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Abstract. This article presents the author's view on the integration strategy for
the development of tax mechanisms in agriculture. The importance and
necessity of developing such a tax mechanism are updated, and arguments in
favor of such a development strategy are presented. The authors proposed a new
scientific term that characterizes the process of harmonization of tax regulation
mechanisms in related sectors of the economy. The ways and directions of such
harmonization within the agricultural and agro-industrial sector of the Russian
economy as a whole are proposed. The analysis of the current state of the tax
environment for Russian agricultural producers has been carried out, and the
main factors for strengthening and reducing the growth rate of the agricultural
sector have been identified. Based on the results of the study, the author gives
an opinion on the current state of the tax environment in relation to agriculture.

1 Introduction

In the complex of state measures aimed at maintaining the sustainable development of the
agricultural sector, the leading place is given to improving the tax system. The modern tax
policy of Russia does not place the agricultural sector on a par with other types of economic
activity. Therefore, the agricultural producer in relation to the state is in a preferential position,
which is manifested in the fact that the producer has the right to apply a special tax regime.
Regulation of agriculture within the framework of General tax legislation is not possible, which
is primarily due to the fact that farms do not have a sufficient level of profitability to pay a
significant number of taxes. Thus, the need to use a special regime in the agricultural taxation
system is caused by objective reasons.

The need to reform the system of state tax regulation of agriculture indicates the need for a
qualitative review of the role of tax instruments in the process of stimulating the development
of the agricultural industry and eliminating the barriers that arise in the process of its inter-
sectoral integration. When conducting tax policy aimed at cross-sectoral integration in the
agricultural sector of the economy, the close relationship between the types of economic
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activities, as well as related industries of the processing and service sectors of the economy
should be taken into account. The integration process as a form of business Association of a
number of agricultural enterprises within the horizontal and vertical relationship in financial and
economic relations is one of the strategic goals in the development of tax regulation
mechanisms. No doubt that tax mechanisms should be oriented towards promoting integration
processes in agriculture and agriculture.

The creation of an integration strategy for the development of the system and mechanisms
of tax regulation should be accompanied by studies of existing integration entities, assessment
and study of their institutional environment, an important element of which is the current tax
system.

As part of the reform of the system of tax regulation of the agricultural industry, aimed at
the development of integration processes, we suggest using the term "intra-industry fiscal
integration".

Intra-industry fiscal integration is a process of harmonization of taxation mechanisms in
individual and related sectors of the national economy to prevent the emergence of any financial
and administrative barriers in the process of their interaction.

The importance of intra-industry fiscal integration lies in the fact that most of the GDP
created by the industry is redistributed through the tax system, and the success of the tax
regulation process itself will depend on how effectively this process is established[1].

2 Materials and methods

The effect of intraindustrial fiscal integration on agriculture and the agricultural sector as a
whole should be expressed:

1. in reducing prices for products produced by the national producer by optimizing the
processes of tax interaction between economic entities;

2.  in strengthening intra-industry competition by equalizing tax conditions between all
subjects of the national economy[2];

3. in the growth of production volumes and increasing demand for agricultural products
produced by the national producer due to the reduction of tax barriers between economic
entities[3];

4. in increasing the contribution of the agricultural sector to GRP and GDP by increasing
production volumes at the optimal level of tax restrictions.

The key place in this form of integration is given to the harmonization of relations on the
issue of indirect taxation, and in the case of Russia, relations on the calculation and payment of
value added tax (hereinafter-VAT).

VAT, as a universal form of turnover tax, is a multi-level tax that taxes all stages of product
movement, levied at all stages of its use and sale, and, as a result, evenly distributes the tax
burden among all economic entities[4].

An important requirement for the formation of a tax system for strategically important
sectors of the economy is the neutrality of taxation. Thus, according to I. O. Lunina,
consumption taxes are more neutral than income taxes[5].

Some authors even point out that VAT should not be included in the calculation of the tax
burden of producers, referring to the fact that the real VAT payers are final consumers[6].

We believe that this statement is true, but only if the VAT included in the product price does
not lead to a loss of competitiveness and does not affect the level of final consumption, which is
not possible[7].

We have a different opinion about the impact of indirect taxation on the economy of
production sectors. The level of indirect tax burden has a direct impact on the purchasing power
of the final consumer, who is the final link in the process of functioning of the economy. For
example, the presence of VAT in the cost of products produced by the VAT payer, in
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competition with organizations that do not pay VAT, forces the former to adjust prices
downward to the level of competitive, which accordingly creates the appearance of falling
revenues|[8].

The integration of the agricultural sector should take a priority place in the regional and
national economy. In this regard, it is necessary to provide special mechanisms for fiscal
integration of agricultural entities[9].

In the field of agriculture, the most prominent feature of VAT should be to ensure and
maintain and protect the industry in the process of its fiscal integration, as well as focus on
simplifying the tax process.

In our opinion, the fiscal integration of the agricultural sector in Russia should take place
through the use of institutions of special tax regimes, namely the UACT. The importance of this
tax regime for the industry is to ensure uniform tax conditions for the functioning of the
agricultural industry.

We proposed to generate from UAT main tool of fiscal integration of the agricultural sector,
by ensuring such conditions of its application, to attract the vast majority of agricultural
producers to its use, thus forming UAT center industry fiscal integration of the agricultural
sector.

In addition, tax policies to maintain the sustainable development of all intersectoral
agroindustrial complex, in determining the regulating mechanisms of the agricultural sector,
should take into account internal, cross-sectoral links with '"related" industries as the
manufacture of mineral resources, processing of agricultural raw materials and infrastructure
unit agroindustrial complex.

The effectiveness of tax policy in agribusiness should be evaluated by its impact on the
formation of the cost structure in the model of inter-industry balance of agribusiness, the
principles of construction of which in the formation of tax policy in relation to agribusiness are
presented in figure 1.

Agricultural and industrial complex

The absence of tax The absence of tax
barriers in the barriers to the
procurement implementation
Providing Agricultural o
. . . Processing industry
industries industry
Plant growing Food industry
Farming Light industry

Agricultural engineering
Production of mineral
resources

Agricultural science
Reclamation construction

Fig. 1. the Principle of building intersectoral links in the formation of tax policy in the agricultural sector



E3S Web of Conferences 176, 05006 (2020) https://doi.org/10.1051/e3sconf/202017605006
IDSISA 2020

Studying the impact of taxes on the structure of the inter-industry balance, V. V. Leontiev
identified taxes as the main component of the market price, which forms the added value paid
by the buyer of the product and has its own valuation[ 10].

At the same time, the scientist assigned a special role to VAT, highlighting it as a separate
component that forms the relationship between the buyer's price, the seller's price and the basic
price of the product, which is manifested in the relationship of calculating and paying indirect
taxes.

An inefficient tax system is characterized, among other things, by a high impact on the
structure of the inter-industry balance sheet, estimated using the "cost-output" model, which, in
the end, is reflected in the cost of the final industry products.

Depending on the proportion in which value added is distributed between the state and
producers, the role of the tax mechanism in pricing changes [11].

Highlighting factors such as the size and structure of production, as well as the elasticity of
demand, the impact of taxation on the pricing process may increase or decrease depending on
the influence of each factor[12].

Final industry products in agriculture can be described as a measure of participation of a
certain industry in the process of agricultural production, as certified products of this link. To
take into account the role of taxes in the formation of the value of agricultural products, their
form of reflection in the newly created value link must be taken into account.

Until recently, the Russian form of cross-industry balance of agriculture was characterized
by a high share in the cost of production of components not related to agriculture. According to
some scientists, this percentage exceeded 60%[13]. There is no doubt that taxes have a
significant impact on the formation of the non-agricultural share when implementing inter-
industry interaction procedures.

The level of the tax component in cross-industry turnover, especially for indirect taxes,
largely determines the level of price for the final consumer. The amount of taxes in intra-
industry turnover can be reflected by the following formula:

Peu = Ciit + Tcp + TM + ET + ETic (1)

where:

Peu — product price for the end user;

Ciit — costs in intra-industry turnover;

Tcp — taxes included in the cost of production in the process of intra-industry turnover;

TM — trade margin at the stages of intra-industry turnover;

ET — the amount of indirect taxes included in the cost of products (VAT, excise taxes);

ETic — indirect taxes recorded as expenses in the process of intra-industry turnover (VAT,
excise taxes).

The task of the optimally constructed mechanism of tax regulation of agriculture and
agriculture is to minimize the impact of the ETic indicator on the formation of the cost of the
final product.

The value of the ETic indicator in the process of intra-industry turnover arises in the process
of contradictions in the interaction of two different tax regimes, in terms of indirect taxes taken
into account in the cost of purchased products. A similar phenomenon may occur when an
organization that is a VAT defaulter purchases products from a VAT-paying organization. In
such a scenario, input VAT, which the buyer organization cannot accept for deduction, reflects
it in the cost price, i.e. it includes it in the price of the product, thus unnecessarily increasing the
scale of intra-industry turnover.

The appearance of this phenomenon in the process of inter-industry interaction has a
negative impact on the cost structure of the inter-industry balance, the cost of the industry's
final products and the price for the final consumer.
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The formation of a single, unified tax mechanism for the agricultural sector that can
optimize the process of forming an inter-industry balance, which is a strategically important
task in the development of the national agricultural and agro-industrial sector of the economy.
In our opinion, at the moment, only the ECN is able to become such a mechanism.

The tax policy in relation to agriculture and agriculture should be able to stop all the
negative aspects associated with the interaction of agriculture with other branches of
agriculture, which, in the end, may have negative tax consequences for all areas of agriculture.

As we believe, at the present stage of development of the agricultural economy, the UACT
has already taken place as a single industry tax regime, which is aimed at favoring the
development of the agricultural sector. However, we note that there are still some contradictions
in the functioning of the UACT in the tax field of Russia. To date, such contradictions are
gradually being eliminated, increasingly integrating a significant number of agricultural
producers around the UACT.

The UACT regime is a universal tool for tax regulation of the agricultural economy by the
authorities. With its application, it became possible to implement fiscal integration both in
terms of direct taxation (tax on income reduced by expenses, tax on property of organizations)
and in terms of indirect taxation (VAT).

The UACT should be considered not just as a kind of special tax regime, but as a separate
branch tax system, the reform process of which should be aimed at further fiscal integration of
the agricultural sector.

We attach particular importance to ensuring consistency in the implementation of the policy
of fiscal integration of the agricultural sector of the economy. The unsystematic functioning of
tax mechanisms is a key problem in the development of the agricultural sector [14].

In this regard, we identify four areas in which the fiscal integration of the agricultural sector
around the ESCs should take place (see figure 2).

Formation of the expenditure part in accordance with the specifics
of agricultural production

Income tax

Wealth tax
n

Insurance Ensuring a relatively low level of burden on payment of insurance
premium premiums

Granting regions the right to independently set the tax rate

The exclusion from the object of taxation of movable property

Exemption from taxation of property used in agricultural activities
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UACT

Recognition of manufacturers as VAT payers
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Fig. 2. Directions of fiscal integration

In the direction of" income tax", it is necessary to continue structuring the closed list of
expenses involved in the formation of the tax base for agricultural producers. It is necessary to
adapt this list as much as possible and bring it closer to the actual conditions of agricultural
activity in modern Russian conditions.
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In addition to improving the formation of the expenditure part, this direction involves
expanding the possibilities of tax regulation and changing the regulator, namely, granting the
right to regional authorities to independently set the size of the tax rate.

The "property tax" direction assumes a reduction in the fiscal burden on the main production
assets of agricultural producers, namely, the recognition of agricultural objects as privileged, as
well as the exclusion of movable property from the taxation objects. The result of this direction
should be an increase in investment activity in fixed assets by reducing the cost of paying
property tax.

One of the most important areas is the inclusion of producers in the system of relations for
calculating and paying VAT in order to prevent their abuse and unhindered integration into
economic relations with VAT payers. For this purpose, it is important to recognize
manufacturers that use the UACT as VAT payers. But in addition, it is necessary to ensure that
a number of manufacturers retain their right to exemption from VAT, and for these purposes, to
improve and adapt the mechanism of such exemption to modern conditions.

To date, the above-mentioned directions have already been implemented or are at the initial
stage. However, we have not found any steps towards the implementation of the "insurance
premiums" direction, namely, ensuring a relatively low level of burden on the payment of
insurance premiums. It is necessary to note the importance of creating a special mechanism for
collecting insurance premiums from agricultural producers that do not allow excessive load on
the wage Fund.

An additional benefit from the implementation of intra-industry integration around the
UACT will be an increase in the level of economic health of the regions. The leaders in terms of
economic health are regions with fairly high revenues from taxes on total income, which
include the UACT. Despite the fact that tax policy in respect of agriculture should be
stimulatory for some agricultural regions of Russia, fiscal integration around UAT will be the
basis of improvement in economic efficiency that is highly relevant in the high degree of
differentiation of regions in terms of economic development. Thus, according to a study by the
expert rating Agency, traditionally agricultural regions such as the Kurgan region, Stavropol
territory, Saratov region, the Republic of Kalmykia and a number of other regions are
characterized by a fairly low level of development[15]. This phenomenon is characterized by a
fairly low level of tax revenues from small and medium-sized businesses, which demonstrates
the weak development of entrepreneurial initiative and business activity in these regions,
especially in agriculture[16].

While investigating the current problems of applying tax regulation mechanisms within the
framework of state influence, we have identified the main modern tax factors that have both a
positive and negative impact on economic growth and business activity of the agricultural
industry and the agri-food sector, or how we have defined them as factors for increasing growth
rates and factors for reducing growth rates (see figure 3).

We present these factors as a model of a mutually compensating nature, in which the
identified tax factors of a decrease in growth rates are compensated by factors of an increase in
growth rates. And as can be seen from the presented figure, both quantitatively and
qualitatively, the factors of increasing growth rates exceed the factors of decreasing growth
rates, which allows us to assess the current direction of improving the tax regulation system
and, accordingly, the state policy of tax regulation, as aimed at achieving high growth rates and
achieving high results in the agriculture and agri-food sector among the branches of the national
economy of Russia.
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Fig. 3. Model of mutually compensating interaction of factors of growth rates of agriculture and agri-food
sector

3 Results and discussion

In modern Russian conditions, the tax system for agriculture in the agricultural sector of the
economy should be aimed primarily at stimulating the expansion of production activities,
investment in fixed assets, stimulating demand for agricultural products, developing
competition, etc.at the same time, providing favorable tax conditions for some subjects should
not be accompanied by infringement of the interests of others. It is advisable to conduct
separate activities in the field of taxation for subjects of different levels. The state should aim at
providing optimal tax conditions for micro, small, medium and large businesses, since each of
the levels is important for the socio-economic and political development of a particular region
and the state as a whole.
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