislative documents www.adilet.zan.kz

Emergency overhaul and restoration of inter-farm water channels irrigation and drainage systems
Subsidy category

Direct consumption (Infrastructure)

Stimulated activity

Reconstruction and modernization of water infrastructure

Subsidy name

Budget program №237 Emergency overhaul and restoration of
inter-farm water channels irrigation and drainage systems:
1. Emergency overhaul of mains and distribution canals
2. Emergency overhaul of hydro-engineering complexes and
water reservoirs that are in the government ownership
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3. Emergency overhaul of inter-farm drainage systems
Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation – State Program of Water Resource Management,
adopted on April 4, 2014, Program for the Development of Regions
by 2020, adopted on June 28. 2014.
Endorsing organization – RSE “KazVodKhoz”

Policy objective(s) of subsidy

Decreasing the losses in the mains and distribution canals,
irrigation infrastructure from 24% in 2012 to 20% in 2020

End recipient(s) of subsidy

RSE “KazVodKhoz” receives the funds
End beneficiaries are water consumers

Time period

Every year

Background

This is government investment into water infrastructure. It plays
mostly social role in reducing losses and preventing disasters.

Amount of subsidy conferred

2014 - 2 479,5 mln. tenge,
2015 - 833,8 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has direct effect on water use. Potential effect of the
government investment is decreasing water losses by 520 mln. m3
or 4% by 2020

Information sources

Official web-site of Ministry of Agriculture www.mgov.kz, State
Program of Water Resource Management, Online database of
legislative documents www.adilet.zan.kz

Implementation of the project “Regulation of Syrdaria river bed and preserving the northern part
of Aral Sea” Phase-2
Subsidy category

Direct consumption (Infrastructure)

Stimulated activity

Effective water use in Syrdaria basin

Subsidy name

Regulation of Syrdaria river bed and preserving of northern part of
Aral Sea. Phase 1 and 2.

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation:
1. Action plans on improving ecological situation in Ara sea
basin and region in short-term with regard to social and
economic development of the region, adopted by the
presidents of Central Asia on January 11, 1994
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2. Decision of State budgetary commission dated July 29,
2005
3. Application of Ministry of Economics and Budget Planning
to IBRD on provision of grant and funds connected to
future loan from IBRD (letter №13-1-1/54-И dated
September 19, 2005)
4. Decree of the President of Kazakhstan about signing the
agreement letter between Kazakshtan and IBRD on
provision of grant for preparing the project “Regulation of
Syrdaria river bed and preserving of northern part of Aral
Sea. Phase 2”
Endorsing organization – Ministry of Agriculture
Policy objective(s) of subsidy

1) improving ecological and social and economic situation of
Aral region and its population
2) Increasing Syrdaria channel capacity
3) Diminishing the risk of flooding the settlements, irrigation
systems and infrastructure
4) Ensuring the safety of hydro-engineering complexes

End recipient(s) of subsidy
Time period

2015-2020

Background

Project “Regulation of Syrdaria river bed and preserving of
northern part of Aral Sea. Phase 2” is a continuation of the first
phase of the project that was implemented in 2003-2010.
The first phase included the following sub-projects:
1. Reconstruction of left-bank canal check of Kyzylorda
hydroengineering complex
2. Construction of protecting dams in Kazaly and Karmakshyn
districts (raions) of Kyzylorda oblast
3. Syrdaria channel rectification of the sites Korgansha and
Turumbet
4. Construction of road bridge near Birlik village in Kazaly
raion of Kyzylorda oblast
5. Reconstruction of Kamyshlybash and Akshatau lake
systems
6. Reconstruction and expanding of nursery ponds on the site
of Tastak Kamahlybash fish farm in Aral raion of Kyzylorda
oblast
7. Development of feasibility study on the project of
reconstruction of northern part of Aral sea (two-tier or
one-tier option)
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8. Development of feasibility study of the project on
construction and equipment of the center of water
resources management in Kazakhstan part of Syrdaria
basin
Amount of subsidy conferred

Costs of the first phase – 22 208.3 mln tenge (the loan from IBRD
and co-financing from Government budget)
Phase-2 has not been financed yet

Potential effects on or links
to water resource use or
water pollution (qualitative)

Information sources

1. Ensuring the sustainable water supply to irrigated lands on
the area of 63.2 thousand ha and pastures and hayfields
watering on the area about 250 thousand ha.
2. Protection from periodic winter water passes from
Shardary reservoir, that were not regulated in Kaksaray
compensating regulator during the years of rare
occurrence and in cases of ice jams in Syrdaria river bed
3. Ensuring stable year-round road connection between two
banks of Syrdaria, favorable conditions for transit and
improving Syrdaria channel capacity by removing pontoon
ferry
4. Reconstruction of Kamyshlybash and Akhsatau lake
systems in lower reaches of Syrdarya, water supply for lake
and swamp systems on the area of 40.5 thousand ha,
including 34 thousand ha – lakes, 6.5 thousand ha swamps.
5. Rehabilitation of fish capacity of northern Aral sea, deltaic
lakes and Syrdaria river, creating the possibility for
development of fish farming and creating jobs for local
people.
Feasibility study for the project “Regulation of Syrdaria river bed
and preserving of northern part of Aral Sea. Phase 2”, State
Program of Water Resources Management

Second Irrigation and Drainage Improvement Project (IDIP-2)
Subsidy category

Direct Consumption (Infrastructure)

Stimulated activity

Improvement of social and economic and ecologic conditions of life
in rural areas near trans-border rivers, located in highly dry regions

Subsidy name

Second Irrigation and Drainage Improvement Project (IDIP-2)

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation Endorsing organization - MoA
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Policy objective(s) of subsidy

IDIP-2 is directed towards improvement of water supply and
watering conditions of irrigated lands on the area of 113 thousand
ha, including in Almaty oblast – 12.5 thousand ha, Zhambyl oblast –
15 thousand ha, South-Kazakhstan oblast – 70.5 thousand ha,
Kyzylorda oblast – 15.1 thousand ha. This will be achieved through
reconstruction of wear irrigation and drainage systems that are in
the state ownership in the basins of trans-border rivers Syrdaria,
Talas, Shu, and Ili

End recipient(s) of subsidy

About 38,000 farming families resident in the 10 raions where the
IDIP-2 SPAs are located. Within the command areas of the 10 SPAs
there are a total of 10,516 farm holdings, of which 9,987 are farm
holdings of 20 ha and less and the remaining 529 are farm holdings
of more than 20 ha. The lands corresponding to the farm holdings
larger than 20 ha belong to individual households who decided to
pool their farms to be operated as a single entity through an
Agricultural Company (AC) or an Agricultural Production
Cooperative (APC).
From the basis of average landholding sizes in the 10 SPAs it is
deduced that the land operated by the 529 farm holdings larger
than 20 ha corresponds to a total of about 17,000 households. This
leads to an estimated total number of about 27,000 households
that have land in the 10 SPAs, and these represent the IDIP-2 target
group and principal direct beneficiaries of the Project. The
remaining 11,000 farming families living outside of the 10 SPAs but
within the project raions will also benefit from IDIP-2 activities
including the strengthening of their Rural Consumer Cooperatives
(RCCs) for improved MOM of the I&D systems and the
development of Farmer Service Centers (FSCs) for the provision of
agricultural and irrigation advisory and support services.
Other project stakeholders and beneficiaries include a full range of
both public and private local, regional and national organizations
involved in water management and agriculture.

Time period

2015-2022

Background

The Second Irrigation and Drainage Improvement Project (IDIP-2,
or the Project), to be financed in part through the World Bank and
in part directly by the Government of Kazakhstan (GOK), responds
to the government’s strategy to accelerate the improvement of
irrigated land in order to improve the efficiency of water use in
agriculture and reduce demands on scarce surface water resources.
A better use and management of irrigation and drainage (I&D)
infrastructure will contribute to the further development of the
agricultural sector, benefiting both the national economy and the
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rural population.
The Project Development Objective (PDO) is to improve I&D service
delivery to support farmers in the project areas. This is to be
achieved through rehabilitation and modernization of I&D systems;
improved management, operation and maintenance (MOM) of
these systems; and more efficient use of associated irrigated lands;
all with improved participation of users in developing and
managing the rehabilitated/modernized systems.
IDIP-2 interventions will support area developments in Almaty,
Kyzylorda, South Kazakhstan and Zhambyl oblasts, which are
situated in the southern part of the Republic of Kazakhstan. These
four oblasts have favorable agro-climatic conditions for increasing
irrigated crop productivity, offering good possibilities for growing
higher value crops like cotton, fruits and vegetables with export
potential, feeding for livestock sector and for generating higher
employment locally through the processing of such products and
manufacturing of derivative products. Farm size in these areas is
relatively small and population density is relatively high, so
interventions related to irrigation and drainage development and
water saving would provide benefits to a large number of rural
people.
Amount of subsidy conferred

Initial planned financing was:
102,9 mln USD. – loan from World Bank
236,6 mln USD – republic budget
Currently the budget of the project is not published
In 2015 the actual financing from republic budget was 873.3 mln.
tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

The effect is direct. The result will be the improvement of water
supply and watering conditions of irrigated lands on the area of
113 thousand ha, including in Almaty oblast – 12.5 thousand ha,
Zhambyl oblast – 15 thousand ha, South-Kazakhstan oblast – 70.5
thousand ha, Kyzylorda oblast – 15.1 thousand ha.

Information sources

Second Irrigation and Drainage Improvement Project (IDIP-2) Main
Consultancy Services for Project Implementation Terms of
Reference
Budget of MoA for 2013-2015.
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Methodology advice on preservation of water resources under the SPWRM
Subsidy category

Production (Knowledge)

Stimulated activity

Preparation of methodology documents, conducting scientific
research

Subsidy name

Organizing the development of methodological documents,
conducting scientific research

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - State Program of Water Resource Management,
Endorsing organization – RSE “KazVodKhoz” (MoA administrates
the support)

Policy objective(s) of subsidy

Preparation of methodology documents, conducting scientific
research for implementation of State Program of Water Resource
Management

End recipient(s) of subsidy

Water consumers and suppliers

Time period

2014-2020

Background

This support is one of the measures of the State Program of Water
Resource Management aiming to transfer the knowledge of
preservation of water resources. Effective since the adoption of the
Program

Amount of subsidy conferred

Overall amount of financing in 2015 was 19 mln tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

The effect is indirect. Introduction of the results of the research in
the industry will lead to more efficient water use.

Information sources

State Program of Water Resources Management
Budget of MoA for 2013-2015.

Introducing the information technologies into water resources management systems
Subsidy category

Production (Cost of intermediate inputs)

Stimulated activity

Creation of automated information system of state water cadaster
based on improvement of its structure and operations by 2020

Subsidy name

Introducing the information technologies into water resources
management systems

Jurisdiction

Ministry of Agriculture

Legislation/ Endorsing
organization

Legislation - State Program of Water Resource Management,
Endorsing organization –MoA
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Policy objective(s) of subsidy

Creation of automated information system of state water cadaster
based on improvement of its structure and operations by 2020

End recipient(s) of subsidy

Water consumers and suppliers

Time period

2014-2020

Background

This support is one of the measures of the State Program of Water
Resource Management aiming to introduce the information
systems into water sector. By 2020 information systems are to be
introduced in 78 water objects

Amount of subsidy conferred

Overall amount of financing in 2015 – 26 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

Introduction on automatized information systems of water
cadaster will lead to more efficient water use.

Information sources

State Program of Water Resources Management
Budget of MoA for 2013-2015.

Interest rate subsidy for entrepreneurs under the Business Roadmap 2020 Program
Subsidy category

Production (Capital)

Stimulated activity

Investment into non-resource industry in regions

Subsidy name

Interest rate subsidy on bank loans for implementation of new
projects

Jurisdiction

Ministry of investment and development, National holding “Baiterek”,
JSC “Fund of development of entrepreneurship “Damu”

Legislation/ Endorsing
organization

Legislation - Decree of the Government of the Republic of Kazakhstan
About adoption of the “Business roadmap 2020” Program. Endorsing
organization - JSC “Fund of development of entrepreneurship “Damu”
(Ministry of investment and development administers the subsidy)

Policy objective(s) of subsidy

Primary objective of the interest rate subsidy is raising the availability
of financial services for entrepreneurs

End recipient(s) of subsidy

Financial Institutions, Banks

Time period

Paid every year

Background

Was introduced as one of the measures of the “Business roadmap
2020” Program to stimulate investment to economy. Effective since
April 2010, then the Program was adopted

Amount of subsidy conferred

The interest rate for the entrepreneurs is reduced by 5% (for some of
the sectors the subsidy is higher). Overall amount of subsidies in 2015
was 74 675 mln. tenge for all sectors including agriculture.
66

Review and assessment of mechanisms and instruments of state support to agriculture, rural development
and a water intensive processing industry impacting the water sector in Kazakhstan
Interim report

Potential effects on or links
to water resource use or
water pollution (qualitative)

The subsidy has indirect effect. The program is oriented towards
entrepreneurs in priority sectors, including agriculture. Thus the
subsidies may go to agricultural production, connected to growing
crops on irrigation, or using drip irrigation systems. Thus it could
increase the water use or lead to more efficient use of water. It is
impossible to say what amount of money went to each sector or type
of production.

Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official website of JSC “Fund of development of
entrepreneurship “Damu”, Online database of legislative documents
www.adilet.zan.kz

Credit guarantees under the “Business Roadmap 2020” Program
Subsidy category

Production (Capital)

Stimulated activity

Investment through crediting

Subsidy name

Credit guarantees for private entrepreneurs

Jurisdiction

Ministry of investment and development, National holding “Baiterek”,
JSC “Fund of development of entrepreneurship “Damu”

Legislation/ Endorsing
organization

Legislation - Decree of the Government of the Republic of Kazakhstan
About adoption of the “Business roadmap 2020” Program. Endorsing
organization - JSC “Fund of development of entrepreneurship “Damu”
(Ministry of investment and development administers the support)

Policy objective(s) of subsidy

Facilitating sustainable and balanced growth of entrepreneurship in the
regions and maintaining current level of employment and creating new jobs

End recipient(s) of subsidy

Entrepreneurs

Time period

Every year

Background

Was introduced as one of the measures of the “Business roadmap
2020” Program to stimulate investment to economy, mainly because
banks and financial institutions do not tend to provide loans without
guarantees. Effective since April 2010, when the Program was
adopted

Amount of subsidy conferred

Credit guarantees are provided for the loans for operating capital with
following rates:



Up to 30% of the loan
Up to 100% of the loan if the loan is less than:
o 20 mln. tenge for new entrepreneurs
o 60 mln. tenge for operating entrepreneurs
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In 2015 the amount of guarantees was 27 685 mln. tenge for all
sectors, including agriculture
Potential effects on or links
to water resource use or
water pollution (qualitative)

Has indirect effect. The program is oriented towards entrepreneurship
in priority sectors, including agriculture. Thus, the subsidies may go to
agricultural production, connected to growing crops on irrigation, or
using drip irrigation systems. Thus, it could increase the water use or
lead to more efficient use of water. It is impossible to say what
amount of money went to each sector or type of production.

Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official website of JSC “Fund of development of
entrepreneurship “Damu” www.damu.kz, Online database of
legislative documents www.adilet.zan.kz

Provision of state grants for expanding the business in monocities, small towns and rural area under
the “Business Roadmap 2020” Program
Subsidy category

Production (capital)

Stimulated activity

Entrepreneurship in rural area

Subsidy name

State grants

Jurisdiction

Ministry of Investment and Development, National holding “Baiterek”,
Local administration, JSC “Fund of development of entrepreneurship
“Damu”

Legislation/ Endorsing
organization

Legislation - Decree of the Government of the Republic of Kazakhstan
About adoption of the “Business roadmap 2020” Program. Endorsing
organization - JSC “Fund of development of entrepreneurship “Damu”
through local administration (Ministry of investment and
development administers the support)

Policy objective(s) of subsidy

Facilitating sustainable and balanced growth of entrepreneurship in the
regions and maintaining current level of employment and creating new jobs

End recipient(s) of subsidy

Young entrepreneurs, women, disabled people and people older than
50 are provided with grants

Time period

Every year.

Background

Was introduced as one of the measures of the “Business roadmap
2020” Program to stimulate entrepreneurship for young people,
disabled people and elderly. Effective since April 2010, when the
Program was adopted

Amount of subsidy conferred

Maximum amount of grant per entrepreneur is 3 mln. tenge. Provided
on a competitive basis. The condition is co-financing amounting 10%
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or more.
Potential effects on or links
to water resource use or
water pollution (qualitative)

Has indirect effect on water use. The program is financing the
entrepreneurship in rural are. Some of the business initiatives are in
agricultural sector, connected to production of crops on irrigation, or
introducing water saving technologies. Thus, it may lead to increased
water use or to more efficient consumption of water.

Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official website of JSC “Fund of development of
entrepreneurship “Damu” www.damu.kz, Online database of
legislative documents www.adilet.zan.kz

Informing the enterprises about the available technologies and their efficiency and effectiveness
Subsidy category

Production (Knowledge)

Stimulated activity

Knowledge transfer

Subsidy name

State non-financial support of small and medium business

Jurisdiction

Ministry of Investment and Development, National holding “Baiterek”,
Local administration, JSC “Fund of development of entrepreneurship
“Damu”

Legislation/ Endorsing
organization

Legislation - Decree of the Government of the Republic of Kazakhstan
About adoption of the “Business roadmap 2020” Program. Endorsing
organization - JSC “Fund of development of entrepreneurship “Damu”
through local administration (Ministry of investment and
development administers the support)

Policy objective(s) of subsidy

Information support for entrepreneurs

End recipient(s) of subsidy

Current and potential entrepreneurs, small and medium size business
working in priority sectors of economy, including agriculture

Time period

Every year

Background

Was introduced as one of the measures of the “Business roadmap
2020” Program to inform the entrepreneurs about the new
technologies and support. Effective since April 2010, when the
Program was adopted

Amount of subsidy conferred

Overall amount of funds in 2015 was 580 mln. tenge

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect on water use. It considers informing
the entrepreneurs and local people in rural area about he state
support, technologies and business ideas in priority sectors, including
agriculture. This may include the informing about moder resource
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saving technologies, methods of doing business with advanced
technologies, that may indirectly lead to more efficient water use.
Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official web-site of the Ministry of National Economy
www.economy.gov.kz, official website of JSC “Fund of development of
entrepreneurship “Damu” www.damu.kz, Online database of
legislative documents www.adilet.zan.kz

Construction of new road, energy, rail, water infrastructure under the Nurly Zhol Program
(only those that are connected to water use)
Subsidy category

Direct consumption (infrastructure)

Stimulated activity

Government investment in infrastructure

Subsidy name

Development of industrial infrastructure

Jurisdiction

Ministry of National Economy, Local Governments, JSC “KazCentre of
Housing and Communal Services”

Legislation/ Endorsing
organization

Legislation - State “Nurly Zhol” Program. Endorsing organization –
Local administration and JSC “KazCentre of Housing and Communal
Services” (Ministry of National Economy administers the support)

Policy objective(s) of subsidy

Modernization (construction and reconstruction) of utilities
infrastructure and systems of heating, water supply and sewerage

End recipient(s) of subsidy

Water consumers

Time period

Every year from 2015-2019

Background

The program is mostly directed to infrastructure development, most
of the measures of the program include investment into
infrastructure. The program was adopted in April 2015

Amount of subsidy conferred

Program measures:




Implementation of the projects on construction,
reconstruction and modernization of the heating, water
supply and sewerage systems – 60 bln. tenge in 2015
Development of typical projects for the heating, water supply
and sewerage objects – 204 mln. tenge in 2015

Potential effects on or links
to water resource use or
water pollution (qualitative)

The support has indirect effect on water use. The program includes
the investment into infrastructure in rural area, water infrastructure
among others. It will lead to increased water use, however granting
access to water of consumers in rural areas.

Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official web-site of the Ministry of National Economy
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www.economy.gov.kz, official web-site of JSC “Kazakhstan centre of
modernization and development of Housing and Communal Services”
www.zhkh.kz, Online database of legislative documents
www.adilet.zan.kz

Subsidizing the costs of water supply from especially important group and local systems of water
supply, that are a single source of drinking water supply
Subsidy category

Direct consumption (Unit of consumption)

Stimulated activity

Social subsidy, stimulates drinking water supply to households

Subsidy name

Subsidizing the costs of water supply

Jurisdiction

Ministry of National Economy, Local governments

Legislation/ Endorsing
organization

Legislation – Water code

Policy objective(s) of subsidy

Subsidies are made for supply of drinking water to water consumer
for own non-commercial use.

End recipient(s) of subsidy

Water suppliers are fully or partially compensated for the cost of
water supply for actual amount of water supplied

Time period

Every year

Background

Was introduced in 2006 to ensure the supply of drinking water to the
households with single source of drinking water

Amount of subsidy conferred

Subsidy rates are 0-30 tenge depending on the quality and
infrastructure. Overall amount in 2015 was 3 087.6 mln. tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

The subsidy has direct effect on water use, leading to its increase,
however the support has a high social importance as it ensures the
supply of drinking water at low tariffs for regions that have single
source of drinking water.

Information sources

Official web-site of Ministry of investment and development
www.mid.gov.kz, official web-site of the Ministry of National Economy
www.economy.gov.kz, Online database of legislative documents
www.adilet.zan.kz

Endorsing organization – Local governments (Ministry of National
Economy administers the subsidy)
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Investment into water supply and sewerage systems under the Program for Development of Regions
Subsidy category

Direct consumption (Infrastructure)

Stimulated activity

Construction and reconstruction of infrastructure of water supply and
sewerage

Subsidy name

Development of the system of water supply and sewerage

Jurisdiction

Ministry of National Economy

Legislation/ Endorsing
organization

Legislation - Program for the Development of Regions by 2020.
Endorsing organization – Local governments (Ministry of National
Economy administrates the support)

Policy objective(s) of subsidy

Increasing the availability of industrial infrastructure. Social support

End recipient(s) of subsidy

Water consumers

Time period

2014-2020.

Background

This is a social measure that ensures the access to water and
sewerage to the population in cities and rural areas

Amount of subsidy conferred

Budget investment:



For development of the systems of water supply and
sewerage in rural area in 2015– 20 604 mln. tenge;
For development of the systems of water supply and
sewerage in cities and oblasts in 2015– 40 932.7 mln. tenge.

Potential effects on or links
to water resource use or
water pollution (qualitative)

Has direct effect on water supply, increasing the water consumption.
However this is a social measure that ensures the access to drinking
water and sewerage for households in the cities and rural area.

Information sources

official web-site of the Ministry of National Economy
www.economy.gov.kz, Online database of legislative documents
www.adilet.zan.kz
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