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ABSTRACT 

 

Amid economic globalization and the integration of the Russian Federation into the global economic system, there is a substantial 

increase in risks and threats to the sustainable development of the national agro-industrial complex, which plays a significant part in 
providing for national food security. The sustainable development of the agro-industrial complex of the Russian Federation is impossible 

without improvement in the effectiveness of its operation and competitiveness. To work out the major focus areas and mechanisms of 

ensuring the effective operation of the national agro-industrial complex, one needs to carry out an analysis of its competitiveness. This 
article provides an assessment of Russia’s agro-industrial complex based on Michael Porter’s Competitive Diamond model, which has 

four interrelated components: (1) factor conditions, (2) internal demand conditions, (3) related and supporting industries, and (4) firm 

strategy, structure, and intrasectoral rivalry. The author’s analysis has revealed not only positive trends in the development of agriculture 
– the central segment of the agro-industrial complex (increases in agricultural land, improvements in the age structure of agricultural 

machinery through modernization being carried out, increases in the volume of investment, the formation of territorial-production agro-

industrial clusters, the availability of programs for the support of farmers and smaller forms of business, etc.), but also factors impeding 
improvement in the sector’s competitiveness (a drop in the size of the rural population, a lack of highly qualified human  resources, 

limited internal demand, etc.). Against this background, the author has identified the major focus areas of state policy aimed at 

stimulating improvement in the competitiveness of Russia’s agro-industrial complex, such as: carrying out technological and 
management modernization, expanding internal consumption, effective application of cluster technology, and boosting migration 

potential within rural territories.  
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INTRODUCTION 

 

The agro-industrial complex as a whole and its 

fundamental sector – agriculture – are justly among 

the leading spheres of the Russian economy – they 

form the foundation of the food market, provide for 

national food security, and contribute to the 

economic potential of rural territories [7,8,11]. 

Currently, the agro-industrial complex accounts for 

8.5% of Russia’s GDP, utilizes 3.4% of fixed capital 

stock, and provides employment to almost 11% of 

those engaged in the economic sphere [9]. We should 

definitely note the considerable multiplication effect 

agriculture has, which indicates its foundational 

significance to the country’s sustainable 

development. “…As the agricultural sectors unwind 

the ball of their needs, they can influence the 

processes of diversification of the national economy, 

acting as a catalyst for economic development” [1]. 

Based on estimates by Russian experts, a 1% 

increase in agricultural output ensures a 1-2% 

increase in the output of adjacent sectors [3, 6]. This 

leads us to conclude that amid the sweep of 

globalization and hyper-competition linked with it 

[12], the prospects of the sustainable development of 

Russia’s national economy are to a great extent 

governed by the competitiveness of the agro-

industrial complex. The latter characterizes the 

situation of agricultural producers in the external and 

internal markets under certain conditions of the 

development of the economy, politics, society, etc. 

[5].  
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Methods: 
In the early 1990s, prominent American scholar 

M. Porter in his works “Competitive Strategy: 
Techniques for Analyzing Industries and 
Competitors” [14] and “On Competition” [13] 
provided a rationale for a special methodological 
approach – the so-called “competitive diamond” – to 
assessing the competitive advantages of the national 
economy. This approach is predicated on a system of 
four groups of indicators: [1] factor conditions, [2] 
internal demand conditions, [3] related and 
supporting industries, and [4] firm strategy, structure, 
and intrasectoral rivalry. We believe that this 
methodological approach is quite applicable to the 
assessment of the competitiveness of a specific 
region, a specific industry, company, or firm. On the 
strength of the methodology of M. Porter’s 
Competitive Diamond model, we conducted an 
analysis of the competitiveness of Russia’s agro-
industrial complex (AIC) and its central segment – 
agriculture.  

 

Results: 
According to Porter’s “diamond”, the primary 

idea in analyzing factor conditions lies in that factors 
important for competitiveness are not inherited – 
they are created. Of primary significance in this 
respect is the efficacy of the use of factors, the pace 
at which they are created, and mechanisms for their 
enhancement. In this regard, a lack of specific basic 
factors can be not a weakness but strength in 
competitive struggle, urging manufacturers to turn to 
innovation and streamlining practices to boost the 
specialization of basic factors. 

In this context, the development of internal 
agricultural production ought to be effected using 
such intensification factors as melioration, 
mechanization, biotechnology, integration, and 
cooperation, integrated raw material processing, etc. 
The need for such an approach to the development of 
agricultural production in Russia is indicated by the 
state and dynamics of basic resources within the 
sector under analysis (Table 1). 

Table 1: The dynamics of basic resources in RF agriculture 

Indicator 2008 2009 2010 2011 2012 2012 to 
2008, % 

Size of rural population, million people 37.8 37.6 37.5 37.3 37.2 98.4 

Number of those employed in agriculture, 
thousand people 

 
6675 

 
6733 

 
6656 

 
6583 

 
6467 

 
96.9 

Per-unit share in economically active 
population, % 

 
9.8 

 
10.0 

 
9.8 

 
9.7 

 
9.5 

 
96.9 

Agricultural land, million hectares 195.6 196.1 196.1 196.3 196.2 100.3 

Fixed stock, million rubles 2259571 2566917 2859877 3127209 3335020 147.6 

 
As Table 1 demonstrates, there was a 3.1% 

decrease in the number of those employed in 
agriculture in Russia over the period of 2008-2012, 
while the total size of the rural population dropped 
1.6%. The resulting situation is associated with both 
the natural decline in and the migration exodus of the 
rural population (labor and educational migration). 
This trend’s persisting into the future can lead to 
problems with labor resources in this AIC sector. 

In analyzing the labor potential of Russia’s AIC, 
it must be noted that its current deficit of highly 
qualified specialists in various fields with a higher 
education, which is nearly 80 thousand people. This 
situation has an extremely adverse effect on the 
AIC’s competitiveness. 

Land resources are known to be a crucial basic 
factor in agricultural production. Today, Russia 
accounts for 8.9% of the world’s arable lands, 2.6% 
of the world’s pasture lands, 52% the world’s 
chernozem soils, 20% of the world’s fresh water 
reserves, and 2.5% of the world’s population. 
According to the Federal Real Estate Cadaster 
Agency, the country possesses 386.1 million ha of 
land used for agricultural purposes, out of which 
196.2 million ha are arable land, including 115.1 
million ha used for tillage.  

As of the beginning of 2013, Russia had 1.4 ha 
of arable land per capita, with 30.3 ha per person 
engaged in agriculture. To compare, there is an 
average of 3.7 ha of agricultural land per rural 

inhabitant in the world: in developing countries as a 
whole it is just 2.2 ha, in Australia, North America, 
and New Zealand it is, respectively, 671, 155, and 69 
ha, while in Western Europe this indicator does not 
exceed 12 ha.  

Besides, in recent years there has been an 
increase in soil fertility due to increased fertilization. 
With an increase in mineral fertilizer production 
from 9.6 in 1995 to 17.8 million tons in 2012, the 
introduction of mineral fertilizers into soil increased 
from 1.5 to 1.9 million tons, and on a per one hectare 
of plantings basis from 17 to 38. This trend had a 
positive effect on crop yield. Thus, grain crop yield 
increased 39.7% over a similar period and totaled 
18.3 centners per ha in 2012 (for reference: the 
average grain crop yield over the period of 2008-
2012 totaled 21.1centners per ha).  

At the same time, the country has seen a decline 
in the supply of tractors and combine harvesters for 
agricultural organizations (Table 2), caused to a 
defining extent by a decrease in the volume of the 
country’s agricultural machinery output. Only over 
the last 5 years, the number of tractors in agricultural 
organizations decreased 24.2%, and that of grain 
combine harvesters dropped 24.6%. As a result, over 
the period of 2008-2012 tillage load per tractor 
increased from 210 to 258 ha and plantings per grain 
combine harvester from 317 to 369 ha, which is 4-5 
times the same indicators in the US and Great 
Britain.
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Table 2: The supply of tractors and combine harvesters for RF agricultural organizations 

 Indicator 2008 2009 2010 2011 2012 

Tractors per 1000 ha of tillage, units 5.0 5.0 5.0 4.0 4.0 

Tillage load per tractor, ha 210 226 236 247 258 

Combine harvesters per 1000 ha of plantings (seeding), units: 

grain 

potato 
beet 

 

 

3.0 
23.0 

6.0 

 

 

3.0 
18.0 

5.0 

 

 

3.0 
16.0 

4.0 

 

 

3,0 
16.0 

3.0 

 

 

3.0 
16.0 

3.0 

Plantings of respective cultures per combine harvester, ha: 
grain 

potato 

 
 

317 

43 

 
 

344 

55 

 
 

327 

62 

 
 

354 

61 

 
 

369 

64 

 

Furthermore, note as a positive fact that during 

the implementation of the national project “AIC 

Development” and the State Program “Development 

of Agriculture and Regulation of Agricultural 

Output, Raw Materials, and Food for 2008-2012” 

Russia’s agriculture saw a considerable improvement 

in the age structure of the existing material-technical 

fleet (Figure 1). There was an increase in the share of 

agricultural machines with a useful life of up to 3 

years; in relation to the fleet of tractors it totaled 

8.0%, grain combine harvesters 13.0%, forage 

combine harvesters 16.0%. However, the degree of 

fixed stock physical wear still remains at a critical 

level and is 42.5%. 
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Fig. 1: The age structure of agricultural machines in the AIC  

 

This state of the AIC’s material-technical base 

has an adverse effect on the sector’s competitiveness 

and substantiates the need for further augmented 

technological modernization. Note that with a view 

to accelerating the pace of upgrading agricultural 

machinery and modernizing the AIC, the Russian 

Federation worked out and has been implementing 

the Program for Upgrading the Machinery Fleet for 

2012–2014, which presupposes upgrading the fleet in 

businesses that possess machinery manufactured 

before 2001 (inclusive) and owned by agricultural 

producers. Within the first year of implementing the 

program, JSC “Rosagrolizing” under leasing 

agreements granted agricultural producers 4009 units 

of machinery to the total tune of 9.5 billion rubles. 

In exploring the second component of the 

“competitive diamond”, one has to be guided by the 

following rule: in competitive struggle, those 

producers emerge victorious who pay the greater 

attention to the development of the market in 

conjunction with special internal conditions, with the 

“quality” of consumers (being demanding, being 

qualified) being more significant than the segment 

composition of demand. 

Demand for agricultural products in the internal 

market depends doubtless on the level of the 

population’s actual monetary income, first and 

foremost. In this regard, it should be noted that in 

2012 RF population’s actual disposable monetary 

income increased 4.6% compared with 2011, while 

the country’s poverty level totaled 10.9%. Today, the 

nominal monthly average wages of Russia’s 

agricultural workers are 53.1% of average RF level 

(Table 3). 

  
Table 3: Average monthly wages in Russia, rubles  

Indicator 2008  2009  2010  2011  2012 

Average monthly nominal wages in RF  

17290 

 

18638 

 

20952 

 

25621 

 

26629 

Average monthly nominal wages in RF agriculture 

8475 9619 10668 

 

12320 

 

14129 

Ratio of average monthly wages in agriculture to 

all-Russian level, %  

49.0 

 

51.6 

 

50.9 

 

48.1 

 

53.1 
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Investment is known to be a crucial component 

of internal demand. Thus, a large internal market is 

capable of boosting the innovation-investment 

activity of agricultural producers. A distinctive trait 

of the investment activity of national agricultural 

producers is the unsteadiness of its dynamics. Thus, 

over the period of 2008-2010, investment in RF 

agriculture’s fixed assets decreased by 33.3 billion 

rubles or 14.1% (Figure 2), but over the following 

two years already (2011-2012) they increased 36.8% 

compared with 2010. That said, the share of 

investments in agriculture in the total volume of 

investments in fixed assets in the Russian economy is 

just 2.9%. The major reasons behind the low 

investment activity of agricultural producers is 

reduction in budget subsidies, a lack of one’s own 

financial resources, and loans being inaccessible due 

to high interest rates. 
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Fig. 2: Investment in RF agriculture’s fixed capital 

 

Thus, in conjunction with the country’s existing 

special internal conditions for the development of the 

AIC and boosting its competitiveness, the utmost 

significance is attached to not just the volume of 

internal demand but its quality and the degree to 

which it is in line with trends in the development of 

the modern market. 

The third crucial component influencing the 

AIC’s competitiveness, according to M. Porter’s 

model, is interaction with related and supporting 

industries. Note that currently the national AIC 

engages about 80 sectors, among which there are 

both related (processing; food; light; machine 

building for the light and food industry; trade-

intermediary institutions, etc.) and supporting ones 

(agricultural machine building; agricultural machinery 

maintenance; forage; microbiological; the mixed-

feed industry; seed farming; veterinary; the fuel and 

energy complex; financial-credit institutions; 

insurance institutions; transport; education, etc.).  

Against this background, the boosting of the 

competitiveness of Russia’s AIC is possible via 

conducting structural cluster policy. Cluster 

structures are more adequate to new economic 

conditions; they ensure its innovation development. 

That said, there are issues that impede the accelerated 

development of agricultural clusters in the country: 

the high wear of the fixed stock of many agricultural 

and processing enterprises, which has an adverse 

effect on the quality of products and services 

provided; the insufficiently developed institutional 

and production infrastructure of support for the 

development of clusters; the poorly developed 

practice of the strategic and organizational planning 

of the development of clusters; the poorly developed 

level of corporate relations and information-

communicative exchange between enterprises; the 

insufficient competitiveness level of suppliers 

external to cluster enterprises; enterprises having 

trouble accessing financial resources; the poorly 

developed market of specialized services in many 

industrial sectors. 

According to M. Porter’s “diamond” model, the 

primary catalyst for the competitiveness of the entire 

system is the fourth component, which characterizes 

the state of intrasectoral rivalry. Since the 

“competitive diamond” functions as a system, the 

absence of this condition can paralyze its operation. 

The availability of “internal” competitors is the more 

stimulating factor than external competition. As of 

January 1, 2013, there were about 200 thousand 

agricultural enterprises with various forms of 

ownership operating in Russia.  

It should be noted that over of the years of 

market reforms, there was a change in the per-unit 

share of various forms of business in the total volume 

of agricultural output. The reformation of the 

agrarian sector led to a slump in agricultural 

production in large businesses, since organized as 

commercial farms operating on purchased inputs and 

selling their output in the market they incurred major 

losses from price disparity and a precipitous 

reduction in government support of the industry. At 

the same time, there was an increase in the share of 

businesses run by the population and peasant 

(farmer) businesses. Thus, in 2012 smaller forms of 

business produced 52.1% of Russia’s total volume of 

agricultural output. Currently, peasant (farmer) 
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businesses, personal subsidiary plots, and individual 

entrepreneurs are an indispensable part of the mixed 

rural economy – therefore, the development of 

smaller forms of business in the AIC has been 

recognized as one of the priority focus areas of the 

development of the agrarian sector in the country. 

Starting in 2012, for the purposes of the state support 

of smaller forms of business Russia has been 

implementing the target programs “Development of 

Family-Owned Animal Husbandry Farms at the 

Premises of Peasant (Farm) Businesses” and 

“Support for Beginner Farmers”, which prescribe 

that grants be issued to farmers. Also, peasant 

(farmer) businesses are provided with financial 

support in registering the property rights to land 

plots. 

 

Discussion: 

The issue of boosting competitiveness is the 

major objective of any enterprise, region, and the 

state as a whole. Competition, which is intrinsically 

inherent to market relations, “leads to the better use 

of one’s abilities and knowledge, … requires rational 

conduct” on the part of business entities, and 

therefore becomes a necessary condition for the 

development of the national economy, its specific 

spheres, sectors, and areas of production [10, 16]. In 

this regard, one should speak of not so much the 

external management of competition as of the 

development of the potential of business entities to 

take part in competition and shore up their 

competitive positions in the market. With this in 

mind, it is the issue of competitiveness that ought to 

be in the center of scientists’ and practicians’ 

attention, while it is the management of the 

competitiveness of participants in market relations 

that ought to become the object of study. 

We can nowadays come across various 

definitions of the term “competitiveness” in scientific 

literature, although it is clear by the latter’s meaning 

that in all cases it is about a potential or actual 

property of a particular phenomenon (person or 

object) related to competition. In the more general 

terms, competitiveness, as is justly pointed out by 

Ye.I. Kuznetsova, characterizes the potential and 

capacity of the subject of competitive market 

relations for rivalry with one’s counterparts [4]. A 

similar view has been expressed, for instance, by 

M.I. Gel’vanovsky, who maintains that, in relation to 

the economic sphere, competitiveness can in the 

more general terms be construed as possessing 

features that create advantages for the subject of 

economic competition (competitive struggle) [2]. 

According to academician V.K. Senchagov, 

competitiveness is a concept that not only most fully 

reflects the market’s requirements but, what is 

especially important, orients business entities 

towards active efforts at conquering market 

positions, retaining, bolstering, and expanding them 

[6].  

Apart from the generalizing category of 

“competitiveness”, there are particular concepts 

related to competitiveness in today’s scientific use 

(the competitiveness of the country, the 

competitiveness of the region, the competitiveness of 

the industry, the competitiveness of the enterprise, 

the competitiveness of the product), depending on 

what object or subject it refers to. Competitiveness is 

a complex multi-tier concept, the analysis and 

assessment of which ought to be tied in with a 

specific competitive field and, especially, its level. 

Without casting doubt on the legitimacy of the 

above views of competitiveness, the latter, in our 

opinion, should be viewed as a defining feature of 

the subject of competitive relations, which 

characterizes the degree of its actual or potential 

satisfaction of specific needs compared with similar 

objects on the market. Note that competitiveness, in 

terms of management, forms a sort of hierarchy in 

which the ability to compete is, on the whole, 

preordained by the competitiveness of subsystems 

that make it up, while the category of 

“competitiveness” is very closely associated with 

competitive advantages. 

 

Conclusion: 

Russia’s sustainable development, ensuring its 

food independence and security is not expected to be 

possible without boosting the efficacy of the 

operation and competitiveness of its agro-industrial 

complex. In our view, the following areas ought to 

become the major focus areas to stimulate the 

boosting of the competitiveness of Russia’s AIC:  

carrying out the augmented technological 

(boosting labor productivity, upgrading fixed assets, 

and stimulating the growth of the energy-efficiency 

of production) and management modernization of 

AIC enterprises (adopting modern management 

mechanisms and stimulating highly productive 

labor). Furthermore, the primary objective of 

government authorities is to foster relevant financial 

and institutional conditions for carrying out 

technological modernization (concessional loans, 

subsidized interest rates, government guarantees, tax 

concessions, etc.). The following areas ought to 

become the priority focus areas of technological 

modernization of the sectors and spheres of Russia’s 

AIC: the development of cattle farming (meat and 

milk production) as a system-forming sector and the 

mixed-feed industry; the creation of an innovation 

agro-park whose primary function will be the 

development of modern technology in agriculture 

and the food industry.  

stimulating the internal consumption of AIC 

products. This can be achieved through 

implementing: programs related to providing 

schoolchildren with “nutritious breakfasts” 

containing milk and dairy products; programs related 

to providing low-income segments of the population 

with products containing protein; carrying out 
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information campaigns on useful nutritious food 

products; 

expanding and the more effective application of 

cluster technology and building up on this basis the 

export potential of agricultural products, raw 

materials, and food through consolidating the efforts 

of AIC enterprises. Agro-industrial clusters, whose 

development is grounded in vertical and horizontal 

integration, possess a number of advantages: higher 

quality standards; product orientation towards export; 

reduced transactional costs; a synergetic effect for 

each participant through wider and comprehensive 

integration. The major objective of forming agro-

clusters is retaining and increasing the share in the 

food market, mastering market niches in territories 

neighboring those of the competitor. Integrated 

structures must ensure a high level of 

competitiveness and thereby curb the growth of 

prices for socially significant food products;  

boosting the migration potential of rural 

territories based on the formation of new standards 

for the living environment in rural areas and 

preservation of its uniqueness and socio-cultural 

legacy. 
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