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THE ECONOMIC POTENTIAL OF SMALL
AND MEDIUM BUSINESSES IN KAZAKHSTAN

This article presents an economic analysis of the potential of small and medium-sized businesses in
Kazakhstan. The purpose of the study is to study the dynamics of development of small and medium-
sized businesses, and to assess its real role in the development of the country. The method of research is
analytical grouping, comparing time series, building linear and point graphs, correlation analysis, which
allowed to determine the presence, direction and form of relations between SMEs and a country’s GDP.
The distribution of countries” GDP by the share of SMEs in GDP is a figure similar to the normal distribu-
tion, with a peak of 50%. This makes it possible to understand that the optimal share of SMEs in GDP is
50%, but this does not guarantee GDP growth. The provision on the dual role of the institution of small
and medium business (SME) in the economic system, where it simultaneously acts as a factor of its sus-
tainability and a factor of modernization, is substantiated. This makes it difficult to build a state policy of
support and development of SMEs, since within the framework of the policy being pursued, two oppos-
ing tasks have to be solved: stabilization and modernization. The results obtained in this article confirm
the mutual influence and dependence of SMEs and the country’s GDP, and justify the shortcomings of
government programs to promote SMEs in Kazakhstan.
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Ka3akcTaHAafbl WaFbIH )KdHEe opTa OM3HECTiH, 3KOHOMMKAADIK dAeyeTi

bya mMakanapa KasakcraHAarbl WaFbiH >kaHe opTa GM3HEC 9AeYeTiHiH DKOHOMMKAAbIK, TaAAQYbl
KEATIpIAreH. 3epTTeyAiH MakcaTbl LWafblH XXOHE opTa OM3HECTIH AaMy AMHAMMKACbIH 3epTTey >KoHe
eAAIH AaMyblHAAFbl OHbIH, HaKTbl POAIH Gararay 60AbIN Tabbiraabl. 3eptTey aaici LLIOB >xeHe eAaiH
XKI© apacbiHAaFbl KaTbliHACTapAbiH 6ap 6GOAybIH, OaFbiTbiH >K8HE HbICaHbIH aHbIKTayFa MYMKiHAIK
6epeTiH yakbiTila CEPUSIAAPADI, CbI3bIKTbIK, XOHE HYKTEAIK rpathnKTePAI KYpPacTbIpy, KOPPEASILMSIAbIK,
TaAAQYAbl CaAbICTbIPa OTbIPbIN, aHAAMTMKAABIK, TOMTay 60AbIN Tabbiraabl. XIO-aeri eapepain XKIO-HiH
LLIOK yaeci 6oiibiHLLIa 66AYiI KaAbINTb yAeCTipyre ykcac, 50% wibiHbl 6ap. bya XKIO-aeri LLIOK oHTaiAbl
yAeCiHiH 50%-Abl KYpamlTbiHbIH TYCiHyre MyMKiHAIK 6epeai, 6ipak, 6ya XKIO-HiH ecyiHe KemiAaik
6epmeinai. DKOHOMMKAABIK, XKYMEAE LarblH XeHe opTa 6msHecTiH (LLIOB) MHCTUTYTbIHbIH KOCapAbl
POAi TypaAbl, OA 6ip yakbITTa OHbIH TYPaKTbIAbIFbI MEH MOAEpHM3aums (DaKTopbl PETIHAE apekeT
eTeTiH epexkere HerisaeAreH. bya LwarblH XkeHe opTa 6M3HECTi KOAAQY XKOHE AAMbITYAbIH MEMAEKETTIK
casicaTblH KYPYAbI KMbIHAQTaAbl, OTKEHI OCbl CasCaTTbIH LWEeHOePiHAE eKi Kapama-KapCbl MiIHAETTEPAI
wewy KaxeT: TypakTaHAbIPY >XeHe >KaHfblpTy. Ocbl MakaAaAa aAblHFaH HaTukeaep LLIOB >xaHe
enAiH XKIO-HiH e3apa biKMNaA eTyi MeH TOYEeAAIAIriH pacTanabl >kaHe KasakcTaHAQ LWaFbiH XKeHe opTa
KOCIMKEePAIKTI AaMbITyFa GarbITTaAFaH MEMAEKETTIK OafrAapAaMarapAbiH, KEMLLIAIKTEDIH ADAEAAEMAI.

Ty¥iin ce3aep: warbiH XoHe opTa GusHec, XKIO, 5KOHOMMKAABIK, Aamy.
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DKOHOMMUYECKUI NMOTEHUMAA MAAOIo U cpeaHero 6u3Heca B KasaxcraHe

B AaHHOM cTaTbe mNpeACTaBAEH SKOHOMMYECKMIA aHaAM3 MOTEeHLMaAa MaAOro W CpeAHero
npeanpuHumareAabctBa B KasaxctaHe. LleAblo MccaepOBaHMS SBASIETCS M3YUeHWe AMHAMMKY pas-
BUTUSI MAaAOTO M CpeaHero GM3Heca, M OLEeHKa ero peaAbHOM POAM B Pa3BUMTMM CTpaHbl. MeToaamu
MCCAEAOBaHMS SIBASIOTCS aHaAMTMUECKas FpynnmMpoBKa, CPaBHEHNE AMHAMUUECKUX PSAOB, NMOCTPOEHWe
AVHEMHBIX M TOYEeYHbIX rpacukoB, aHaAM3 KOPPEASLUMM, UTO TMO3BOAMAO OMPEAEAUTb HaAuuue,
HanpasBAeHue 1 opmy oTHoLleHnin Mexkay MCB 1 BBITT ctpaHbl. PacnpeaeaeHune BBIT cTpaH no aone
MCI1 B BBl npeacTaBAsieT coboi hurypy, noxoxyto Ha HOpMaAbHOE pacrpeAeAeHre C BEPLLUMHON B
50%. DTO AQeT BO3MOXXHOCTb MOHATb, YTO onTuMaAbHoi aoaert MCIT B BBIT aBasietcs 50%, oaHako
3TO He rapaHTupyet poct BBI. O60CHOBaHO MOAOXEHUE O ABOWMCTBEHHOM POAM MHCTUTYTA MAaAOro
n cpeaHero 6usHeca (MCB) B XO39MCTBEHHOM CUCTEME, TAE OH OAHOBPEMEHHO BbICTYMaeT (hakTopoM
ee yCTOMUMBOCTM U (HaKTOPOM MOAEPHM3ALMKN. DTO 3aTPYAHSIET BbICTPaMBaHUE FOCYAAPCTBEHHOW
MOAUTUKM NMOAAEPXKKM 1 pa3BuTms MCB, Tak kak B paMKax MPOBOAMMON MOAUTUKM NMPUXOAMTCS peLlaTb
AB€ MPOTHBOMOAOXHbIE 3aAaUM: CTabMAM3ALMN 1 MOAEPHM3ALIMK. Pe3yAbTaThl, MOAYYeHHble B AQHHOM
cTaTbe, MOATBEPXKAAIOT B3aMMHOE BAMSHME M 3aBMcMOCTb MCB 1 BBIT cTpaHbl, 1 060CHOBbIBalOT

HEeAOCTaTKM FOCYAQPCTBEHHbIX Nporpamm no coaenctemio MCh B KazaxcTaHe.
KAtoueBble cAoBa: MaAbiit 1 cpeaHuin 6usHec, BB, skoHomMueckoe passuTHe.

Introduction

To identify the key factors of business
development and develop appropriate policies, it
is common in world practice to analyze the state of
small and medium businesses (hereinafter SMEs),
since this factor is the core of a sustainable civil
society, on whose development the welfare of all
countries depends, and including Kazakhstan. Small
and medium businesses not only fulfill an enormous
social role, supporting the economic activity of
the majority of the population, but also provide
significant tax revenues to the budget. In the current
difficult situation, it is the SME that can act as a
stabilizer, and therefore has the right to count on the
appropriate attention of society and the state.

World experience shows that if a state wants
to develop dynamically and sustainably, then its
social and economic programs must necessarily
include measures to stimulate small and medium-
sized businesses. Today, in the developed countries
of the world, SME accounts for between 40% and
90% of gross domestic product (GDP). Therefore,
it is quite natural that the governments of these
states give primary attention to supporting this
sector. In this regard, below are considered issues
of competitiveness of small and medium-sized
businesses as an important factor in the development
of the country’s economy.
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Materials and methods

In the process of writing the work, a systematic
approach to the study of processes, institutions and
mechanisms of state support for SME development
was implemented, based on the priorities of the
modernization of the national economic system. The
author used such methods of scientific knowledge
as comparative analysis, generalization, deduction,
systematization, and also used the method of
analysis of specific situations.

Also, the correlation method was
calculated by the following formula:

used,

R = |__ T+%T
X "'v.ll (xF-x2)s(vT-72)

where Ryx is the model of correlation of the share of
SMEs in GDP and GDP in real value, coefficient;

x — is the share of SMEs in GDP, %;

v — GDP in real value, billion dollars.

It also mentions the World Bank Doing Business
rating 2019. It has been mentioned since 2005. from
0 to 100, where it represents the lowest performance
and 100 represents the best performance. The ease
of doing business ranking ranges from 1 to 190
(Doing business 2019 report).
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The information base of the research was made
up of official statistics materials: the ministries
of economic development, finance, as well as
legislative and regulatory acts of state authorities
of the Republic of Kazakhstan and the Russian
Federation.

The theoretical basis of the study was the
fundamental works of foreign, Russian and
Kazakhstan economists in the field of economic
modernization, state regulation of entrepreneurship
and the theory of the firm.

Literature review

The development of modern Kazakhstan was
promoted by the intensive development of small
and medium-sized businesses, which is the basis of
economic and socio-economic stability of society
and, according to various analytical agencies, should
occupy at least 40-50% in the country’s economy,
for example, in the economy of the United Kingdom
is at least 64%, in Germany - 58%, and in the
Netherlands - about 51.5% (Mamyrov, 1999: 412).

In European countries, it is SMEs, in which the
middle class is formed, that is the basis of stability
and economic prosperity (Battilana et al., 2009:
65-107). Therefore, development issues of SMEs
are on the agenda, and unfortunately, there are still
enough problems in this area. Such a conclusion
can be made by examining a study conducted by
Halyk Finance analysts on the role of SMEs in the
economy of Kazakhstan. The study of the problems
of entrepreneurship, including small and medium,
has found wide coverage in the scientific literature.
His analysis is presented in the works of many
foreign and domestic famous scientists.

As the President of Kazakhstan said «Kazakhstan
has set a large-scale goal - to enter the top thirty most
developed economies in the world. A strong economy
is a strong entrepreneurship, high competitiveness
of domestic enterprises. The support of domestic
business is designated by me as the second most
important direction of the new political course»
(Zasedaniye Soveta predprinimateley pri Prezidente
Respubliki Kazakhstan, 2013).The importance of the
role of SMEs was particularly evident in the global
financial crisis. Overcoming the consequences
of this crisis by Kazakhstan’s economy revealed
for domestic scientists that SMEs not only have a
significant potential for sustainability, but under
certain conditions can become an important factor
in economic growth, employment, competition and
innovation. Greater flexibility in comparison with
large enterprises provided Kazakhstan’s SMEs with

productivity growth during the crisis, along with the
solution of regional employment problems. During
the crisis, Kazakhstan faced the phenomenon of the
greatest contribution to the creation of jobs in the
sector of small and medium-sized businesses, which
brought this sector to the fore as a social basis for the
irreversibility of economic modernization processes
(Okayev, 2000). In this regard, it became urgent
to clarify the priorities of economic modernization
policy, based on the role of small and medium-sized
businesses in economic development in General and
in conditions of instability of the global financial
and economic system, in particular.

Meanwhile, empirical analysis of foreign
economists shows that in countries with transit
economies, including Kazakhstan, this fact has not
yet found the proper awareness. Theoretical research
in the field of transformation processes focuses on
the problems of structural diversification without
adequate consideration of the role of SMEs in
economic transformation. Currently, the relevance
of the study of the problem of SME:s is particularly
acute, as it is associated with the need to enhance
the role of this sector in solving the problems of
modernization of the economy (Wijen, Ansari,
2007).

Experts note that the share of SMEs in the
economy of Kazakhstan reaches 26% of GDP,
having risen from 21% of GDP in 2010. By world
standards, this indicator is low, as in OECD
countries, SMEs account for more than half of a
country’s GDP. At the same time, in Kazakhstan the
SME sector provides employment for 3.1 million
people, which is 37% of the total number of the
employed population (AO «Halyk Finance» Obzor
MSB Kazakhstana, 2018).

Kazakhstan economists come to the conclusion
that the main imperatives of the state support system
for the development of SMEs should be highlighted:
creating motivation for sustainable SME growth by
creating incentives for increasing entrepreneurial
activity of the population; developing the capacity
of SMEs through the growth of its competitiveness
through the development of human -capital,
the introduction of advanced technologies and
management systems; supporting SME development
towards a cluster initiative; promoting the creation
of a network of business associations(Enterprise
Surveys: Kazakhstan Country Profile 2009).

There was a statement about the dual role
of the institution of small and medium-sized
businesses (SMEs) in the economic system, where
it simultaneously acts as a factor of its sustainability
and a factor of modernization. It is shown that
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the stabilizing role of SMEs is associated with its
adaptive abilities, and the modernization role - with
a high susceptibility to new sources of benefits
arising in the process of socio-economic changes
(Kusainov, 2012: 62).

The development of private initiative, an increase
in the number of businessmen for the government of
Kazakhstan is one of the priorities (Hvan, 2005: 94-
95). The goal was set to bring the contribution of
business in the country’s GDP to 50%. At the state
level, a number of business support programs have
been adopted, including financial support. And,
according to the reports of the Ministry of National
Economy, the result of these programs is obvious.

The quality of statistics on SMEs is at a low
level, there are contradictions at the macro level, and
the possibilities for cross-country comparisons are
limited. The change in the classification criteria for
SMEsbythesize oftheenterprisein2014 significantly
complicated the analysis of the dynamics of the
share of SMEs in GDP, and a significant decrease
in the number of representatives of medium-sized
businesses was recorded (Kenzheguzina, 2005: 20-
32). As state agencies themselves point out, gaps in
the legislation lead to fragmentation, and not to the
consolidation of business.

The presence of an extensive theoretical heritage
does not mean that the problem of interaction
between the state and entrepreneurship has been

Table 1 — Changes of SME sector in Kazakhstan

resolved. Many aspects remain poorly investigated.
Firstly, the issue of the role of SMEs in shaping the
country’s GDP for Kazakhstan has not been resolved.
Secondly, the potential of SMEs in Kazakhstan has
not been studied. All this determined the purpose,
logic and objectives of the study. The goal of this
study is determinate the role of SMEs in shaping
the country’s GDP in Kazakhstan, and the share of
SME’s in GDP was taken as an object of the study.

Results and discussion

The role of small and medium-sized businesses
is determined by its contribution to the country’s
economy, which by the end of 2017 amounted to
about 26% of GDP, providing 37% of employment.
As we have already noted, the economy in
Kazakhstan in 2017 was mainly provided by the
commodity export sector, while the domestic non-
commodity sector is in a depressed state, which is
clearly seen from the data on the share of SMEs in
GDP, which fell by 1pp to 25, 6% (Table 1). The
sharp jump in the share of SMEs in GDP in 2008 is
due to the revaluation of the contribution of small
business to GDP, and in 2014 the revaluation of the
contribution of medium-sized businesses. Without
taking into account periods of revaluation of the
contribution of SMEs to GDP, its dynamics show
almost the same growth rates as the country’s GDP.

Year 2005 2006 2007 2008 2009 2010

2011 2012 2013 2014 2015 2016 2017

10,5 9,8 10,7 16,7 17,7 20,6

Share of
SME’s in
GDP, %

17,3 17,1 25,9 24,9 26,8 26,8

507 365 | 572738 | 643376 | 707 821 | 663 374 | 661 598

Active
SME’s

846 111 | 809 750 | 888 233 | 926 844 | 1242 579(1106 353 | 1145 994

742 785 | 840 000 | 938 155 [1026 255| 934 691 | 1196 725

Registered
SME’s

1383 727

1399 7871535 9831655 386 [ 1481 454|1498 243 | 1540 592

68,30576|68,18309|68,57886|68,97126|70,97254 | 55,28404

Share of active
SMEs among the
registered

61,14724

57,84808|57,82830| 55,9896 (83,87563|73,84336|74,38659

Source — Official statistical information: The cost of small and medium enterprises in GDP
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Positive trends in the macroeconomic aspects
of SME development have been identified. After a
long decline, by the end of 2015, for the first time an
increase in the share of active enterprises among the
registered ones was recorded (Figure 1). By the end
of 2017, this figure is 74.3%, which is considered
successful in developed countries.

As of the end of the first quarter of 2018, over 1
million individual entrepreneurs (IP) were registered
in Kazakhstan. In general, the number of able-bodied
citizens was 9 million people, i.e. from a legal point
of view, every ninth able-bodied Kazakhstan citizen
was an individual entrepreneur. In addition, statistics
show that on the same date, 356.6 thousand legal
entities that are small businesses and 197 thousand
peasant farms were registered.

The growth in the number of registered small
businesses continued until the end of 2014, when it
reached a peak of 1.65 million units. At the same
time, the most pronounced contribution to growth
was made by PI, the number of which increased
from the end of 2010 to the end of 2014 more than
doubled. However, in 2015-2016 this indicator
began to decline and by the beginning of 2017 it
dropped to less than 1.5 million units, i.e. below
its value at the end of 2013. After this, the number
of registered small business entities began to grow
slowly and reached 1.56 million units by the end
of the first quarter of the current year. At the same
time, the number of registered PIs did not reach the
value prevailing at the end of 2013 (Kazakhstanskiy
MSB, 2018).
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Figure 1 — Share of active SME’s among the registered
Source. Official statistical information: Quantity of active subjects and small and medium enterprises; Official
statistical information: Quantity of registered subjects and small and medium enterprises

According to the World Bank Doing
Business 2019 rating, Kazakhstan occupies the
28th position (Figure 2), ahead of Russia by 3
positions. Promotion of Kazakhstan in this ranking
demonstrates consistent progress: 83rd place in
2006, 63rd place in 2012. The tax burden in the
country is one of the lowest in the world. An

economy’s ease of doing business score is 77.89.
Nearly 5.5 points higher than the regional average
(Europe and Central Asia).

Remember, the ease of doing business score
captures the gap of each economy from the best
regulatory performance observed on each of the
indicators across all economies in the Doing
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Business sample since 2005. An economy’s ease
of doing business score is reflected on a scale
from 0 to 100, where 0 represents the lowest and

100 represents the best performance. The ease of
doing business ranking ranges from 1 to 190 (Doing
business report, 2019).

57.11: Tajikistan (Rank: 126)

‘ 77.89: Kazakhstan (Rank: 28)

77.37: Russian Federation (Rank: 31)

73.54: Moldova (Rank: 47)

72.34: Regional average (Europe and Asia)

68.33: Kyrgyz Republic (Rank: 70)

Figure 2 — 2019 Ease of doing business score
Source — Doing business 2019 report

The measures taken had a positive effect on the
SME sector. According to the statistics committee,
the number of operating businesses in 2017
amounted to 1 million 145 thousand 994 units, or
3.6% more compared to 2016. Employment in this
segment of the economy amounted to 3 million 118
thousand 442 people, an increase of 2.6% compared
to the same period of 2016. At the same time, the
production of SMEs increased significantly. In the
first nine months of 2017, output amounted to 14.4
trillion tenge, or 28.5% more compared to 2016.

Obviously, quantitative indicators are increasing,
which should mean the development of the national

economy and raising the standard of living of the
population, at least in comparison with our northern
neighbor Russia. However, it is clear that there are a
lot of unsolved problems, but why do they not affect
the statistics? Let’s look at the numbers of SMEs in
GDP and GDP in nominal terms. Table 2 presents
29 countries, among which there are both developed
and developing countries, their share of SMEs in
GDP, GDP in physical terms and the share of the
shadow economy in GDP. The correlation between
the first two indicators is -0.23, which means there is
almost no correlation. The graph of the relationship
of these variables (Figure 3) says much more.

Table 2 — Comparison of economic indicators of different countries

Country SME’s in G]?P, Shafiow economy Country SME’s in QDP, Shadow economy in
GDP, % billion $ in GDP, % GDP, % billion $ GDP, %
Russia 21 3817 34 Slovakia 55 172 11
Kazakhstan 26 476 33 France 55 2876 12
Canada 30 1714 9 Finland 60 247 13
Mexico 39 2358 28 Denmark 60 296 15
Brazil 50 3241 35 Sweden 60 505 12
Japan 50 5487 8 Spain 62 1770 22
USA 50 19352 7 Austria 63 462 9
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Continuation of table 3

Country SME’s in GDP, Sha.dow economy Country SME’s in .G]_DP’ Shadow economy in
GDP, % billion $ in GDP, % GDP, % billion $ GDP, %

Poland 52 1102 17 Netherlands 64 900 9
Great Britain 52 2857 8 Italy 68 2387 23
Romania 54 506 23 Norway 71 324 15
Hungary 54 275 21 Latvia 71 53,6 17
Australia 54 1192 8 Lithuania 72 90,7 19
Germany 55 4187 8 Estonia 76 41,8 19
Turkey 54 2140 27 Greece 79 297 27
gepflbl?c °n 33 383 !
Note — compiled by authors based on sources (The World Bank: Gross domestic product based on purchasing-power-parity (PPP)
valuation of country GDP, 2018; AO «Halyk Finance» Obzor MSB Kazakhstana, 2018)

The distribution of countries” GDP by the share
of SMEs in GDP is a figure similar to the normal
distribution, with a peak of 50%. The exception is
Russia (the green dot on the graph), the high level
of GDP of which is explained by the abundance
of natural resources and the heritage of the USSR.
Kazakhstan is represented by a red dot in the figure
and personifies many developing countries whose
GDP and SME share in GDP strongly and positively
correlate. Also, you need to pay attention to countries
where, on the contrary, these factors are negatively
dependent. These countries include the countries of
Eastern Europe, which are located at the bottom of
Table 2. This can be explained by the high rate of
changes in the structure of GDP, which have not yet
had a qualitative effect on the national economy.

Of greater interest are the countries located
in the middle of the table, that is, countries where
the share of SMEs is about half of GDP. Here, the
correlation is almost zero and there is no connection
between these indicators. This makes it possible to
understand that the optimal share of SMEs in GDP
is 50%, but this does not guarantee GDP growth.

On the one hand, SME is a factor of economic
sustainability. At the same time, its inherent
stabilizing role is connected not only with its place
in the system of economic relations, but also with its
inherent flexibility. As for the place in the system
of economic relations, the SME is an integrator of
technological, economic and institutional parties
(Scott, 2009: 33, Wijen, Ansari, 2007: 1079-1100).
Providing interaction between major manufacturers,
SMEs form the cooperation base for the industry
organization. By promoting the development of
communication links, on the one hand, within the

240

business community (between agents of small,
medium and large businesses, as well as within each
group), and on the other, between market agents
(sellers and buyers), SME ensures the rooting of
common institutional norms and in particular,
civilized forms of competition (Reynolds,
2005: 205-231). The inherent SMB flexibility is
manifested in its high ability to adapt to changes in
the market environment (Tukaev, 1996: 69). This
ability is expressed not only in a quick response
to changes in market and aggregate demand by
reducing or expanding production and investment,
but also in exerting a regulatory impact on the level
of employment through the involvement of the
working-age population in business. This allows
us to state that in the economic system the SME
performs a stabilizing function (Doing business in a
more transparent world).

On the other hand, at the same time as the
stabilizing function, the SME acts as a conductor
for qualitative, innovative changes in the economic
system, i.e. factor of its modernization. The renewal
potential of SMEs is due to its high susceptibility
to new sources of benefit. By actively connecting
to the copying of innovations, it contributes to the
acceleration of the spread of innovation (Eisenstadt,
1966, DiMaggio, 1988: 3-21). By promoting the
availability ofinnovationsandloweringthemonopoly
power of innovators, they stimulate the search for
new ways of acquiring competitive advantages,
thereby creating competition. Representing the
ideal form of cooperation of large manufacturers in
solving individual problems through joint financing
of developments and interacting in different forms
with the majority of participants in the industry
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market, SMEs accelerate the spread and rooting of
innovations in the industry and the accumulation
of competitiveness elements in it (Shevchenko,
2007: 17-23). Finally, it is through SMEs that the

population is involved in the industrial-innovative
sector, which should be considered as a factor in the
modernization of not only the economy, but also
society as a whole (Kusainov, 2012: 62).
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Figure 3 — The distribution of GDP of countries by share of SMEs in GDP
Note — compiled by authors based on table 2

Recently, the entrepreneurship of Kazakhstan
has been characterized by an unstable dynamics of
growth in the number of enterprises and employees
employed in them. Sectoral and regional structure
is irrational. The criminalization of business is
increasing. Attempts to control the emergence of
entrepreneurship are often episodic and unscientific.
The monetary system of protecting the entrepreneur
and his property from encroachment has not been
worked out. A number of problems related to the
development of entrepreneurship in general have
been solved in the country. There is a concept on
licensing system. Created a program of industrial-
innovative  development, industry programs.
A number of other programs related to such
important issues as financing on preferential terms
of real sectors of the economy operated by the
Damu Fund: with the provision of free consulting
services, whose operators are public organizations,
consulting companies, the right solution was found
labor productivity, that is, the process as a whole is
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not bad (Lysakovskaya, 2006: 261-266). However,
today there is a problem associated with the influence
of financial-industrial groups on legislation. The law
plays in favor of large lobbies, and representatives
of small and medium-sized businesses - leaders of
public associations who have been professionally
engaged in this for more than ten years, are not
in the Parliament of the Republic of Kazakhstan.
The opinion of small business in work groups is
practically ignored. The reasons for this are not
only in the limited financial resources allocated
for business support, the weak development of
market infrastructure, but also in the fact that
a coherent government strategy for supporting
entrepreneurship was not developed in time (Okaev
et al., 2000: 102). No sectoral and regional priorities
were identified. Entrepreneurship was not defined
as a «pole of intensive growth», which should have
been influenced to cause a booming economy. In
addition, there was no feedback from business
structures. There was no monitoring of ongoing

The Journal of Economic Research & Business Administration. Nel (127). 2019 241



The economic potential of small and medium businesses in Kazakhstan

processes, their identification and system analysis.
Adequate statistics were not adjusted (Koshanov
et al., 1995). There are miscalculations of both
strategic and tactical nature. Also, the problem of
small business is not proper business management,
decision-making, personnel policy.

Any type of business requires a fairly flexible
management and constant search for new solutions,
technologies and markets. One of the main
problems faced by the owner of a small business
is the improvement of small business at all stages
of its development. One of the main drawbacks of
many small enterprises is the lack of clear planning
of financial indicators. Improving small businesses
should also affect personnel policy (Khayek, 2000:
256, Khamzin, 2003: 83-87). If at the initial stage of
development of the enterprise, you can hire workers,
having told about your business to your friends, then
in the process of expanding small business you need
to contact the recruitment agency or place ads on
the Internet about searching for «labor». One of the
most important stages of improving small business
is the distribution of powers. The owner of a small
enterprise cannot physically solve all the problems
that arise in the management of an enterprise
(Gryadova, 2003: 326). The only correct direction
for the development of an enterprise is the continuous
improvement of small business and the application
of new technologies, both in the production of goods
or the provision of services, and in the management
of an enterprise.

The duality of the role played by SMEs in
the economic system is evidence not only of the
specificity of this type of business, but also of the
inconsistency it contains. This makes it difficult to
build a state policy of support and development of
SMEs, since within the framework of the policy
being pursued, two opposing tasks have to be solved:
stabilization and modernization. The challenge
is to turn this contradiction into a generator of
development (Baumol, 2002; Wijen, Ansari, 2007:
1079-1100).

The experience of countries with developed
market economies, as well as some Eastern European
countries with transition economies, shows that
the development of small business contributes to
solving a number of important tasks for the ongoing
socio-economic development of the country,
such as un-monopolization, the formation of a
market structure of the economy and competitive
environment; market saturation with goods and
services; employment and self-employment;
economic growth and increase in tax revenues (with
a stable tax system); the formation of the middle

class; strengthening business ethics, including tax
discipline (Europe and Central Asia Report N°240,
2016: 29). It was these final goals that were initially
set when developing a state-owned approach with
regard to supporting the development of small
business in Kazakhstan. However, today small
business has found exactly those dimensions that
the modern economic structure allows it to achieve
and other economic realities that have emerged as
a result of the reforms, and its rise to a level above
this «bar» can be achieved in the future only through
fundamental socio-economic changes and changing
the very paradigm of development of the country.
In this regard, with a high degree of confidence,
it can be argued that a noticeable increase in the
performance of small businesses, reaching certain
values, will slow down if'its development constraints
are not removed. Therefore, the task of developing
this sector should still remain one of the priorities
of the state’s economic policy and its solution is
impossible to break from other areas of economic
reform and without coordinating the efforts of
republican, regional and local authorities.

Conclusion

One of the difficulties in the study of business
is that it consists of a number of diverse and diverse
topics that are interrelated. Another difficulty is that
the subject business is highly dynamic. To overcome
these obstacles, it is recommended to keep abreast of
the latest news in this area through intensive reading
of additional literature.

Excluding the contribution of SMEs to GDP
revaluation periods of its dynamics shows almost the
same growth rate as the GDP. Distribution of GDP
of the SME share in the GDP - a measure similar
to a normal distribution, with a maximum of 50%.
This allows us to understand that the optimal share
of SMEs in GDP is 50%, but it does not guarantee
the growth of GDP.

Entrepreneurship in Kazakhstan faces a number
of problems: an insufficient resource base, an
imperfect legislative base, the lack of a system for
in-depth analysis of enterprises, but, knowing the
causes, they can be solved. The main problem is the
lack of economic growth trends in response to the
actions of state bodies that encourage and support
entrepreneurship. However, the solution of this
problem as a whole requires a systematic approach
and the implementation of a set of interrelated
measures aimed both at reducing the risks of the
SME sector and at developing the institutions of
financial support.
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