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Ainur S. Kenebayeva'
CUSTOMER'S WILLINGNESS TO PAY
FOR AGRITOURISM PRODUCTS

The primary purpose of the paper is to provide market information for rural tourism enter-
prises or family agritourism businesses about the actual willingness to pay (WTP) and to examine
customers' characteristics affecting it. The study investigates the influence of demographic features
on consumer’s WIP and identifies differences in WTP between consumers with high and low income
levels. The comparative analysis conducted is based on the independent samples T-test.
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Y ecmammi doseoeno, wo ocrnoeHumu 3a80anHAMU OOCAIONCEHHA € HAOAHH MAPKEMUH206I
ingpopmauii 0aa podunnozo OizHecy abo myponepamopie, w0 (OYHKUIOHYIOMb HA CiAbCbKUX
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Ilopisusaavnuii anaaiz npoeedeno na ocnosi kpumepito Cmurodenma 04 He3aaexncHoi ubipxu.
Karwwuosi caosa: comosnicmv naamumu; aepomypucmuuHuil npooyKm, MICbKi I CIAbCbKi
cnoxcusaui; Kazaxcman.
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3A ATPOTYPUCTUYECKUMU ITPOAYKT

B cmamve o6ocnosano, umo ocnoenbIMU 3adavamu UCCA€D08AHUS  ABAAIOMCS
npedocmasienue mMapKemun2060i uHgopmanuuu 0431 cemeiino2o OusHeca uau Myponepamopos,
dyHKUUOHUPYIOWUX HA CeAbCKUX MEPPUMOPUAX, OMHOCUMEIbHO 20MOGHOCIU nompebume.ei
naamumyo (T'III), a makxxce usywenue éausnus xapaxmepucmukx nompebumeaei na IIIII.
Ilpoanaausuposano eausnue demozpaghuueckux ocobennocmeii na I'TTII u onpedeaensvt pazaunus
6 I'III1 mexncoy nompebumensmu ¢ 6bICOKUM U HUIKUM YPOGHeM 00x00a. CpasHumeavHolli anaius
npoeeden na ocnoee kpumepus Cmviodenma 045 He3a6UCUMOU 6b100PKU.
Karouesvie caosa: 2omosrHocms naamums,; azpomypucmu4ecKuil npooyKm; 20poockue U ceabeKue
nompebumenu; Kazaxcman.

Introduction. The level of awareness on customers' willingness to pay is signifi-
cantly important in agritourism marketing, especially in product differentiation and
developing a price strategy. As applied to agritourism the willingness to pay is consid-
ered as maximum price a consumer is ready to pay for agritourism products (Smith
and Nagle, 2002). However, many companies usually do not pay due regards to the
role of willingness to pay during the process of implementing their pricing decisions.
For instance, Breidert, Hahsler and Reutterer (2006) state that "only 8 to 15% of all
companies develop pricing strategies based on likely buyer response behavior." Due to
the lack of understanding consumer's willingness to pay companies face a problem in
terms of gaining competitive advantage through pricing policies. Efficient pricing
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strategy leads to better demand management. Establishing prices, that in a relevant
way reflect willingness to pay of target consumers, helps to enhance competitiveness
and potential profit (Wedgwood and Sansom, 2003).

There seems to be limited research on the purchase intention of agritourism
products (Zhu and Wu, 2012). In this regard, the paper aims to explore how demo-
graphic characteristics such as the level of income and living area affect the willing-
ness to pay. Thus, we contribute to expanding the knowledge on purchase intention
in agritourism. Moreover, investigating customers' willingness to pay for agritourism
products in Kazakhstan, the current research fills in a gap in tourism research.

Literature Review on Agritourism Products and Factors Affecting Pricing in the
field. Agritourism is a form of sustainable tourism which has been globally recognized
as a strategy of rural development and agricultural diversification (Wicks and Merrett,
2003; Sonnino, 2004; Arroyo, Barbieri and Rich, 2013). Being the innovative form of
tourism business agritourism provides a wide range of services. Relying on the theory
developed by Sznajder et al. (2009) it is generally assumed that agritourism products
and services are classified according to specific criteria. The first criterion is closely
associated with seasonality context, while the second one is related to the group of
services and products in agritourism offerings. Depending on the seasonal character
products and services in agritourism are divided into two groups, such as constantly
and seasonally available offers. Since constantly available products and services do
not depend on weather conditions they can be offered all year round. However, a con-
siderable part of agritourism products and services are temporary offers having a sea-
sonal character. In comparison with agritourism offerings available during the whole
year temporary services are quite expensive.

Sznajder et al. (2009) argue that in many countries with well-developed tourism
industry tourism services are provided all year round. For instance, recreational serv-
ices on the Mediterranean islands are usually provided continuously during the whole
year, thus prices are relatively not high. Despite this, there is an interesting fact here,
in some countries prices for temporary agritourism services are relatively low instead
of being high as usual. Such kind of situation depends on how agritourism is per-
ceived. At the initial stage of development agritourism is perceived as a cost effective
business that is why prices for all forms of agri-recreation are lower than for other
tourism forms. This is also the result of the aim to attract more tourists. However, the
increasing demand for tourism within natural and rural context can significantly
change the character of agritourism. Various VIP services in agritourism can also
impact the prices. In the near future it is projected that the prices for agritourism
offers will be becoming higher and higher (Sznajder et al., 2009). Based on this, the
factors affecting pricing in agritourism can be summarized as follow:

- seasonality;

- increasing demand for rural recreation;

- expanding assortment of agriproducts.

Agritourism offers a diversity of products and gives an opportunity to vary agri-
tourism offerings from the basic to VIP services. Depending on the resource condi-
tions it allows creating different agritourism services able to satisfy the needs of dif-
ferent tourist segments, simultaneously establishing a relevant pricing policy varied
from the cheapest to the most expensive.
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Carpio, Wohlgenant and Boonsaeng (2008: 255) identify agritourism as "visits to
farm, ranches, and other agricultural settings with recreational purposes. It may
include farm stays, pick-your-own produce, children's educational programs, petting
zoos, on farm fishing, hunting”. On the other hand, agritourism can be considered as
a unique form of tourism which creates a market opportunity for retail trade in rural
areas. Due to direct sales not only farmers and households providing agritourism serv-
ices, but also rural community and small local enterprises take an opportunity to real-
ize farm goods. Thereby, it helps to create the so-called rural retail networks and satis-
fies the increasing demand of consumers in terms of organic products (Sznajder et al.,
2009). Offerings related to direct farm sales as an important agritourism service is pro-
vided especially for agritourists while accommodating them in a farm. Agritourists
according to their needs can buy various kinds of vegetables, fruits and animal prod-
ucts. With reference to pick-your-own type sales, it is usually organized by agritourism
providers during harvesting periods to enable agritourists to enjoy real contact with
nature, and at the end of activity to buy picked products (Ezung, 2011). According to
the practice, implemented successfully all over the world, different kinds of sports are
used as a form of important agritourism attractions between many tourism service
providers. One of the most popular agritourism activities is riding, in particular horse
riding. Since hunting and fishing usually take place in rural areas the connection of
these sport activities to agritourism can be also easily justified. Moreover, hand falcon-
ry is considered as a typical product of agritourism. Falconry has a quite big populari-
ty in Kazakhstan, particularly in the central part of the country and could be developed
as one of the main agritourism attractions. However, falconry is considered as a quite
expensive form of agritourism product, and in this regard it is especially important to
identify how much money consumers are ready to spend on such kind of experience.
As Sznajder et al. (2009) recognize, services associated with sport requiring large
spaces can also vary from the most common, such as walking and riding a bicycle, to
the most complicated and relatively expensive forms like golf or lawn tennis.
Furthermore, agritourism products include educational or farm tours usually offered
to consumers as popular entertaining activates. Educational tours are usually organ-
ized with the aim to enable tourists to have close contact with local culture and nature.
In many countries it is associated with national parks. Farm tours are provided with the
purpose of demonstrating picturesque local landscapes, rural villages, and ancient his-
torical places in order to make agritourists familiar with history, culture and traditions
of local people within natural context. According to the classification of agritourism
products suggested by Sznajder et al. (2009) the study investigates consumer's willing-
ness to pay for several offerings including bicycling, pick-your-own activities, farm
tours, falconry, fishing, horse riding and B&B agri-accommodation.

Agritourism Development and Income Distribution between Rural and Urban
Population. Tourism in Kazakhstan has acquired fundamentally different develop-
ment path since the advent of independence in 1991. Previously perceived as an
undeveloped part of Soviet Union, the country had no chance to create its own image
as a tourism destination with unique features. Nowadays within the framework of
"Governmental program on accelerated industrial-innovative development of the
Republic of Kazakhstan" and "Strategic Plan of Tourism Development for
2011—-2015" special priority is given to tourism in the country as a profitable sector of

AKTYAJIbHI TTPOBJIEMWN EKOHOMIKW Ne4(154), 2014



AEMOTIPA®ISI, EKOHOMIKA MPALI, COLIAJIbHA EKOHOMIKA I MOJIITUKA 347

the economy, thereby tourism industry is supported on the governmental level
(Kurmangaliyeva, 2010).

However agritourism in Kazakhstan is being developed on its own terms without
a discrete strategic guidance. There is a lack of regulations established and approved by
state especially for agritourism in Kazakhstan. In other words, agritourism providers
are operating tourism business on their own initiative these days. Tourism offerings
organized in a form of agritourism packages are gradually spreading in Northern and
Southern parts of the Republic, including Burabay resort and Zhetisu region. Special
offerings such as experiencing nomadic lifestyle in ethno-villages are provided by
tourism enterprises, while individual owners lease private rural houses to vacationers
for accommodation. In most cases it is basically family-run small businesses. In gen-
eral, agritourism in Kazakhstan is not formed as a well-developed tourism concept,
and despite the existence of several rural tourism business initiatives it is still a new
emerging sector of national tourism industry. But for local families' initiative, develop-
ing agritourism in rural areas requires external investment and sufficient supports in a
form of government subsidies (Capriello and Rotherham, 2008). Furthermore, Calado
et al. (2011: 164) state that "the process of development must occur at the local level"
and makes a special emphasis on cooperation of all social institutions. As European
practices show agritourism development measures will be successful, if its implemen-
tation and further development is regulated and there is a well-planed overall strategy
established by government (Bull, 1999). Therefore, elaborated policy instruments for
agritourism development and promotion, coordination centers ensuring professional
assistance are needed for the Republic of Kazakhstan, especially at the initial stage of
tourism development (Fleischer and Felsenstein, 2000).

According to the latest statistical data, population living in rural areas in
Kazakhstan takes 45.32% of the total population (Agency of Statistics RK, 2012: 8).
The average income of rural residents is significantly lower than the income of urban
residents. Previous researches conducted on households revealed that in the first
quarter of 2012 the proportion of population with the income below the cost of living
amounted to 3.9%. Compared to 2011 it was lower by 1.6%. However, the proportion
of rural population with the income which is below the living costs has exceeded the
proportion of urban population 4 times and reached 6.6% (Agency of Statistics RK,
2012). Figure 1 demonstrates the overall statistics.
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Figure 1. The proportion of population with the income below the cost of living,
developed by the author (Kenebayeva, 2012)
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During 2004—2010 special measures aimed at economic development of rural
areas and improvement of rural population's well-being were realized within the
framework of governmental program on the encouragement of small and medium
enterprises (SME), and the program demonstrated positive results. Provision of
microloans aimed to increase the level of income as well as to prevent poverty in rural
areas has demonstrated positive effect in motivating local people. Rural people had
been provided with special loans in order to enable them to start their own business.
Governmental support to SMEs had led to the increase of income generated from
entrepreneurship in rural areas. However, between 2006 and 2010 the income gener-
ated from self-employment and entreprencurship did not increased as before, all the
indicators showed the decline from 11.8% to 9.6% (Sange Research Center, 2011).

Under the existing conditons agritourism in Kazakhstan can be considered as a
supplementary strategy assisting to foregoing supportive measures and social pro-
grams provided by the local government because it has significant role for rural econ-
omy, especially in terms of opportunities for generating extra income and creating
more jobs (Fleischer and Felsenstein, 2000). Agritourism has a favorable effect on the
territorial balance by stabilizing depopulation processes caused by massive migration
from rural areas (Mortan, 2006). Furthermore, agritourism is a cost effective business
activity that does not require expensive infrastructure, since it could be developed
easily based on the existing resources of most households, farms and ranches (Wilson
et al., 2001). However, it is argued that agritourism is not considered as a real job
opportunity because it basically creates additional family works or part-time jobs
rather than full time sustainable jobs with regularly paid salaries. In spite of this agri-
tourism is able to make greater contribution if it takes primary role in household's
activities. In other words, agritourism is efficient when a considerable part of income
comes from tourism instead of agricultural activities (Calado et al., 2011). Trunfio et
al. (2006: 428) claims that "in European context small, independent accommodation
enterprises play a vital role in terms of contribution to national and European GDP
and tourism employment". Since the common agritourism offering is associated with
a provision of overnight tourist accommodation, it is suggested to implement and
support such kind of business activities in rural regions in Kazakhstan in order to
overcome economic decline in rural areas and improve economic conditions for local
people. Measures on tourism development in rural territories are usually crowned
with success if taken in regional scope with the collaboration of local government
administrations, SMEs and other public institutions (Wilson et al., 2001).

Developing the Research Hypothesis. Ashutosh (2007) reveals 5 main factors that
impact the willingness to pay such as customer perceptions, customer characteristics,
customer circumstances, customer situational factors, and market environment. The
current study focuses on customer characteristics and aims to investigate the influ-
ence of demographic features, in particular, income level and geographical location
on consumers willingness to pay. It is emphasized that differences in customer's will-
ingness to pay depend on individual customer characteristics (Ashutosh, 2007).
Relying on this, two research hypotheses have been developed:

Hypothesis 1: Consumers with high income level have a greater WTP for agri-
tourism products than consumers with low income.
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Hypothesis 2: Urban consumers have a greater WIP for agritourism products
than rural consumers.

Research Design and Sample Description. According to Wedgwood and Sansom
(2003) a study on willingness to pay is generally conducted in 3 following ways:

1. Observation of paid prices at different markets.

2. Investigation of consumers' expenditures based on focus group interviews.

3. Direct questioning of customers on their willingness to spend a certain
amount of money for certain products or services.

In order to get knowledge about the real consumers’ solvency, the third way is
selected as a data collecting approach. The survey was conducted in the cities of
Zhezkazgan (central region), Aktay (South-Western region) and neighboring rural
areas during the period from February till April of 2013. Questionnaires were ran-
domly distributed to urban and rural population, and the sample size was 400 people.

In general, 400 questionnaires have been distributed, and the total of 285 useable
surveys were received from respondents showing the overall response rate of 71.25%.
Income distribution statistics represents that the average income level of rural respon-
dents is considerably lower than that of urban respondents. 46.8% of rural residents are
earning less than 300 USD per month, while considerable part of urban consumers
(30.7%) indicates their average income per month corresponds to 301-500 USD.
More detailed description of characteristics of the urban and rural samples is given in
Tablel.

Table 1. Consumers’ Characteristics: Income Level and Living Area,

developed by the author
Urban Consumers Rural Consumers
(n = 176) (n = 109)
Average income per month Number % Number %
Under 300 USD 40 22.7 51 46.8
301-500 USD 54 30.7 19 174
501-700 USD 28 15.9 12 11.0
701-1000 USD 26 14.8 15 13.8
Above 1000 USD 28 159 12 11.0

The Research Findings. The research hypotheses have been tested relying on the
independent samples T-test. According to the fist hypothesis the relationship between
willingness to pay and the main demographic characteristic of customers represented
by the level of average income has been examined. The study analyzed consumer's
willingness to pay in terms of certain agritourism products including pick-your-own
activities, horse riding, fishing, falconry, farm tours, bicycling, and one night B&B
accommodation. The findings of the study revealed that the willingness to pay is
affected by average income level. Furthermore, the results of independent samples T-
test showed there is a significant difference (p = 0.000 Sig 2-tailed) between 2 cus-
tomer groups with different demographic profiles (Table 2). The empirical findings of
the research justified that consumers with high income level have greater willingness
to pay than consumers with low income for agritourism products, which is clearly
represented by differences in mean scores (Table 2). More detailed information on
customer's willingness to pay for agritourism products is comprehensively demon-
strated in Table 3, and as it can be clearly seen from indicators, consumers with high
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level of income are ready to pay higher prices for agritourism products comparing to

people with low income.

Table 2. Group Statistics and T-test results, developed by the author

Average income per month
less 300 USD | above 1000 USD T-test

Agritourism Products n=91 n =40
Std. Std. ) Sig (2-
Mean Deviation Mean Deviation t-value tailed)
One night B&B agri-accommodation | 1.96 1.483 3.33 2.018 -3.858 0.000
Pick your own product 1.42 761 3.38 1.764 -6.747 0.000
Horse riding 213 1.231 4.03 1.387 -7.796 | 0.000
Fishing 1.64 949 3.88 1.556 -8.434 | 0.000
Falconry 1.27 616 223 1.672 -3.493 | 0.000
Bicycling 1.47 821 3.30 1.786 -6.190 | 0.000
Farm tours 210 1.350 4.35 1.292 -8.902 0.000

*p<0.05.

Table 3. Customer’s Willingness to Pay for Agritourism Products, %,
developed by the author

Average income per month
Preferable Prices | <300 USD|301-500 USD|501-700 USD| 701-1000 USD | , 2P0
1000 USD
Willingness to pay for B&B
35 USD 46.7 23.8 133 10.5 5.7
36—-50 USD 329 23.7 15.8 11.8 158
51-60 USD 114 28.6 14.3 171 28.6
61-70 USD 17.2 31.0 24.1 20.7 6.9
71-80 USD 33.3 44.4 0.0 222 0.0
81-100 USD 17.6 17.6 11.8 23.5 29.4
more than 100 USD 14.3 28.6 0.0 21.4 357
Willingness to pay for Pick your own
3 USD 389 26.3 13.8 13.8 72
4—6 USD 34.7 32.7 18.4 10.2 41
7-9 USD 214 321 179 179 10.7
10—12 USD 20.0 6.7 20.0 20.0 33.3
13-15 USD 0.0 1.5 0.0 19.2 69.2
Willingness to pay for Horse Riding
4 USD 41.5 30.9 12.8 10.6 4.3
5-7 USD 39.6 313 16.7 8.3 4.2
8-10 USD 323 29.2 16.9 10.8 10.8
11-13 USD 231 15.4 231 269 11.5
14—16 USD 11.5 11.5 5.8 25.0 46.2
Willingness to pay for Fishing

4 USD 424 30.3 13.6 8.3 5.3
5-7 USD 40.0 24.4 178 15.6 22
8-10 USD 26.7 26.7 178 17.8 1.1
11-13 USD 19.0 28.6 14.3 19.0 19.0
14—16 USD 24 9.5 71 26.2 54.8
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Continuation of Table 3

Average income per month
Preferable Prices above
less 300 USD|301-500 USD|501-700 USD| 701-1000 USD 1000 USD
Willingness to pay for Falconry
70—100 USD 36.1 24.3 129 153 114
101-120 USD 324 24.3 24.3 8.1 10.8
121-150 USD 179 46.4 14.3 10.7 10.7
151-170 USD 25.0 25.0 25.0 0.0 25.0
171-200 USD 0.0 7.1 0.0 28.6 64.3
Willingness to Pay for Bicycling
4 USD 40.1 287 12.7 10.8 7.6
5-7 USD 281 281 211 17.5 5.3
8-10 USD 30.3 30.3 121 121 15.2
11-13 USD 10.0 20.0 30.0 30.0 10.0
14-16 USD 36 0.0 3.6 25.0 67.9
Willingness to Pay for Farm Tours

3 USD 40.2 29.5 14.3 12.5 36
4—-6 USD 34.0 32.0 18.0 14.0 2.0
7-9 USD 34.3 25.7 14.3 229 29
10-12 USD 30.0 30.0 10.0 133 16.7
13—-15 USD 13.8 10.3 121 13.8 50.0

The results of the independent samples T-test conducted on the second research
hypothesis defined there is no significant difference in the willingness to pay between
2 customer groups depending on the living area. However, only one exception needs
to be mentioned regarding the pick your own activity with p = 0.007 Sig 2-tailed,
showing that urban consumers (mean = 2.05) have greater willingness to pay for this
than rural consumers (mean = 1.64) (Table 4).

Summarizing the research findings it can be concluded, that customers' demo-
graphic feature of income level has stronger impact on the willingness to pay than
their geographic location.

Table 4. Group Statistics and T-test results, %, developed by the author

Variables Average income per month
urban rural T-test
Agritourism products n =176 n =109 -
Mean Std. Mean Std. t-value | 2§ (2
Deviation Deviation tailed)
One night B&B agri-accommodation | 2,64 1,849 237 1,591 1,332 | 0,184
Pick your own product 2,05 1,405 1,64 1,093 2707 | 0,007
Horse riding 2,71 1,575 2,50 1,295 1,251 0,221
Fishing 2,38 1,529 2,14 1,371 1,359 | 0,175
Falconry 1,64 1,087 1,45 1,004 1,451 | 0,148
Bicycling 2,03 1,412 1,77 1,086 1,732 0,084
Farm tours 2,56 1,577 2,53 1,573 0,158 | 0,874

*p < 0.05.

Conclusion. This paper analyzed the influence of demographic features on con-
sumer's willingness to pay, and identified a difference in willingness to pay between
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consumers with high and low income levels. The study concludes that consumers
with high income level are more willing to pay higher prices for agritourism products
than consumers with low income level. Although, the indicators show that the
income level in rural areas is lower than in urban areas, it is revealed that the willing-
ness to pay does not significantly differ depending on their geographic location. These
findings offer useful implications for agritourism service providers in terms of devel-
oping price strategies, accurately able to reflect customers' WTP, thus to gain com-
petitive advantage against business rivals.
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KHUXXKOBWIA CBIT

CYYACHA EKOHOMIYHA TA FOPHITYHA OCBITA
MPECTIKHUI BUIIMI HABYAJTbHUIT 3AKTIAJL

HAITOHAJIBHA AKAJTEMIA YITPABJIIHHSA

Vkpaina, 01011, m. Kuis, Bys1. [lanaca MupHroro, 26
E-mail: book@nam.kiev.ua

Tent./dakc 288-94-98, 280-80-56

TpancHanionanbHi Kopnopauii: HaByaibHuii nocioHnk. —
K.: HamionanbHa akaaemis ynpasiinasg, 2008. — 240 c.
Llina 6e3 noctaBku — 25 IpH.

Astopu: O.B. 3ap'sanoBa, B.€. Caxapos.

Y HaBUAJTbHOMY MOCIOHMKY BUKJIAIEHO TEOPETUIHI
OCHOBM BUHMKHEHHS, CTAHOBJICHHS Ta pO3BUTKY TpaHC-
HalliOHAJIbBHUX KOPITOpalliii, MeXaHi3M IXHbOTO (DYHKIIiO-
HyYBaHH$ Ta BIUIMB Ha CBIiTOBY €KOHOMiKY. Po3risHyTo
CHUCTEMY HalliOHAJIBHOTO i MiXKHAPOIHOTO PETyJIIOBAHHS
THK.

ITociOHMK MICTUTh TaKOX CHUTYyaliliHi BIpaBH, 11O
JI03BOJISIE 3aKPIMUTU TEOPETUYHI 3HAHHS 1IUISIXOM BUKO-
HaHHSI TPAaKTUYHMX 3aBAaHb Ta OOTOBOPEHHS CUTYallili-
HUX BIPaB.

ITpu3HaueHmit TSI CTYIEHTIB Ta BUKIagadiB By3iB. [1ociOHMK cTaHe KOPUCHUM
BCIiM, XTO 1IiIKaBUThLCS MPOoOIeMaMy TpaHCHAIliOHAaJTi3allii CBiTOBOI €EKOHOMIKM.
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