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ABSTRACT 

THE PURPOSE of the present research is to examine the main author's opinions regarding the state 

policy and its intervention in the economy and in particular in the agricultural sector, and on this basis to 

draw out, systematize and summarize the main directions and arguments for and against the intervention 

of the state in the economy. METHODS: Based on a literature review should be grouped the different 

opinions of the authors studied this problem. We should make a comparative analysis of the negative and 

positive aspects of state intervention on the economy and taking into account the specifics of the 

agricultural sector. RESULTS: As a result of the research are summarized and analyzed the main 

tendencies and opinions about the need for state intervention in the economy. CONCLUSIONS: From the 

analysis made in the study, there is no unambiguous vision in the economic literature regarding the need 

of state intervention in the economy and agricultural sector. Despite all the arguments that are drawn 

against the state support, the state through its policies and measures intervenes in the financial and credit 

markets. Factors have been put forward to support the need of state intervention to prevent market failures 

such as monopolization of production, imperfect competition and others. Highlighted are examples of 

highly developed countries where the mixed type of governance and adequate state intervention positively 

affect the economy.  
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INTRODUCTION 
The question of state intervention was put in 

place centuries ago, but in the 1940s it became 

one of the most attractive among the scientific 

circles, provoked by the first commercial 

crises. According to Mill (1), "is one of the 

most lively in the present time ... of the 

political science and practice of government ... 

for the reasonable limits of the functions and 

spheres of government." State interference has 

its supporters and opponents in several schools 

over the years that continue in the present.  

Many authors have debated this controversial 

issue, which even today divides researchers 

into two opposing countries. One is firmly 
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behind the idea that state intervention is 

absolutely indispensable and necessary that 

without it the market can not cope with its 

shortcomings and failures. The others are 

behind the idea that state intervention is 

redundant and its implementation only leads to 

adverse consequences. They believe in the 

"Laissez faire, laissez passez"
1
. Both parties 

have the strong ground for asserting their 

positions with little motivation and evidence in 

their support. However, state support has 

always been and will always be in a certain 

form because, through its functions, the state 

controls the representatives of imperfect 

competition (monopolies and oligopolies) and 

                                                           
1
Translation - Let things go natural. This is the motto of 

economic liberalism, which actually reflects their notion of non-
interference in the economy. - Slavova-Nocheva, M. 2008. 

Liberalization of the transport market in the Republic of 

Bulgaria. XVIII International Scientific Conference "Transport 
2008". Scientific journal "Mechanics. Transport. 

Communications, Issue 8, pp. III-31-III-34 
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maintains competition by implementing a 

sustainable economic policy. (2)  
 

MATERIALS AND METHODS  
The study of the arguments for the need for 

state intervention is carried out through a 

theoretical analysis of author's opinions. The 

aim is to examine and group together the 

various opinions of the authors who studied 

this problem and to make a comparative 

analysis and a critical assessment of the 

negative and positive aspects of the state 

intervention on the economy as a whole and 

taking into account the specifics of the 

agricultural sector. 
 

State interference 

Supporters of state non-intervention are 

neoclassists and liberals. They believe that the 

market is so perfect that with its "invisible 

hand" it can handle every task and each defect 

that occurs, in a cheaper and better way than 

with foreign and outer interference. "They 

agree that the path to equality and prosperity 

implies a maximum free market and minimal 

state interference." (3) While supporters of 

Keynesian theory believe that the market is 

leading to a "element" that causes chaos and 

disorder in the organization of the economic 

life with unpredictable consequences such as 

major losses and social inefficiencies. It is not 

possible to derive unambiguous opinion in the 

literature on the involvement and the degree of 

implementation of state functions. Some 

authors are united around the view that state 

intervention is expressed in regulating market 

processes and others that it should be the "right 

hand" - an assistant to the business. It is 

appropriate to note Sedgwick's statement (4) 

which we believe is applicable to the modern 

economy, including the agrarian sector, 

namely that it does not follow that "whenever 

the "laissez faire" policy fails, the intervention 

of the government is appropriate because its 

inevitable shortcomings can in each case be 

worse than the flaws of private initiative. " 
 

Supporters of State interference produce 

various and important arguments in defense of 

their thesis. Marinova (5) believes that 

governments can create buffer stocks of 

production by buying it from the saturated 

market and thus preventing or mitigating the 

development of crises, while the private 

market can not afford such action. Another 

important argument is fundamental research 

that poses high risks and high costs, so they are 

not a priority for the private sector, whereas 

the state can finance, in part or in full, such 

projects. (5) 
 

The market itself maintains balance, but not 

absolutely, but partly. The task of the state at 

this time is to give more stability and to 

guarantee the community less development. 

The state is a correctional apparatus on the 

market, which requires rethinking the rules of 

the market mechanism. Through its functions it 

has to influence market relations - it can 

increase or decrease aggregate production in a 

sector and thus restore market equilibrium. 
 

According to some authors (2, 6), practice 

shows that state intervention is more likely to 

be used more in the more developing countries. 

It is a fact that some of the best economic 

results have been achieved in countries where 

governments have actively participated and 

have had a strong influence on economic 

activity. State intervention is well targeted by 

promoting the efficiency of bureaucracy, 

investment in education, selective support for 

specific economic sectors and the building of 

sustainable and effective export-oriented 

policies. 
 

According to Stiglitz (7) in developing 

countries, market defects are larger and the 

state's ability to cope with them is smaller. It 

identifies five key strands of the state: 1) 

promoting education, 2) promoting 

technologies supporting the financial sector, 3) 

investing in infrastructure, 4) preventing 

environmental degradation, and 5) creating and 

maintaining a social security network. 
 

Yankov (8) states that the role of the state in 

the normally functioning society is based on 

the laws that are being created and applied. By 

distinguishing the functions of the state from 

its power, in the sense of institutional 

efficiency, state and administrative capacity, 

the author rejects the assertion that the 

reduction in the scope of state functions leads 

to a weaker state. In support of this assertion, 

he states that there are countries with a limited 

perimeter of state functions but showing strong 

institutional efficiency. 
 

There are areas where, in a given production-

economic activity, the monopoly is inevitable. 

There the state's intervention is imperative, and 

sometimes even the government is in its hands, 

maintaining the controlling stock of 

monopolistic companies. Most of the natural 

monopolies that exist in the present are the so-
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called state monopolies. Examples include 

exchange rate regulation, money laundering, 

arms production and sale, and others. These 

monopolies are an exception, and the state 

does not apply an antitrust policy to them, and 

if it does, it is in exceptional situations. The 

interference is the granting of licenses to carry 

out state-monopoly activity or on a legislative 

basis. (9) 
 

On the other hand, there are many economists 

who are against the state intervention. Studies 

have shown that state intervention may be 

inefficient for production, the market and the 

economy as a whole. Some authors (10) do not 

support state intervention in specific sectors 

such as industry, but accept support to others - 

agriculture.  In their view, this disturbs the 

functioning of the market, resulting in a total 

loss of the country's wealth due to government 

failures. 
 

A further argument against state intervention is 

the inefficient allocation of resources - 

transferring them from one sector to another 

through the payment of taxes by the former. 

This conclusion is reached by Sakano and 

Obeng (11) after a study of equilibrium 

models. 
 

Taking into account the complexity of market 

relations, Manov (12) summarizes: "The 

simple fact is that the market does not always 

work effectively," as modern life and the 

surrounding environment are complex, so the 

state's intervention is imperative. The author 

makes it important to state that the state must 

not determine everything and intervene in the 

management of the individual business units - 

the enterprises, to favor one at the expense of 

others. Yakоkа (13) and Erhard (14) also share 

the need for limited state intervention in the 

markets. In this sense, they emphasize that "it 

is not the state that decides who will take the 

market, but not an entrepreneurial organization 

either, such as a cartel, but an exclusive the 

consumer." 
 

Despite the positive side of state aid, it is 

possible that these funds distort and disturb the 

competition on the market, so the European 

Union introduces some basic rules through its 

Competition Policy. State aid is limited, with 

the aim of avoiding the privilege of some of 

the beneficiaries. Long-term funding could 

lead to inefficient and unproductive sectors, 

thus omitting the emergence of new, more 

efficient and innovative industries with growth 

potential. Simeonova (15) gives an example of 

taxpayers' money allocated to subsidies, they 

could be used in other areas (education, 

healthcare, etc.) or reduced and thus reduced 

the tax burden. Thus, it determines the need for 

these State aid rules in order to eliminate the 

abuse of competition and to realize an open 

and competitive market. 
 

State intervention in the agricultural sector 

The agrarian sector is traditionally supported. 

In it the state intervention is applied with 

greater force than other sectors of the 

economy. Discussions are conducted in the 

scientific literature in what form and by what 

mechanisms state support is applied. Vachkov 

and colleagues (16) synthesize different 

opinions and views on this issue in two 

approaches - traditional and innovative. 
 

The traditionalists' approach, in turn, 

Brawerman and Rozenweig (17) follows the 

ideas of the Keynesian School supporters. 

Scientists are for more active state intervention 

in agricultural financing, focusing on direct 

financial interventions. 
 

On the other hand, representatives of the 

innovative approach believe that this is not the 

most effective way to finance agriculture. 

Their views are for minimal interference from 

the state. The main objective of the state, in 

accordance with its intervention on the market, 

is to create a favorable economic and social 

environment in order to facilitate the proper 

functioning of the agricultural markets and to 

provide the necessary financial resources for 

the activity of the agricultural entrepreneurs. 

According to some authors (18-20), the state 

should encourage investment in infrastructure 

and stimulate investment in human resources 

in rural areas. 
 

According to Yaron (19), the need for State 

intervention in funding in the agricultural 

sector is conditioned by the existence of some 

important barriers to its self-development as 

insufficient borrowing resources directed at 

farmers from private credit institutions; 

barriers of a financial nature related to the 

introduction of modern technologies; small, 

insufficient savings capacity and limited self-

financing opportunities for rural businesses. 
 

According to some authors (21, 22), the main 

factors for state intervention in agriculture are 

the low competitiveness of the sector, the 

specificity of the value chain, the power of the 
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electorate and political considerations. Other 

authors (23) consider that state intervention in 

agriculture is caused by the need to overcome 

market defects and the need to balance 

incomes of employed in different sectors of the 

economy. The income gap between rural and 

urban workers has always been positive for 

cities, so it is important to increase the income 

of rural workers. The authors propose specific 

government policies for the stated goal: 1) To 

increase the productivity of labor, which in 

turn leads to an increase in income and profit; 

2) Increase the production of products with 

greater elasticity of income; 3) Co-operation 

and consolidation of farmers. 
 

Park and Jensen (24) discuss the example of 

state intervention in the Agrarian sector 

through the power of the electorate and 

political considerations. Even in recent years, 

agriculture is a major livelihood in some 

countries in less developed regions around the 

world. Thus, in order to win this electorate, 

politicians purposefully support it in different 

forms and ways. Some of them even accept 

strong protectionism in order to achieve food 

security and independence, claiming that 

everyone must have permanent physical and 

financial access to food. (25) 
 

The next reason for State interference (26) is 

the possibility of eliminating part of the price 

shocks resulting from the conditions of 

international markets by protecting the internal 

market. 
 

According to some authors, the need for state 

intervention in the Agrarian sector is justified 

by its dependence on the natural and climatic 

conditions, the threat of spreading diseases and 

pests on crops and animals, the large time 

difference between capital investment and 

production, the dependence of productions on 

limited resources, such as farmland, increasing 

population and changing eating habits. 
 

Contrary to the supporters of state intervention, 

a number of researchers argue in favor of the 

claim that state intervention on agrarian 

markets is not necessary and even leads to 

negative consequences. Researchers (27), who 

are firmly supporters of non-intervention by 

the state in the agrarian sector, believe that 

there is a distortion in providing support to 

farmers. Aid is mainly provided by large and 

consolidated enterprises, and small and 

medium-sized enterprises are disadvantaged. 

Their relaxation is related to economic losses 

and very complex programs, the realization of 

which is associated with high public spending. 

Redirecting funds from other sectors to the 

agricultural sector by paying direct aid, not 

linked to the quantity, quality and type of 

output, is a good example of state intervention. 

If the cause of state intervention is to correct 

market imperfections, it is important to find 

and remove the source. This can be done by 

reducing transaction costs, regulating access to 

information, and more.  
 

RESULTS AND CONCLUSIONS  

While all researchers, who are not supporters 

of state intervention and point out different and 

important arguments, the functioning of market 

economies testifies that states support their 

intervention in the market through different 

policies and instruments. In some sectors of the 

economy, and in particular in the agrarian 

sector, its role is even stronger. In the present, 

discussions should not be held to have or not to 

have a state interference. In particular, the 

question we need to find an answer is in what 

form and by what mechanisms the state 

intervenes on the market. We adhere to 

Manov's view (12) that there is an objective 

necessity for state intervention in the 

functioning and development of the economy, 

but only in some spheres and in a certain form. 

Obviously, neither extreme side, for or against, 

is the right choice. Security in the economy is 

relative, and both sides are at some time united 

in the claim that the allocation of state support 

should be optimal.  
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