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Abstract:

Purpose: The article considers the development of integration processes in the production
and processing of agricultural products.

Design/Methodology/Approach: The competitive development of regional economic
complexes requires identifying and implementing new, more efficient forms of production
and business activities.

Findings: The development of integration processes in agriculture and processing industry
is an important condition affecting the efficiency of economic entities, as well as their
organizational, economic and financial sustainability.

Practical implications: The authors suggest an organizational-economic project of the
regional integration structure.

Originality/Value: One of the most popular methods for solving the problem of further
development of diversified agricultural enterprises is the integration of manufacturers that
allows combining the entire reproduction cycle into a single process — starting with the
production of raw materials and ending with the release of high-quality products intended
for final consumption.
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1. Introduction

Agro-industrial integration is an organic association and an effective tool for the
functioning of specialized agricultural, industrial and processing enterprises in
order to produce final products from agricultural raw materials and achieve the
economic benefits of its participants. Due to the mutual material interest of the
participants, the agrarian integration became particularly relevant and significant in
the second half of the twentieth century, when various organizational forms of
integration began to emerge in the form of regional agro-industrial associations,
concerns, and agrofirms, based mainly on the administrative method of managing
the relations between the participants. The term "agro-industrial integration" was
introduced in the 1960-ies as the highest form of integration processes in
agriculture (Pinkevich, 2010).

The consequences of the 1998 crisis stimulated a new stage in the creation and
development of cooperatives and integrated business structures in the Russian
agribusiness. On the one hand, the market cleared for domestic producers, as food
imports became unprofitable. On the other hand, the non-payment problems,
backward infrastructure, and depreciation of fixed assets promoted investment only
in commaodity sectors. This created a threat of redirecting production to the more
profitable types of non-agricultural activities (Antonov and Ivanova, 2015; Malykh
and Gunter, 2016; Jafarpour et al., 2017; Rogatchev and Kuznetsova, 2019).

Russia's accession to the World Trade Organization in 2011, the liberalization of
the foreign trade sphere, changes in the geopolitical situation and Russia's role in
globalization necessitated fundamental changes in the domestic agricultural sector.
Political events in Ukraine in 2014 and the subsequent trade and economic
blockade imposed on Russia by foreign countries resulted in more stringent
business conditions for most many Russian companies. The level of state support
and investment activity of the market participants decreased, the average
profitability in agriculture fell below 10%. At the same time, the costs of
agricultural producers associated with seasonal field works and implementation of
investment projects have increased by approximately 1.5 times (Plakhina, 2016;
Poltarykhin et al., 2018; Voronkova et al., 2018).

2. Methods

In the beginning of the last century, the economist Joseph Schumpeter thought that
progress in the production of goods is possible only for major subjects of the
economic process capable of concentrating a large team of scientists, specialists
and developers of new technologies. In his opinion, this superiority will allow
major monopolistic companies to force out weaker competitors and the share of
small business will decline with the increasing rates of scientific-technical
progress.The presented study is based on the study of modern achievements in the
field of agro-industrial integration, the development of organizational-economic
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relations between the participants of the integration process. The objectives of this
study are ensured using critical analysis of literary sources, general scientific
methods — systematic approach, analogy methods, abstract, logical, monographic,
statistical and economic methods. Systematic approach served as the
methodological basis, which allowed ensuring the comprehensiveness and targeting
of the study.

3. Results

The primary objectives of integrating agricultural enterprises operating in market
conditions are as follows:

- strengthening mutually beneficial economic relations between the subjects of the
integration process to increase the effectiveness of the result;

- concentration of all types of resources in the most promising areas;

- using the most optimal payment clearing system,

- improving the quality and competitiveness of products in the domestic and
foreign markets,

- reduction of transaction costs,

- more efficient use of production and social infrastructure,

- ensuring a stable position in the market,

- profitability of production-economic activities from a strategic perspective
(Shindina, 2017; Sycheva et al., 2017).

Based on these objectives, the agro-industrial integration solves the following
objectives: accumulation of financial resources in priority areas of the agriculture
development and its service sector, improving the financial conditions of
agricultural enterprises, expanding opportunities to promote agricultural products
to interregional markets, overcoming local monopolism and forcing out
intermediaries from the turnover, employment growth and improving the material
lives of the rural population.

Under such features of agriculture as production seasonality (Borvinskaya et al.,
2016), impossibility of long-term storage of products, the risk and unpredictability
of production results due to the influence of natural and climatic conditions (Nikulin
and Epifancev, 2017; Kazantsev and Kochneva, 2017; Kochneva and Kazantsev, 2017;
Nikulin and Nikulina, 2017), technical backwardness of the industry, high equipment
wear, limited financing sources and investment riskiness, poorly developed market
infrastructure in rural areas are the main reasons for agro-industrial integration.
Agriculture has a lower investment rating compared to processing and
infrastructure sectors (Agafonova, 2015; Khaibullina, 2016; Agibalov and
Orekhov, 2013). At the same time, both the government and agribusiness
representatives clearly understand that import substitution in agricultural
production is not just the policy of national producer support, but also a strategy for
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ensuring food security of Russia, a guarantee of social and economic stability and
sustainable development of the country's agrarian regions.

The development of integration processes in agriculture and processing industry is
an important condition affecting the efficiency of economic entities, as well as their
organizational, economic and financial sustainability. Currently, the formation and
development of integrated structures in the domestic agribusiness have all the
prerequisites for further globalization and concentration of production. The authors
of this study suggested and substantiated a draft of regional integration structure in
agribusiness (Figure 1).

Figure 1. The draft of regional integration structure in agribusiness
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The proposed model of regional integration structure in agribusiness includes the
following key sectors: production and processing, supply, transport and logistics,
service, marketing sectors. This allows determining an effective chain "production-
processing-marketing of agricultural products”. To improve the efficiency of
management and development of additional activities of the regional integration
structure, the authors allocated the following sectors: management, coordination,
finance, personnel, innovation, science and education. The draft structure proposed
the creation of a laboratory-certification sector, as well as the tourism-recreation
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and cultural-educational sectors, which is especially important for agrarian regions
with potential in the field of cultural and health tourism (Agamirova et al., 2017).
The process of formation and development of integrated agricultural structures has
the following prerequisites and conditions (Dankova et al., 2016; Ilyin, 2012):

- the need to use the traditional experience of agriculture and the country's
agricultural production system, primarily the experience of collective and state
farms during the existence of the Soviet Union;

- comprehensive analysis of the organizational-economic conditions for the
development of integration processes in agriculture regarding identifying trends in
the development of the economy as a whole;

- formation of specific mechanisms and procedures for the implementation of
integration processes — creation and support of economic conditions at all levels
and stages of development of agro-industrial integration, including various
organizational and legal forms of management;

- developing a regulatory framework for the legal, financial, credit, price and tax
regulation of the integration processes.

Having considered the prerequisites, conditions and factors for the formation and
development of integrated agricultural structures, it can be argued that, first, the
agro-industrial integration plays a significant role in socio-economic development.
Secondly, new types, forms and methods of economic activity are developing and
forming in changing conditions (Lvov and Aleksandrova, 2016). Finally, for some
business entities, the integration process is the only way to retain market positions
in the overall market globalization.

Based on the objective nature of deepening social labor division in agriculture and,
accordingly, the need to strengthen economic relations, the agribusiness integration
is primarily reduced to improving their management efficiency achieved through:

- increasing the scale of production;

- connecting separate stages of one process;

- formation of a complete production cycle, processing, and sales of high-quality
agricultural products.

To achieve the objective, agribusiness subjects seek to minimize transaction costs
by creating a specific organization. At the same time, when creating a specific
institutional and legal form of agro-industrial formation, its participants set
themselves various economic, technological (Dashko and Kotiukov, 2017; Lange and
Lebedeva, 2019) and organizational tasks. Coordination of management activities
within individual enterprises and organizations allows for the consistent
implementation of these tasks (Amirova et al., 2018; Lanfranchi et al., 2014).
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Thus, agro-industrial integration is an economically sound and promising form of
combining business efforts and resources of enterprises in various industries based
on concentration of production, combination of successive stages of processing
agricultural raw materials, creating an effective marketing and logistics structure
(that allows minimizing transaction costs of production), processing and marketing
of finished products. Organizational-economic relations as components of the
economic mechanism in integrated formations form a multidimensional structure of
the following components:

- organizational structure of interaction. The recent experience suggests that
preservation of highly specialized production and improvement of its efficiency are
impossible without the formation of a single economic space by creating various
organizational forms. Those forms regulate and coordinate the activities of separate
production units. An integrated system should ensure the organizational unity of
the entire technological process of food production.

- economic foundations of integrated formations. The analysis of disintegration
processes in agriculture showed that the main factor of their development was
incorrect privatization of enterprises. As a result, the unified technological systems
were divided into separate independent enterprises. Their activity is subject to
fulfillment of their own interests, which do not coincide with the interests of all
participants in the technological process, and sometimes directly oppose those
interests.

4, Conclusion

Based on the study of theoretical aspects of organizational-economic relations, the
authors revealed that their purpose in integrated agro-industrial formations is to
create and regulate the organizational structure and economic relations of
integration participants on mutually beneficial conditions to substantiate the socio-
economic effect of integrated formations.

Considering the above, the main organizational-economic mechanism of agro-
industrial integration is a simultaneous functioning of all its elements and levers:
forms and methods of operations management, economic incentives, production
organization forms, legal mechanism. For this purpose, it is necessary to adopt
several regulatory documents on the implementation of separate economic levers in
terms of agricultural production planning, standardization and product quality,
regulation of price relations, changes in lending, subsidies, insurance, taxation and
other elements that reflect the features of agricultural production functioning.

Thus, the creation of agro-industrial formations is an important element
contributing to the adaptation of the market participants. When creating favorable
conditions, such organizations may have large scales of production; accumulate
enough property, labor and financial resources; create new jobs, use raw and other
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materials more efficiently, maintain a high level of product quality, rapidly
implement the results of scientific-technical progress in production.
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