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Financial support for small businesses

Abstract. The article “Financial support of small businesses” is devoted to the analysis of lending
to small businesses by second-tier banks. During the writing of the article, the goal was set to identify the
adequacy of financing of small businesses with the existing level of lending by banks in Kazakhstan. For
clarity and objectivity of the analysis, eight years were taken as the study period. In the course of the study,
digital materials and data of the National Bank of Kazakhstan, second-tier banks were used, and various
analysis methods were used to make objective conclusions. The hold of various research methods, such as
analysis, synthesis, comparison of generalization and a systematic approach, allowed identifying periods
of decline and increase in lending to small businesses. Conclusions were drawn based on the study.
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Introduction. The state uses banks as an intermediary in solving the main problem -
lending to the real sector of the economy, including small businesses. In the anti-crisis package of
measures, commercial banks act as the main channel channeling government resources to certain
sectors of the economy to stabilize them. State lending is carried out, first of all, at the expense of
the Budget, with the help of the Development Bank and second-tier banks.

Not only enterprises, but also sectors with a seasonal production cycle, are transferred
to budget lending. By receiving budget loans on more favorable terms, enterprises are able to
stabilize their financial situation. Budget lending can be seen as a temporary measure of support
for enterprises in a crisis period. It is budget lending that enables enterprises and industries with a
seasonal production cycle to recover the material and technical base and working capital lost due
to a lack of finance. [1]

The purpose of the article. While writing of the article, the goal was set to identify the
adequacy of financing of small businesses with the existing level of lending by banks in Kazakhstan.

Problem statement. To achieve this goal, the authors identified the following range of
tasks: to analyze lending by banks to small businesses; consider the industry structure of the loan
portfolio; identify the share of lending to small businesses; show the structure of lending by banks
to small businesses in the context of economic sectors; Based on the study, take stock and draw
conclusions.

History. Such foreign scientists as Borodkina V.V., Oralov A., Moiseeva L.A., Mortaza
A.Ya., Filobokova L. Yu. Dealt with questions of researching the history, theory and practice
of financing small businesses both by the state and second-tier banks., Chernysheva Yu.G., and
others.

Research Methods. The methodological basis of the study is the dialectical method of
cognition. In the research process, both general scientific methods and theoretical and empirical
methods were used, as well as special methods of cognition (statistical methods).

Theoretical analysis of scientific literature, periodicals and statistical data was carried out
with the aim of studying the work of foreign and domestic scientists and their generalization.

During the analysis, statistical data of annual reports, documents, statistical and analytical
materials of the National Bank and commercial banks were used. Methods of analysis, comparison,
induction, deduction of generalization and a systematic approach allowed us to identify periods
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of decline and increase in lending to small businesses. For clarity and objectivity of the study, an
eight-year period was taken for analysis.

Results and discussion. As mentioned above, the lack of full financing of the real sector of
the economy by second-tier banks of Kazakhstan contributed to the activation of the state through
a system of national holdings and development institutions.

Let us consider whether banks really refused to lend to the real sector of the economy, using
the example of lending to small businesses. Since in Kazakhstan it is small businesses that are one
of the main representatives of the real sector of the economy.

Let’s start our research with the analysis of lending to the real sector of the economy of
Kazakhstan. Short-term loans are actively used by enterprises of the real sector of the economy

mainly as working capital and bring profit not only to banks, but also to enterprises themselves.
(Table 1) [2].

Table 1
Credit investments of second-tier banks of Kazakhstan by terms of crediting,
billion tenge

Years Total Volume of short-term loans Volume of long-term loans
billion tenge | share in % billion tenge [ share in %
2011 8 781 1 694 19,3 7087 80,7
2012 9958 1955 19,6 8 003 80,4
2013 11292 2130 18,9 9162 81,1
2014 12 106 2 497 20,6 9 609 79,4
2015 12 674 2157 17,0 10517 83,0
2016 12 708 2214 17,5 10 494 82,5
2017 12705 1904 14,9 10 801 85,1
2018 13092 1 988 15,2 11 104 84,8
Note - Compiled by the authors on the basis of the source [2]
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Figure 1-Dynamics of credit investments of second-tier banks by terms of crediting, billion tenge

As you can see from the table and figure (given for clarity) in the structure of lending to the
real sector of the economy, the share of long-term loans is much larger than the share of short-term
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loans. The ratio of short - term loans in the range of 14.9-20.6%, and long-term loans in the range
0f 79.3-85.1%. Short-term loans are actively used by enterprises of the real sector of the economy
mainly as working capital and bring profit not only to banks, but also to enterprises themselves.
Until 2014, there is a constant growth of short-term loans from 19.3% to 20.6%, with a decrease
in the share of long-term loans. In 2015, there is a sharp decline to 17% and in the period before
the beginning of 2019, lending volumes fluctuate, increasing or decreasing in the range from 17
to 15.2 percent.

From 2011 to 2013, the share of long-term loans was relatively stable, but in 2014 it declined
t0 79.4%. In 2015, the share of long-term loans in the total volume of loans to the real sector of the
economy increased to 83.0%, due to the use of funds within the framework of state programs to
support the country’s economy. In 2018, the share of long-term loans decreased slightly by 0.3%
and amounted to 84.8 % of total lending. [2] Consider the loan portfolio of banks in the context of
the currency of lending (Table 2)

Table 2
Credit investments of second-tier banks by lending currency, billion tenge

Years Total Loans in national currency Loans in foreign currency
billion tenge |share in % billion tenge | share in %

2011 8 781 5681 64,7 3100 35,3
2012 9958 7 041 70,7 2917 29,3
2013 11292 7937 70,3 3355 29,7
2014 12 106 8 564 70,7 3542 29,3
2015 12 674 8401 66,3 4273 33,7
2016 12 708 8579 67,5 4129 32,5
2017 12 705 9367 73,7 3339 26,3
2018 13 092 10 095 77,1 2997 22,9
Note - Compiled by the authors on the basis of the source [2]
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Figure 2-Dynamics of credit investments of second-tier banks in the currency of crediting, billion tenge

From the table in the total volume of Bank loans, the activation of lending was more observed
in the tenge segment of the credit market, so from 2011 to 2014 there is an increase in the share of
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tenge loans in the total volume from 64.7% to 70.7%. In 2015, the share of loans in the national
currency decreased from 8,564 billion tenge-70.7% in total loans to 8,401 billion tenge-66.3% by
4.4% to 163.0 billion tenge. From 2016 to 2018 there was an increase in the volume of tenge loans
to 77.1%, which is 10.8% more than in 2015. The use of foreign currency loans by enterprises
remained unchanged from 2012 to 2014, except for a slight increase in 2015 to 4,273 billion tenge.
The share of loans in foreign currency in the total volume of loans in 2015 amounted to 33.7%,
which is less than in 2011 — 35.3%. In 2016, there is also a tendency to decrease the volume of
loans in foreign currency, they decreased by 1.2 % relative to the total volume of lending. In 2018,
the share of loans issued in foreign currency decreased to 22.9%.

Currency devaluation on the 11" February 2014, when the tenge depreciated by 20% with
154 an increase of tenge to 185 tenge per dollar, and the change in exchange rate in quarter 4 of
2015 had a negative impact on economic activity of enterprises resulting from the transition from
the 20 August 2015 to the regime of freely floating exchange rate of tenge and greatly affected
the businesses that use Russian ruble, US dollar and Euro in settlements with foreign partners.
[3] Accordingly, the increase in foreign currency lending is also due to the revaluation of foreign
currency.

A comparative analysis of the volume of lending to small businesses and the population
(individuals) Table 3.

Table 3
Bank Loans to small businesses and individuals, billion tenge
Non-Bank legal entities Individuals
Short-term Long-term Short-term Long-term
Years| Total Total ?n in, %n in, Total %n in, %n in,
national | foreign | national | foreign national | foreign | national | foreign
currency |currency| currency currency currency | currency | currency | currency
2011 | 1341 |1012| 167 37 564 244 | 329 13 2 223 91
2012 | 1412 |1092| 215 46 637 194 | 320 15 1 232 72
2013 | 1283 | 959 157 25 506 271 | 324 16 1 244 63
2014 | 1788 |1479| 260 114 743 362 | 309 17 1 249 42
2015|2060 |1777| 231 146 918 482 | 283 12 1 227 43
2016 | 3003 |2728| 454 260 1237 775 | 275 15 1 228 31
2017 | 2789 |2600| 286 116 1411 787 | 189 9 0 180 0
2018 | 2364 |1984| 287 101 1174 | 422 | 380 1 0 270 109
Note - Compiled by the authors on the basis of the source [3]
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Figure 3-Dynamics of lending by banks to small businesses and individuals, billion tenge
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On the basis of the table, it can be concluded that from 2011 to 2016, against the background
of an increase in lending to small businesses, there is a decrease in lending to the population,
which can be clearly seen in figure 3. In 2017, 2018, there is a decline in the financing of small
businesses by banks. Lending to individuals in 2017 decreased by 86 billion tenge, and in 2018
there was a sharp increase in more than two times by 191 billion tenge and amounted to 380
billion tenge.

In 2016, the total volume of lending to small businesses increased by almost 31.4% and
amounted to 3003 billion tenge, which is 943 billion tenge more than in 2015. In 2018, there was
a decline in lending to small businesses to 2364 billion tenge. Above it was considered how many
loans issued to small businesses by commercial banks. Now let’s look at which sectors of the
economy banks issue more loans, and which almost do not lend (table 4)

Table 4
Loans to small businesses by sectors of the economy, billion tenge

2011 2012 2013 2014 2015 2016 2017 2018
billion| share |billion| share |billion| share [billion| share |billion| share |billion| share |billion| share | billion | share
tenge | in % |tenge | in % |tenge | in % |tenge | in % |tenge | in % |tenge | in % |tenge | in % | tenge | in %
industry 192 | 143 | 187 | 13,2 | 152 | 11,8 | 229 | 12,8 | 321 | 15,6 | 389 | 12,9 | 372 | 13,3 | 348 | 14,7

agriculture | 61 | 45 | 54 | 38 | 43 | 34 | 81 | 45| 8 | 41 | 206 | 6,9 | 363 | 13,0 | 198 | 84
construction| 233 | 17,4 | 229 | 162 | 133 | 10,4 | 233 | 13,1 | 269 | 13,1 | 405 | 13,6 | 330 | 11,9 | 249 | 10,5
transport 41 | 3,1 | 50 | 3,5 | 57 | 44 | 8 | 48 | 137 | 6,6 | 148 | 49 | 151 | 54 | 149 | 6,3
communic 19 | 14| 21 15121 (1,622 12|17 08| 16 |05 | 11 | 04 16 0,7
ation

trade 414 130,9 | 460 | 32,6 | 393 | 30,6 | 603 | 33,7 | 663 | 32,2 | 1110] 36,9 | 748 | 26,8 | 543 | 23,0
other 381 | 28,4 | 411 | 29,2 | 484 | 37,8 | 535 | 29,9 | 568 | 27,6 | 729 | 24,3 | 814 | 29,2 | 860 | 36,4
sector

total inthe | 1341 | 100 | 1412 | 100 1283 | 100 |1788| 100 |2060| 100 |3003 | 100 |2789| 100 | 2364 | 100
Republic
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Figure 4-Structure of Bank loans to small businesses by sectors of the economy,
billion tenge

According to table 4, the most attractive borrowers for banks are IP and small companies
operating in the service sector (27.6%) in 2015 and (36.4%) in 2018. As well as trade enterprises,
which account for almost a third of all loans issued to small businesses (36.9) in 2016 and (23%)
in 2018. Loan portfolios in these sectors over the past year increased by 7.2% and decreased by
3.8%, respectively.
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At the same time, the volume of loans issued to industrial and transport small enterprises
grew at a faster pace - by 34.2% (from 229 billion tenge in 2014 to 348 billion tenge in 2018) and
43% (from 85 billion tenge in 2014 to 149 billion tenge in 2018), respectively. These two sectors
increased their shares in the total portfolio (to 14.7% and 6.3%), displacing the traditional leaders.
The only industry in which the portfolio of loans to small businesses declined was the sphere of
information and communication. And its, already small share fell to a minimum of 0.4% in 2017.

In 2016, there was a sharp increase in lending to agriculture, volumes increased from 85
billion tenge to 206 billion tenge, in 2017, the growth of lending to the industry continued to 363
billion tenge. However, in 2018, the share of agriculture in the total volume of lending remains
insignificant 8.4%.

In 2015, in the portfolio of loans to small businesses, lending to agriculture occupies only
4.1% even with an increase to 85 billion tenge. The volume of loans decreased from 61 billion
tenge in 2011 to 43 billion tenge in 2013. Then rose to 363 billion tenge in 2017 and again showed
a decline in 2018 to 198 billion tenge.

Kazakhstan has all the prerequisites for a multiple increase in the number of peasant
and family-type farms. The more family farms there are, the more effectively socio—economic
problems and issues of food security of the country will be solved. The stores are dominated
mainly by imported food products.

The reason for this situation, according to experts, is that during the implementation of
agricultural policy, the reliance is made mainly on large agricultural enterprises with insufficient
support for small farms, which contradicts the fundamental postulates of the market economy
and introduces an imbalance in the competitive environment. There is no growth in exports of
agricultural products, except for grain. [5]

Support for the growth of lending to industrial enterprises was provided by the allocation of
funds from the National Fund for the targeted financing of SMEs in the manufacturing industry.
In 2014-2015, a total of 200 billion tenge was allocated from the National Fund in three tranches.
Taking into account revolving financing (provision of new loans at the expense of funds from
repayment of previously issued loans by entrepreneurs), the portfolio under this program as of
January 1, 2016 amounted to 223.5 billion tenge. [6]

Among the sub-sectors of the manufacturing industry, the production of food and beverages
is the leader in terms of the volume of concessional state loans received - 41% of the total amount
of such loans. Enterprises producing other non-metallic mineral products (mainly construction
materials) accounted for 18.4%. SME:s in the sphere of metallurgy and mechanical engineering -
9.6%.

In addition, in 2015, the state Fund Damu subsidized SMEs (in different sectors of the
economy) interest rate on Bank loans-a total amount of subsidies 26.6 billion tenge. THE top
3 sectors in terms of subsidies received: manufacturing (with a share of 32.8%), transport and
warehousing (28.8%), auto repair (7.6%).

Another 29.7 billion tenge was issued by the Fund as guarantees for loans. Among the
recipients of guarantees, the manufacturing industry (with a share of 44%), transport and
warehousing (15%) and agriculture (8%) are also in the lead.

In General, state support was received by small and medium-sized enterprises in more than
20 sectors. Including health and social services, education, accommodation and nutrition services
[7].

Conclusion. Analysis of lending to the real sector of the economy of Kazakhstan allows
us to conclude that, despite some positive developments in the real sector of the economy, the
key problem of real sector enterprises remains the lack of financial resources, which is largely
due to the need for further development of the economy. The financial market of Kazakhstan
is influenced by external and internal factors - the impact of sanctions of a number of countries
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applied against the Russian Federation on the financial sector and the economy of Kazakhstan,
lack of resources, liquidity risk.

2015 was marked by a significant increase in external negative factors that led to increased
vulnerability of the financial sector and in General to a slowdown in business activity of the
real sector of Kazakhstan. At the same time, there was some activation of lending to small and
medium-sized businesses in the framework of state programs to support small and medium-
sized businesses. The dependence of Bank funding on deposits of quasi-public sector companies
continues to be high. In General, at the end of 2014, the share of funding provided to banks by
the state in the face of quasi-state companies and UAPF amounted to 64% of the deposits of legal
entities, including the share of deposits of JSC «national welfare Fund» Samruk-Kazyna « is
estimated at 17%.

Also, one of the ways out of this situation is the implementation of the state Program
«business Road map 2020», which is designed to implement the address of the First President of
the Republic of Kazakhstan Nursultan Nazarbayev to the people of Kazakhstan «New decade-
New economic growth — New opportunities of Kazakhstan» and the Strategic development plan
of Kazakhstan until 2020. «Business roadmap 2020» is a program of issuing state grants and loans,
reducing interest payments on the loan, guaranteeing loans and training of entrepreneurs, aimed at
supporting and developing small and medium-sized businesses in the Republic of Kazakhstan [8].

In General, during the study period from 2011 to 2018, the dynamics of lending to the
real sector of the economy by second-tier banks in Kazakhstan is growing, the most attractive
industry is trade. The dynamics of lending to industrial enterprises is relatively stable, without
sharp fluctuations. The deterioration of credit indicators is observed in the construction industry.
The share of long-term loans is much higher than short-term. Loans in national currency are
increasing, in foreign currency are insignificant.

Analysis of lending to the real sector of the economy by second-tier banks shows that the
situation is quite unstable and requires an increase in lending rates. Real indicators of lending to
the real sector of the country’s economy are insufficient to modernize production, to replenish
the growing needs for working capital. The increase in production indicators of the real sector
of the economy can be achieved through the introduction of new capacities, the use of new
technologies, which is possible with increased funding, through Bank loans. At the same time,
the increase in lending by second-tier banks at their own expense is impossible due to insufficient
credit resources. Only the implementation of a number of state programs to support the country’s
economy, includes lending to the real sector of the economy, contribute to maintaining relative
stability in the country’s economy.
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M.T. KoaamanoBa, A.E. ’Kamuena
JL.H. I'ymunes amvinoaevr Eypasus ynmmuix ynusepcumemi, Hyp-Cynman, Kazakcman

HIaFbIH KICINKePIiK Cy0beKTUIEPiH KAPKBLIBIK KOJIAy

Amnnarna. «lllareH KociKepimiK cyOBEeKTUIEPiH KApKBUIBIK KOJIAy» MaKalachl eKiHII JeHTreiie-
ri OaHKTEepAiH MIaFbIH KOCIMKEPIiK CyObeKTiJIepiH HeCHeIeH IIPYiH TajiayFa apHajaFaH. MaKkajaHbl xKa3y
OaphICHIH/IA IIAFBIH KOCIMKEPIiK CyObeKTiIepiH KapKputaHabipyaa Kasakcran OaHkTepiHae Hecue Oepy-
JIH Ka3ipri JeHrefiHiH KeTKUTIKTIITiH aHBIKTay MaKcaThl KOWBUTIBL. JKypri3ijreH TajinayIbH KOPHEKITIr
MeH OOBEKTUBTLIIT] YIIIiH 3€PTTEJIETIH Ke3€H PETiHJIE CeTi3 )KbUT albIHAbI. 3epTTey OaprichbiHna Kazakcran
¥nrTeIK BaHKiHIH, eKiHII JeHreineri OaHKTep/IiH CaHIbIK MaTepHaIIapbl MEeH JepeKTepl KOIJaHbUI/IbI,
COHJIali-aK OOBEKTUBTI KOPBITHIH/IBI JKacayFa MYMKIHIIK OEpeTiH TalIayablH TYPJi SIicTepi KOJMIaHbLI-
nel. Tanmay, cHHTE3, )KUHAKTAY JKOHE JKYHeli TOCUIAl CalbICThIPY CHSIKTBI 3€PTTEYIIIH OpPTYPIIi 9iCTEpiH
naiiTanany IarblH KOCIKePITiK CyObeKTijiepiHe Hecrue Oepy KoJIeMiHiH TOMEHIeyi MEeH YJIFato Ke3eHIepiH
aHBIKTayFa MYMKIHJIK Oepi. XKypri3iireH 3epTTey Heri3iHae KOPBITHIH/IBI )Kaca Ibl.

Tyiiin ce3aep: MAarbH KOCIKEPIIiK CyOBbeKTiCl, 0aHK, HeCHe MOPTQei, Kapbl3 alyIIbl, YJKOHOMHUKA,
OHEPKACITI.

M.T. KoaamanoBa, A.E. ’Kamuena
Espazuitickuti nayuonanvuwii ynueepcumem umenu JI.H. I'ymunesa, Hyp-Cynmarn,
Kazaxcman

DuHaHCOBAs MOAAEPKKA Cy0beKTOB MAJI0r0 NMpeANpPHHIMATEIbCTBA

AnHortauus. Crarbs «PuHaHCOBasi MOAJCPKKA CYOBEKTOB MaJIOrO MPEeINpPUHUMATEIbCTBA» I10-
CBSIILIEHA aHANN3Y KPEAUTOBAHMSA CyOBEKTOB MaJIOTO MPEANPUHUMATENLCTBA OaHKaMH BTOPOTO YPOBHSI.
B xone HanmcaHus ctaTbu OblIA ITOCTABICHA LEb BBISBUTH JOCTaTOYHOCTh (PMHAHCUPOBAHUS CYOBEKTOB
MaJIOro IpeIpPUHIMATEIbCTBA IIPH CYLIECTBYIOLIEM YPOBHE KpenuToBanus 6ankamu Kazaxcrana.

s HarmAgHOCTH M OOBEKTUBHOCTH HPOBOIMMOIO aHajJM3a B KaueCTBE HCCIELyEeMOro Mepuoaa
B3STO BOCEMb JIeT. B xoze uccienoBanms ObUIM MCIIONB30BaHbl LU(POBBIE MaTepralsl U AaHHble Hanmo-
HasibHOTO Oanka Kazaxcrana, 0aHKOB BTOPOTO YPOBHSI, @ TAKXKE NPUMEHSIIMCH Pa3IMYHbIe METOIbI aHAJIH-
3a, TMO3BOJISIIOIIUE C/IENaTh OObEKTUBHBIE BBIBOALL. VICIONb30BaHNE Pa3InUHBIX METOIOB HCCIIEOBAHMS,
TaKUX KaK aHaJIu3, CHHTE3, CPaBHEHHE 0000IIEHNS M CUCTEMHOT'0 IIOAXO0/1a, TIO3BOJIMIIN BBISIBUTE IEPUOBI
craja ¥ yBelIM4deHus: 00beMOB KPEAUTOBAHHS CyObEKTOB MAJIOTO NMpeanpuHuMareibeTBa. Ha ocHoBanun
MPOBEICHHOTO MCCIEOBAHUS ObUIN CIIEJIaHBI BHIBOBI.

KiroueBble ciioBa: cyObeKT Majoro npeanpuHUMATeIbCTBa, OaHK, KPEOUTHBIH MopTdens, 3aeM-
LMK, 5KOHOMHUKA, IPOMBIIIIEHHOCTb.
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