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Development of directions for optimizing the conditions for
the functioning subjects of small and medium businesses in the
Republic of Kazakhstan based on the experience of developed
countries

Abstract. The article reveals the development of directions for optimizing the conditions for the
functioning subjects of small and medium businesses in the Republic of Kazakhstan based on the
experience of developed countries. The article introduces the study of small and medium businesses
development based on the experience of the United States, France, Germany, and Singapore. The
world experience is of particular interest in studying the facilitation of state support for small and
medium enterprises. The particular attention is focused on the role and significance of the SMEs
activities in various countries, namely, the micro and macroeconomic indicators, such as the level
of competition and employment, the introduction of new technologies and production efficiency,
structural changes in the economy, etc. depend on the efficiency and scale of the SMEs activity.
The experience of developed countries indicates that the development and expansion of small
and medium-sized enterprises create favorable conditions for economic recovery, a competitive
environment is being developed, as well as the sectoral and regional monopoly is being overcome.
Keywords: small and medium enterprises, foreign experience, SMEs, US experience, Singapore’s
experience.
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Introduction

The development of small and medium
enterprises in the Republic of Kazakhstan from
the first days of economic reforms is one of
the priorities of the state economic policy. The
business class is an integral part of a market
economy, an independent economic entity.
Most entrepreneurs belong to the so-called
middle class, which ensures the stability of not
only the state’s economy, which is based on the
market economy, but also influences the political
processes in society, avoiding the separation from

liberal and market values. The economic policy
of Kazakhstan was developed in a short time
by a narrow circle of specialists and was based
mainly on the experience of developed market
economies.

In developed countries, small enterprises
largely determine the pace of economic growth,
the structure and quality of the gross national
product, amounting to 40-50%, and in some
industries up to 70-80%.

In developed countries, the principle of
cooperation between large, small and medium-
sized enterprises is raised, and large associations
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do not suppress small and medium-sized
enterprises, but
especially in the field of individual industries
specialization and in innovative developments.

The scale, forms and mechanisms of state
regulation of the economy are largely determined
by national characteristics, traditions, the level of
the country’s economic development, its place
in the world system and many other factors.
Kazakhstan is only taking over new relations.
Nevertheless,
transferred without adjustment for the ‘youth’
of Kazakhstan market institutions, without
considering the local mentality, history, culture.
However, knowledge of foreign experience is
necessary in order not to repeat the mistakes,
use the experience accumulated over centuries,
and accelerate the process of civilized market
transformations [1; 18].

complement each other,

foreign experience is often

Methodology

The USA is characterized by extensive
experience in creating “business incubators” to
assist in the creation of new enterprises. Their
effectiveness is very high. They are driven by
subsidies from the federal government; funds
received from state and municipal governments;
assistance  from  industrial  corporations,
educational institutions, as well as from the rent
of entrepreneurs and percentage profits that came
from “incubators” and successfully operating
enterprises.

Small medium-sized  enterprises
have achieved such success in the USA due
to systematic and continuous state support
fields. The body
administering and coordinating all areas of
small business support and development is the
Small Business Administration (SBA), created
in 1953 as an independent agency of the federal
government [2; .32].

SBA has large budget funds at its disposal, the

annual budget of which ranges from 400 to 600

and

in various government

billion dollars, allocated both for direct subsidies
of certain types of entrepreneurial activity
and for indirect stimulation of small business
development.

Currently, SBA oversees the implementation
of over 20 specialized programs (short-term - for
acquiring circulating funds, export operations,
providing urgent assistance, etc., long-term -
for the acquisition of real estate, equipment,
modernization and expansion of activities, R&D,
etc.)

Significantly, providing small business
assistance has a social focus. Thus, in the entire
amount of finance for small businesses controlled
by SBA, special articles have been allocated to
help the ‘problem” segments of small businesses
that need it to a greater extent. These include:

- enterprises where women make up at least
51% of the management or the entire number of
the enterprise’s employees (in the USA there are
about 40% of those in SMEs);

- enterprises managed by veterans and / or
people with disabilities;

- small business among the indigenous
population;

- enterprises of ‘zones with the historically
underdeveloped business’.

SBA has developed the standards
methodology for determining the optimal size
of small enterprises. The standards relate to
the average annual income for a certain time
(depending on the industry for 12 calendar
months, 3 financial years, etc.), in some sectors
- average employment, an average number of
customers, etc.

In general, the experience of the United
States confirms that the state regulation policy
of entrepreneurship is effective if it meets
the interests of the whole society, and not of
the individual (regardless of their power and
influence) social groups.

However, it should be noted that there are

and

some differences between the EU member states:
in Greece, Finland, Sweden, Italy, Portugal,
and Spain, enterprises are much smaller in size
than in the EU (6 employees). In EU countries,
the implementation of state policy on small and
medium enterprises is distributed among several
Ministries or special sectors within Ministries.
This is usually the task of the Ministries of
Industry, Economy, Trade, or Employment. Thus,
in Germany and the Netherlands, the departments
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of small and medium-sized enterprises are
within the structure of the Ministry of Economy,
in France the corresponding department is
established in the Ministry of Industry, and in the
UK there is a special Ministry of Small Business.
[4; 41]

Under certain specifics, in most EU countries
there are similar private support institutions:

- chambers of commerce, operating mainly in
the field of training and education, technological
consulting, export support, certification, and
cooperation between enterprises;

- financial institutions (banks, venture capital
companies, construction companies) that provide
small and medium-sized businesses with access
to capital and financing;

- private consulting and law firms that provide
management and administration consulting,
technological, marketing consulting, etc.

A characteristic feature of the policy in the
EU countries regarding small and medium-sized
businesses is the increasing role of the regions.
Two groups of countries stand out here:

- countries where policymaking is carried
out at the government level, as, for example,
in Denmark, Greece, Ireland, Luxembourg,
the Netherlands, Portugal, and Great Britain.
Only the government has legislative power in
developing strategies, directions and measures
to support small and medium-sized enterprises;

- countries where regions have the power to
form policies regarding SMEs [4; 103].

However, despite the existing differences,
the EU countries have developed common
approaches to form a state policy for supporting
small and medium-sized enterprises:

- administrative and regulatory business
environment - simplification of the tax system,
reduction of statistical and tax reporting,
simplification of the procedure for obtaining
licenses, etc., the vast majority of countries have
created committees and agencies to analyze
the situation in this area, as well as to develop
measures for alleviating the administrative
burden.;

-financial conditions-mainly such government
support measures, as loan guarantees used to
modernize the equipment, or expand production
with an increase in the number of employees, are
applied;

— the generation of special funds and reserves
to support small and medium-sized enterprises,
as well as the use of fiscal incentives, grants,
and awards. The UK and the Netherlands, for
example, focus on providing loan guarantees [5;
319].

Table 1 shows the comparative indicators
of SMEs in Kazakhstan and the EU countries,
where it can be seen that SMEs in Kazakhstan
lag far behind in terms of their performance.
Besides, the share of medium-sized enterprises in
Kazakhstan is very small, amounting to only 4%
of GDP and 5% of employment, while in the EU
the share of medium-sized enterprises is about

Table 1
Comparison of SMEs in Kazakhstan and the EU for 2019

SMEs % of | Employment SMEs for 1000 | SMEs, % for | SMEs, % for

GDP rate in SMEs, % | people exports imports
Kazakhstan 28 38 22 18 62
Hungary 54 70 83 48 50
Germany 55 63 45 33 45
Spain 61 72 86 54 54
Norway 54 69 85 61 62
Lithuania 68 75 101 82 71
Greece 64 87 112 51 57
Note - by source [3]
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20% of GDP and employment. The employment
rate in small businesses in Kazakhstan is 32% (in
the EU countries - 50%), but the contribution of
small businesses to GDP is only 20%, whereas in
the EU it is about 40%. Thus, the main difference
is the low labor productivity in small businesses
and the underdevelopment of medium-sized
enterprises in Kazakhstan.

In France, at the national level, under the
supervision of the Prime Minister, there is a
Commission for the development of draft laws
that simplify the registration and creation of small
and medium enterprises (SMEs). The experience
of France is also interesting in stimulating the
transfer of enterprises to the periphery, to the
underdeveloped regions. In this case, small
and medium-sized enterprises receive targeted
loans for capital investments, restructuring of
production.

In Germany, the state can intervene the
economic process if the private sector is unable

to adequately adapt to existing or changing
working conditions and social requirements (for
example, in the field of environmental protection)
or to eliminate the disadvantages of economic
development. The most important regulatory
functions of the German state are related to law
enforcement and economic order in the country.
They provide for fundamental rights to freedom of
entrepreneurial activity, for example, the freedom
of contract, the right to join associations, create
branches and departments, choose a profession
and place of work, and independently set prices
for manufactured products. This also applies to
private property, its disposition, primarily by the
means of production (land, buildings, machinery,
and other fixed assets).

The second direction of public regulation of
entrepreneurial activity is its diverse support. [6,
101]. In France and Germany, public regulation
has become one of the means of structural
reforms, maintaining the level of business

Table 2
SMEs in Kazakhstan and the world for 2019
SMEs % of | Share of SMEs SME, % in SME, % in
GDP employed in | per 1,000 exports imports
SMEs, % inhabitants

Kazakhstan, 28 38 22 18 62
Russia 22 30 28 - -
Canada 58 58 35 30 37
Mexico 37 68 39 5 8
Brazil 50 62 23 15 -
Japan 50 53 37 54 -
USA 50 48 28 34 27
Ireland 39 72 78 35 67
Poland 51 68 64 47 52
England 48 54 50 43 49
Australia 55 68 98 5 -
Czech Republic 55 71 145 56 62
Slovakia 50 70 117 37 48
France 55 63 72 32 39
Finland 61 66 66 39 53
Denmark 60 65 59 56 68
China 58 82 79 42 -

Note - by source [3]
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savings, business development and preventing
the decline in the profitability of enterprises in
conditions of prolonged depression [7, 44].

As part of indirect regulatory methods, the
following measures are being implemented to
stimulate the development of small and medium-
sized enterprises, and table 2 presents the SMEs
of Kazakhstan and the world for 2019:

- subsidies covering up to 50% of the costs,
loans - direct loans (USA, Japan, Germany,
France, etc.);

- providing creditors (private banks, trading
companies, insurance firms, pension funds) with
government guarantees on loaned capital up to
90% (U.S.);

- cuts in taxes on social spending (Japan);

- expansion of tax benefits in the
implementation of research and development
work (Japan);

- abolition of taxes on investments in the
development of small and medium-sized
enterprises (France);

- application of simplified tax system (USA,
Canada, etc.);

- providing and guaranteeing loans in
addition to emergency loans (USA, Germany,
France, Switzerland);

- contracts for the development of new
products and technologies by the federal
authorities (virtually all developed countries);

- establishment of technical improvement
centers for small and medium-sized enterprises
(UK, Japan, Sweden, Austria, Germany);

- compensation for training costs (Japan);

- imported appliances and equipment
designed for research and development of high
technology, which is not produced by local
industry, are exempt from customs import duties
(China).

The Government of Singapore is interested
in promoting the development of SMEs to
be competitive in the international market.
Support for SMEs in Singapore is provided by
a specially created agency «Spring» providing
the development and implementation of
various programs to promote SMEs, develop
the entrepreneurial abilities of SMEs, provide
consulting services, training to manage the
business [8].

Let>s consider the main reasons for the
prosperity of the economy and entrepreneurship
in Singapore:

- the presence of a favorable economic
situation and an attractive investment climate in
the country. There is preferential tax legislation
for small business, which is aimed at attracting
foreign capital and investments;

- Singapore>s small business is based on the
provision of a variety of services: trade, transport,
communications, finance, tourism and others.
These services provide jobs for the vast majority
of the country»>s population, up to 70 to 80%;

- acceptable conditions have been created for
the opening of small businesses and for direct
activities, which are described in the legislation
and are subject to strict enforcement. Special
benefits are designed for small and medium-
sized enterprises starting their businesses.

Also, in Singapore there are a huge number of
various programs for preferential lending, which
include loans, credit risk insurance, subsidies,
financing of training and advanced training
of SMEs. So, SMEs in Singapore represents a
favorable economic situation and an attractive
investment image, as well as a developed state
policy in the field of SME support.

Discussion

Analysis of the practice and experience of the
management of successful domestic small and
medium-sized enterprises, as well as foreign
firms and companies, showed that for successful
work it is necessary to adhere to the following
principles:

- constantly adapting to environmental
changes in politics, economics, society and
technology;

- establishing a production strategy. In this
case, the question is that when choosing products
should be based not only on the available
demand for them. It is necessary to identify the
general operations for the production of various
products produced in the enterprise, to establish
the possibilities of common channels of delivery
of products to consumers, etc. This approach
reduces the cost of production and marketing of
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products, making the most of the production and
storage space;

- decision-making based on the company>s
capabilities.

Following these principles, in our opinion,
can allow the company to build a system of
management that would meet its internal ability
to produce high-quality products in accordance
with the requirements of the market and
implement it [1;124].

Based on the world experience, we will
develop the conceptual basis of state support
for small and medium-sized businesses. We
propose to use the following forms of support
for small and medium-sized enterprises, which
are part of three groups (creating an innovative
environment, financial support infrastructure
and non-financial support infrastructure).

Business support is accompanied by
government regulation. This is necessary in order
to:

- first of all, to ensure the development of
business in the sphere, material production,
development of market infrastructure;

- to abolish centralized resource allocation
structures, ensure unhindered overflow of
material and financial resources between different
sectors and sectors of the economy in accordance
with business development priorities;
the unbundling,
denationalization of structural units.

- to contribute to

1800
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When creating government support tools, it is
necessary to attract private businesses as much as
possible and gradually move away from support
tools as the private segment develops and
performs the necessary functions (e.g., Business
incubation) [10; 114].

Results and Conclusions

Currently, Kazakhstan uses a large number of
financial and non-financial forms and instruments
of state support for SMEs, specific forms to
support business are almost not developed. We
will make the main key points and problems on
which the improvement of the mechanism of state
support for small and medium-sized businesses,
which are faced by the state authorities of
industrialized countries in the implementation
of government support programs. It should be
based on an analysis of the business environment
and ensured by the effectiveness of the state
support mechanism, i.e. to have sociological and
scientific and methodological support. SMEs
may be in situations where financial support
is urgently needed, but there is a temporary
delay within the financial scheme, which makes
business inefficient. Levers must be found for
financial and other institutions to come to the
aid of SMEs at any time and to obtain various
preferences from the State in this situation. Due
to the negative impact of the pandemic, the

210

2020
» Employment and entreprencurship
m Economy of simple things

Figure 1 — Support for SMEs
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planned amount of state support for business
this year has increased sharply to almost 2 trillion
from about 4 trillion in previous years. First of all,
this is an increase of 4 trillion in funding for the
«Economy of simple things» program covering
industries from manufacturing to tourism and a
program of preferential lending to SMEs in the
affected sectors of the economy. The main areas
of state support for business are subsidizing
interest rates on loans, various forms of access
to banking services, infrastructure costs, and
entrepreneurship training figure 1, [11]. This
year, the planned amount of government support
for business is slightly increased to 72 billion
under the Business Road Map 2025 program.
Besides, the expansion of the digital economy
will stimulate the development of businesses
based on Internet technologies.

Thus, we come to conclusions about the need
to improve the mechanisms for implementing the
policy of improving the business environment
for SMEs in the Republic of Kazakhstan.

We will propose a system to improve the
government regulation of the development of the
small and medium-sized business sector. Its main
components are:

- setting programmatic goals and goals for
the development of small and medium-sized
businesses by state authorities;

- creating a relevant legislative and other
regulatory framework;

- developing a mechanism for implementing
programmatic objectives and goals in the

development of small and medium-sized
businesses;
- assessing the effectiveness of their

implementation and monitoring the results of
Government policy in small and medium-sized
businesses;

- a mechanism for adjusting the state policy
in the field of support and development of small
and medium-sized businesses.

Based on the above, we propose ways to
optimize the conditions for the development
subjects of SMEs in Kazakhstan, such as:

- monitoring of factors that determine threats
to domestic business in the EEU;

- improving the system of economic relations
for small enterprises in the field of production,
in order to ensure their competitiveness in the
world market;

- optimal combination of state and market
regulation of prices for products of small and
medium-sized businesses in order to revive the
effective demand of the population and increase
the competitiveness of domestic businesses in the
domestic and foreign markets;

- introduction of a system of minimum
guaranteed  prices
that provide them with a sufficient level of
profitability;

- implementation of flexible taxation of small
businesses whose activities are related to the

for small businesses

production of goods, providing tax incentives to
those producers who invest in the development
of priority industries and in the production of
products, or adhere to the principle of sustainable
development of production in compliance with
environmental standards;

- increasing the investment attractiveness
of small businesses, introducing tax and other
benefits that will help re-equip the material and
technical base of small businesses;

- regulation of export and import volumes for
the main strategic types of goods produced by
small businesses;

- implementation of targeted programs for the
restoration and development of priority sectors
of the economy, in which small businesses can
take the largest market share;

- direct financing of investment projects of
small businesses through financial institutions of
the state.

In order to improve the development of SMEs
in the Republic of Kazakhstan, we propose a
mechanism, management and monitoring of the
implementation of the Program. The program’s
implementation
consistently adopted by several policy and other
documents agreed upon by the expected results:

- a plan of action to implement the Programs
(the Plan of Activities) with a detailed indication
of specific actions aimed at achieving the
objectives of the Program, with the definition of

mechanism needs to be
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deadlines, executors, the form of completion, the
necessary costs for its implementation;

- strategic plans of the central executive bodies
of the Republic of Kazakhstan, approved by the
rulings of the Government of Kazakhstan;

- the programs of the development of the
territories and plans for their implementation,
approved respectively by the decisions of the
maslihats and mayors of the regions;

- strategies and plans for the development of
national holdings and national companies, other
state-controlled companies and partnerships
participating in the implementation of the
Program;

- strategies and plans for the development
of national development institutions, other
state-controlled companies and partnerships

involved in the implementation of the policy.
This procedure of developing and adopting the
above documents will increase the effectiveness
and transparency of the implementation of the
Programs at the vertical and horizontal levels,
ensure the consistency and synchronicity of
the implementation of the activities. A key
mechanism in the Program»s implementation
should be fact-based
evaluation and funding for performers based

monitoring  system
on results. Implementation of this approach
will require further improvement of the public
planning system of Kazakhstan, which should
primarily be reflected in new types of analysis
and evaluation - such as preliminary evaluation
of project programs, evaluation impact on
government resources.
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manns, Cunramyp. OcoOblit HHTEpec 4451 McCAe0BaHNs BOIIPOCOB OPTaHU3aLINY TOCYy AAPCTBEHHOI IO AAePKKI
MaJo0ro U CpejHero OusHeca IpeACTaBAseT MMPOBON OIBIT €€ OpraHMsaluy. AKIIEHTHPYeTCs BHUMaHMe Ha

poan " 3HaYMMOCTU (l)yHKLU/IOHI/IpOBaHI/I;I MCB B Ppa3amMaHBIX CTpaHax: OT Bq)CI)eKTI/IBHOCTI/I M MacIITabHOCTU
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Development of directions for optimizing the conditions for the functioning subjects of...

AesiteabHOCTH cyObekToB MCD 3aBucsT MHOTME MUKPO- I MAaKPODKOHOMMUYECKIe IT0Ka3aTeAl, TaKue KaK ypo-
BeHb KOHKYPEHIIMM ¥ 3aHATOCTH, BHeAPeHNe HOBLIX TeXHOAOTHUI 1 9PPeKTUBHOCTL TPOU3BOACTBA, CTPYKTYP-
Hble M3MeHeHMs B KOHOMUKe I.T.A. OIBIT PasBUTLIX CTPaH CBUAETEABCTBYET O TOM, YTO (pOPMUPOBaHUE U
pasBuTHe MaAOTO U CpeaHero Ou3Heca co3JaeT 0AaropusTHbIE YCAOBMS 4451 03A0POBAEHIS DKOHOMUKH, Pop-
MUPYeTCs ¥ pa3BUBaeTCsl KOHKYPeHTHasl cpeja, IIPeoA04eBaloTcs OTPacAeBOll U pernoHaAbHEIN MOHOIIOAMU3M.

Karouesbie caoBa: Maablit 1 cpeAHnit Ousnec, sapyoexxnniii onbiT, cyobektsl MCB, onprt CIITA, onprt Cun-

ramypa.

I'.A. Bastnauna’, M.A. basuanu?, H.K. Mampanos?
3 Topatizoipos yrusepcumemi, Ilaérodap, Kasaxcman

M. Ayaamos amuindazor Kocmanail umxenepAix- aKoHOMUKarvx ynusepcumemi, Kocmanaii, Kasaxcman

JlaMbIraH eagepain Toxipuobecin eckepe oTwIphin, Kasakcran PecriybankacbiHga MIaFblH JKoHe OpTa

Kacinkepaik cy0bekTiaepiHiH JKyMBIC icTey XafAaliaapbIH OHTaMAaHABIPY OarbITTapBIH 93ipaey

AnnxoTarms. Makazaga gaMbIFaH eaAepAi ToxXipnOecin eckepe oTerpsil, Kaszaxkcran PecrryOankacsHAaFE!
IIaFBIH JKoHe opTa OusHec cyObeKTidepiHiH XKyMBbIC icTey >KarJaiidapbhlH OHTalldaHALIPY OarbITTaphIH 93ipaey
Typaasl Kapacteipblaaael. AKI, @panrns, lepmanns, Cunramyp cusKTH eaAepAis ToxKipuOeciHe cylieHe OThbI-
PPBIII, IIIaFBIH JK9He OpTa OM3HEeCTiH 4aMyblHa 3epTTey JKypriziareH.

[larpra >xoHe opTa OM3HECTi MeMAeKeTTiK K0AJayAbl YIIBIMAACTEIPY MacedeAepiH 3epTTey YIiH OHBI Yii-
BIMAACTBIPYABIH 91€MAIK TaXXipnOeci epeKIlle KbI3BIFYIIBIABIK Tyablpassl. Typai easepaeri OB xpramertinig
peAi MeH MaHBI3ABLABIFbIHA epeKIlle Hasap ayJapblialbl, aTall aliTKaHAd, O9CeKeAeCTiK IIeH JKYMBICIIEH KaMTy
AeHrelfi, >kaHa TeXHOAOTUAAaPABI €HI13y JKoHe OHAIpiCTiH TMiMAiairi, PDKOHOMMKaAarbl KYPhIABIMABIK ©3repicrep
SKoHe T. 0. CHAKTBI KOIITereH MIUKPO SKoHe MaKpO®KOHOMMKaABIK KepceTkimrep IIOB cyObexriaepi KpI3MeTiHig
THMiMAiAiri MeH ayKbIMABLABIFbIHA OaliaaHBICTHL. JaMBbIFaH eadepAiH TaKipuOeci IarbiH JKoHe opTa OM3HECTiH
KaABIITAaCcybl MeH AaMybl DKOHOMMKaHBI CayBIKTBIPY VIIiH KOAaiiAbl JKarjaiidap >KacaiThIHLIH, O9ceKeaeCTik
OpTa KaAbIIITacaThIHBIH KOHE 4aMIUTHIHBIH, CalaAbIK )KoHe OHipAiK MOHOII0AM3M eHCepiaeTiHiH KyaAaHAbIpajbl.

Tyiiin ce3aep: marLiH XKoHe OpTa OusHec, mereadik Toxipude, OB cyonextiaepi, AKII Toxxipndeci, Cun-

raryp Toxipuobeci.

Information about the authors:

Baanouna I'./. — merisri asrop, 3.5.4. (Ph.D.), Topaitreipos yHuBepcuteTiHiH mpodeccops! (go11eHT), [1as-
aoaap, Kaszakcran.

Baanoun M.A. — 3.x.4., M. Ayaarosa ateiHgarsl KocraHar MH>XKeHepAiK-D5KOHOMMKAABIK, YHUBEPCUTETiHIH
rnpogeccopsr (gonent), Kocranaii, Kazakcran.

Mawpanos H.K. — 5.7 K., TopalirbIpos yHUBepCUTeTiHiH ara OKbITyIIbICH, I1aBaogap, Kasakcran.

Bayandina G.D. - The main author, Ph.D. in Economics, Associate Professor of the Department of Economics,
Toraigyrov University, Pavlodar, Kazakhstan.

Bayandin M.A. — Doctor of Economic Sciences, Associate Professor, M. Dulatov Rector of Kostanay
Engineering and Economics University, Kostanay, Kazakhstan.

Mashrapov N.K. — Candidate of Economic Sciences, Senior Lecturer of the Department of Economics,

Toraigyrov University, Pavlodar, Kazakhstan.

38 Ne 1/2021 A.H. Tymunaes amuindazvl EYY xabapuivicoinvin akonomuia cepusicol
ISSN: 2079-620X, eISSN: 2617-5193



