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Formulation of the problem. In the article, the main factors that cause price fluctuations in agricultur-
al products have been considered and theoretical approaches to the impact of price fluctuations on the agri-
cultural market have been analyzed. The need to minimize the effects of price volatility and the regulatory
policies of other countries’ experiences for this purpose have been examined. The aim of the study is to to
characterize the issue of regulation of price fluctuations in the agricultural market. Research methodology.
In the course of the research, both general theoretical methods were used: analysis and synthesis, deduction
and induction, generalization of reference and scientific literature, theoretical modeling, methods of group-
ing and comparison. The research hypothesis. The effects of policies aimed at preventing price fluctuations
in the agricultural market or compensating for the effects of these fluctuations in the economies of these
countries have been studied. Presentation of the main material. The level of price volatility in the agricul-
tural sector in Azerbaijan and the main factors affecting price volatility in the market have been also con-
sidered. The level of price volatility in the market during the seasonal and non-seasonal periods has been
analyzed on the example of the potato and onion sector, which is the main food product for our country and
has an important share in the consumer basket. Based on the leading research and analysis, recommenda-
tions have been made to reduce the negative effects of price volatility in the agricultural market. The origi-
nality and practical significance of the study lies in the development of recommendations for improving
education in the field of tourism in Azerbaijan. Conclusions of the study. The main decrease in prices of
agricultural products in Azerbaijan occurs mainly during the production of fruits and vegetables. In the
post-production period, imported products dominate the market. Regulatory policy should focus on both
reducing the seasonal losses of producers and reducing dependency on imports in post-production period.
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IIUTAHHSA PET'YJIIOBAHHSA KOJIMBAHD IIIH HA ATPAPHOMY PUHKY

Iocmanosxa npobaemu. Y cTaTTi po3risiHyTO OCHOBHI (PaKTOpH, IO CIIPHYMHSIOTH KOJMBAHHS IiH
Ha CUIBCBKOTOCHOAAPCHKY MPOAYKIIiIO, Ta MIPOaHaTi30BaHO TEOPETUYHI MiAXOJHN A0 BIUIMBY KOJMBAHHS LiH
Ha CLITBCHKOTOCTIOIAPCHKHIA PHHOK. byIo ociimkeHo HeoOXiIHICTh MiHIMI3aIlil BILTUBY BOJATHILHOCTI I[iH
Ta PEryJIATOPHOT OMITHKH 3 AOCBiAY HININX KpaiH AN 1i€i MeTH. Memor 0ocaiodicents € XapaKTepUCTHKA
MUTaHHS PEryJIIOBaHHS KOJIHMBAHb I[iH HA arpapHOMy PUHKY. Memooonoeis docnioxcenns. Y XOHi JOCIi-
JOKeHHSI OyJIM BUKOPUCTaHI OOMJ[Ba 3araJILHOTEOPETUYHI METOJIM: aHai3 1 CHHTE3, JSAYKIlisA Ta THAYKIS,
y3araibHEHHS JOBIKOBOI Ta HAYKOBOI JIITEPAaTypH, TEOPETHYHE MOJENIOBaHHS, METOAM TPYMyBaHHS Ta
MOpIBHAHHA. [ inomesa O0ocnioscenns. JIOCTIIKEHO BILUIMB TOJIITHKH, CIIPIMOBAHOT Ha 3aro0IiraHHs KOJIH-
BaHHIO L[iH HA arpapHOMY PUHKY a00 KOMIICHCAI[II0 HACIi/IKIB X KOJMBAaHb B €KOHOMIlI IIMX KpaiH. Bu-
K1a0 0cHO8HO20 mamepiany. Takox Oyno po3MIIHYTO PiBeHb MIHJIMBOCTI LiH B arpapHOMY CEKTOpi Asep-
Oali/pKaHy Ta OCHOBHI (hakTOpH, IO BIUIMBAIOTh HA BOJATHIIBHICTG IiH HA PUHKY. [IpoaHani3oBaHO piBeHb
IIHOBOI BOJIATHJIBHOCT] Ha PUHKY B CE30HHHUH 1 HECE30HHMI MEPi0M Ha MPUKIIAIl KapTOIITHO-I[UOYIIBHOTO
CEeKTOPa, SIKU € OCHOBHUM NPOJYKTOM Xap4yBaHHs IJIs1 HAIIOI KpaiHH 1 3aliMae BayKJIUBY YacCTKy B CIIOKH-
BUOMY KOIIMKY. Ha OCHOBI MPOBIAHUX JOCIHIHKEHD Ta aHaIi3y PO3pPO0JIEHO PEKOMEHAIII 111010 3MEHIIICH-
HsI HEraTUBHOT'O BIUIMBY BOJIATHJIBHOCTI I[iH HA PUHKY CLIBCHKOTOCHOAAPChKOT IpoayKiii. Opucinanvhicme
Ma npakmuyHa 3Ha¥ywicms 00Cai0NHCceHHs TIONATAE Yy PO3poOLli peKOMEeHJalil 010 MOKPAIIeHHs OCBITH B
ranysi TypusMy B AzepOaiipkaHi. Bucnosku docriodcenns. OCHOBHE 3HIKEHHS LiH Ha CUIBCBKOTOCHIOAAp-
ChKY TPOIYKIIif0 B A3epOaiikaHi BifOyBae€ThCSI B OCHOBHOMY ITiJl Yac BUpOOHHIITBA PPYKTIB i OBOUiB. Y
MOCT-BUPOOHWYMH Mepiof iMIOPTHA MPOAYKIisl JOMiHYE Ha pUHKY. PerynsTopHa mosiTHKa NOBUHHA OyTH
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Problem statement. The agricultural sec-
tor has more price volatility than other sectors of
the economy. Prices of agricultural products
peaked in 2008 and 2011, and agricultural prod-
ucts were characterized by high price volatility.
This situation can be explained by four main fac-
tors: i) climate change, the spread of diseases
and pests, ii) price elasticity of agricultural prod-
ucts, iii) declining agricultural production and iv)
population growth and income levels [9].

The risk connected to product prices is
considered to be the most economically sensitive
among the risks impacting farmer behavior. Var-
ious solutions are often developed to enable
farmers to make new decisions about their eco-
nomic activities, use market tools, or diversify
their income sources in order to reduce price risk

[1].

The volatility of agricultural commodity
prices is a major source of concern. Politicians
and other actors in the food supply chain should
be aware of agricultural price fluctuations and
better understand potential changes. Farmers in
some nations, for example, face a variety of risks
that were previously faced by market and price
support strategies. Due to the volatility of the
prices that farmers receive from the sale of their
products or pay for the means of production,
market risk is one of the most important ele-
ments affecting agricultural development [7].

Analysis of recent research and publica-
tions. The change in price level is measured by
price volatility. Volatility indicates how much
and how quickly the value of a product changes
over time. Although this concept is clear, there is
no clear definition of volatility and its measure-
ment tends to be more subjective. In economic
theory, volatility refers to two main concepts:
volatility and uncertainty; The first describes
general changes, while the second refers to un-
expected changes.

Price fluctuations are both a typical ele-
ment of the agricultural market and a required
prerequisite for its existence. The essence of the
price system is that when a product becomes
scarce, its price rises. This leads to a reduction in
consumption and more investment in the produc-
tion of this product. However, when price
changes become increasingly uncertain and sub-

ject to excessive changes over a long period of
time, the effectiveness of the price system begins
to deteriorate [2].

In both developed and developing coun-
tries, price volatility can have a significant det-
rimental influence on the agricultural, food, and
other sectors of the economy. The following are
the primary elements that influence price chang-
es.

» Weather and climate change - Unpredict-
able weather conditions are the most common
and unpredictable cause influencing price vola-
tility.

* Inventory level - Inventories are im-
portant in decreasing the short-term mismatches
between supply and demand.

» Energy prices - Price volatility shifts
from energy markets to agricultural markets as
demand for production resources such as fertiliz-
ers, transportation, and biofuels grows.

» Exchange rates - By affecting domestic
commodity prices, foreign exchange movements
can have an impact on global food security and
competitiveness.

Rising demand — when there is a case that
supply cannot keep up with demand, there is in-
creasing pressure on commodity prices. The
elasticity of food demand will drop as per capita
incomes increase globally, with incomes predict-
ed to increase by 50% in many poor countries,
requiring greater price adjustments to effect de-
mand.

* Resource limitations - Higher means of
production costs, slower technology adoption,
more expansion into surrounding areas, and re-
strictions on double farming and irrigation water
limit production growth rates.

* Trade limitations - Both export and im-
port restrictions increase price volatility in inter-
national markets [8].

Agriculture markets have also been more
open and competitive in recent decades as a re-
sult of changes in agricultural policy and regula-
tion, particularly WTO agreements. As a result,
price volatility has increased and household in-
comes have changed [11]. There is a lot of re-
search and studies on price changes in the agri-
cultural market. Various studies have examined



the effects of price fluctuations on the agricul-
tural market, farmers, consumers and the state.

Mohanty and Klau (2001), who studied
fourteen emerging market economies for the
1980s and 1990s, argue that external factors in-
fluencing food prices have a significant effect on
inflation. In these economies, food prices ac-
count for a higher proportion of the consumer
price index than in developed industrial coun-
tries. In addition, agricultural prices are said to
fluctuate depending on weather conditions and
foreign trade restrictions. Dostie et al. (2002)
examined Madagascar's agricultural sector and
poverty levels, and reported that seasonal pro-
duction affected both agricultural prices and
consumption patterns. The study also discusses
various dimensions of seasonal import policy in
addressing seasonal problems.

Based on probite models in developing
market economies, Domach and Yucel (2003)
suggested that increased agricultural production
growth reduced the likelihood of factors contrib-
uting to higher inflation. Bare and Yucel (2004)
found an intuitive association between agricul-
tural prices in Turkey and food and general con-
sumer prices, and used cross-correlation and
vector altruistic models to investigate this rela-
tionship. They revealed that the increase in agri-
culture price inflation was statistically signifi-
cant when compared to food prices and the over-
all consumer price index.

The purpose of the article is to to charac-
terize the issue of regulation of price fluctuations
in the agricultural market.

Presentation of the main material. Agri-
cultural price volatility has led governments in
both developed and developing countries to un-
dertake measures aimed at preventing or mini-
mizing these shifts throughout the twentieth cen-
tury. Interventions in agricultural markets,
whether unilateral or multilateral, became the
norm in the 1980s. To regulate domestic prices,
the US utilized support prices and stockpiles. A
comparable system existed in the European Un-
ion, in which exchange rates (“'green rates™) were
applied to a specific product for commerce be-
tween EU member states. Interventions for de-
veloping-country products were either multilat-
eral (for example, through international trade
agreements) or regulated through internal institu-
tions.

There were buffer stocks in Bangladesh,
India, Indonesia, Mexico, Philippines and South
Korea, buffer funds in lvory Coast, Papua New
Guinea and South Korea, monopoly marketing
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agencies in most of Africa and parts of Latin
America and Asia, and variable tariff plans in
Chile, Malaysia and Venezuela.

Since the 1980s, many countries have re-
defined the role of the state in the economy. Re-
forms in agricultural markets have been an im-
portant part of these efforts. The reforms aimed
to change the functioning of agricultural markets
by renewing market structures and removing or
changing the mandate of key institutions [10].

In many developing countries, plans of ac-
tion (national and multinational) faced serious
challenges in the 1980s. Producers and govern-
ments of producing countries were generally
overly optimistic about the prices they could
achieve under weak market conditions. At the
same time, the costs of control-related ineffi-
ciency have increased over time. For example,
high coffee prices have resulted in increased ar-
able land in many countries with relatively high
production costs, particularly in Africa. In Brazil,
quota restrictions hindered low-income produc-
tion.

As a result, as prices weakened in the
1980s, nearly all previously successful national
intervention policies faced financial difficulties.
International commodity agreements also failed
to adapt to changes in the market, and by 1996
all economic clauses in the agreements were re-
pealed or went bankrupt.

In many cases, donors have called for ac-
tion to save or rebuild struggling national institu-
tions of stability. Market liberalization, particu-
larly the abolition of monopoly regulations and
the radical reduction of bureaucracies, were key
conditions for such aid. Therefore, a series of
reforms aimed at liberalizing the agricultural
markets of developing countries were initiated in
the 1980s and 1990s, particularly with the en-
couragement of multilateral lenders such as the
European Union, USAID, and the World Bank.

Overall, the extremely high price volatility
in global agricultural markets signals a growing
threat to global food security. To reduce the sus-
ceptibility of countries to price fluctuations, pol-
icies should improve market performance and
equip countries to better cope with the extreme
negative effects of volatility [2].

The aim of the policy is to help make the
market more resilient to external shocks, reduce
waste, increase supply at prices offered to local
markets, and increase productivity, especially for
small producers. Public investment in agricultur-
al research, institutions and infrastructure is
needed to increase the sector's productivity, re-

N
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silience to climate and climate change, and re-
source scarcity.

Investments are necessary to reduce post-
harvest losses. Recognizing that price volatility
will continue to be a feature of agricultural mar-
kets, a coherent policy is needed to both mini-
mize price volatility and limit its adverse effects.

Increased market transparency can reduce
price volatility. Further efforts should be made to
improve global and national information and
monitoring systems for market forecasts, includ-
ing more reliable information on the production,
inventory and trade of food safety sensitive
products. Import and export restrictions etc. In-
creasing or decreasing the skewed policies like

The 2014-2020 Common Agricultural Pol-
icy (CAP), instead of eliminating price volatility,
mainly aims to compensate farmers for the nega-
tive effects of price volatility and to combat in-
come volatility. After this policy, interventions
in the agricultural market were indeed reduced
and only limited intervention measures are taken
when prices fall below certain levels. The main
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policy instrument is direct payments, which pro-
vide farmers with a stable income regardless of
market conditions. In addition, member states
can access support through rural development
programs through three risk management tools
(insurance schemes, investment funds and in-
come stabilization tools) [4]

There are fluctuations in prices
depending on many factors in the agricultural
market in Azerbaijan. The main factor affecting
price volatility is high seasonal production.
However, the market share and position of
imported products, rising and falling prices of
similar products in the world markets,
production volumes due to climatic conditions
and other unforeseen risks (for example,
decreased demand due to the pandemic) are the
main factors affecting it. prices in the
agricultural market.

The changes in the producer price index
of agricultural products in 2013-2021 period are
given in Figure 1.
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Figure 1 — Producer price index of agricultural products, (compared to the previous month)
Source: The State Statistical Committee of the Republic of Azerbaijan

The graph illustrates that the lowest level
of agricultural producer prices occurred in the
months of June and July 2015. In general, the
lowest prices were found in June-July, while the
highest prices were noticed in the winter months.
As a result, it is apparent that the increase in
production throughout the production season has
a direct impact on the price level.

Let's look at the level of price fluctuations
in the agricultural market in the example of the
potato and onion sector, which is considered the
main food product in Azerbaijan and is
consumed almost all year round. As can be seen

in Figure 2, prices in the potato sector fluctuated
sharply between July 2015 and July 2021. The
lowest price was 0.30 AZN/kg in July 2018,
while the highest was 1.40 AZN/kg in April
2019. Prices were lowest in July-August, the
manufacturing season of all years, and highest in
March-April, according to the general pattern.

The wholesale price dynamics of onions
are depicted in Figure 3. The price level in the
onion sector fluctuated at different times of the
year, just like it did in the potato sector.
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Figure 2 — Monthly wholesale price dynamics of potatoes
Source: Baku-Meyveli wholesale market
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Figure 3 — Monthly wholesale price dynamics of onions
Source: “Baku-Meyveli” wholesale market

There was a price differential of more than
5 times during one production cycle. The most
unfavorable months for onion producers were
October 2016, September 2018, and July 2020.
Price changes have happened practically every
year, as shown in Figure 3. The sector's
further development is hindered by such price
volatility uncertainties.

Conclusions and prospects for further
research. According to the results of research
and analysis on price volatility in the agricultural
market, it has been determined that price volatili-
ty in the agricultural market poses a significant
risk for market participants and both developed
and developing countries follow regulatory poli-
cies to manage this risk. Regulatory policies re-
garding price volatility in the agricultural market
began to take shape mainly after the 1980s.

Fluctuations in prices are inevitable due to
climate change in the agricultural market, the
impact of diseases and pests, changes in popula-
tion and income levels, and other factors.

Especially in developing countries, the ex-
cess supply resulting from the increase in pro-

duction during the season causes a negative con-
dition and loss of income for the producers. Un-
certainty in the market regarding prices is one of
the main factors hindering the development of
agriculture. Because the unpredictable level of
income does not make producers interested in
expanding their activities.

From this point of view, in order to ensure
the sustainable development of the agricultural
sector in our country, it is necessary to minimize
the level of price volatility or to establish a
mechanism to compensate for the negative ef-
fects of this volatility.

The main decrease in prices of agricultural
products in Azerbaijan occurs mainly during the
production of fruits and vegetables. In the post-
production period, imported products dominate
the market. Regulatory policy should focus on
both reducing the seasonal losses of producers
and reducing dependency on imports in the post-
production period. For this purpose, it would be
appropriate to establish an intervention mecha-
nism that can quickly intervene in the agricultur-
al market in the country and to expand the logis-
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tics infrastructure, including the cold storage in-
frastructure.
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