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The head of an influential business lobby wrote a letter to First Deputy Prime Minister Igor
Shuvalov requesting support for the agriculture industrial complex that will be necessary
after Russia joins the WTO, Vedomosti reported Friday.

Alexander Shokhin, chairman of the Russian Union of Industrialists and Entrepreneurs,
estimates in the letter that 400 billion rubles ($13.4 billion) will be necessary to protect
the industry.

Despite high production figures for 2011, the industry's profitability dropped from 9.4 percent
in 2009 to 8.3 percent in 2010, and without government subsidies this figure could have been
as low as minus 5.4 percent, Shokhin calculated, the business daily reported.

High costs, low prices, old technology and low incomes mean that entry into the WTO will
only make the situation worse, with Russia likely to become uncompetitive domestically,
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Shukhov wrote.

One large barrier is the high and growing cost of almost all the necessary resources
for agricultural production and continually rising costs for construction and infrastructure.

The real problem, however, is the indebtedness of agricultural enterprises, which at 1.57
trillion rubles ($52.6 billion) is more than total gross revenue, initiators of the RUIE's letter
said.

In the letter, Shokhin proposes measures that focus on the over-indebtedness of the industry,
including compensating agricultural enterprises up to 100 percent for modernization and loan
costs, extending current zero-percent tax on profits until 2020, and canceling outstanding
debt on loans. He also says the government should become more active in setting prices in the
industry.

The Russian Grain Union told Vedomosti that the main problems in Russia's agricultural
industry were not connected to credit, but were more fundamentally connected to poor trade
policies that, if corrected, would eventually boost profits and lead to the solution of credit
problems.
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