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BANK LENDING AS A FACTOR IN THE DEVELOPMENT OF SMALL AND MEDIUM-
SIZED BUSINESSES IN KAZAKHSTAN

ANNOTATION

In modern conditions, one of the urgent tasks of the Republic of Kazakhstan is to maximise the
development of small and medium-sized businesses. Small and medium business has a direct impact
on the economic well-being of the state. And it largely depends on solving the problems of
employment, filling the domestic market with domestic goods, replenishing the state budget and
creating a competitive environment. The development of small and medium-sized businesses is a key
tool for economic growth and socio-political modernisation.

This article examines the dynamics of small and medium-sized business development in
Kazakhstan, including indicators such as the contribution of small and medium-sized businesses to the
country's gross domestic product, the number of small and medium-sized businesses registered and
operating, and the number of people employed in this area, and analyses small and medium-sized
businesses lending by second-tier banks for 2018-2020, which covers the period before the pandemic
and during the pandemic. During the period of restrictive measures, the state provided support to small
and medium-sized businesses in the form of tax exemptions, interest relief on loans previously
obtained by businesses, and relief on rent payments. However, despite this, problems have been
identified in this aspect. In order to eliminate the identified problems of small and medium-sized
business lending, prospective directions for further development of small and medium-sized
enterprises in the Republic of Kazakhstan have been developed.

Key words: small and medium entrepreneurship, commercial banks, credit resources, state
support, individual entrepreneur.

Introduction. Small and medium-sized business is an entrepreneurial activity carried out by
market economy entities with their own and borrowed funds, the main purpose of which is to make a
profit and further develop their enterprise by producing or providing goods and services [1].

The relevance of the research topic is explained by the general development of the state
economy. Despite government support for decades, small and medium-sized enterprises are
developing, but not at the pace expected by the government.

One of the most important issues in the field of small business development is to increase the
efficiency of its interaction with the sources of financial resources from which its development can be
carried out. In today's economic environment the main source of financial resources for small
businesses, in terms of their accessibility and availability, is credit [2].

The President of the Republic of Kazakhstan K.-J.K. Tokayev in his Address to the people of
Kazakhstan emphasised that "small business, especially micro-business, plays an important role in the
socio-economic and political life of the country. First of all, it provides permanent employment for
rural residents, and reduces unemployment. Forming the tax base, it also replenishes the local budget"

[31.

Therefore, the management of small and medium business development is a strategic issue of
the country's policy. The Government of the Republic of Kazakhstan is actively working to support
small and medium-sized businesses. This is reflected in the country's improved position in the World
Bank's Doing Business ranking, which ranks Kazakhstan 25th in 2020. Despite this, the country has
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seen a decline in bank lending to small and medium-sized businesses. According to some Kazakhstani
experts, the reasons for this decline are the lengthy lending procedure, high collateral requirements,
lack of data on the financial situation, and the lack of developed scoring models for small and
medium-sized businesses [4]. Of course, the global pandemic and related restrictive measures have
also had an impact. The anticompetitive restrictions have had a greater negative impact on small and
medium-sized businesses in Kazakhstan. Despite extensive financial assistance provided by the
Government of Kazakhstan (loan restructuring, concessional lending and simplification of
procedures), it is the individual entrepreneurship entities that have suffered. In addition, tax incentives
have been provided by the government to support small and medium-sized businesses, credit has been
expanded and measures have been taken to further ease the business environment. However, all these
clearly important areas were financed largely by an additional issue of money, with the result that the
financial support had only a short-term effect and was subsequently replaced by a sharp increase in the
price of basic necessities [5, 6, 7].

The functioning of small and medium-sized businesses is associated with significant financial
investments, which can be made mainly through borrowed funds. Small and medium-sized enterprises
most often take out loans to acquire fixed assets, increase their production base, cover current
expenses and cash gaps, and expand their business. Therefore, the availability and accessibility of
credit resources plays an important role in the development of small and medium-sized businesses
today.

Analysis of the current state of SMEs, their quantitative credit dynamics and their impact on the
development of entrepreneurship forms a new field for future research [8, 9].

Materials and research methods. The research methodology in writing the article is based on
the use of methods of monographic and periodic research and comparison. The use of the comparative
method in analyzing the dynamics of economic indicators allowed us to identify cause-effect
relationships and identify systemic problems of state regulation and development of small and medium
enterprises in the Republic of Kazakhstan.

Research results. In the Republic of Kazakhstan today, the growth in the number of small and
medium-sized businesses is taking place in light of the government's consistent policy to develop the
private business sector by optimising the tax system, reducing administrative barriers, and providing
direct financial and non-financial assistance.

Despite the COVID-19 pandemic in 2020, Kazakhstan's economy has maintained growth in
many indicators of economic activity. The institutional structure of small and medium-sized
businesses also continues to change, with a growing share of legal entities [10].
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Figure 1 - Dynamics of the number of registered small and medium-sized businesses
in 2018-2020 [11, 12, 13]

Analyzing the dynamics of the number of registered small and medium-sized businesses and
private entrepreneurship entities for 2018-2020, we can conclude that in general there is an upward
trend. The increase in registered small and medium-sized businesses in 2019 compared to 2018 is
1.65%, in 2020 compared to 2018 is 2.03%. The share of registered small and medium-sized
businesses in the total number of registered was at 96.3% for 2018, with a slight increase of
0.1 percentage points in subsequent years.

Information on small and medium-sized businesses is presented in Figure 2.

Analyzing the above data on active small and medium-sized businesses, we should note their
positive dynamics. As of January 1, 2021, the number of operating small and medium-sized businesses
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increased by 118,000 units or 9.16%, compared to 2018, but compared to 2019, the growth in absolute
terms was only 28,000 units or 2.03%.
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Figure 2- Evolution of the number of active small and medium-sized businesses
in 2018-2020 [11, 12, 13].

The share of active small and medium-sized businesses in the total number of registered
businesses was 84.3 percent, an increase of 1.3 percent over the level of this indicator in 2019.

Table 1 - Composition and structure of small and medium-sized enterprises by legal form [11, 12, 13]

Organizational and legal forms 2018 2019 2020
thgd. share, ths_d. share, th§d. share. %
units. % units. % units. '

Small business legal persons 231 18,6 258 19,4 280 20,6
Legal entities of r_nedlum-S|zed 26 0.2 25 0.2 25 0.2
enterprises
independent entrepreneurs 809 65,2 856 64,4 858 63,2
Peasant (farm) holdings 198 16 213 16 217 16

Analysing the structure of small and medium-sized enterprises by legal form, we can see that
the number of enterprises in the form of a legal entity increased by 22,000 units in 2020 compared to
2019. The share of legal entities in the total number of small and medium-sized businesses has
increased to 20.8%. This means that there has been a qualitative institutional development of small
businesses through the creation of new legal entities and the re-registration of individual entrepreneurs
as limited liability partnerships.

2020 3473
® Population employed in
the economy, thousand
2019 3399 paopie
Num ber of people
employed in SMEs,
thousand
2018 3268

Figure 3 - Number of people employed in small and medium-sized businesses
in 2018-2020 [11, 12, 13]

The number of people employed in small and medium-sized businesses increased by 2.2% in
2020, reaching 3,473,000 people as of 01.01.2021. The distribution of the population employed in
small and medium-sized businesses across the regions is uneven. This aspect is dominated by the city
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of Almaty. Almaty city, Nur-Sultan city, Almaty region, Karaganda region and East-Kazakhstan
region. A share of population employed in small and medium sized enterprises out of total number of
employed people in the country as of 01.01.2021 grew up to 39,8 %.

In 2020, small and medium-sized businesses output increased by 1,240 billion tenge compared
to 2019 and amounted to 3,627 billion tenge. If we compare it with 2018, a significant growth of 7137
billion tenge is noticeable. The lion's share of output is produced by small and medium-sized
businesses in the form of legal entities. The share of output of small and medium-sized enterprises in
Gross Domestic Product of Kazakhstan increased from 42.85% in 2018 to 47.6% in 2020.

= Gross domestic product.
billion tenge
2019 32387
SME output. billion tenge

Figure 4 - Contribution of small and medium-sized businesses to gross domestic product
2018-2020 [11, 12, 13]

The largest contribution to output was made by small and medium-sized businesses in Almaty.
Almaty - 9033 billion tenge and Nur-Sultan - 6635 billion tenge. In total, their output accounts for
47% of the total output of small and medium-sized businesses in the country.

During the period of quarantine measures due to COVID-2019, a tax amnesty was introduced,
under which small and microbusinesses are exempt from corporate income tax, individual income tax,
social tax and unified land tax from 1 January 2020 until 1 January 2023 (2020) [14].

As foreign practice shows, small and medium-sized businesses need comprehensive support
from the state, especially in the provision of credit resources. Lending to small and medium-sized
businesses is associated with a rather high level of credit for second-tier banks. small and medium-
sized businesses do not have the necessary amount of liquid property that can act as collateral.

Table 2 - Loans issued by second-tier banks to small and medium-sized businesses [11, 12, 13]

Indicators 2018 2019 2020
Loans to small and met(ilnugrz-sued busines, billion 4567 3963 4246
Loans to the economy, billion tenge 13763 14743 15792

Share of small and medium-sized busines loans, % 33 27 27

Loans granted to small and medium-sized businesses in 2020 increased by 283 billion tenge or
7.1% compared to 2019. The share of credit resources granted to small and medium-sized enterprises
in 2018 was 33%, in 2019-2020 it was 27% of the total volume of loans granted to the country's
economy as a whole. The reason for the decline in the share of credit to small and medium-sized
businesses was the quarantine measures related to the pandemic.

The growth in the small and medium-sized business loan portfolio came from lending under the
government programmes "Economy of Simple Things”, " small and medium-sized business
concessional lending programme™ and others.

229



IKOHOMMUKA/IbIK FbI/IbIMAAD

The pandemic has had a major impact on small and medium-sized businesses worldwide,
including in the Republic of Kazakhstan. The pandemic has affected almost all areas of business and
adversely affected its full and effective functioning.

Due to the restrictive measures, the output of small and medium-sized businesses, especially in
large cities, decreased markedly, as measures were taken to prevent congestion. Many enterprises were
forced to cease their activities due to the reduced demand for their products. It cannot be overlooked
that part of the population switched to a remote format during the quarantine, which had some positive
effect. They began to actively use digital technology, and even after the pandemic, they continue to
order and deliver goods online. Another part was put on leave without pay and some were left
unemployed altogether. This situation increased social tensions in the country as this part of the
population was left without sources of income.

As in other countries, our country has provided state support to small and medium-sized
businesses. Small and medium-sized businesses have been given tax holidays, interest rate relief on
previously obtained loans, and relief on rent payments. However, in spite of the state support, it has to
be mentioned that these measures of the state support have not been available for all the small and
medium-sized businesses. The problems small and medium-sized businesses faced were lack of
accessible information, bureaucracy, and lack of proper communication with state support operators.
Having provided a reduced interest rate on previously obtained loans, the state has not abolished the
monthly payment on this loan for small and medium-sized businesses[15,16,17].

Regarding the tax exemptions granted, small and medium-sized businesses did not see any
support from the state. Tax payments were not abolished but only postponed, which imposes a double
burden on small and medium-sized businesses after the pandemic.

It is also impossible not to mention the large number of raids and fines imposed on small and
medium-sized enterprises. The purpose of these inspections was prevention, but, in fact, the results of
these inspections have had an adverse effect on the state of businesses in this area.

A positive development during the quarantine period is the availability of credit facilities in the
country's second-tier banks. Despite rather high interest rates for small and medium-sized businesses
compared to foreign countries, the demand for borrowed funds tends to grow.

Various measures are being taken around the world to stimulate the economy. Some states are
lifting all restrictive measures, others, on the contrary, are keeping a strict quarantine. In this regard,
we believe that with positive trends out of the pandemic, the pressure on business should decrease and
small and medium-sized businesses should be allowed to develop as in the pre-pandemic period. And
this will undoubtedly be a good stimulus for further development of small and medium-sized
enterprises.

Conclusions. During the pandemic at the global level, small and medium-sized businesses
faced difficult situations, and the support provided by the state saved many of them from outright
closure and even bankruptcy. Discussing the issue in the Senate, Senator Dauren Adilbekov said:
"There are problems in the system of small and medium-sized business lending. Demand for loans
from entrepreneurs is decreasing because of high interest rates, debt load, and increased risk of
delaying a loan. In addition, there are problems of expensive financing and excessive collateral
requirements. According to business representatives, if you take loans from second-tier banks, it's
currently at 14-15%"(2022) [19].

The main challenges for the further development of small and medium-sized businesses should
be highlighted:

- the general state of the country's economy;

- market competition;

- bank lending conditions;

- demand;

- the level of tax burden;

- low level of financial literacy

- lack of human resources [20].

In order to solve the identified problems of financial provision of credit resources to small and
medium-sized businesses, we propose:

230



ISSN 2305-9397. FbuibiM )#oHe b6intim. 2023. N° 2-3 (71)

1.government agencies should find an opportunity to provide small and medium-sized
businesses with cheap or interest-free loans. Start-up entrepreneurs with a great idea are not always
able to get it off the ground due to financial difficulties.

2. commercial banks should reconsider the collateral requirements towards softening;

3. to organise free financial literacy trainings by bankers for small and medium-sized businesses
on a regular basis. small and medium-sized businesses will receive information about business
banking services, changes in legislation, and benefits available to small businesses as a result of these
courses.

4. small and medium-sized businesses should switch more actively to the use of op - line sales.
This will reduce sales costs, attract new customers and close market gaps.

5. the management of commercial banks should pay constant attention to improving the
qualifications of banking professionals, as only experienced professional staff can provide quality
services to clients, including small and medium-sized businesses.

6. small and medium-sized enterprises should set up their own production facilities.

7.give preference to domestic enterprises when purchasing raw materials and supplies.

We believe that the above recommendations will provide a positive impetus for the further
development of small and medium-sized businesses.
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TYWUTH

Kazipri xarnaiina Kazakcran PecrmyOnmkacsiHIarel Ke3eK KYTTipMEHTIH MiHmeTTepiH Oipi
IIaFBIH JKOHE oOpTa OW3HecTi Jkeien JaMbITy Oonbin TaObutaabl. lllareiH koHE opTa OuW3HeC
MEMJICKETTIH 3KOHOMHKAJIBIK 9JI-ayKaThIHA TiKeJIel acep eTeii. AJl XabIKThl JKYMBICTICH KaMTy, 1IIIKi
HAPBIKTBl OTAHJIBIK TayapiapMEH TOJTHIPY, MEMJICKETTIK OIOJDKETTI TONBIKTHIPY JKOHE OJCEKENECTiK
opTa KaJbIITACTHIPY MAceNesepiH Mmienly Kol jKaraaiaa ocbiraH OainanbicThl. [llarbiH jxoHE opTa
OM3HECTIH TaOBICTHI JaMybl MEMJICKETTIH SKOHOMHUKAJIBIK ©CIMI MEH QJICYMETTIK-CasiCH YKaHFbIPYbIHBIH
HET13T1 KypaJIapbIHbIH Oipi OOIBIT TaOBLIA B,

by makanaga Kazakcranmarsl IIaFbIH )KoHE OpTa OM3HECTIH eI JKaJIIbI ilIKi eHIMiHE KOCKaH
YJIECi, TIpKENTeH XKOHE XKYMBIC ICTENl TYpFaH IIAFBIH JKOHE OpTa KACIIKEPIiK CyOhEKTUIEPiHIH CaHbI
’KOHE OCHI caiajia )KYMBICIICH KAMTBUIFaHIAP CaHbl CUAKTHI KOPCETKIIITEP/ Il KOca ajFaH/arbl MIaFbiH
JKOHE OpTa OM3HECTiH AaMy AMHaMHUKachl KapacTelpeuiabl. 2018-2020 sxpuigap Heri3iHae eKiHImi
JieHreln OaHkTep OOMBIHINA MaHEAMHSFa JCUIHIT JKOHE MaHAEMHUS Ke3IHJErl IarblH JKOHE opTa
Ou3HecTI HecweleHaipyre Tanmay kacanabl. lllekrey mapanapbl Ke3eHIHIEC MEMIICKET IIAFbIH YKOHE
opTa OW3HECKE CaJBIKTBIK >KEHULMIKTEP, KOCIKEpiK CcyObeKTiiepiHiH OypblH alFaH Hecuesepi
OOWBIHINIA CHIHAKBIHEI KEHUIJETY, JKaJIABIK TOJIEMIIEpi a3aluTy TypiHAe Koijgay KepcerTi. JlerenmMen,
OCBIH/Ial JKEHIIMIKTepre KapamacraH, Oy mpolecTe npodiemanap aHblKTaaabl. 1llareiH jxoHEe opTa
Ou3HECTI  HECHENCHIIPYAiH aHBIKTAIFaH MpoOJieMalapblH KO  MakcatbiHna Kaszakcran
PecrryOnukachiHa MIaFBIH JKOHE OpTa OW3HECTI OJaH Opi JAMBITYABIH MEPCIEKTUBAIBIK OarbITTaphl
A3ipIIeH .

PE3IOME
B coBpemeHHBIX YCIOBHAX OJHOW M3 akTyaJbHBIX 33mad B PecrmyOnmuke Kazaxcran siBisieTcs
YCKOPEHHOE Pa3BUTHE MAJIOTO U CpeaHero On3Heca. Maiblii U cpeaHuii OM3HeC HAMPSMYIO BIIHSCT Ha
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9KOHOMHYECKOE OJIarornoiydue rocyaapcrsa. A OT 3TOro BO MHOTOM 3aBHUCHT pEIICHHE MpoOIieM
3aHATOCTH HACENICHHS, HAMONHCHWE BHYTPEHHETO PHIHKA OTEYCCTBEHHBIMU TOBapaMH, MOMOJHEHHE
TOCYJApCTBEHHOTO OrOJKEeTa W CO3J[aHMe KOHKYPEHTHOW cpelbl. YCIEIIHOE Pa3BHTHE MAaJoro U
cpemHero OW3Heca SBISETCS OJHUM M3 KIFOYEBBIX HMHCTPYMEHTOB JKOHOMHYECKOTO pOCTa H
COIMANTLHO-TIOJIMTHYECKON MOJICPHU3AINH TOCYAapPCTBA.

B naHHOW cTaThe paccMaTpuBaeTCs JUHAMUKA Pa3BUTHS Malloro M CpeJHero Ou3Heca B
Kazaxcrane, BKJIIOYash Takue MOKa3aTelM, KaK BKJIAJ MaJloTO M CpeIHEro OM3Heca B BaJlOBOM
BHYTPEHHHH MPOAYKT CTPAHbI, KOJHUYECTBO 3aPETHCTPUPOBAHHBIX U JACHCTBYIOIINX MAJbIX U CPEIHUX
NPEANPHUITAN, YUCICHHOCTh 3aHATHIX B 3ToW chepe. [IpoBelieH aHANM3 KPEJAUTOBAHHSI Majoro W
cpenHero OmsHeca GaHkamu BTOporo ypoBHs 3a 2018-2020 romsl, KOTOpOe OXBaTHIBAET IEPHOJ IO
MaHJEMUA W BO BpeMsS NaHACMHH. B mepHom AeHCTBUSA OTPaHUYUTEIBHBIX MEp TOCYAapCTBO
OKa3bIBAIO MOJJCPKKY MaJlOMy W CpelHEMYy OW3HECYy B BHJIE HAJOTOBBIX JIBTOT, MPOICHTHBIX
MoCIa0NieHNH MO paHee MOJMYYCHHBIM OHM3HECOM KpEeIUTaM, CHIDKCHHIO CyMM IO apeHIHBIM
wiatexxam. OaHako, HECMOTPS Ha 3TO, ObUTH BBIABICHBI MPOOJEMBI B JAaHHOM BoImpoce. B renmsx
yCTpaHEHHsI BBISABICHHBIX MPOOJIEM KPEAUTOBAHHS MAJOro M CpeAHero Ou3Heca ObUIH pa3paboTaHbI
MIEPCIICKTHBHBIC HAMPABICHHS JabHEUIIET0 Pa3BUTHUSI MAJOr0 M CPEHEr0 MPEANPHHAMATEIhCTBA B
Pecnybnuke Kaszaxcran.
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STATE OF AGRICULTURE OF THE WEST KAZAKHSTAN REGION

ANNOTATION

Support for the agricultural sector is one of the most important tasks of the state. In all
developing countries, the agricultural sector is supported by the state. This industry is known for its
low adaptability to the market and competition.

Agriculture does not use its potential at a sufficient level, so it is very important to identify the
main problems at the regional level and find solutions to them. In all developing countries, the
agricultural sector is supported by the state. This industry is low adapted to the market and
competition.

In animal husbandry, small commaodity industries of the population's farms predominate. Black-
type technology of keeping and feeding animals is used, poor feed base, lack of full-fledged mixed
feed leads to low productivity of livestock and poultry.

Active influence on the development of the agricultural sector by economic methods can be
carried out by the state through credit and tax regulation, budget financing, regulation of conditions
and levels of remuneration, state programs, state orders, effective customs policy.

This article reflects the importance of the state regulation of this industry through its needs,
tasks, directions. The article used data characterizing the state and development of Agriculture in the
West Kazakhstan region.

Key words: agriculture, state support, crop production, animal husbandry, credit, financing.
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