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1. Introduction
The wheat industry is the most important agricultural sector for Kazakhstan in terms of economic
diversification and social stability. Wheat spans approximately 80% of the agricultural land in
Kazakhstan. In 2015, Kazakhstan supplied 7.6 million tons of wheat, or 4 percent of total global export
(USDA 2016). The agriculture sector also provides employment for almost 20 percent of the population,
mostly in the grains subsector (Statistics Committee 2016).
Given the importance of wheat, this report examines the role of Kazakhstan in the global industry and
identifies challenges and opportunities for upgrading. Despite large production volumes, Kazakhstan
remains a backup supplier of wheat to cheap and volatile markets. Upgrading is required to benefit
from participating in the industry and to move up to higher value activities. This report provides policy
recommendations for upgrading in the wheat sector for three main groups of actors—the government,
industry associations and business.
This report is divided into the following sections. First, it provides an overview of the global wheat
industry and trends, and maps the wheat value chain and its segments, as well as details the governance
structure of the industry. The second section presents Kazakhstan’s participation in the global wheat
sector and institutional context, including analysis of major wheat stakeholders, agricultural policies
and challenges that Kazakh business faces. The report concludes by identifying best practices of wheatproducing countries and potential upgrading trajectories for Kazakhstan within the wheat value chain.

2. Methodology
This report examines the wheat industry using the GVC framework. This framework considers the wheat
sector as a value chain, consisting of activities that firms and workers perform to bring a product from its
conception to end use (Gereffi and Fernandez-Stark 2016). In the wheat value chain, activities are carried
out on a global scale. Transnational corporations divide business operations and locate them in different
places around the world to enhance their competitiveness, manage risk and leverage shifts in supply and
demand (Ahmed and Hamrick 2015).
The GVC framework allows analyzing geographically dispersed actors and activities within a
single global industry using top-down and bottom-up approach (Gereffi and Fernandez-Stark 2016).
On the global level, actors and activities, as well as their geographic scope and governance structure are
analyzed using a top-down approach.1On the local level, GVC analysis examines potential upgrading
strategies to improve the competitiveness of a country, the institutional context and how industry
stakeholders interact to achieve industry upgrading (Gereffi and Fernandez-Stark 2016). In addition, the
bottom-up approach includes in-depth interviews with actors operating in the value chain locally.

1

Analysis of global statistics on wheat is mainly based on data collected and published by international agencies, such as the
Food and Agriculture Organization of the United Nations (FAOSTAT 2016), the United States Department of Agriculture
(USDA 2016) and the United Nations Commodity Trade Statistics Database (UN Comtrade 2016).
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3. Global Wheat Industry
3.1 Global Wheat Industry and Trends
The wheat industry represents a vitally important commodity, both in terms of food security and
production of wheat-based products, including animal feed and food products.
Less than 25 percent of wheat production is traded across borders, the remainder being utilized
domestically (Ahmed, Hamrick et al. 2013). Wheat imports are crucial for food security in countries that
depend on international markets to meet domestic and regional demand (Ahmed, Hamrick et al. 2013). At
the same time, global wheat production and markets are volatile.
Unpredictable weather conditions, pests and diseases negatively affect production (Janzen, Carter et al.
April 2014). In addition, price volatility is increasing due to growing demand for biofuels; fluctuation in
oil prices2; fluctuation in exchange rates; and increases in commodity speculation (Ahmed, Hamrick et
al. 2013).
Global supply and demand for wheat shifted over the past decade with the rise of the Black Sea
region as a new supplier of wheat and increased grain consumption due to population growth.
Growing populations in Asian and the Middle East and North Africa (MENA) region have increased
wheat consumption. While top Asian consumers—China, India and Pakistan—produce and consume
1/3 of global wheat, MENA countries produce a relatively little volume of wheat and import nearly 1/3
of globally traded wheat (FAOSTAT 2016). Global supply of wheat is shifting today from traditional
suppliers3to Black Sea countries (Russia, Ukraine and Kazakhstan) (Figure 1). Black Sea nations
account for 16 percent of global wheat export (FAOSTAT 2016). At the same time, high production
volatility, unpredictable trade policies and administrative controls in Black Sea countries introduce new
uncertainties regarding supply, particularly during the global food crises of 2007-08 and 2010-11 (Goger,
Abdulsamad et al. 2014).
Figure 1. Global Wheat Trade

Source: Authors based on (FAOSTAT 2016)

2

3
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Oil prices primarily impacts wheat prices by affecting transportation and production costs.
USA, France, Australia, Canada, Argentina and Germany provide almost 70 percent of wheat export (FAOSTAT) 5

Large multinational trading firms played a key role in the shift of global wheat supply and
demand. Until the 1980s, state boards mostly governed the wheat GVC through subsidies and control
Large multinational trading firms played a key role in shift of global wheat supply and
of wheat supply. Since the 1980s, globalization weakened state power allowing for increased power
demand. Until the 1980s, state boards mostly governed the wheat GVC through subsidies and
and consolidation among large transnational food producers and traders (Ahmed, Hamrick et al. 2014).
control of wheat supply. Since the 1980s, globalization weakened the state power and increased
Further, the 2007-09 crisis limited the ability of governments to transfer significant budget expenses
power and consolidation of large transnational food producers and traders (Ahmed, Hamrick et al.
to maintain wheat supply. As a result, state monopolies were privatized during the time, for example
2014). The 2007-2009 crisis has limited the ability of governments to transfer significant budget
Australia in 2008 and Canada in 2012.

expenses to maintain wheat supply. State monopolies were privatized in Australia in 2008 and in
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The volume of support is expressed as a share of gross farm receipts, estimated by OECD as Producer Support Estimate
(PSE) on a regular basis.
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The volume of support is expressed as a share of gross farm receipts, estimated by OECD as Producer Support

3.2. Global Wheat Value Chain
The wheat GVC encompasses all activities in the wheat industry from initial research to retail and
consumption. The seven key segments of the chain include: inputs, production, processing, food
manufacturing, trade, and the external environment (Figure 4). This section introduces the key segments
of the value chain and their primary features.
Figure 4. Wheat Value Chain

Source: Authors based on (Ahmed, Hamrick et al. 2013)

Inputs for wheat production are R&D, seeds, fertilizers, pesticides and machinery. R&D is the most
expensive and important activities of inputs. R&D provides new varieties of wheat and allows adapting
it to certain climatic conditions (Ahmed, Hamrick et al. 2013). Inputs are usually produced by large
multinationals. For example, Monsanto, DuPont, Syngenta (ETC Group until 2008) produce seeds and
chemicals; John Deere and CAT produce heavy machinery. The volume of production and the level of
utilization of inputs highly depend on the country’s characteristics. Mostly, wheat-producing countries
subsidize utilization of seeds, fertilizers, pesticides and machinery.
The production segment includes sowing, treatment and harvesting of wheat. In major exporting
countries, large producers dominate in the segment, while in developing countries, small farmers are
key producers (Ahmed, Hamrick et al. 2013). Given the strategic importance of wheat for food security,
most governments provide subsidies to wheat-producing farmers. Countries with limited competitive
advantages in wheat production attempt to set offshore production. For example, Saudi Arabia is
currently managing the relocation of wheat production to land abroad as its water resources decline
(McMichael 2014). However, offshore production can be challenging for many reasons, such as the
impact on small producers, less-skilled farmers, and underdeveloped roads and ports infrastructure
(Ahmed, Hamrick et al. 2013).
Processing of wheat includes storage and milling of wheat. Elevators accept wheat, transported from
fields on special trucks. After that, wheat is weighted, graded, cleaned, blended, certified and stored
in the elevator. Special labs, operating at elevators, test wheat, grade it a certain quality and certify it.
Interestingly, that elevator plays an important role in the global pricing of wheat as multinational traders
that own elevators manage their storage capacity. Mills provide primary processing of wheat. Milled
wheat includes flour, bran, gluten, stubble and starch. The wheat industry is evolving and moving
into new products requiring the industrial processing of wheat. It includes the production of livestock,
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which uses animal feed as an input, and production of biofuel. In addition, consumers of deep industrial
processing of wheat can be paper, textile and pharmaceutical industries. Usually, milling occurs in the
country where it will be consumed (Ahmed, Hamrick et al. 2013). Mostly, mills are small and medium
enterprises; although large multinationals operate in milling as well. For instance, Bunge is one of the
world’s largest flour milling operators.
Most milled wheat goes to food manufacturing the highest value segment of the wheat GVC. Food
manufacturing includes the production of bread (60 percent of total wheat flour) and confectionary
products from flour (pastry, wafers, biscuits), as well as pasta. Production of infant food, pastry and
biscuits, and cereals requires capital investments and workforce skills. As a sequence, around 70 percent
of the supermarket shelves is provided by large food processors, such as Nestle, Kraft and Danone.
Trade drives the value chain domestically and internationally. This segment operates in the
transportation of inputs, wheat or processed products. Wheat is transported by traders from farms or
elevators via trucks, railway wagons or ships to the places of processing or final use within the country.
Today, large multinationals control wheat trade globally. The four largest of them are Archer Daniels
Midland (ADM), Bunge, Cargill and Louis Dreyfus (ABCDs) (Clapp 2015).
Supporting activities (or external environment) occur along the entire value chain. They include
government regulations, trade policies, industry associations, financial intermediaries, extension
services, futures trading, food aid, etc. Government influence is common for the value chain. The
government sets price control and provides subsidies. State regulators play an important role in trade,
setting import-export tariffs, export subsidies and negotiating trade agreements. These actions can affect
the value chain globally. For instance, during the drought of 2006 and 2008 Russia, Kazakhstan and
Argentina set food exports control through higher tariffs and export bans. This caused price shock on the
global market and made many countries increase their storage capacity, offshore production investment
and domestic production (Ahmed, Hamrick et al. 2013).

3.3 Governance and Standards
The wheat value chain is driven by international traders, food processors and retailers.
Deregulation of wheat industry in the 1980s and liberalization of the economy in the Black Sea countries
in 1990s weakened the state influence and increased the power of large multinationals. Vertical
integration allows these companies to use economies of scale to exert control over value chain activities.
The ABCDs control over 70 percent of globally traded grains. Another big player, Glencore Xstrata,
has also diversified into grain trading from its core activities in minerals and energy. This policy was
stimulated with the need to hedge its activities across various markets. Further, new global traders
emerge in Asian countries as the 2007-09 financial crisis reoriented power towards emerging markets
(Gereffi 2014). In 2014 China’s state-controlled Cofco acquired a majority stake of global traders Nidera
and Noble (Bonato 2016). Today, Cofco has expanded from trading in Asia to operations in the Americas
and Europe. Marubeni, Mitsubishi and Mitsui (Japan); CJ (Korea); and Olam (Singapore) are expanding
in global trade of wheat as well (Bonato 2016). Besides trading, multinationals appear in other segments
of the wheat GVC including inputs, food processing and retail. Food processors Nestle, Kraft Foods and
Danone consolidate the industry through M&A. Similar consolidation trends are found in mega-retailers
like Walmart and Tesco (Ahmed, Hamrick et al. 2014) (Table 1).
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Segment
Inputs

Production

Storage and Milling

Trading

Food manufacturing and
retailing

Firms

Impact to the chain

Seeds and chemicals – Monsanto,
DuPont, Syngenta
Control production of inputs,
Machinery – John Deere and
conduct R&D
CAT
Limited budget
Finance farmers through conSmall and medium-sized farmers
tract farming, invest in hard and
ABCDs
soft infrastructure in order to
ensure wheat supply globally
Set wheat prices, control wheat
quality, invest in hard and soft
ABCDs
infrastructure in order to ensure
wheat supply.
Set wheat prices, control wheat
quality, invest in hard and soft
ABCDs, Glencore, Cofco, Olam
infrastructure in order to ensure
wheat supply.
Food manufacturing – Nestle,
Invest in local suppliers, set food
Kraft foods, Danone
safety and quality standards and
Food manufacturing – Nestle,
certifications
Kraft foods, Danone

Source: Authors based on (Ahmed, Hamrick et al. 2014)

It is important to know how a GVC is governed in order to successfully upgrade (Gereffi, Humphrey
et al. 2005). The ABCDs and Glencore provide investments in hard and soft infrastructure, such as
financial activities, insurance and information technologies, to secure delivery of crops. For instance,
they invested billions of U.S. dollars to improve Russian port terminals, storage and processing facilities.
This investment allowed lead firms to gain a competitive edge in the Russian grain market, as well as
contributed to increasing Russian wheat exports. Lead firms also control wheat quality at all segments
of the chain. They collect market data and launch software that allows them to control huge amounts
of operations and maintain quality control. For instance, Cargill has launched a software service to
help farmers with prescriptive planting and to collect huge amounts of data (Clapp 2015). Large food
manufacturers and retailers contributed to the emergence of food safety and quality standards that control
the entire value chain (Trienekens and Zuurbier 2008). The quality of food is no longer related to the
product alone, but also to technological, logistical economical, and organizational processes. As a result,
complex public and private standards are required for upgrading within the chain and entering high-value
markets (Box 1).
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Box 1. Standards in the Wheat GVC

Standards criteria for wheat differs in various countries. Generally, they include protein and gluten content, falling
number, grain unit, flour strength, etc. The amounts of damaged kernels, foreign materials, shrunken and broken kernels
should be in a low amount. The majority of international public standards does not accept harmful contaminants and
wheat infested with invaders for primary producers (Baltic Control Kazakhstan 2016).
Standards for processors are mainly centered on the quality and safety of products. The aim of these standards is
to control those steps in food manufacturing that are critical for product safety during processing and distribution
(Trienekens and Zuurbier 2008). They include public standards, such as ISO and HACCP, as well as private standards,
set by large retailers. For instance, British Retail Consortium (BRC) with TESCO and Sainsbury as participants defines
criteria for joint inspection of suppliers that reduce costs. Large retailers set environmental standards as well. They
include EKO and Nature’s Choice, aiming to ensure sustainable agriculture at primary producer level (Table 2).
Meeting standards creates a possibility to upgrade production, earn higher prices and access new markets. At the same
time, meeting standards can be expensive for small producers. Today ensuring compliance with standards creates an
additional barrier to enter the international market. As globalization has become a new trend in production, standards
should be harmonized along with the value chain, which is challenging for producers.
Source: (Trienekens and Zuurbier 2008)
Table 2. Food Safety and Quality Standards

Certification

Decription
Public Standards
Controls those steps in food
Hazard Analysis of Critical Con- manufacturing that are critical
trol Points (HACCP)
for product safety during processing and distribution
International Organization for
Provides uniformity and prevents
Standardization (ISO)
technical barriers to trade
Includes guideline for agricultural practices for primary producGood Agricultural Principles
ers, storage, usage of pesticide,
(GAP)
post-harvest handling and transportation
Private Standards
Based on GAP, aims at guaranGlobal GAP
teeing environmentally friendly,
safe and high-quality products
Based on HACCP norms, initiated to define common criteria
BRC
for the inspection of suppliers of
food products
Based on HACCP and ISO, aims
Safe Quality Food (SQF)
at quality assurance from a total
supply chain
Private Dedicated Standards
EKO
Organic EU food standard
Standard of TESCO on environNature’s Choice
mental issues
Source: (Trienekens and Zuurbier 2008)

Segment of the Chain Involved

Primary and processing
Primary and processing

Primary

Primary

Primary and processing

Primary, processing and retail

Primary and processing
Primary and processing
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3.4 Upgrading Trajectories
Participation in the wheat GVC requires compliance with food safety and quality standards and other
market conditions and trends. Firms and countries that seek involvement in GVCs must improve
their competitiveness, develop their enabling business environment and initiate upgrading processes
to capture opportunities in global markets and address challenges (Ahmed, Hamrick et al. 2014).
Upgrading refers to moving from lower- to higher-value activities to increase benefits from participating
in global trade and production (Gereffi and Fernandez-Stark 2016). Within the GVC framework,
Humphrey and Schmitz (2002) and Fernandez Stark et al. (2014) identified several types of upgrading
(Gereffi and Fernandez-Stark 2016) (Table 3):
•

Entry in the value chain, where firms participate for the first time in national, regional or GVCs.

•

Process upgrading, which transforms inputs into outputs more efficiently by reorganizing the
production system or introducing superior technology.

•

Product upgrading, or moving into more sophisticated product lines.

•

Functional upgrading, which entails acquiring new functions (or abandoning existing functions)
to increase the overall skill content of the activities.

•

Chain or intersectoral upgrading, where firms move into new but often related industries.

•

End-market upgrading, which can include moving into more sophisticated markets that require
compliance with new, more rigorous standards, or into larger markets that call for production on
a larger scale and price accessibility.

Table 3. Upgrading Pathways in Wheat GVC
Upgrading
Pathways
Entry into the VC
Process upgrading
Product upgrading

Functional
upgrading
End-market
upgrading
Chain upgrading

Example
Mass privatization of farms, processing and storage facilities, as well as attraction of international trading and food manufacturing firms, allowed Russia to evolve from importing wheat
in the 1980s to becoming a top exporter of wheat globally
Experimenting with agrosystems and technologies, particularly with the help of USDA under
a special SARE program allowed U.S. farmers to increase efficiency of production (USDA
2004)
Canada identifies 20 classes of export wheat by quality, and every class has 3 to 5 grades
according to its narrow specifications. Such detailing allows satisfying the needs of different
buyers (CGC 2016).
Ukraine has become an important producer of food products from wheat for CIS market,
particularly through the attraction of investors with established brands in food manufacturing,
such as Kraft Foods, Nestle, Danone, PepsiCo. In addition, 99 percent of processors who
export food products to the EU have implemented HACCP (Сitech Ukraine 2016) (Baker
Tilly 2015).
Russia supplies wheat not only to traditional markets of MENA and EU, but recently attraction of the global traders opened markets of Latin America and South-East Asia, global
traders have also invested into infrastructure (FAOSTAT 2016).
Farmers in North Dakota diversify crops. From 1992 to 2016, they reduced area planted with
wheat from 4.7 to 3.2 million hectares, while area planted with corn increased from 400 to
1416 million hectares, soybeans, from 283 to 2387 million ha (Peterson 2016).

Source: Authors based on (Gereffi and Fernandez-Stark 2016)
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Opportunities for local companies to upgrade within the wheat GVC are affected by the
governance structure and standards. In wheat GVC, food manufacturers exert strong power. They
require compliance with high-quality standards, which costs more for small farmers than for larger
companies with economies of scale. Although the export-tied small growers may receive assistance for
market access and quality upgrading, their functional upgrading option remains limited because most
chain nodes are tightly controlled by a few large transnational producers (Lee, Gereffi et al. 2012).
However, as a chain where power is concentrated among global traders and food manufacturers, the
wheat GVC provides opportunities for local firms to upgrade through intermediaries, such as exporters.
Local and domestically owned exporters have a greater incentive to support small-scale production (Lee,
Gereffi et al. 2012). Moreover, as globalization has proceeded and markets become more integrated, it
has been of key importance for lead firms to react quickly to events affecting their raw material supplies,
processing facilities or markets (Memedovic and Shepherd 2009). This need for quick reaction forces
lead firms to stimulate upgrading of local companies through developing linkages to primary production
(backward integration) and marketing and distribution (forward integration).

4. Wheat Value Chain in Kazakhstan
4.1 Kazakhstan’s Participation in Wheat GVC
Kazakhstan produces soft spring wheat mainly in the northern and central regions of the country
yet production is volatile (Annex 3). It exports about half of the wheat harvested (USDA 2016). Due to
dry climate, the quality of Kazakh wheat used to be relatively high (Petrick, Oshakbaev et al. 2014). In
the case of favorable weather conditions, more than 70 percent of the harvest is qualified as of milling
quality. That resulted in the rise of milling segment and allowed Kazakhstan to become the second
largest exporter of wheat flour (UN Comtrade 2016). However, production volumes and quality of wheat
are volatile due to high dependence on weather conditions and underutilization of quality inputs and
agro-technologies. Yields heavily depend on rainfall, as irrigation is not common. As a result, production
and exports fluctuate greatly over time (USDA 2016). Production volatility makes Kazakhstan an
unreliable trading partner.
Due to volatility in wheat production and quality, Kazakhstan operates primarily as a backup
supplier on the global market. It is most active trading on cheap markets, such as Central Asian
countries.5 Kazakhstan participates in low-value segments, exporting raw wheat and products of primary
processing, such as flour and bran (Figure 5). Being a large exporter of wheat, Kazakhstan remains a
net importer of food products. Export of wheat-based products is insignificant in volume; though these
products get higher value (Annex 4, 5). The absence of access to sea and its remoteness from key markets
limits Kazakh exporters from gaining a bigger share in global export. Trade volume of Kazakhstan is
only around 1 billion U.S. dollars, meanwhile trade volumes of neighboring competitors—Russia and
Ukraine—are 4 billion U.S. dollars and 1.7 billion U.S. dollars, respectively (UN Comtrade 2016).

5

The number of destinations of Kazakh wheat export shrank from 32 in 2008 to 19 in 2013. The share of MENA countries in
Kazakh export has fallen from 32 percent in 2008 to just 13 percent in 2013, the share of EU countries, from 12 to 2 percent,
while the share of Central Asian countries has risen from 37 percent in 2008 to 54 percent in 2013. 2008 and 2013 were
non-hike and non-drop years in terms of harvest and export volumes. Wheat export of Kazakhstan in 2008 amounted to 4.9
million tons, and in 2013, 5.0 million tons (FAOSTAT).
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Figure 5. Per Unit Value in the Wheat GVC
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4.2. Institutional Context and Stakeholder Analysis
In Kazakhstan, the lead actors in the wheat GVC are large agroholdings and state-owned
corporations. It is heavily concentrated around agroholdings, which produce more than 50 percent of
Kazakh wheat (OECD 2013) (Figure 6). Around 10 agroholdings, such as Ivolga, KazExportAstyk,
AgrofirmaTNK, Alibi Holding and Atameken Agro, harvest 1 million hectares each. The primary
public actor, Food Contract Corporation (FCC), announces the target price of wheat, which misbalances
supply and demand. Thus, the FCC distorts market prices and prevents functional upgrading within the
chain. In addition, the FCC operates as a commercial trader, accumulating and exporting huge volumes
of wheat. Export of the FCC is not transparent. As a monopoly, it gets extra-profit and does not stimulate
farmers to comply with international standards of wheat quality (Box 2). Moreover, using priority access
to transport and storage infrastructures, the FCC discriminates private companies (OECD 2013). As a
result, integration and consolidation of firms are not common. Major trends for the wheat industry in
Kazakhstan include:
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•

Inputs production is lagging behind. Farmers have no incentives to increase wheat quality and
do not form the demand for quality inputs, particularly seeds. As a result, seed farming is not
developed, even taking into account input subsidies. Wheat quality is deteriorating (Annex 6).
For instance, in the Kostanay region the share of milling quality wheat has decreased from 89.9
percent in 2013 to 53.9 percent in 2015 (Suleimenov 2016).

•

In production, the share of small and medium enterprises (SMEs) is limited. They do not
cooperate or upgrade into other segments. Agroholdings do not develop backward or forward
linkages along the value chain. Sometimes they have storage and milling facilities in their
structure. However, mostly milling is presented by independent SMEs. - As a result, local traders
are active on the market because they play a role of intermediaries between separate segments of
the value chain.

•

Food manufacturing is not developed. Agroholdings usually do not have consumer brands.
Only the Tsesna holding has managed to consolidate in wheat production and processing
segments, and has come out with its own brand to the store shelves.

•

Due to high state involvement, the participation of industry associations and promotion agencies
in the wheat value chain is relatively small (OECD 2013).

The governance structure of the wheat GVC in Kazakhstan does not correspond with the global
trends. Globally, the wheat GVC is driven by large multinational traders and manufacturers, which
invest in infrastructural facilities; set quality and food safety standards; and thus, drive product, process
and functional upgrading of local companies. However, few multinationals 6 enter Kazakh market due to
price and quality disparity and concentration of power among large local actors.
Figure 6. Wheat Value Chain Actors
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Source: Authors based on field research and (OECD 2013)

6

Among traders Glencore, Nidera and Cargill operate in Kazakhstan. None of the global food manufacturers operate on
the local market, except Danone.
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Box 2. Standards and Certification in Kazakh Wheat Value Chain

Low involvement of international traders and food manufacturers results in poor introduction of wheat quality and food
safety standards in Kazakhstan. International standards of wheat quality, such as Federal Grain Inspection Service
(FGIS), International Association for Cereal Science and Technology (ICC), International Standard Organization (ISO)
and American Association of Cereal Chemists (AACC), differ significantly from GOST used in Kazakhstan (UNDP 2014).
For instance, importers from Europe, China and Iran set stricter standards for protein and gluten content, falling number,
harmful contaminants, grain unit and flour strength than does Kazakhstan. Importers do not allow contaminants, such
as oat grass, oxtongue, wormseed and grain damaged with chinch bug, while national Kazakh standards allow some
concentration of contaminants. National Kazakh standards do not require testing of GMOs, while Iran—a large consumer
of Kazakh wheat—recently does require such testing. Even Central Asian countries have set high-quality analysis and
restricted requirements for grain quality. National standards should be changed in order to meet the requirements of
importers, which dictate the conditions of supply (Baltic Control Kazakhstan 2016).
Aside from inappropriate standards set by the government, infrastructure and skills for provision of certification do not
meet importer requirements. For instance, there are about 50 varieties of different analyses on pesticides, and there is
no laboratory in Kazakhstan that provides these analyses (Baltic Control Kazakhstan 2016). Only 40 to 50 percent of
elevators certify wheat by international standards (Baltic Control Kazakhstan 2016). As a result, there are cases when
importer, after testing grain in-house, returns big supplies of grain back to Kazakh traders. Few institutions, engaged
in technical testing and quality analysis, have international accreditation in Kazakhstan. The most well-known of them,
Baltic Control Kazakhstan and SGS Kazakhstan, have international accreditation in inspection, verification, testing and
certification, but run just about 10 laboratories in Kazakhstan.
According to the WTO rules, food manufacturers in Kazakhstan are obliged to introduce international HACCP principles
of food safety. However, adoption of HACCP requires significant investments. As a result, today only 5 percent of food
producers in Kazakhstan have implemented HACCP (Balymbetova 2016). Currently, just exporters that try to access
European markets understand the benefits from HACCP implementation.

4.3. Challenges for Upgrading
High state involvement and inefficiencies in agricultural policies create key challenges for Kazakh
firms to upgrade and operate in higher-profit segments of the chain, according to industry actors
(Table 4). The government boosts market-distorting policies (OECD 2013), while decreasing the
volume and quality of support for private farmers and traders (Baltic Control Kazakhstan 2016). For
example, FCC’s control over wheat and bread prices, priority access to infrastructure and export bans7
are negatively offsetting the impact of subsidies on wheat farming. In addition, frequent changes in
policies create uncertainty for business. For example, frequent amendments to the Land Code reflects
inefficiency of policy implementation. 8 In addition, the government stimulates cooperation of producers
in order to increase the economy of scale. However, the law on cooperation does not comply with the Tax
Code, which prevented farmers from benefiting from suggested instruments.

The right to set an export ban on certain products is constituted in the National security law. Ban for wheat export has been
set in 2008 according to the government’s resolution on amendments to the Decree of the Government dated July 10, 2003,
N 681.
8
Amendments to the Land Code, adopted in November 2015, liberalized land use rights. Rent period has been expanded
from 10 to 25 years. However, moratorium adopted on May 6, 2016, removed the right of renting agricultural land by
foreigners and owning agricultural ownership by both foreigners and citizens of Kazakhstan.

7
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Table 4. State Policies in Kazakh Wheat Value Chain
Policy

Implementation

Inputs policies

-Subsidies for seed producers

Consumer price control
Promotion of wheat
production

- Bread price control
- Possibility of export ban for wheat
- Input subsidies
- Tax concessions
- Prolongation of loans
- Legal status of cooperatives
- Opportunity to use land as collateral
-Training to exporters and payments
for marketing

Promotion of cooperation
Export promotion

Constraints
Do not stimulate seed production due to low
demand.
Discourage farmers and traders from upgrading
to processing.
- SMEs have no access to inputs (land and
finance) and subsidies.9
- Frequent changes in legislation
Inconsistencies among laws
- Poor transport and rural infrastructure
- Administrative trade barriers

Source: Authors based on field research

Challenges for the upgrading of local firms within the value chain are market, workforce and
institutional driven.
•

High state involvement creates market misbalance. Price distortion and low private sector
development do not allow upgrading functionally because it does not attract international lead
firms. As a result, farmers do not target certain wheat quality according to consumers’ needs and
therefore do not adopt modern business practices: for example, utilization of quality inputs and
agro-technologies. In addition to market distortion, state policies contribute to underutilization of
inputs and agro-technologies, as policies do not effectively solve the problem of low funding for
business. According to one interview participant, interest rates are around 20 percent annually.

•

Poor workforce development results in the lack of skills in agronomy, agro-technologies and
food science. That constrains diversification of production and a switch into more sophisticated
products. As a result, opportunities to comply with the changing consumers’ requirements stay
limited.

•

Poor institutional development creates a range of challenges, which results in shrinking of export
destinations. For example, poor infrastructure, such as storage and drying facilities, rural roads,
railways and port’s capacities contribute a lot to business costs. In addition, many interviewers
mentioned high administrative barriers for exporters.

Kazakhstan has opportunities to upgrade within the wheat value chain but first must address
key constraints (Table 5). Kazakh producers can (1) increase efficiency of wheat production, and (2)
diversify into other high-value crops. Growing consumption in the region creates an opportunity to (3)
establish food manufacturing, and (4) enter the market of 2.6 billion U.S. dollars.10 Close proximity to
large markets, such as Russia, China and Iran, allows to compensate remoteness from key wheat markets
and to increase export of both raw wheat and food products.

9
10

According to interview
Authors based on UN Comtrade 2016
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Table 5. SWOT Analysis
•

Strength
Abundance of land

•

Labor availability

•

Competitive fertilizer production

•

Opportunities
Growing consumption of wheat and food products
in the region

•

Close proximity to large markets, i.e. Russia,
China, Iran

•

High profitability of oilseeds and other crops

•

Weaknesses
Market misbalance—low private sector
development,

•

Inefficient farm management, poor quality control

•

Lack of workforce skills

•

Poor institutions—insufficient investments in
hard and soft infrastructure, complicated export
procedures
Threats
High risks in Central Asian markets

•
•

Russia is growing to be major exporter of wheat and
can replace Kazakhstan from its markets.

5. Upgrading Trajectories for Kazakhstan
Upgrading allows nations to increase their participation in GVCs. In terms of the Kazakh wheat industry,
that means an increase in production efficiency, setting wheat-based food and industrial products’ manufacturing, enhancement of export destinations and crop diversification. This section provides recommendations to overcome the identified challenges to upgrading in the Kazakh wheat sector. Additionally, the
chapter examines best practices of other grain-producing countries in order to provide possible upgrading
trajectories for Kazakhstan.

5.1. Market Development
In contrast to the global trend of the liberalizing wheat industry, in Kazakhstan the FCC continues
to control local prices and exerts priority access to infrastructure. Thus, the FCC prevents functional
upgrading to higher value segments, such as greater processing and food manufacturing, and hinders
integration, consolidation and capital investments among private firms. In addition, a monopolized chain,
driven by agroholdings and the FCC, does not stimulate farmers to target wheat quality and comply
with international standards. Kazakh farmers sell crops of the given quality but do not market inputs for
other industries and ingredients that consumers need. Recommendations to remove the listed obstacles
for market development and to stimulate product, process and functional upgrading may include the
following steps:
•

Revise the role of the FCC in line with the global trends. This may include privatization of
the FCC through selling the majority stake to a strategic partner in exchange for investments in
infrastructure. It will allow attracting international lead traders and therefore promote investment
and integration within the chain. Privatization of Canadian Wheat Board (CWB) can be
considered as best practice (Box 3).

Box 3. Privatization of the Canadian Wheat Board
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The Canadian Wheat Board aimed to support farmers and wheat marketing. The CWB relied on the state budget
and extra-profits were transferred to farmers, while the government guaranteed to absorb losses (Parkinson 2007).
The financial crisis of 2007-09 reduced CWB funding at the same time that many infrastructure investment needs
became apparent. To address both issues, the CWB was privatized. G3 Global Grain Group (a joint venture between
Bunge and a subsidiary of Saudi Agricultural and Livestock Investment Company) privatized CWB in 2015 after four
years of preparations. G3 got 50.1 percent of CWB in exchange for an investment of US$250 million to improve grain
infrastructure. The other 49.9 percent is kept in a trust for farmers who deliver grain to G3. Farmers who deliver,
receive US$5 per ton. Today G3 invests in elevators, terminals and transportation facilities, and improves farmers
access to international customers. (Dorosh 2015, Puxley 2015).

Competition on the market will decrease the monopolistic power of agroholdings. That will stimulate
orientation of producers to consumers’ needs and therefore promote wheat quality improvements and
compliance with international standards.
•

Diversify into other crops of a certain quality and meet buyers’ standards. Farmers who
succeed will be able to increase their export to new markets, particularly to China, crops (Margin
2016, Peterson 2016). For instance, 50 percent of soybean imports comes to China from Brazil;
50 percent of wheat import are from Australia (UN Comtrade 2016). In Kazakhstan, wheat still is
planted on around 80 percent of total area under crops. At the same time, the profitability of some
crops is 3 to 4 times higher than the profitability of wheat (according to interviewees).

•

Promote quality control. One of the companies interviewed in Kazakhstan has adopted a
quality control system which reduced their operational costs and crops loss. For instance, earlier
calendar harvesting allowed the company to double the volume crop collection while reducing the
duration of harvest season. In addition, the company saved almost 300 thousand US dollars due
to optimization of elevator work. To promote adoption of a quality control system among farmers,
the government can launch a special program based on international practices to reduce crop loss
from late harvesting. For example, Japanese Top Runner program examines best practices of local
firms, issues voluntary standards and distributes them among other companies (Box 4).
Set tax incentives and subsidized interest rates for companies that implement quality
control. Japanese Top Runner program provides these stimuli for firms that show best quality
control systems and for firms that adopt these better practices.

•

Box 4. Top Runner Program

Japan spreads best local practices in the energy efficiency of manufacturing among all producers. Under the Top Runner
Program, a working group composed of industry and academic experts and local authorities examines best practices of
local companies, issues standards, distributes them among producers, and provides tax incentives and subsidized interest
rates for companies that adopt these standards (Kodaka 2008). After the introduction of Top Runner Program, there has
been a strong increase in energy efficiency. Each product category attained efficiency improvement that exceeds initial
expectations. For instance, energy efficiency of TV sets improved by 60.6 percent, instead of the expected 37 percent (in
2012 compared to 2008), lighting equipment—by 14.5 percent instead of expected 7.7 percent (in 2012 compared to 2006),
and refrigerators—by 43 percent instead of expected 21 percent (in 2010 compared to 2005) (Ministry of Economy 2015).

•

Harmonize local safety and quality standards for primary producers and corresponding
certification system with international requirements. Chile is a successful example of strong
collective attempts of government and the private sector to promote international certification.
They harmonized local certification system with international GAP system (ChileGap). Later this
allowed local producers to become fully GAP-certified (Box 5).

Box 5. Certification System in Chile Fruit and Vegetables Value Chain

Starting from the mid-1990s, when producers came under pressure with the introduction of new safety and quality
standards imposed by global buyers and SPS regulators in key markets, the government and private sector started
working together to proactively create Chile’s safety and quality standards. In 2003, the first ChileGap private GAP
certification program was created. It harmonized the most widely accepted requirements of the international market and
offered an opportunity for local exporters to implement GAP requirements. Moreover, export growth was facilitated by a
series of government-led economic changes that featured an export-oriented policy: reduced trade barriers, privatization
of state-owned firms and attraction of FDI. Industry associations (the Chilean Fresh Fruit Association) are actively
attracting buyers in key markets in the U.S. and EU, organizing product marketing visits and promoting events to invite
potential buyers (Gereffi, Fernandez-Stark et al. 2011)
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•

Provide support for food processors for certifications. Adoption of international food safety
standards is required for entering higher-value segments of the wheat value chain. The main
international standards for food manufacturers are HACCP and ISO 22000. Currently, only 5
percent of food manufacturers adopted HACCP in Kazakhstan (Balymbetova 2016). In contrast,
in Ukraine, 99 percent of processors who exports food products to the EU have implemented
HACCP (Сitech Ukraine 2016) (Baker Tilly 2015). In terms of policy support, India, under a
special program, reimburses 75 percent of costs for HACCP and ISO certification for SMEs
(Ministry of Micro Small and Medium Enterprises 2008).

•

Support utilization of quality inputs, particularly seeds. Many Kazakh farmers do not use
certified seeds, but utilize wheat grain for planting. Interviewees constitute that seeds’ price is
constantly rising, therefore reducing the availability of certified seeds for SMEs. Seed farms do
not cultivate or select, but simply replicate or reproduce seeds purchased mostly in Russia. While
Kazakh government subsidizes only seed farms, other grain-producing countries encourage
farmers to utilize certified seeds. In France, subsidies paid to encourage farmers to grow durum
wheat are only available for those buying certified seeds (Kastler 2005). China’s government
subsidizes not just seed farms, as in Kazakhstan, but also farmers who utilize certified seeds
(Gale 2013).

5.2. Workforce Development
Investments in workforce development are required in order to improve productivity, meet
standards and align skills with demand needs. Today, there is a lack of qualified workforce in
agriculture in Kazakhstan. Agronomists, agro-technologists, and cereal production and processing
engineers are in deficit (Tengrinews 2016). Moreover, there is no specialty of agricultural economics in
Kazakh agricultural universities. However, this specialty is highly demanded on the world labor market
that constrains opportunities of producers to comply with consumers’ requirements. More competitive
market conditions will allow for functional upgrading but require the implementation of modern business
practices and adoption of international standards by agricultural producers. Recommendations on
workforce development may include the following steps:
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•

Set education and certification programs that address market needs, covering all segments
of the value chain. For example, Chile National Labor Skills Certification System offers an
interesting example of how the horticultural sector can benefit from improving the skills of the
temporary workforce. This system involves both public and private stakeholders from 15 different
industries. Skills standards have been transferred to vocational training institutions to refine their
curricula. At the same time, the workers that have not passed the evaluation are offered training
courses to fill the skills gaps and later receive the certification of skills diploma. Certification
is carried out by ChileCalifica, a publicly funded joint initiative of the Ministries of Economy,
Education, Labor and Social Security. This system has identified the skill profiles required for
jobs performed in the horticulture production, packing, cold storage and processing stages of
the fruit and vegetables value chain. For example, in the production stage, a diploma is granted
to a person that manages the GAP program in the farm; in the packing plant, a person that has
the skills to pack the fruit in a box will receive a certificate; and in the processing stage, there is
a certification of skills for the workers that can pit the fruit or operate the machine to seal cans
(Gereffi, Fernandez-Stark et al. 2011).

•

Establish educational programs in top universities, such as Nazarbayev University, and
spread best practice throughout the country. Formal education programs are essential for
key positions. Increased collaboration between educational institutions and private sector firms
is important to ensure that the education programs meet the needs of the industry (Gereffi,
Fernandez-Stark et al. 2011). It allows establishing innovative programs and R&Ds in advanced

fields, such as agricultural economics, food science and life science. For instance, Canada has
innovative programs in several top universities, which have high ranks in world ratings of
agricultural universities. The university of British Columbia is one of them (US News 2016).
It provides education in agricultural economics, food science, and plant and food science. In
China, China Agricultural University provides education in agricultural economics, agronomy,
crop genetics and breeding, seed science, food science, and nutritional engineering. It has been
criticized for creating a gap between Western-industrialization oriented structure of the university
and the realities of rural development in China (Wang 2015). However, those flagship universities
are able to integrate with the global science, understand the future trends in agriculture and spread
best practices throughout the country.

5.3 Institutional Development
Kazakhstan must undertake several institutional reforms to increase competitiveness in the wheat
GVC. The largest markets for wheat and other crops are located relatively far from Kazakhstan. Most
of the country is land locked making transportation costs expensive. Moreover, poor road and rural
infrastructure creates an additional barrier for upgrading. Trade bottlenecks exist in partnering markets,
particularly in Central Asian countries and China. Interviewers argue that Kazakh authorities are failing
in negotiating fair trade agreements. In addition, VAT refund has become a serious obstacle for exporters.
Enterprises cannot get VAT refund from the budget for years which then add the export price of wheat
making it less competitive in international markets. Today the number of wheat export destinations is
shrinking. Kazakh wheat export flows have shifted from MENA and Europe to more volatile Central
Asian markets.
Institutional reforms allow for the attraction of leading international traders and food
manufacturers. That will increase the involvement of Kazakh producers in the GVC through building
hard and soft infrastructure. For instance, the Russian government welcomed lead international traders
and food manufacturers to the local market. These firms contributed a lot to the development of storage
facilities, transport and rural infrastructure, as well as processing capacities. In addition, the Russian
government attempts to simplify administrative barriers for exporters of processed food within anti-crisis
measures (Box 6).
Box 6. Hard and Soft Infrastructure in Russian Wheat Industry

Today, Russia successfully addresses infrastructural and trade bottlenecks. Over the past years, the number of export
destinations of Russia has increased. Today, the country supplies wheat and other crops not only to traditional MENA
and to EU markets, but, recently, to South-East Asia and Latin America. The major reason for the success on the
global market is the attraction of global traders. Similar to Kazakhstan, a lack of investment in infrastructure and little
competition challenged upgrading. To tackle this, the Russian government welcomed foreign investments. Major traders,
including Glencore and Cargill, have bought stakes in Russian grain terminals at the Black Sea deep-water ports (Devitt
and McFarlane 2014). Overall, ABCDs and new international traders, such as Olam, have invested billions of dollars in
grain infrastructure in Russia, such as grain terminals and storage facilities. Global commodity traders are also investing
in processing facilities in Russia, such as animal feed, starch, gluten, seed oils and meat (Cargill 2016) (Cargill 2016)
(Olam-Outspan 2016) (Vestifinance 2015).
VAT refund was mentioned as a serious problem for Kazakh producers during the interviews. This is a systemic
institutional problem for many countries. However, while Kazakh authorities are searching for the way to protect
the budget from an unproved refund, Russia simplifies the VAT refund for food manufacturers as a part of anti-crisis
measures (Garant 2016) (Papchenkova 2015).
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5.4. Policy Recommendations
Based on the analysis of best world practices, it is possible to formulate recommendations for three group
of actors—the government, industry associations and business (Figure 7). First, the state should align
policy with market dynamics in the grain industry. The role of the FCC today should be revised in line with
the global trend of liberalizing the industry. One of the options is to sell the share to a strategic partner in
exchange for investments to infrastructure, as it was successfully made in Canada. Second, the government
should support higher value activities, such as production and utilization of inputs, food manufacturing (for
instance, providing subsidies for certifications) and export (for instance, simplifying VAT refund). Third,
the government can establish education and certification programs that address market needs. Special
educational programs can be established in top agrarian universities, or even in Nazarbayev University, and
then best practice can be spread throughout the country. Industry associations should analyze and advise
firms on market shifts and opportunities, and identify and communicate best business practices. It can be
made through a special program, examining firms’ best practices, issuing voluntary standards and distributing
them among farmers. Under this program, tax incentives and subsidized interest rates could be provided to
the best-running companies and firms that adopt better practices. Finally, associations should promote the
implementation of standards in processing. The government here can provide subsidies for implementation
of these standards. Private sector firms and traders should analyze market shifts in consumption to address
demand. It means selling grain as an ingredient to other industries, but not as a commodity itself. Second,
Kazakh firms should invest in higher value processing to meet growing domestic and regional demand.
Finally, international standards should be adopted in the processing to meet the needs of consumers abroad
and to enter new markets.
Figure 7. Policy Recommendations by Actor

GOVERNMENT

•Liberalize the grain sector.
•Support higher value activities.
•Establish education and certification programs.

INDUSTRY
ASSOCIATIONS

•Distribute best business practices.
•Analyze and advise firms on market opportunities.
•Promote implementation of standards in processing.

BUSINESS

Source: Authors
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•Target grain quality.
•Invest in higher value processing.
•Adopt standards in processing.

6. Conclusion
Our research on the GVC shows that the global wheat market is undergoing significant transformation.
The demand is rapidly growing in Asian countries and in the MENA region due to people’s income
growth and Westernization of a diet. At the same time, new suppliers emerge in the Black Sea region.
Supply shifts are largely driven by large multinational firms, which acquired new opportunities due to
liberalization in grain-producing countries. Today, international traders, food processors and retailers
exert market power through economies of scale and standards setting.
Kazakhstan is limited to the lower-value segments of the wheat chain while export to volatile end
markets. In contrast to the global trends, the wheat industry in Kazakhstan is monopolized by
agroholdings and the state wheat board, which controls local prices and exerts priority access to
infrastructure. Price distortion and low private-sector development do not allow upgrading functionally,
e.g. through the attraction of international lead firms. The current organization of the chain in
Kazakhstan does not stimulate farmers to target wheat quality and comply with international standards.
Analysis shows that Kazakhstan can launch process, product and functional modernization, as well
as chain upgrading and end-market upgrading. In terms of the Kazakh wheat industry, that means an
increase in production efficiency, setting wheat-based food and industrial products’ manufacturing,
enhancement of export destinations and crop diversification. Upgrading requires overcoming challenges
in the market, workforce and institutional drivers that impact the chain. Policy recommendations for
upgrading include liberalization of the industry, which may include selling the share of the state to a
strategic partner in exchange for investments to infrastructure, as it was successfully made in Canada.
Another important step for upgrading is the provision of support to higher value activities, such as
production and utilization of inputs, food manufacturing and export, as well as establishing education
and certification programs that address global market needs. Finally, upgrading requires distribution
of best business practices and implementation of standards that could be promoted through industry
associations. Developing the private sector to better understand market shifts and invest in higher value
processing can improve the role that Kazakhstan plays in wheat markets. These measures can allow
Kazakhstan to participate in high-value activities, enhance agricultural production and to contribute to
the diversification of the national economy.
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Annex 1. Definition Of Distorting And Less Distorting Market Support

Distorting Market Support

1

Payments based on commodity output
(Transfers from taxpayers to agricultural producers from policy measures based on current output
of a specific agricultural commodity):
• Market price support (transfers from consumers
and taxpayers to agricultural producers from policy measures that create a gap between domestic
market prices and border prices of a specific
agricultural commodity, measured at the farm
gate level)

2

• Payments based on output (Transfers from
taxpayers to agricultural producers from policy
measures based on current output of a specific
agricultural commodity.)
Payments based on input use:
• Based on variable input use (that reduces the
on-farm cost of a specific variable input or a mix
of variable inputs.)
• Based on fixed capital formation (that reduce
the on-farm investment cost of farm buildings,
equipment, plantations, irrigation, drainage and
soil improvements.)
• Based on on-farm services (that reduce the cost
of technical, accounting, commercial, sanitary
and phytosanitary (SPS) assistance and training
provided to individual farmers.)

Source: (OECD 2015)
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Less Distorting Market Support
Payments based on non-commodity criteria

• Based on long-term resource retirement (Transfers for
the long-term retirement of factors of production from
commodity production. The payments in this subcategory are distinguished from those requiring short-term
resource retirement, which are based on commodity
production criteria.)
• Based on specific non-commodity output (Transfers for
the use of farm resources to produce specific non-commodity outputs of goods and services, which are not
required by regulations.)
• Based on other non-commodity criteria (provided
equally to all farmers, such as a flat rate or lump sum
payment.)

Annex 2. Global Policies, Goals, and Instruments
Countries

Goals

Instruments
Developed countries

U.S.

EU
(France,
Germany)

Canada

Australia

• Farmers support
• Beginning farmers support

• Grain loans adjusted annually
• Loan rates changes due to location, quality, etc.
• Direct income payments: price loss coverage (PLC)
• Agriculture risk coverage (ARC)
• Training, education, outreach, technical assistance to beginning
farmers and ranchers
• Farmers support
• Per hectare payments
• Greening
• Guaranteed prices for major commodities
• Cultivation of targeted
• Per ton payments using certified seeds of selected durum to meet
crop (durum)
the quality requirements of semolina and pasta production
• Trade promotion
• Direct payments if 5 percent of arable land is managed and established in a way that safeguards and promotes biodiversity.
• Improve infrastructure and • Canada introduced minimum grain volume that the railway comlogistics
panies were required to move for a specific period of time.
• Farmers support
• Producer compensation fund (protect producers in the event that
• State control of quality of
a licensee fails to pay for grain deliveries)
wheat supply in elevators
• CGC (Canadian Grain Commission) control quality of wheat in
elevators
• Farmer support
• Farmer-specific income support payment for those experiencing
• Drought relief
financial hardship regardless of reason
• Trade promotion
• Loans with low interest rate
• Cooperation
• Assistance programs that reduce regulatory compliance costs
• Stimulus for cooperation for farmers
Developing Countries

Russia

• Minimum wheat price
• Trade promotion
• Farmers support

• Fixed bread price
• Export restrictions
• Per hectare payments
• Concessional credits
• Subsidies for inputs (to seeds producers)
• Agreement with seeds producers on 30 percent cut of export
price
• Fifty percent insurance premium subsidy for insurance of catastrophic crop risks
• Tax preferences—0 income tax rate, exemptions from property
tax and VAT

Ukraine

• Minimum wheat price
• Small farmers support
• Trade promotion

Brazil

• Small farmers support
• Improve infrastructure
• Better cultivation practices
• Trade promotion

• Fixing bread price
• Increase railway tariff for grain export
• Per hectare payments
• Five-year interest free loans for family farms
• Input subsidies (to seeds producers, for using fertilizers, for
leasing)
• Single tax (percent of value of land) replaces profit tax, land tax
and water use
• Simplify administrative burden—remove quarantine certification,
shorten the time for export control.
• Minimum guaranteed wheat price (not fixed bread price, but
supports farmers)
• Subsidized credit
• Debt rescheduling
• Various insurance programs that compensate 40 to 100 percent of
insurance premium or losses due to national disasters
• Subsidized interest rates to storage capacities
• Extensions to railway network to link grain regions and ports
• Higher prices for nontraditional growing regions, credits for
planting on unproductive and degraded soils
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Countries

Goals

Instruments

Turkey

• Small farmers support
• Better cultivation practices
• Cultivation of targeted
crop (maize)
• Rural development
• Trade promotion
• Cooperation

• Minimum guaranteed wheat price (not fixed bread price, but
supports farmers)
• Per ha payments for forage, organic farming, certified seeds,
fertilizers, fuel
• Each farmer registered in National Farmer Registration System
receives diesel payment (US$20 per ha), fertilizer payment
(US$25 per ha)
• Concessional loans with 25 to 100 percent subsidy rate
• Insurance support scheme
• Small farmers are exempted from income tax .
• Ten percent increase in premium price for using of certified
seeds
• Export subsidies in the form of deductions to payments of taxes
• Stimuli for cooperation of farmers

Kazakhstan

• Minimum wheat price
• Farmers support
• Cooperation

• Obligation of farmers to deliver wheat at a certain price
• Increase of export duties
• Subsidies for fertilizers and fuel
• Concessional credits
• Tax concessions
• Stimuli for cooperation of farmers

Source: Authors based on (OECD 2015) (FAO 2005)
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Annex 3. Kazakhstan’s Wheat Producing Regions
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Source: Statistics Committee RK, Ministry of Agriculture RK



Source: Committee of Kazakhstan on Statistics, Ministry of Agriculture of Kazakhstan
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Annex 4. Kazakhstan’s Trade Flows Of Wheat And Wheat Products, 2011




WHEAT

FLOUR and BRAN


STARCH


FOOD

GLUTEN

thousand tons

BAKED FOOD

Durum (7,87%)
CA 25,3% PK 16,4%
FR 17,4% MX ,1%
KZ 0,62%
Non Durum (92,13%)
US 23,2% FR 13%
AU 14% RU 10,9%
KZ 2,03%

150 436

Wheat /meslin
flour (62%)
TR 14,6% ZA 7,5%
KZ 14%
AR 6,8%
PK 9,1%
DE 4,5%
Bran (20%)
US 12,6% RU 6,4%
DE 9,5% FR 5,6%
ID 8,1% BE 3,2%
UA 6,5% KZ 2,09%

21 987
16 691

131 227
Durum (22,48%)
EG 33,2% IT 7,7%
YE 9,1% DZ 6,5%
Non Durum (77,52%)
JP 5,9% IT 5%
BR 5,6% TR 4,7%
ID 5,5% KR 4,6%
DZ 5,5% NL 4,2%


WHEAT
Durum (9,33%)
CA 25,1% PK 14,2%
FR 20,3% MX 6,7%
KZ 0,61%
Non Durum (90,67%)
US 25,39% FR 13,6%
AU 14,4%
CA 10,8%
KZ 1,4%

41 392

Wheat /meslin
flour (49%)
BR 8,7% WS 5,3%
AF 8,4% MY 2,9%
ID 8,4% TH 2,7%
NL 7,2% BE 2,5%

Non Durum (78,04%)
NG 9% BR 4,8%
JP 6,8% IT 4,6%
ID 5,8% KR 4,3%
DZ 5,2%

DE 15,8%
AU 7,5%

Gluten
FR 20,4%
NL 20,1%

9 725
Prep. foods by swell.
or roast. of cereals or
cereal prod. (15%)
US 10,9% IT 4,3%
CA 9%
BE 3,6%
FR 6,8% NL 3,5%
UK 6,3% IE 2,5%
ES 5%
KZ 0,17%

FR 8%
BE 7,9%
PL 7,2%

Mixes and doughs
for bread, pastry,
biscuits, etc. (15%)
US 11,3% UK 6,6%
CA 10,4% FR 5,4%
DE 9,4%
IT 4,7%

AU 17,2%
DE 13,4%

Bread, pastry, cakes,
biscuits and other bakers'
wares. (92,8%)
DE 16,4% BE 8%
FR 8,5%
CA 5,3%
US 8,2% NL 4,6%
IT 8%
UK 3,7%

5 550

658
952

8 484


FLOUR and BRAN

5 527

Gluten
NL 26,4% FR 4,6%
US 21,1% UK 4%
NO 9,3% GR 2,5%
BE 6,8%
DE 2,3%

Uncooked pasta, not
stuffed
No eggs (32%)
DE 12,3% JP 6,2%
US 11,6% UK 4,4%
FR 10,4
CA 3,4%

Bran (6,8%)
DE 11,8% UA 5,9%
ID 9%
FR 5,6%
US 6,8% NL 4%
RU 6,3% KZ 0,94%

Wheat /meslin
flour (36,7%)
BR 8,4% AF 6,1%
ID 7,8% US 3,2%
NL 7%
MY 3,1%
HK 3%
Bran (9,7%)
TR 10,4% EG 6,3%
VN 9,3% KR 5,8%
BE 7,2% MA 5%
NL 6,6%




STARCH

Wheat /meslin
flour (48,7%)
TR 16,3% PK 6,5%
KZ 10,1% FR 5,4%
AR 7,1%
DE 5,2%

Source: Authors based on (UN Comtrade 2016)
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Uncooked pasta,
not stuffed No
eggs (33%)
IT 49,1% TN 3%
TR 10,6

454
627
Starch
DE 21,9%
UK 12,7%
NL 11,9%

Mixes and doughs
for bread, pastry,
biscuits, etc. (15%)
US 20% CA 9,6%
FR 13,5% BE 7,1%
DE 13% UK 4,6%

Bread, pastry, cakes,
biscuits and other bakers'
wares. (92,9%)
US 10,6%
NL 5,3%
UK 9%
CA 4,9%
DE 7,9%
BE 4,4%
FR 7%
KZ 0,39%

EXPORT
IMPORT

6 414

Durum (21,96%)
EG 29,8% IT 8,4%
DZ 8,2%
YE 9%

Starch
LT 23,5%
FR 20%

Bran (26%)
VN 12,4% KR 5,5%
TR 10,5% EG 5%
NL 7%
MA 4,8%
BE 6%

7 889

48 808

Prep. foods by swell.
or roast. of cereals
or cereal prod. (15%)
DE 12,2% FR 8%
US 10,6% MX 6,3%
UK 9,2%
IT 6%

FOOD

Infant foods of cereals,
flour, starch or milk.
(25%)
NL 20,6% SG 8,1%
IE 15,5% DE 6%
FR 11,3%

Starch
FR 21,8%
LT 21%

DE 16,1%
AU 7,2%

309
397

Starch
DE 22,6%
NL 12,2%
UK 12%

FR 9%
PL 8%
BE 7%

GLUTEN

Prep. foods by swell.
or roast. of cereals or
cereal prod. (19%)
DE 14,1% US 9,3%
UK 12,9% MX 6,2%
FR 11,5% PL 5,5%

Uncooked pasta, not
stuffed No eggs (17%)
IT 51,7% US 3,5%
TR 6,5% KZ 0,12%

22 136

DE 14,9%
NL 12,3%

905
1 175

24 063
Stuffed pasta (21%)
NG 75,4% FR 3%
DE 4%
UK 2,6%
Infant foods of
cereals, flour, starch
or milk. (22%)
CH 16,1% MY 3,1%
SA 8,3%
VE 3,1%
UK 6,8% ES 2,7%
RU 4%
KZ 0,63%

Gluten
FR 22,5%
AU 20,5%

Prep. foods by
swell. or roast. of
cereals or cereal
prod. (16%)
US 9,8% ES 4,8%
IT 9,1% DE 4,1%
CA 7,2% IE 3,9%
FR 6,6% BE 3,5%
UK 6,1%

Gluten
US 25,6% FR 6%
NO 10,7% UK 5,7%
NL 9,6%
JP 3,8%
BE 8,1%
GR 2,7%

million dollars

BAKED FOOD

Bread, pastry, cakes,
biscuits and other bakers'
wares. (92,6%)
DE 16,5% IT 5,4%
FR 8,9%
CA 4,8%
US 8,1%
UK 3,8%
BE 6,8%
NL 3,8%

16 518
16 109
Bread, pastry, cakes,
biscuits and other bakers'
wares. (92,9%)
US 11,3%
CA 5,6%
UK 9,7%
BE 4,4%
DE 8,2%
NL 4,1%
FR 7,2%
KZ 0,36%

EXPORT
IMPORT

Annex 5. Unit Value of Exported Wheat Products, (US$/MT)



 



 



   



  







    



    



 




 



  



 




  



 


 



 



   
   



  



      




  
   


  










 

 




 







   
  






















Source: Authors based on UN Comtrade 2016
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Annex 6. Quality of Exported Kazakh Wheat
SEASON/
INDICATORS
Natural weight,
gram per liter
Gluten, %
Protein, %
Contaminants

2012-2013

2013-2014

2014-2015

2015-2016

2016-2017

780-800

760-780

750-760

720-740

680-740

26-28%
13-14%

25-26%
12.5-13.5%

24-25%
12-13%

22-24%
12-13%

18-22%
11.5-12%

no

Source: Authors based on UN Comtrade 2016
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Allowed in
GOST, not
allowed in
importing
countries

Allowed in
GOST, not
allowed in
importing
countries

Allowed in GOST,
not allowed in importing countries

Allowed in
GOST, not
allowed in
importing
countries
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