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This paper is analysing the impact of world market price changes on the livestock dynamics in Russia. 
We begin our discussion from considering a livestock decline in Russia ever since the transition period started. The decrease in livestock accounted for over 62, 5% during the last 15 years. 

In the first part of the paper we discuss, how the preconditioned situation, which existed before the crash of the USSR, could have influenced on the further decline of this sector. The pre-reform situation resulted mostly in technological and production inefficiency. Extensively functioning agriculture continued to reproduce its outcome because of the huge state support. At the same time consumers had to be also subsidized in the Soviet economy. As a result these two types of subsidies: consumer’s and producer’s ones were heavy burdens on the state budget. Due to the oil crisis and whole economy stagnation this support had to be slowed down and even eliminated beginning with the end of 1980s. The economic and agricultural reforms were urged to help the situation.
In our study we offer a special structure to determine, how macroeconomic factors, reforms and agricultural policies in transition created economic conditions, which forced supply and demand of beef production in Russia to decline. In this paper we are considering different policies, but concentrating on price and trade liberalization from domestic and international perspectives. Price and trade liberalization reform resulted in elimination of subsidies and changes in market infrastructure. A new monopoly-type domestic market was created under the free trade, which happened to be a depressing factor in further development processes. 
Price and trade liberalization reform created conditions to depress livestock sector not only from domestic perspective - monopoly-type power, but also from international perspective - low world market beef prices. 
The next part of the article is devoted to a world market beef price changes and the Russian livestock sector dynamics. According to the USDA research paper (2002), if European export beef subsidies were eliminated, the EU would continue to be non-competitive in exports of beef, as a result European beef export would be severely limited or eliminated. This would drive up world prices of livestock products, which would slightly increase US beef production. Basing on this USDA study we want to make an assumption that livestock in Russia will also increase due to increased world market prices for beef. We are building up the econometric model for that purpose, which should show us how much the livestock amount in Russia will change if a beef price will start to increase.
Using this model we want to prove, that if world market beef price and domestic Russian beef price will rise up then, under the condition of perfect competition, the quantity of livestock should have to be also increased.

If the Model will show us these results, then we will make a proposal how to stop the decline of livestock in Russian Federation, or even to increase the number of animals available. That is, first, to concentrate government policy on elimination of non-competitive behaviour of economic agents and, second, to further promote world market liberalisation processes. 
But since the Model is under the developing process till now, the true results and proposals would be reported in the ready paper in November 2006.
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