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We have to understand the barriers that hinder SMB development and the
cultural aspects of developing entrepreneurship in transition economies. Especially
in Kazakhstan the entrepreneurship development is sensitive to historical and
cultural factors.

The success of particular transition economies in SMB development seems
to originate in adequate systemic solutiong applied to Kazakhstan: macro-economic
conditions that provide incentives to develop business and in which main SMB
development barriers are minimized, ability to properly train people and develop
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are o_f a delicate and political nature. On the other hand, many entrepreneurs are
convinced that the government =lite is usually aware of such problems but not
always interested in their radical termination. Tney claim that systematic
inefficiencies remain in place for years, since companies connected to the
country’s establishment can anyway avoid most of the problems that other average
entrepreneurs have to face. It gives the former a specific comparative advantage in
a competitive environment. That is why support and development of SMB
programs may have a declarative character, and for years many good regulations
remain on paper only.

Often, SMB development suffers from pressures stemming from current
budget needs and influential Ministries of Finance. In the absence of strong
counterbalancing government institutions that would promote long-term growth
(and create a long-term vision-strategy of SME sector); the current income from
taxes seems to be more important than all multiplier effects involved.

Experience from various transition economies helps to put together a
comprehensive list of most common barriers hindering SMB development. They
could be divided into two major groups: internal barriers within the enterprises
themselves and external barriers in their business environment.

Internal barriers refer first of all to limited own resources of entrepreneurs
and limited possibilities to identify business opportunities. They are complemented
by lack of market economy experience, understanding of modern business and
ability to cope with risky and unpredictable market environment.

External barriers stem from the economic and business system surrounding
entrepreneurs. In the process of their decision-making, entrepreneurs are not
guided directly by anyone, however, they try to optimize their criterion functions
under given constraints and parameters, which are given from outside. The rules
and norms of taxation as well as the availability and conditions of credits are
usually the two most controversial areas of SMB environment, usually interpreted
by the business community as major barriers in development of the sector.

Conducted surveys, direct contacts with entrepreneurs and exchange of
information with other business centers in the region, indicate the existence of six
fundamental or primary barriers in SMB development in Kazakhstan:

e Burden and complexity of taxes;
Difficulties in receiving all necessary licenses and permits for starting,

conducting and developing own business;
Excessive direct intervention in business operations by representatives of
various official institutions and multi-layer corruption of political and

economic structures;
Difficulties in obtaining adequate credits to set up and develop business. In

life, entrepreneurs are usually exposed to the lack of adequate financial
ces, e.g. soft loans tailored to the needs of the SMB sector — with
sizes of credit, encouraging credit terms (low interest rate, realistic
od, flexible approach to collateral, etc.).
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and already functioning entrepreneurs (including knowledge on hox.zv to

identify business opportunities, how to precisely articulate a new bquness

concept and prepare a powerful business plan according to international
standards)

o Difficulties in access to business information (especially information on
foreign markets and potential partners) and various difficulties m
establishing business ties with foreign partners.

The basic challenges of transition economies include privatization,
restructuring, and institutional changes, but the universal ones also cover such
issues as the globalization of international business with a growing measure of
competition, requirements of the world technical progress and revolution of the
information age.

The challenge of today Kazakhstan is to be capable of sufficient reallocatio_n
of resources and training support to the most needed societies. The bottom line 15
that the entrepreneurial training and education still the only tool in our hands that
can help utilize existing economic systems of the transition period and reduce the
existing differences visible in the final transition results. This is an important
message for the international community on the rationale of training resource
allocation and of support to creation of comprehensive systems of training and
education that can deal with entrepreneurship development.

This does not mean that training and education conducive to entrepreneuri?tl
development can do wonders in any economic and political environment. Within
certain range of systemic solutions they can, however, help utilize the existing
possibilities. What’s more, they can create necessary pressures on acceleration of
country’s changes. Yet eventually, they can be fully effective only in a clear
context of a conductive economic system that creates sufficiently aggressive
motivation to generate the entrepreneurial effort.

The challenges of launching a business in Kazakhstan are shown below.!
Entrepreneurs can expect to go through 7 steps to launch a business over 20 days

on average, at a cost equal to 7.0% of gross national income (GNI) per capit?:

They must deposit at least 23.1% of GNI per capita in a bank to obtain a business
registration number.

- —
Indicator Kazakhstan | Region OECD
Procedures (number) 7 9 6
Time (days) 20 32 16.6
Cost (%o of income per capita) 7.0 141 53
Min. capital (% of income per capita) 931 53.9 36.1

Dealing witfz licenses: The steps, time, and costs of complying with licensing and
permit requirements for ongoing operations in Kazakhstan are shown below. 1!
takes 3-2 steps and 248 days to complete the process, and costs 35.04% of incom®
per capita. ’ ‘
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Indicator Kazakhstan | Region OECD
Procedures (number) 32 21 14
Time (days) 248 242.5 149.5
Cost (% of income per capita) 35.0 564.9 72.0

Employing Workers: The difficulties that employers in Kazakhstan face in hiring
and firing workers are shown below. Each index assigns values between 0 and 100,
with higher values representing more rigid regulations. The Rigidity of
Employment Index is an average of the three indices. For Kazakhstan the overall

index is 23.

Indicator Kazakhstan | Region OECD
Difficulties of Hiring Index 0 34.2 27.0
Rigidity of Time Index 60 50.7 45.2
Difficulty of Firing Index 10 37.1 274
Rigidity of Employment Index 23 40.8 333
Hiring cost (% of salary) 22 26.7 214
Firing costs (weeks of wages) 8.7 26.2 31.3

Registering Property: The ease with which businesses can secure rights to property
is measured below. In Kazakhstan it takes 8 steps and 52 days to register property.
The cost to register property there is 1.8% of overall property value.

Indicator Kazakhstan | Region | OECD
Procedures (number) 8 6.4 4.7
Time (days) 52 102.0 31.8
Cost (% of property value) 1.8 2.7 4.3

Getting Credit: Measures on credit information sharing and the legal rights of
borrowers and lenders in Kazakhstan are shown below. The Legal Rights Index
ranges from 0-10, with higher scores indicating that those laws are better designed
to expand access to credit. The Credit Information Index measures the scope,
access and quality of credit information available through public registries or
private bureaus. It ranges from 0-6, with higher values indicating that more credit

information is available from a public registry or private bureau.

Indicator Kazakhstan | Region OECD
 Indicator
Legal Right Index g 5.5 6.3
Credit Information Index 4 2.0 5.0
Public registry coverage (% of adults) 0.0 1.7 8.4
bureau coverage (% of adults) 5.5 9.4 60.8
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protection: transparency of transactions (Extent of Disclosure Index), liability for
self-dealing (Extent of Director Liability Index), shareholders’ ability to sue
officers and directors for misconduct (Ease of Shareholder Suits Index) and
Strength of Investor Protection Index. The indexes vary between 0 and 10, with
higher values indicating greater disclosure, greater liability of directors, greater
powers of shareholders to challenge the transaction, and better investor protection.

Indicator Kazakhstan | Region OECD
Disclosure Index 7 4.7 6.3 |
Director Liability Index 1 3.8 5.0
Shareholder Suits Index 9 6.0 6.6__j
Investor Protection Index 5.7 4.8 6.0

Paying Taxes: The.: effective tax that a medium size company in Kazakhstan must
pay or withhold within a year is shown below. Entrepreneurs there must make 34
payments, spend 156 hours, and pay 45.00% of profit in taxes.

Indicator Kazakhstan | Region OECD
Payments (number) 34 48.3 153
Time (hours) 156 423.0 202.9
Total tax rate (% of profit) 45.0 56.0 47.8

Trading Across Borders: The costs and procedures involved in importing and
exporting a standardized shipment of goods in Kazakhstan are detailed under this
topic. Every official procedure involved is recorded - starting from the final
contractual agreement between the two parties, and ending with the delivery of the

goods.

Indicator :

Documents for export (number) Kazalk 4hSta“ R*;g:lﬂ 04E(83D
Time for export (days) 03 29- : ld 5
Cost to export (US$ per container) 2,780 1 4.50 81-1
Documents for import (number) 18 1’0 5 5
Time for import (days) BT 37-1 12. :
Cost to import (US$ per container) 2,880 1 5'89 88'3

Enforcing Contracts: The ease or difficulty of enforcing commercial contracts in

Kazakhstan is measured below. It takes 37 ste : ,
there. The cost of enforcing contracts is 11.53 ﬁsoi"n(?e; t83 days to enforce contracts

Indicator

Payments (number) - Kaza;(hstan Region | OECD

Time (hours) 1873 31.5 22.2

Cost (% of debt) 408.8 351.2
11.5 15.0 11.2
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Closing a Business: The time and cost required to resolve bankruptcies is shown
below. In Kazakhstan, the process takes 3.27 years and costs 18.00% of the estate
value. The recovery rate, expressed in terms of how inany cents on the doliar
claimants recover from the insolvent firm, is 23.56.

midicator Kazakhstan | Region | OECD
Time (years) 3.3 3.5 1.4
Cost (% of estate) 18.0 14.3 7.1

Regional cooperation in Central Asia is considered as one of the most
effective approaches to strengthening stability in the region, to increase the
international competitiveness of the economies. Thus cooperation in a private
sector is a necessary condition of integration processes stimulation that is directed
on improvement of living standards of population. Besides, from the position of
disclosing private sector's potential in maintaining sustainable development and
poverty reduction, regional cooperation becomes one of the tools for achieving the
stated objectives. Trade policy and trade facilitation, including tourism, transport
and transit, and investments are recognized as the most significant directions of
regional cooperation and stimulate private sector development of all involved
countries.

Technical assistance provided by donors not only should be professionally
competent and theoretically correct, but — being addressed to a system deeply
embedded in a concrete cultural system — should be culturally sensitive. An
important distinction should be made between stimulating development of the
SMB sector in mature economies and the transition ones. Cultural differences
should be seen between particular transition economies. Training and educational
development by donors should be fine-tuned to the needs of particular transition
economies, and not to the immediate area of experience of particular experts from

developed market economies.
How to help identify new and attractive business ideas? There are no

simplistic recipes, but an inspiration to find an attractive business idea is extremely
important since here lies the beginning for the ultimate success. The customers
needs and their satisfaction, the notion of the customer focus should be at the
center of our attention and should be the foundation for the new philosophy, when
working with potential entrepreneurs and encouraging them to undertake own

business.
Republican Agency for the Regulation of Natural Monopolies, Protection of

Competition and Support of Small Business was created last year for the purpose of
extension of competencies of the former Agency for Small Business Support. The
Agency is the ceniral .executing government agency, whose main tasks, w.ith
respect to SMB. sector include: (1) drafting of legal acts to create a conductive
environment for the SMB sector; (2)_ coordination of activities aiming at SMB
support by central anfl local eltuthOTItIGS;. (3) analyzing of SMB development
tendencies; (4) commlhqg function of the implementation of legal acts devoted to
gmall business protect_lon‘3 a_nd (5) participation in formulating of credit,
investment, irade and privatization policy with respect to small business.
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Kazakh Small Business Development Fund has the following main functions:
(1) preparation and implementation of state programs aiming at financial support
of the SMB sector; (2) crediting of the SMB sector (including physical entities) on
a competitive basis; (3) support in creation of new jobs in the SMB sector: 4)
issuance of credit guarantees for SMB entities to be used in the commercial bank
network; and (5) support in establishing of business centers and small business
incubators, consulting, training, leasing and other market institutions.

Chamber of Trade and Industry with the following main functions: issuance
of certificates of origin in export activity, the rendering of various consulting
services, including a search for foreign partners, or local partners for foreign
investors, and organization of presentations of business opportunities in
Kazakhstan and various exhibitions at home and abroad. Major SMB oriented
credit lines include: EBRD credit line in cooperation with the Kazakh Small
Business Development Fund; credit lines from the Central Asian - American
Enterprise Fund; credit lines from the Asian Development Bank, in cooperation
with the Small Business Development Fund; World Bank credit lines (crediting of
farmers in the first place). Domestic credit lines include credit lines by the National
Bank and leading commercial banks.

Foreign organizations and NGOs providing technical assistance usually in
combinatipn with financial support to SMB include Mercy Corps International,
USAID (implemented by ACDI/ VOCA), HIVOS, Euro-Asia Foundation, the
Soros Foundation, British Know-How Fund, European Union (Project for New
Independent States Kazakhstan Business Services), Peace Corps USA.

Domestic organizations involved in assistance to SMB include Congress of
Kazakh Entrepreneurs, ngakh Center of Entrepreneurship Support and
Development, Kazakh Training Center, Women Entrepreneurs of Kazakhstan.

There is a stronger than ever need to revive for Kazakhstan, or newly
develop, a regional level SMB progra

which are based primarily on efficient use of local human
development of national capacities and institutions.
integrate the whole regional SMB-oriented techni

Kazakhstan. The regional program could:

» Help support and amplify national achievements and/or select stronger
components of particular SMB projects, in order to create real life models

and experimental labs for other projects and i
i : . countries i
» Facilitate information and expe to follow;

. rience exchange amo i 2
SMB projects; g ng particular national
» Wotrk on permanent improvement of the whole SMB technical assistance
system;
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> Help e.:xpan_d the traditional pattern of SMB assistance by introduction of
ambitious, innovative topics (such as e.g. assistance in introduction of

venture capital financing)
Within the regional system, basic, regular information exchange should be secured.

Dissemination of information and exchange of ideas aiming at permanent
improvement of the system should be supported by regular meetings of national
projects’ representatives.

Government should in the long-run design a stable, truly supportive
environment for SMB development, an environment in which competing
enterprises could help develop desired market mechanisms and flexibly adjust to
international standards at the same time generating additional incomes and
securing new work places for the society.

The SMB sector requires a stable economic climate to formulate and execute
its investment and saving plans. This should include:

e Stable rules governing property rights,

o Stable and simple rules of taxation,

o Efficient and independent system of enforcement of contract and other legal

obligations.
Stability and efficiency within these three components of the

macroeconomic and political system could help reduce excessive uncertainty in
SMB activity. Due to the nature of the marketplace, SMB’s functioning in any
national economy is full of natural uncertainties both on the demand, as well as on
the supply side. Uncertainties under a transitional economy (Kazakhstan) are
usually much bigger and the entrepreneurs less experienced. Therefore, possible
reduction of such uncertainties should become the highest priority of governments,

even before they start dealing with other barriers.
The required changes have to be seen in the context of the required

improvement of the economic system as a whole — most of the successful countries
in SME development have had, first of all, efficient economic macro systems and
within that framework were adding special incentives for SME. In many countries,
where the lions share of the economy is and will be SMBs, we should talk about

required changes in the whole system, not only within SMBs.
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Tyitin
byn maxanana Kasakcranga opra oHE IIAFBIH GU3HECTIH Jamysl OasiHaaJblII,
capantairaH. OpTa JKoHE IIArblH OM3HECKE GailTaHBICTHI HKOHOMMKATBIK JKOHE

cascH UIEHOEpE TYpHi CYOBEKTINEP iR APKUIBI Typaepi KapacThIPBLIFaH.

Pestome
B janHOW CTaThe paccMaTpUBAaeTCs aHalu3 MaOro i cpenHero OusHeca B
Kazaxcrane. PasianyHble CyOBEKTHl SKOHOMUYECKOH MOJTUTHYECKON IKHU3HU

UMEIOT pa3IUuYHbBIE OXHUIAHUS CBA3AHHBIE C pasBUTHEM Mallor0 M CpeaHero
OusHeca B Kazaxcrane.

Ozet
Bu makalede Kazakistan’da kiicik ve orta boyuttaki sirketlerin geligmes
incelenmistir ve analiz edilmistir. Kiicik ve orta boyuttaki sirketlerle ilgili olarak
ekonomik ve politik subjelerin gesitli beklentileri beyan tespit edildi.
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