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DEVELOPMENT AND COMPETITIVENESS OF
SMALL AND MEDIUM ENTERPRISES IN KAZAKHSTAN

Development of small and medium-sized enterprise is the basis of any economy. The experience
of developed countries shows that the creation and development of small and medium enterprise gives
opportunity for economic recovery. Also it helps to form and develop a competitive environment and
overcome sectoral and regional monopolies. Moreover, there is a saturation of the market in goods
and service. It also can carry out de-monopolization of the economy. Furthermore, through developing
technological progress, the tangible and intangible resources can be used effectively. Also, it can lead
to increase export potential of country and it can be foster to format the middle classes, which is one of
the key factor of sustainable development of country. These benefits contribute to the fact that small and
medium enterprise is an essential element of the market economy, attractive to hundreds of thousands
of people. This article examines the current condition of the small and medium enterprises in Kazakhstan
and its competitiveness. In addition, there was described contribution of Kazakhstani small and medium
enterprises to gross domestic product of the country. The weakest indicators in Kazakhstani small and
medium enterprises development are low rate of real annual sale growth, low share of companies ob-
tained international certification, low share of companies using websites, low percentages of companies
investing in research and development activities. As the main obstacles of running business-high tax
rates, corruption and access to finance were determined. In the conclusion were provided the suggestion
for raising the level of competitiveness of Kazakhstani small and medium enterprises.
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A.TT. XKanwbiabik, Ciort AndpaH
KaszakcraH wafbiH )KdHe opTa K9CiNnKepAiKTiH 69cekere KabiAeTTiAIri xaHe Aamybl

LLafbiH >keHe opTa KaCIMKEPAIKTIH AaMybl KE3 KeAreH 3KOHOMMKaHbIH Heridi GOAbIMN TabblAaAbI.
AambiFaH eApepAiH TexkipnbeciHe cyiieHe KeAcek, LWafblH XXKoHe opTa OM3HECTi AaMbITy, OA 3KOHO-
MMKaABIK aKyaAAbl KaATbIHA KEATIpYre MyMKiHAIK 6epeai aen kepceTeai. CoHAaM-ak, LWafFbiH XXKoHe opTa
6msHec Goacekere KabIAETTI OpTaHbl KAAbINTACTbIPYFa KOHE CAAAAbIK, MeH OHIPAIK MOHOMOAMSIAAPABI
>KeHyre kemekTeceAi. CoHbIMEH KaTap, TEXHMKAAbIK MPOrpecc KYLEeNTy apKbIAbl MAaTEPUAAABIK Ko-
He MaTepuraAAblK emMec pecypcTapAbl TMIMAI MmarmaasaHyra 6oaasbl. CoHAalM-ak, eAAiH 3KCMOPTThIK,
MOTEHUMAAbIH apTTbIpyMeEH KaTap, KOFamMAa opTa TanTapAblH KaAbINTacybliHa cenTiriH Turizeai. Ocbl
aTaAfaH akTopAap eAAi TypakTbl AaMyFa >Kafaal >kacaiAbl. bya Makarasa KasakCTaHHbIH, WaFbIH »Ka-
He opTa KaCiMopbIHAAPAbIH Ka3ipri >karaaiibl XXeHe OHbIH 6acekere KabiAeTTiAir kapacTbipbiAaabl. Co-
HbIMEH KaTap, €AAIH >KaAMbl iLKi ©HIMIHIH, Ka3aKCTaHAbIK LUAFbIH >XOHE OpTa KaCiNMopbIHAAPAbIH YAe-
Ci aHbIKTaAbIM, cMiaTTaAaabl. KasakcTaHABIK LLAFbIH XKOHE OpTa KOCiMOpbIHAAPAbI AAMbITY €H 9ACI3
KepCceTKiluTepi MbIHAAAP: HAKTbl XKbIAABIK, CaTbIAbIMHbIH ©CY TOMEHAIT, XaAblKapaAblK, cepTudurkaTka
Me KOMMaHUSIAAPAbIH YAECIHIH TOMEHAIr, BeO-CamTTapAbl MarMAaAaHaTbliH KOMMAHMSIAAPAbIH YAECi-
HiH TOMEHAITI, FbIAbIMM-3EPTTEYAI AAMbITYAaFbl MHBECTMLMS MOALLEPIHIH a3AblFbl OOAbIM TaObIAAAbI.
LLlarbIH XKeHe opTa KaCIMKEpAIKTI KaAbINTACTbIPyAa HETI3ri KeAepriAepAiH, Oipi — CaAbIK MOALLEPIHIH
>KOFapbl OOAYbl MEH AAE XKEMKOPABIKTbIH epLyi 60AbIN Tabbiraabl. MakaAaHbIH KOPbITbIHABICbIHAQ,
Ka3aKCTaHAbIK, LLIAFbIH XKOHE OpTa KaCiMOPbIHAAPAbIH Oacekere KaGIAETTIAINH apTTbipy YLUiH YCbi-
HbICTap KapacCTbIPbIAAAbI.

Ty¥iH ce3aep: WwarblH >KoHe opTa KaCinkepAik, 6acekere KabiATTIAIK, MEMAEKETTIK KOAAQY.
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A.T'. XKanwbliabik, Ciort AndbaH
Pa3BuTHE M KOHKYPEHTOCMOCOOHOCTb MAAOTO U CPEAHEro NpeAnprMHUMaTeAbCTBa B KazaxcraHe

Pa3BuTHE MAAOTO M CPEAHEro NMPeANnPUHMMATEAbCTBA IBASIETCS OCHOBOW AOOOM 3KOHOMMKM. OrbIT
pasBUTbIX CTPaH MOKa3bIBAET, YTO CO3AAHME M PA3BUTME MAAOTO M CPEAHEero b13Heca AAeT BO3MOXK-
HOCTb AAS BOCCTAHOBAEHMSI 3KOHOMUMKMK. Kpome Toro, oHa nomoraeTt (popMMpoBaTh M pa3BMBaTb KOH-
KYPEHTHYIO CpPeAy AAS MPEOAOAEHMS OTPACAEBbLIX M PErMOHAAbHbBIX MOHOMOAMM. A TakXXe MpPOMCXO-
AMT HacCblleHWe pblHKa TOBapamMu M ycAyramm. OHa Tak>Ke MOXKEeT OCYLLeCTBASTb AEMOHOMOAM3ALMIO
3KOHOMMKMN. M 3A€Cb HY>KHO MOAYEPKHYTb, YTO 3a CYET Pa3BMTMUI TEXHMUYECKOro rnporpecca Mare-
pUaAbHble M HemMaTepMaAbHble Pecypcbl MOryT ObiTb 3hEKTUBHO MCMOAb30BaHbl. Kpome Toro, ato
MOXKET MPUBECTU K YBEAMUYEHMIO SKCTIOPTHOrO MOTEHLMAAA CTPaHbl M ObITb MPUEMAEMbIM AASE (DOPMM-
POBaHMS CPeAHEro KAacca, KOTOPbI SBASETCS OAHMM M3 KAIOUEBbIX (hakTOPOB YCTOMYMBOrO pa3BmTHS
CTpaHbl. TU NPENMYLLIECTBA CMIOCOOCTBYIOT TOMY, UTO MaAbIi U CPEAHMIT BU3HEC SBASIETCS OAHUM M3
Ba>KHENMLLIMX SIAEMEHTOB PbIHOYHO 3KOHOMMKM, NMPUBAEKATEABHOM AAS COTEH ThICIY AlOAEN. B aAaHHOM
CTaTbe pPacCMaTpMBAETCS TEKYLIEee COCTOSIHME MAAOro M cpeaHero 6usHeca B KasaxcraHe M ee KOH-
KypeHTocnocobHocTn. Kpome Toro, GbiA OMMcaH BKAAQA Ka3axCTaHCKMX MaAbIX M CPEAHMX MPEAMNpusi-
TUI B BAAOBOM BHYTPEHHMIA MPOAYKT CTpaHbl. Camble cAabble nokasaTeAn B Ka3axCTaHCKOM PasBUTUM
MaABIX 1 CPEAHUX MPEANPUSATUIA — 3TO HM3KME TeMMbl PEAAbHOrO FOAOBOr0O POCTa MPOAAXKM, HU3Kas
AOAS KOMIMaHW, MOAYYMBLUMX MEXKAYHAPOAHbBIN CepTUGMKAT, HU3KAA AOAS KOMMAHMIA, MCMIOAb3YIOLMX
Be6-CaiThbl, HU3KMIA MPOLIEHT KOMMAHUI, MHBECTUPYIOWMX B HAYUYHO-MCCAEAOBATEAbCKMX M OMbITHO-
KOHCTpyKTOpCKME paboTbl. B KauecTBe OCHOBHbIX MPEnSTCTBUIA BeAeHMs Ou3Heca ObiAM OMpPeAEAEHb!
BbICOKME HAAOrOBblE CTaBKM, KOPPYMUMS M AOCTYN K (pMHaHCMpoBaHMIO. B 3akAloueHne Gbian npe-
AOCTaBAEHbI MPEAAOXKEHMSI OTHOCUTEABHO MOBbILLIEHUS YPOBHS KOHKYPEHTOCMOCOOHOCTM Ka3axCTaHC-

KMX MaABIX U CPEAHMX MPEATPUATUIA.

KAtoueBble CAOBa: MAAOE U CpeAHEE NMPEANPUHMMATEABCTBO, KOHKYPEHTOCMOCOBHOCTb, FOCYAQpPCT-

BEHHas MoAAEpP>KKa.

Introduction

Development of small and medium-sized
enterprises recognized as the core of any economy.
Without the development of small and medium
enterprises is difficult to talk about the stability of
the macroeconomic situation of country. This is
why, since independence of Kazakhstan small and
medium business has been identified as an important
sector of the economy.

In Kazakhstan, the development of small and
medium business is one of the priorities of state
policy. Its successful implementation determines the
further economic and political development of the
country.

Further strengthening the business environment
was given extraordinary attention in the Message
President of Kazakhstan “New Kazakhstan in the
new world” from March 28, 2007, which defines the
successive steps to support SMEs.

The government of Kazakhstan recognized
that diversification of industries is required to
minimize the risks resulting from its excessively
resource dependent economic structure. This
means industrial diversification should be realized
in order to achieve sustainable, stable and
long-term economic development in Kazakhstan.
Furthermore, these efforts should be pursued
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through the expansion and diversification of the
SME sector. This is because in general, SMEs
play a positive role in establishing the foundation
for the stability of a nation’s economy,
activating the development of the economy,
expanding the export base, and advancing the
industrial structure. The contribution of SMEs
to Kazakhstan’s economy is very limited, and
SMEs in Kazakhstan are not well developed.

This is way, Kazakhstan government is taking
account to develop and support SMEs. For example,
in the implementation of the Concept of Transition
of Kazakhstan to Sustainable Development for
the period of 2007-2024 particularly importance
is placed on efficiency and sustainability of small
businesses, the establishment with their participation
of new economic relations, including the foreign
economic relations, activation of the production and
innovation [1].

Experimental part

SMEs play a positive role in establishing the
foundation for the stability of a national economy,
activating the development of the economy, expanding
the export base, and advancing the industrial structure.
SME:s have played a fundamental role in the evolution
of the economies of developed countries.

In 2015 the number of registered SME
enterprises enlarged to 2.3%, and the total
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number of SME had reached 1,756 thousand
enterprises. Their shares to active enterprises are
estimated to be 96.5% [2].

The biggest growth among all sectors was
registered in service, trade real estate and education.
In 2015 dynamic of registered and active SMEs
showed a positive growth tendency. Generally the
dynamic of growth of SMEs was started from 2010.

Table 1 shows the growth tendency for the last 10
years [3]. If specifically say, the number of registered
SME enterprises have grown to 123%, among these
active registered SMEs accounted for 77% [4].

In absolute numbers, amount of registered
SMEs has increased to 1242 thousand units in 2015
compared to 2005, while the amount of active SMEs
has extended to 735 thousand units[5].
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| —+—The growth of active SMEs% | 100 113 | 126 | 138 | 126 | 130 | 167 | 160 | 175 | 177 | 180
+Thegr°"vst|c|§sfl;fgi5ter6d 100 113 | 127 | 140 | 131 | 161 | 180 | 188 | 217 | 223 | 240

Source: Fund of entrepreneurial development «Damuy, www.damu.kz

According to the data from the Fund of
entrepreneurial development DAMU in 2015 share
of actively working SME to the number of registered
have shown 56% [5].

Result and discussion

Among active SME enterprises based on
their legal forms, individual entrepreneurs
predominated, which didn’t form legal entity
but working as individual entrepreneurs
instead: In 2015 total number of individual
entrepreneurs was 670.2 thousand entities;
agricultural farms around 158.6 thousand units,
and legal enterprises 81.4 thousand units.
In dynamics, active SMEs have shown general
tendencies from the period of 2005 to 2015:
* Number of individual entrepreneurs for the past
10 years have raised up until 130%, which lead to a
notable change in structure of active SME: Growth
of individual entrepreneurs have risen from 58.6%
in 2005 to 80% in 2015 [6].

However, as the result rising in the amount of
individual entrepreneurs, share of the agricultural
farms among active SMEs has declined, as in 2005
it was 30.9%, in 2015 it had dropped to 17.5% [7].

According to analysis of  population
involved in SME is portraying significance of
the entrepreneurship in solving problems with
unemployment. The amount of population working
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at SMEs as of the second period 2015 had increased
33% of total employed population. Dynamics of
this index in the period of 2005 to 2015 shows a
positive growth. The amount of people working
at SMEs had grown by 6.3% compared to 2005.In
absolute terms, the amount of workplaces in SME
sector had been increased to 898 thousand. In 2015,
employment rate in SME sector had raised to 140
thousand people [8].

Total number of SME has grown up until 49.7%.
Share of SMEs in respect to active SME as of 2005
have declined on 1.7% and in 2015 on 8.9% [8].

In Kazakhstan the biggest part of active
enterprises of SME are involved in trade (41%) and
in farming (26%). According to the data of 2015
the share of active enterprises of SMEs in trade
increased by 9% and in farming decreased by 6%.
There are 8% of active subjects of SMEs in transport
and communication, and 4% in engineering and
industry [9].

Thus, through analyzing of SMES structure by
sector reveals that active subjects’ quantity does not
show the positive tendency for national economy
diversification. The history of private enterprises in
Kazakhstan is shorter than 25 years, the majority of
enterprisers started working in trade and services
which is described by low risk and less amount of
initial capital [10].
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M The emoloyed populationin the economy, thousand peoole

u Number of employed in SMEs, thousand people

7261 7404 7631 7857 7903

2005 2006 2007 2008 2009 2010

8114

N
8302 8507 85/1 8651 8702

2011 2012 2013 2014 2015

Source: http://www.stat.gov.kz

SMEs share by sector

4%

M Trade and Services

B Farming

 Transport and
commun cation

H Industry

W Other sectors

Source by: Fund of entrepreneurial development “Damu,” www.damu.kz

The engagement of SMEs in transport
and communication might solve the economic
problem of GDP growth by increasing production.
Development and normal functioning of the business
sector is closely related to funding, the main source
of working capital. Financing reduction of private
businesses leads to reduction of the rate of GDP
growth. State support of the priority sectors of the
economy does not allow the portfolio reduction and
even leads to increase of its size in such sectors as
industry, transport, communication and services.

Private enterprise is the “forceful engine
of development” of economical processes and
sustainable development in most developed
countries. Feature of SMEs are creation and
implementation of innovation, which become a
main key factor of competition in the world market.
For example, in the EU, U.S., Japan the share of
innovative enterprises is about 40% of the total
number of SME companies. Comparative analysis
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of the development of the SME sector in Kazakhstan
and other countries demonstrates a noticeable lag
in contribution of SME to GDP and employment
of our country. In the EU countries there are over
20 million businesses, in China there are about 40
million SMEs, while in Kazakhstan - twenty times
less [11].

One of the most key issues of development of
business units are as follows.

Lack of monitoring and control of the state to
assess the effectiveness of government support
measures for SME has led to the emergence of a
large variety of forms of support and poor ability to
track the results of their implementation in practice.

The problems that reduce the effectiveness of
instruments of financial support for SMEs: high
lending interest rates, lack of business start-up
funding, as well as other forms of support, except
for the collateral in lending to SMEs, inefficient
operations and high interest rates of the ICE [13].
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The administrative barriers still have a
significant pressure on the business. Because of
the inconsistency of the measures carried out by
government agencies virtually no reduction of
permits and licenses, risk assessment system is
working efficiently enough. There is no mechanism
for identifying and setting the loss of redundant and
inefficient administrative procedures, as well as
their monitoring and effectiveness.

There are systemic weaknesses in the
organization of regional technology parks and
business incubators: specifically, the problems
related to business education, the formation of
capital, the creation of infrastructure and production
facilities, the lack of the use of intellectual property
in the form of a contribution to the authorized
capital and the lack of safeguards to protect the
interests of universities and research organizations
in the parks.

In general, as shown by business surveys, the
main barriers to the creation of new and development
of existing small innovative firms are associated
with funding and staffing problems.

Conclusion and recommendation

Kazakhstan’s economy is growing in unstable
dynamics and is still oriented on the raw materials.
In times of stagnation of economic growth, caused
by fluctuations on raw materials markets, further
integration of economic reforms makes it possible
to transform the economy to a competitive and
innovative one.

In order to realize these opportunities it is
important to development of SMEs, to set innovation
goals, formulate institutional terms, and mobilize
innovative potential for successful transformation.
Summarizing the analysis of SME conditions in
Kazakhstan, it can be concluded that:

1. Improvement of economic relations of SMEs
in production with the purpose of ensuring their
competitiveness in the global market.

2. Both state and market price regulation on
products of small and medium size businesses with
the goal to raise demand among the population and

increase competitiveness of local businesses both on
the domestic and foreign markets.

3. Implementation of the guaranteed minimum
prices system, which can provide the sufficient level
of profitability for small businesses.

4. Tax concession exemption for small
businesses, which invest in the priority industries
or are committed to the sustainable development
principle observing ecological standards.

5. Moderate protectionist policy of SMEs advocacy.

6. Growth of small businesses’ investment
attractiveness, various privileges implementation,
which promote re-equipment of material and
technical base of small businesses.

7. Control over export and import turnover of the
main strategic items produced by small businesses.

8. The priority industries reconstruction and
development by means of special-purpose programs
to make it possible for small businesses to take the
largest part of market share.

9. Direct financing of the SMEs investment
projects by the government.

10. The regional franchising pattern (when a
parent enterprise deals with the certain territory)
fits enterprises of Kazakhstan. The main franchising
for this region is involved in division of payment
and fees for common advertising fund. Also it pays
license and advertising fees direct to the parent
franchising company. It’s necessary to change
current law regarding the issues of franchising
activity registration. In European countries the
franchising registration is performed by the franchise
buyer, while in Kazakhstan it is performed by the
buyer. It is necessary to formalize in legislation
the liability for unauthorized use and copying of
trademarks and brands, because it undermines the
general development tendency in Kazakhstan.

12. From observation there is poor infrastructure
which is hindering the development of SMEs. This
is why, government should take account in its policy
improvement of infrastructure.

13. Also, SMEs are facing lack of innovative
strategy in their development. Every SMEs should
develop their research and development and improve
their marketing skills.
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