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A. Daribayeva, F. Shulenbaeva, A. Moldakhmetov

DEVELOPMENT OF AGRICULTURAL PRODUCTION
AND ITS IMPACT FOR FOOD SECURITY

Annotation

The article reveals the importance of food security from the point of view of domestic authors.
The ways to ensure food security in the country by effectively using the country’s economic potential
in agricultural production are suggested.

The article considers the tendencies to reduce migration flows between the developed countries
of the world, as well as the problems that have arisen in agricultural production in the context of the
pandemic.

The authors analyzed the processes of reducing the possibilities of using cheap labor of the
migrating population. An analysis of the impact of the pandemic on agricultural production in our
country has been carried out. Trends in the development of agricultural production at the global and
national level are studied.

The problems of dependence on imports in the market for the sale of finished products in the food
processing industry of agricultural production are identified. In this regard, the importance and necessity
of preserving and protecting food security and improving the efficiency of agricultural production in
the Republic were reconsidered.

The agro-food market of the country was studied by analyzing the level of self-sufficiency in
grain. It was found that cereals account for about 69.1% of the total area of crops.A set of measures to
ensure food security of the country is considered, in particular, the authors propose the provision of tax
and other benefits to agricultural enterprises, construction and optimization of production capacities of
food processing enterprises of the agro-industrial complex.
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A. Kaigorodtsev, I. Bordiyanu, E.Madiyarova

PERSPECTIVE  DIRECTIONS  OF  DEVELOPMENT  SMALL
AND  MEDIUM  BUSINESSES  IN  THE  REPUBLIC  OF  KAZAKHSTAN

Annotation

The article discusses the state and promising directions of development of small and medium-
sized businesses in the Republic of Kazakhstan. The prerequisites for the development of small and
medium-sized businesses in Kazakhstan are defined. The analysis of the dynamics of the main indicators
of small and medium-sized businesses is carried out. The irrationality of the branch structure of small
and medium-sized businesses is revealed. As a result of the systematic work of the country’s leadership
to improve the business climate and develop entrepreneurship, Kazakhstan’s position in the Doing
Business rating has improved. The analysis of the program «Business Roadmap 2020», implemented
in Kazakhstan in order to promote the development of entrepreneurship. This Program provides state
support to small and medium-sized businesses in the following areas: support for new business initiatives;
industry support for entrepreneurs; reduction of currency risks; non-financial measures. The drawback
of the «business Roadmap 2020» Program itself and its implementation practices can be attributed to
the limited number of trained entrepreneurs and the low level of consumer support for domestic
manufacturers. As a result of the analysis of the current state of small and medium-sized businesses,
the following promising areas of its development were identified: increasing competence; increasing
the share of Kazakhstani content in procurement; cooperation in the field of small business; dialogue
between the state and the business community.
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A. Adebiyetova, G.Lesbaeva, G. Nakipova

FOREIGN EXPERIENCE IN THE DEVELOPMENT OF SOCIAL ENTREPRENEURSHIP
AND THE POSSIBILITY OF ITS APPLICATION IN KAZAKHSTAN

Annotation

The article analyzes the experience of developing social entrepreneurship abroad and the pos-
sibilities of its application in our country.  During a crisis, the need to mobilize all available resources
grows, and entrepreneurship becomes one of the main sources of socio-economic stability.  Thus, the
article notes the growth of theoretical and applied aspects of the formation and implementation of the
concept of social entrepreneurship in the world economy.  In addition, the main features of social
entrepreneurship were presented.  Thus, based on the generalization of foreign experience, the leading
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forms of organization and implementation of social entrepreneurship are identified.  In particular, non-
profit non-governmental organizations, businesses with a social mission, social cooperatives, as well
as the priorities and main directions of modern development.  The basics and features of state support
for social entrepreneurship in the countries of the world are studied.  Based on the information received,
the authors of the article made conclusions about the development of social entrepreneurship in
Kazakhstan, including the concept of effective support measures.  According to the collected data, the
authors of the article presented their proposals for the development of social entrepreneurship in
Kazakhstan, taking into account and applying the best world practices.  When writing the article, I
worked with various databases of scientific journals and articles in the field of research in the field of
business and management.
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DEVELOPMENT OF THE AGRO-INDUSTRIAL COMPLEX  AS  THE  BASIS
OF  FOOD  SECURITY  IN  KAZAKHSTAN

Annotation

In modern conditions, the development of the agro-industrial complex, including material, financial
and labor resources, is extremely important for the food security of the state. The agro-industrial complex
of the Republic of Kazakhstan, which includes agriculture and food processing, is the main supplier of
food to the population of the country and the state of food security of Kazakhstan directly depends on
its successful activity. The purpose of this article is to disclose the role, significance of the agro-
industrial complex for ensuring food security in Kazakhstan, identifying the dependence of food
production on various factors, based on the use of mathematical modeling methods – correlation and
regression analysis. The object of research in this article is the agro-industrial complex of Kazakhstan.
The article examines the impact on the volume of agricultural output of the following factors: subsidies,
investments in fixed assets, the volume of lending, the level of activity in the field of innovation, the
level of employment in agriculture. It was revealed that the state support of the agro-industrial complex
in the form of a financial instrument – subsidies and investments in fixed assets of agriculture – has the
greatest impact on the volume of agricultural production. It is shown that there has been a negative
trend in the development of agriculture and the agro-industrial complex of Kazakhstan, as an outflow
of labor resources from the industry due to low salary. The authors came to the conclusion that until a
sufficient inflow of investments is ensured in the agro-industrial complex of Kazakhstan in order to
implement large-scale modernization and reconstruction of agricultural production, the technical and
technological lag will remain in the industry, therefore, the problem of increasing the competitiveness
of this industry will be especially real. As a result, the authors propose, in the future, to improve the
state policy in the field of agro-industrial complex development, to implement measures of active state
support for the agro-industrial complex that do not violate the WTO (World Trade Organization) rules,
to develop programs for targeted food assistance to socially unprotected segments of the population.
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ECONOMIC EFFICIENCY FROM THE IMPLEMENTATION
OF NEW TECHNOLOGIES FOR CROPS

Transformations in the food sector are primarily associated with technological reform of the 
industry. Currently, society is beginning to understand the priority role of high-performance production 
as a strategic factor for achieving the competitiveness of domestic agribusiness, but the tools of economic 
analysis and assessment of the effectiveness of innovation, namely for the introduction of progressive 
technologies that are adequate to modern market conditions, are currently absent in agricultural 
economic science, which does not allow to single out separately and accurately the influence of 
technology on productivity growth.

he article discusses the decision on whether the introduction of newtechnology in agriculture is 
rationally sound is made in terms of cost advantages representing the combined savings of all operating 
resources (human labor, materials, capital investment) that agricultural enterprise receives as a result 
of using advanced technologies in organic farming and soil management and which ultimately results 
in increasing income in agricultural planning and economic.

It was also revealed that the economic efficiency of the measures depends on the ratio of the 
values   of the stored crop, taking into account its quality and the cost of using plant protection products 
soil protection products.

It is quite fully determined by indicators of net income, cost and labor productivity and. But each 
of these indicators highlights only one side of the business process. Therefore, the economic efficiency 
of plant protection measures can be characterized only by a set of indicators.

Keywords: economic process, economic efficiency, zero technology, minimal technology, agri-
cultural planning, wheat production, labor productivity, complex tractor, environmental situation, the 
cost of production.
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Introduction. The economic efficiency of
technologies depends on the ratio of the con-
served harvested crops, taking into account its
quality and the cost of using crop protection

agents. It is quite fully determined by the indi-
cators of net income, cost of production, and
labor capacity. But each of these indicators
highlights only one aspect of the economic
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process. Therefore, the economic efficiency of
measures to introduce technologies can only
be characterized by a set of indicators.

The theory and methodology of this thesis
are based on the problems of evaluating the
effectiveness of the application of one or ano-
ther innovative technology for the cultivation
of grain in general and grain in particular.

The information base for research includes
the statistics of Mongolia, immediate informa-
tion from the Ministry of Agriculture, scientific
publications on the studied issue and other sources.

The following methods have been used for
conducting this research: abstract-logical, sta-
tistical-economic.

Literature review. Based on the research
results, published in [1] Social and educational
project L’Association 1901 «SEPIKE» to improve
knowledge in the field of economics. ISSN
(print): 2196-9531, Index Copernicus ICV 5.15,
2019; [2] in the IOP conferences: Earth and
Environmental Sciences doi: 10.1088 / ISSN:
1755-1307, vol. 341, 2019 (SciVerse Scopus);
[3] Topical issues of modern science and edu-
cation: materials of the XVII international scien-
tific and practical conference (Kirov, April 17-
20, 2018) / Kirov branch of the Moscow Financial
and Law University MFLA. – Kirov: MFYuA,
2018. – 897 p. ISBN 978-5-94811-286-2 (RSCI);
[4] Eurasian international scientific-analytical
journal «Problems of modern economics», 2011.

The existing domestic methods of asse-
ssing the effectiveness new agricultural techno-
logy’s introduction analyze only the economic
aspect of problem. They are applied only to
the conditions of the planned economy. The
existing domestic methods for assessing the
effectiveness of the introduction of new agri-
cultural technologies do not allow to provide
separately and accurately the influence of tech-
nology on the increase in productivity. In addi-
tion, the applied methods of economic asses-
sment of technologies require improvement.

Research on the development of grain
production (wheat). The country’s economy
has developed a steady price disparity for

agricultural products and the resources needed
for wheat production. Tariffs for energy resour-
ces are increasing, prices for farming machi-
nery, equipment, and fuel are rising, and prices
for crop products remain low. In these condi-
tions, it is necessary to increase production per
unit area at a minimum cost.

There is an increasing need for the use of
advanced scientific developments, where high
productivity of crop production will be achie-
ved mainly due to the technologies used and
with the limited use of herbicides.

The evaluation of economic efficiency of
wheat cultivation is based on the computation
of yield, upon which the volume of sales de-
pends, and therefore the net income and the
level of profitability [4].

The lower the cost of grain production is,
the higher is the economic efficiency of grain
growing and production. The performance
indicators reflect the use of all inputs of pro-
duction: land, labor, and material resources. The
main indicators are the manufacturing costs,
profitability, net income per unit of area, and
costs per unit of production.

Regardless of the yield level, there are con-
stant expenses that the farmer bears on each hec-
tare of crops: plowing, cultivation, harrowing,
seed rolling, seeding, sowing, seeds, harvesting,
etc. These are unavoidable expenses. You can
reduce them using ‘low-cost technologies’ for a
certain, short time or at the expense of the qua-
lity of crops, which will inevitably affect the pro-
ductivity of the fields over time. Moreover, it will
affect them downwards. Thus, the larger is the
hectare, the higher are the costs. Conclusion: to
look for ways to reduce fixed costs [5].

The technology of minimum tillage has
gained global significance due to its environ-
mental and economic advantages, which inclu-
de limiting wind and water erosion of the soil, as
well as a significant reduction in production costs.
The positive elements of the minimum techno-
logy are reduction of production costs, as a rule,
by 25-30%, a decrease in the impact of chemi-
cal and mechanical agents on soil, leading to
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soil degradation and unfavorable environmental
situation. The disadvantages of such technolo-
gy are as follows: small-scale cultivation does
not create the optimal soil structure in the plough-
layer, necessary for plants; does not provide
meltwater absorption into a low level, especially
with heavy snow; does not cope with the destruc-
tion of rhizomatous and offset weeds [5].

The yield of winter wheat and the cost of

grain when growing it with minimal and zero
tillage is slightly lower than with traditional
technology with all tillage operations. Howe-
ver, due to lower costs for its cultivation, the
cost of grain is much lower with minimum and
zero technology.

Let us consider the scale of implementa-
tion at enterprises in the central region of Mon-
golia (table 1).

Table 1

The scale of advanced technologies introduced in the central region
 of Mongolia 2009-2019 *

 Indicators Number of 
enterprises 

1. The total number of enterprises, units  1400 
2. The number of enterprises with the introduction of new technology, units 496 
3. Coverage of agricultural enterprises with new technologies, % 35,4 

* Based on statistics entral ongolia

According to the table, by the end of
2019, the coverage of agricultural enterprises
with new technologies in the central region was
35,4%, that is, 496 enterprises out of a total of
1,400 enterprises. If we take into account ‘Gat-
suurt’ LLP, the company used traditional tech-
nologies until 2012, but since 2012 the scale
of implementation was 72,5%, and from 2015-

2019, its coverage had already been 100%. In
the central region of Mongolia, the scale of in-
troducing crop acres using resource-saving
technology was 257,714 thousand hectares of
the entire crop acreage in 2012. That is, only
19% used resource-saving technologies; by
2017, the percentage of introducing new tech-
nologies reached only 38% [6].

Table 2

Economic efficiency indicators of wheat cultivation depending
on the applied technologies for 2009-2019 *

Indicators Unit of 
measurement 

Traditional Minimum Zero 

'Gatsuurt' LLP, Mongolia: USD / Tugrik exchange rate as of 2019 (2440.63) 
Average prices, per ha tugrik/ USD 420 000 

/$172 
420 000/ 

$172 
420 000 
/$172 

Costs, per hectare tugrik / 
USD 

295 192.7 
/$120.9 

268 998.4 
/$110,2 

267 549.8 
/$109.6 

Yield capacity C / ha 15.6 16.0 17.6 
Profitability % 42.27 56.13 56.98 

* Based on company data «Gatsuurt» [7]
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Table 3

The cost structure for wheat production (on average) for 2009-2019*

traditional minimum zero 
Cost items Price, 

tugrik 
Price, 
USD 

Propor
tion % 

Price, 
tugrik 

Price, 
USD 

Propor-
tion % 

Price, 
tugrik 

Price, 
USD 

Propor-
tion % 

'Gatsuurt' LLP, Mongolia, on average for 1 ha, Tugrik 
Fuel and 
lubricants 89 800 36.79 30.42 80 860 33.02 30.22 80 600 33.13 29.96 
Salary for 
operating 
personnel 43500 17.82 14.74 32790 13.44 12.19 32870 13.47 12.29 
Deprecia-
tion  18810.4 7.71 6.37 18678.9 7.65 6.94 18245.6 7.48 6.82 
Equipment 
maintena-
nce 5930 2.43 2.01 4760 1.95 1.77 3190 1.31 1.19 
Electricity 192.3 0.08 0.07 171.66 0.07 0.06 168.9 0.07 0.06 
Other 
expenses 8320 3.41 2.82 2645 1.08 0.98 3456 1.42 1.29 
Seeds 96000 39.33 32.52 91928.5 37.67 34.17 89579.3 36.70 33.48 
Pesticides 19440 7.97 6.59 23424.4 9.60 8.71 25180 10.32 9.41 
Fertilizers 13200 5.41 4.47 14000 5.74 5.20 14000 5.74 5.23 
Total  
average: 295,192 120.95 100 268,998.4 110.22 100 267,549.8 109.62 100 

* Based on company data «Gatsuurt» for 2009-2019

The use of advanced scientific deve-
lopments increases labor productivity, which
means that it is possible to produce the necessa-
ry amount of material goods with fewer labor
costs and, accordingly, with fewer people en-
gaged in material production, which is a good
reason for studying the economic efficiency of
the use of new technologies (table 2).

As it can be seen, the greatest economic
efficiency from the introduction of new techno-
logies is obtained by zero treatment of grain
production – the profitability reaches from 37,5
to 56,98% at the least costs. According to the
table, the cost of 1 centner of grain under tra-
ditional technology is 5593,5 tenge (USD 17,4),
the cost of 1 centner /ha in Mongolia under the
traditional technology is 18922 Tugrik (USD
7,8), under the minimum – 16812,4 Tugrik (USD
6,9) and under zero – 15201,6 Tugrik (USD
6,2), which is confirmed in the above model.

Let us calculate the impact of crop pro-
ductivity (x1) and the share of areas tilled under
new technologies (x2) on the prime cost (y).

As a result of the correlation and regres-
sion analysis, the following equation is obta-
ined: y = 2120 - 1,82 1 – 161,5x2 - ‘Gatsuurt’
LLP which shows that the connection between
the indicators is reversed: with an increase in
the percentage of the area by 1% with advanced
technologies introduced, the cost is reduced to
161.5 tugriks (USD 0,06), and with the incre-
ased yield by 1 centner /ha, there is a decrease
of  cost  in  the  amount  of  1.82  tugriks  (USD
0,07), provided that the factors act simulta-
neously.  The index of correlation was R=0.92,
the connection is strong [8].

Let us look at the evaluation of costs per 1
ha, tenge for wheat production, including direct
expenses under the flow process chart (table 3).
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According to table 3, it can be seen that
there is a saving on fuel and lubricants. If under
the traditional technology the share at ‘Gat-
suurt’ LLP is 30%, under zero soil treatment
the share is about 20%, 6.7% respectively. The
analysis of the economic efficiency of wheat
production with the use of zero technology allo-
wed to save fuel by 27 l / ha, taking into account
that the reduction of equipment running
through the field, the cost of equipment and
personnel with zero technology are lower than
under the traditional by 24.4% - ‘Gatsuurt’ LLP.

Since plowing is an energy-consuming
approach, it leads to high wear of equipment:
with zero technology, depreciation is reduced
by 3% for ‘Gatsuurt’.

The cost of herbicides is reduced almost
at 48.8 % compared to traditional technology,
as under zero soil treatment stubble remains
(plant residues) are not carried from the field,
organic substances remain in the soil, which
reduces the need for using fertilizers, so the
costs of fertilizer are reduced in Kazakhstan,

whereas in Mongolia, on the contrary, there is
an increase by 6% since the plant remains are
eaten by cattle. The growth of pesticides by
29.5% at ‘Gatsuurt’ LLP is motivated by the
fight against pests and weeds. In general, when
comparing the zero technology with the traditi-
onal one, there are cost savings of 9.3% at
‘Gatsuurt’ LLP [9].

The costs associated with their use at the
first stage of the phytosanitary situation deterio-
ration may increase due to the content of spring
cereals impurities with oatgrass, which invol-
ves the use of special anti-oat herbicides, as
can be seen on the example of ‘Gatsuurt’ LLP.

However, these calculations do not take
into account the fact that the cost escalation
for plant protection in resource-saving agricul-
ture is observed only at the first stage of such
systems implementation, in the future, the need
for pesticides is significantly reduced. 

Let us consider the additional expenses on
the efficiency of grain cultivation technology
(table 4).

Table 4

The operational and economic indicators (on average) of grain (wheat)
cultivation per 1 ha of crops *

Type of technology 
traditional minimum zero Indicators Unit of measurement 

John Deere 8353 
Useful swath width metre 8.0 8.0 8.0 
Depth of cultivation cm 17-18 10-12 - 
Speed of operation km / h 6.7-6.9 8.1 14.2 
Production rate ha / hour 2.66 2.66 8.18 
Fuel consumption kg / ha 18.6 12.4 6.2 

 

To analyze the main indicators of soil
cultivation when comparing the three techno-
logies, we used the John Deere – 8353 system,
whose useful swath width is 8 m in terms of
technological parameters.

The depth of cultivation in traditional soil

treatment involves autumn cultivation (autumn
plowing), the depth of which is 17-18 cm.
When using this technology, there is also spring
cultivation with an average depth of 10-12 cm.

When using minimum technology, pre-
sowing treatment is applied to a depth of 10-

* Based on company data «Gatsuurt»
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Table 5

 Reserves of productive moisture in steam and grain fields depending on the system of
tillage in ‘Gatsuurt’ LLP, Mongolia (2012-2019) *

Productive moisture, mm Soiltechnology 

Before sowing Before harvest time 
Traditional 19.8 17.9 
Minimum 39.8 25.1 
Zero 

On average by 
crop rotation 

47.2 44.8 

* Based on company data «Gatsuurt»

12 cm. Replacing deep cultivation with more
yielding, smaller, or surface ones, using wide-
cut implements with active tools that provide
high-quality cultivation per one running of the
unit. In this regard, the least number of complex
tractor units running across the field is achieved
during the entire process of crop cultivation as
the most important condition for preserving
potential fertility and protecting the soil from
erosion, improving the balance of humus, re-
ducing the loss of soil nutrients and moisture.

When using zero technology, soil treatment
is used for direct seeding combining operations
in one work process, where seedbed combination
used, allowing several technological operati-
ons to be performed in one work process.

This is effective both in agrotechnical and
economic terms. To analyze the main indicators
of soil cultivation when comparing the three
technologies, we used the John Deere – 8353
system, whose useful swath width is 8 m in
terms of technological parameters.

The depth of cultivation in traditional soil
treatment involves autumn cultivation (autumn
plowing), the depth of which is 17-18 cm.
When using this technology, there is also spring
cultivation with an average depth of 10-12 cm.

When using minimum technology, pre-

sowing treatment is applied to a depth of 10-
12 cm. Replacing deep cultivation with more
yielding, smaller, or surface ones, using wide-
cut implements with active tools that provide
high-quality cultivation per one running of the
unit. In this regard, the least number of complex
tractor units running across the field is achieved
during the entire process of crop cultivation as
the most important condition for preserving
potential fertility and protecting the soil from
erosion, improving the balance of humus, redu-
cing the loss of soil nutrients and moisture [10].

When using zero technology, soil treat-
ment is used for direct seeding combining ope-
rations in one work process, where seedbed
combination is used, allowing several techno-
logical operations to be performed in one work
process. This is effective both in agrotechnical
and economic terms.

For all types of new grain sowing units
(sowing machines), there was a steady decrease
in fuel consumption by a comparable scope of
work from 42.1% in comparison with the tra-
ditional technology, as well as the higher speed
of 7.3 km/h with traditional and 4.7% km/h
with zero technology, although all the consi-
dered options for new sowing units (machines)
are effective, see table 5.

At ‘Gatsuurt’ LLP, according to the mini-
mum and zero technology, water availability is
close to 39.8-47.2 mm before sowing, 25.1-44.8
mm before harvesting. The lowest water avai-

lability by traditional technology before so-wing
is 19.8 mm and before harvesting - 17.9 mm.

According to all the conducted ratios, it is
clear that the acceptable and most profitable
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One of the most important ways to impro-
ve crop production is to optimize current costs,
that is, to reduce the cost of production. High-
efficiency resource-saving technologies are of
primary importance here.

They not only partially reduce the environ-
mental impact throughout the country, but also
are very profitable from a financial point of
view for the agricultural enterprises themsel-
ves. The less fuel, electricity, fertilizers, seeds,
labor hours, and other resources are spent on
the unit of production, the lower its cost, and
the higher the profit from its sale.
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Annotation

This article is devoted to one of the most important economic problems of strategic management
in industrial enterprises. The goal of developing strategic management in industrial enterprises is to
solve problems and find ways to ensure the economic stability of enterprises at the expense of internal
reserves. Strategic management is currently experiencing an upswing due to the revision of its basic
postulates in connection with the changed business environment, and not least due to the emergence
and widespread use of integrated systems.

Today, strategic management is undergoing a stage of revision of its main postulates conditionally,
based on the changed business conditions of enterprises and due to the emergence and widespread use
of integrated systems.

The results of the research article the main problems of the processes of strategic management in
industrial enterprises: a mismatch of methods of developing managerial decisions in the conditions of
functioning of economic systems; the lack of a precise definition of strategy as an economic category;
the relationship of stages of strategic goal setting and analysis and their methodological features; the
problem of justification and the expression of the strategy through a system of economic indicators;
the lack of time available for adjustments to the strategy during its implementation. The solution of
these problems and the correctness of the chosen management methods largely depend on the knowledge,
qualifications and experience of the Manager.
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TOURISM BRANDING OF KAZAKHSTAN AS A DRIVER FOR TOURISM
INDUSTRY DEVELOPMENT

Many countries made efforts to develop tourism as a promising and highly profitable industry,
which caused high competition between destinations in the international tourism market. In such
conditions the state’s marketing policy played a huge role at national and regional levels.

The article is devoted to the analysis of the current level of tourist complex development in the
Republic of Kazakhstan, as well as its competitiveness on a global scale. During the analysis of statistical
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data, the authors identified the place of the tourism industry in the Republic of Kazakhstan, its importance
for the national economy, the main development trends wereformulated. In addition, based on the
analysis of Travel and tourism Competitiveness report over the past 6 years, factors for increasing the
competitiveness of the national tourism industry were pointed out. Particular attention is paid to the
analysis of the competitive advantages of domestic tourism and its prospects in the competition. Based
on the analysis, the authors tried to formulate the directions of the strategy for improving the
competitiveness of the tourism industry in the Republic of Kazakhstan through increasing the
effectiveness of marketing and branding.

Keywords: tourism branding, tourism destination, tourism development, tourism competitiveness,
marketing, Kazakhstani tourism, global ranking, tourist arrivals, growth, tourism management.

: , , , -
, , , , , .

: , , , -
, , , , -

, .

JEL classification: L83, M31, Z32, Z33

Introduction. The continued growth of
international tourism confirms that this sector
of the economy has become one of the most
important components of the modern economic
space [1]. Over the past six decades, world tou-
rism has shown steady growth and diversi-
fication, becoming one of the largest and fastest
growing sectors of the economy in the world.

Kazakhstan possessing unique natural re-
sources, cultural heritage, historical monu-
ments, including those located along the Great
Silk Road, can harmoniously integrate into the
international tourism market and achieve its
intensive development, which will ensure sus-
tainable growth of employment and the deve-
lopment of related industries, increased income
and investment inflows into the national
economy [2].

But at the same time, Kazakhstan with rich
tourism and recreational potential is characte-
rized by an insufficient level of tourism deve-
lopment. According to the Travel and tourism
competitiveness reports by World Economic
Forum (WEF), its share in GDP is 1.6% [3].
However, today the existing potential and
opportunities are not fully used, and the impact
of tourism on the economic growth of Kazakh-
stan is insignificant and does not correspond

to the tasks set in the annual Messages of the
Head of State, in particular, «The Way of
Kazakhstan–2050: Common Goal, Common
Interests, Common Future» [4 ], «Nurly Zhol -
The Path to the Future» [5].

The purpose of this study is to analyze the
competitiveness of tourism in the Republic of
Kazakhstan using the travel and tourism com-
petitiveness index published in the report of the
World Economic Forum and make relevant sug-
gestions regarding further tourism industry
development through comprehensive branding.

To achieve this goal, comparative analysis
method based on data in 2013, 2015, 2017 and
2019 was employed. In addition, the study used
statistical methods, such as the grouping and
statistical analysis methods. The results of the
analysis showed that although the tourism in-
dustry of the Republic of Kazakhstan improved
its position as compared to 2013, it was unable
to improve its own competitive strength com-
pared to other countries, and it was located in
a group of countries with low level of tourism
competitiveness.

Literature review. Tourism destination
branding is a relatively new problematic field
of research in tourism marketing, which has
recently  attracted  the  attention  of  a  growing
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number of specialists. Abroad, one of the first
works in this area appeared in the second half
of the 1970s. From the very beginning, the
study of the phenomenon of the brand of the
tourist territory followed the mainstream of
marketing research of the essence of the brand,
the mechanism of its functioning and the bran-
ding methodology. Building on key marketing
branding concepts [6, 7], the authors tried to
apply them in a tourist context and take into
account the specifics of tourist destinations as
a special type of products and objects of pro-
motion. Building strong brands isbeneficial for
a number of stakeholders, including the consu-
mer and the branding company. The benefits
of effective branding from a consumer perspec-
tive, which according to Keller [6], include «...
identification of the source of the product,
lower risk, lower search costs, quality signal».

Aaker [7] defines the benefits for a corpo-
ration in terms of brand value as increasing the
efficiency and effectiveness of marketing ex-
penses, brand loyalty, ability to maintain hig-
her prices/margins, trading (distribution net-
work) leverage, the ability to add brand extensi-
ons and a competitive advantage. He describes
brand equity assets as brand loyalty, name reco-
gnition, perceived quality, other brand associa-
tions and brand assets, such as trademarks.

The consumer-based brand concept was
applied to travel destinations by Pike [8], who
explored the concepts of brand significance,
brand associations, and brand resonance with
potential short-range consumers in Queens-
land, Australia.

An analysis of the literature on branding
shows that most authors have identified the
benefits of branding in terms of the target area
or marketing organization. Most often, the
main benefit of branding includes the «greater
competitive advantage».

The primary role of destination marketing
organizations (DMOs) is to increase the com-
petitiveness of their tourist destinations. Pike
suggested that a competitive tourism destina-
tion has a balance between an effective market

position, a profitable tourism business, an at-
tractive environment, a positive experience for
visitors and the support of local residents [9].
Market positioning is an attempt to be seen
among competitors and to uphold something
significant in the minds of target consumers
[7]. Positioning requires the consistent use of
a narrow focus on one or more attributes or
advantages that are decisive in the minds of
the target segment. This requires compromises
in deciding which features to enable and exclu-
de in marketing communications. Among Ka-
zakhstani reputable authors engaged in research
in the field of branding, the following should
be noted: A.Tleuberdinova [10], L. Iztleuova
[11] , B. Akhatova, K. Pavlenko [12] and others.

Discussion and results. According to the
Concept of the tourism industrydevelopment
in the Republic of Kazakhstan until 2023[13],
the potential of Kazakhstani tourism is not fully
realized, since the development of the tourism
industry directly depends on the creation of a
modern competitive tourism complex, inclu-
ding natural and climatic conditions, the neces-
sary infrastructure (transport, aviation, railway,
engineering, communications and «soft infra-
structure»), tourist attractions, places of enter-
tainment, catering establishments, etc., provi-
ding vast opportunities to meet the needs of Ka-
zakhstani and foreign citizens in travel services.

According  to  experts,  one  of  the  main
reasons for the insufficient development of the
tourism sector in Kazakhstan is the lack of
acceptance of tourism as an economic activity
by local administrations.The tourism industry
is a powerful socio-economic and political
factor that determines the development of the
economy and politics of many countries and
regions of the world. In some countries, tourism
has become the main sector of the economy,
which made its economic situation dependent
on international tourism.The volume of inter-
national tourist flows, which is one of the main
indicators of tourism development in the count-
ry, is presented in table 1.
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Table 1

 Dynamics of international tourist flows in Kazakhstan in 2013-2018, people *

2013 2014 2015 2016 2017 2018 
Number of visi-
tors for outbound 
tourism 10 143 710 10 449 972 11 302 476 9 755 593 10 260 813 10 646 241 
including: 
CIS countries 9 037 804 9 375 785 10 356 151 8 958 939 9 257 951 9 549 292 
Foreign 
countries 1 105 906 1 074 187 946 325 796 654 1 002 862 1 096 949 
Number of visi-
tors for inbound 
tourism 6 841 085 6 332 734 6 430 158 6 509 390 7 701 196 8 789 314 
including: 
CIS countries 6 213 390 5 655 246 5 835 592 5 935 690 7 060 630 8 177 101 
Foreign countries 627 695 677 488 594 566 573 700 640 566 612 213 

 * Note - compiled by the author based on the source [14]

Between 2013 and 2018, there has been
an increase in the number of arriving tourists
by almost 2 million people. The maximum
(8 789 314) inbound tourist inflow was re-
gistered in 2018, as an effect of the Interna-
tional Specialized Exhibition EXPO-2017, which
is called a strategic bonus for the industry.

The main trend in the flows of both in-
bound and outbound tourism is that they occur

between Kazakhstan and the CIS countries. In
order to form a complete understanding of the
trends that took place between 2013 and 2018
regarding the number of tourists (including
residents and non-residents) served by the
accommodation, it is necessary to analyze them
by the regions of the Republic of Kazakhstan
(Table 2, Table 3).

Table 2

The number of inbound tourists served by placements in the period
from 2013 to 2018 by regions, people

2013 2014 2015 2016 2017 2018 
Quan- 

tity  
Share,

% 
Quan-

tity  
Share,

% 
Quan-

tity  
Share,

% 
Quan- 

tity  
Share,

% 
Quan- 

tity  
Share,

% 
Quan- 

tity  
Share,

% 
1 2 3 4 5 6 7 8 9 10 11 12 13 

The Re-
public of 
Kazakh-
stan 586 038 100 679018 100 692 213 100 722 515 100 891 911 100 830922 100 
Akmola 9 260 2 13 678 2 8 025 1 12 609 2 17 235 2 13 747 2 
Aktobe 8 520 1 10 061 1 9 411 1 10 323 1 9 900 1 12 251 1 
Almaty 1 065 0 748 0 735 0 1 914 0 2 327 0 3 958 0 
Atyrau 122074 21 99 688 15 70 672 10 58 060 8 55 530 6 67 146 8 
West 
Kazakh-
stan 13 241 2 11 813 2 15 178 2 14 085 2 21 415 2 20 937 3 
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1 2 3 4 5 6 7 8 9 10 11 12 13 

Zhambyl 1 290 0 1 905 0 1 984 0 2 545 0 2 742 0 3 940 0 
Karaganda 15 918 3 17 832 3 14 952 2 17 509 2 20 827 2 19 804 3 
Kostanay 6 820 1 7 516 1 8 425 1 12 111 2 18 049 2 20 408 3 
Kyzylorda 1 262 0 1 754 0 1 742 0 2 939 0 3 173 0 3 396 0 
Mangistau 29 162 5 29 870 4 47 840 7 28 114 4 28 726 3 28 720 4 
South Ka-
zakhstan * 14 638 2 10 750 2 11 650 2 13 045 2 22 341 3 10 570 1 
Pavlodar 7 835 1 7 122 1 11 399 2 8 565 1 10 262 1 11 466 1 
North Ka-
zakhstan 3 145 1 3 459 1 3 442 0 5 058 1 8 242 1 6 847 0 
East Ka-
zakhstan 18 846 3 19 279 3 20 587 3 22 463 3 23 177 3 28 846 4 
Astana  
city ** 109952 19 155327 23 164 777 24 205 188 28 294157 33 191681 23 
Almaty  
city 223010 38 288216 42 301394 44 307 987 43 353626 40 365137 44 
Shymkent 

- - - - - - - - - - 22 068 3 

* South Kazakhstan region was renamed into Turkestan
** Astana was renamed to Nur-Sultan
Note - compiled by the author based on the source [14]

As shown in Table 2, the leading regions
in the number of foreign tourists served at
various locations is Almaty (with a share of
38%, 42%, 44%, 43%, 40% and 44% for the
analyzed period), so we can say that appro-
ximately 40% of all non-residents coming to
the country were placed in Almaty.

The following Table 3 provides similar
information on domestic tourist flows.

Compared with the share of foreign
foreign tourists served in hotel establishments,
priority among residents was given to other
destinations, namely the Almaty region, the city
of Almaty and the city of Astana.

Table 3

The number of domestic tourists (residents) served by accommodation
in the period from 2013 to 2018 by regions, people

2013 2014 2015 2016 2017 2018 
Quan- 

tity  
Share,

% 
Quan- 

tity 
Share,

% 
Quan- 

tity  
Share,

% 
Quan- 

tity  
Share,

% 
Quan- 

tity  
Share,

% 
Quan- 

tity 
Share,

% 
1 2 3 4 5 6 7 8 9 10 11 12 13 

The Re-
public of 
Kazakhstan 2721714 100 3125429 100 3110012 100 3495267 100 4387495 100 695942 100 
Akmola 240 189 9 238 263 8 218 165 7 287 830 8 324 164 7 324 951 7 
Aktobe 75 738 3 74 956 2 74 178 2 74 421 2 90 550 2 112 150 3 
Almaty 115 477 4 195 970 6 264 084 8 433 325 12 701 336 16 805 836 17 
Atyrau 110 209 4 89 477 3 141 084 5 141 943 4 128 823 3 141 914 3 
West Ka-
zakhstan 57 791 2 61 117 2 79 283 3 72 783 2 90 906 2 79 749 2 
Zhambyl 85 138 3 95 171 3 91 685 3 88 231 3 101 170 2 116 996 3 
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1 2 3 4 5 6 7 8 9 10 11 12 13 
Kara-
ganda 199 065 7 243 086 8 243 963 8 223 751 6 271 682 6 260 895 5 
Kostanay 175 016 6 178 701 6 152 834 5 134 479 4 174 125 4 192 845 4 
Kyzyl-
orda  37 423 1 39 733 1 37 631 1 46 546 1 56 019 1 60 120 1 
Man-
gistau 147 136 5 144 616 5 128 228 4 163 967 5 177 178 4 212 078 5 
South Ka-
zakhstan * 103 147 4 122 556 4 132 910 4 185 470 5 247 633 6 139 967 3 
Pavlodar 86 339 3 98 422 3 99 057 3 105 492 3 137 223 3 115 274 2 
North Ka-
zakhstan 62 051 2 61 064 2 64 771 2 85 958 2 112 423 3 145 277 3 
East Ka-
zakhstan 368 184 14 433 784 14 403 749 13 438 415 13 462 980 11 536 184 12 
Astana 
city 498 365 18 575 486 18 558 055 18 527 576 15 695 048 16 575 906 12 
Almaty 
city 360 446 13 473 027 15 420 335 14 485 080 14 616 235 14 719 854 15 
Shymkent - - - - - - - - - - 155 946 3 

 * South Kazakhstan region was renamed into Turkestan
**  Astana was renamed to Nur-Sultan
Note - compiled by the author based on the source [14]

To determine the competitiveness of the
tourism industry, the results of a number of
international ratings are used. In the world, the
most recognized and respected competitiveness
rating is the Report of the World Economic
Forum, published every two years [3, 12, 13,
14].The Travel and Tourism Competitiveness
Index (TTCI) in 2013 contains data for 140
countries.The Travel and Tourism Competiti-
veness Index (TTCI) in 2015 included 141
countries. The Travel and Tourism Competiti-
veness Report for 2017 covers profiles of 136
countries, while in 2019 the number of coun-
tries covered by the study amounted to 140,
and contains extensive data on global ratings
taking into account 90 indicators in accordance
with the TTCImethodology.

Datasets representing global ratings for
all indicators give an idea of the global situation
with the most relevant available indicators in
the field of tourism and travel. Through detailed
assessments of TTCI around the world in nu-
merous areas, the ratings can be used by any
interested parties to improve industry com-
petitiveness in their respective national eco-

nomies. It also allows country authorities to
track their progress in various areas measured
over time[3, 15, 16, 17].

According to estimates by WEF experts,
in 2019 Kazakhstan occupies the strongest
positions in the rating for the development of
information and communication technologies
(60th place), safety and security (63rd place)
and the favorable business climate (49th place).
In terms of price competitiveness, Kazakhstan
ranks 4th among 140 countries.

In terms of the quality of tourism infra-
structure (hotels, resorts, entertainment ve-
nues), Kazakhstan occupies 90th place. Experts
did not appreciate the country’s openness to
international travelers (113th place). Among
the criteria by which openness was assessed,
visa requirements should be especially noted,
Kazakhstan takes 81st place in the world in
this indicator, and according to the concluded
agreements on air services, the country takes
123rd place.

According to the ecological situation
(ecosystem sustainability), the country took
118th place. In the category «Health and
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Hygiene» Kazakhstan occupies 12th place in
the world. The authors of the rating explain
this high result by the presence of a large
number of doctors and hospital beds, as well
as the absence of cases of malaria.

The final benchmark of the TTCIreport
is the prioritization of travel and tourism in-
dustry, the information on which is presented
in Table 4. In general, the position of Kazakh-
stan in determining priorities in the field of

travel and tourism improved by 2 points, taking
only 91st place in 2019. WEF experts assessed
government spending on tourism development
(45th place) as individual criteria for the «Pri-
ority of Government in Tourism and Travel»
position, while the effectiveness of marketing
and branding in promoting the country as a tou-
rist destination slightly improved its position,
taking 99-th place. The country branding strategy
rating worsened from 102 to 120 lines in 2019.

Table 4

The position of Kazakhstan in the ranking of WEF TTCI-2013, 2015, 2017, 2019
in the context of determining the priority factors of tourism and travel

2013 2015 2017 2019 Indicator 
Rank Score Rank Score Rank Score Rank Score 

Prioritizing Travel and 
Tourism 90 4.2 84 4.4 93 4.3 91 4.3 
Government Priority in Travel 
and Tourism 95 4.8 103 4.6 94 4.3 82 4.7 
Public expenditures on T&T,% 
of the state budget 50 4.1 50 4.1 46 4.2 45 4.2 
The effectiveness of marketing 
and branding to attract tourists 125 3.2 111 3.8 102 3.6 99 3.8 
Completeness of annual T&T 
data, 0–120 (best) 28 80.0 46 78.0 59 72 81 64 
Timeliness of providing 
monthly / quarterly data, 0–21 
(best) 71 13.5 12.0 94 88 16.5 87 16.5 
Country brand strategy 
ranking, 1–10 (best) - - 50 74.2 102 64.7 120 61 

The most deteriorating indicator is the
country’s branding strategy rating, which
evaluates the accuracy of the strategy of the
National Tourism Organization in the field of
tourism. A low rating indicates two possible
problems: incorrect promotion of destination
brand tags, which is measured by the total
number of online requests; or lack of focus on
best-selling brand tags.Much attention should
be paid to improving the effectiveness of mar-
keting and branding to attract tourists. Howe-
ver, some work was done in this regard, pulling

Kazakhstan from the bottom of the rating (125th
place in 2013) to 102nd in 2017 and 99th place
in 2019, the need to continue it is obvious.

The priority of the government in the field
of travel and tourism is also noteworthy, at the
moment Kazakhstan is 82nd out of 140 tourist
destinations in the world.Thus, the Govern-
ment of Kazakhstan needs to develop a com-
prehensive strategy for the development of the
tourism industry through appropriate activities
in the field of marketing and branding to attract
foreign tourists, as well as align standards on

    Note - compiled by the author based on the source [3, 15, 16, 17]
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tourism statistics in Kazakhstan with interna-
tional requirements.

Conclusion. The development of tourism
is one of the priority areas for the development
of the economy of the Republic of Kazakhstan,
which necessitates further research on its com-
petitiveness, identifying competitive advanta-
ges in order to create a strong brand of domestic
tourism, attracting tourists’interest from both
near and far abroad, and as a result boost the
number of international arrivals in Kazakhstan.

World experience suggests that countries
that are actively developing tourism, allocate
significant budgetary funds for the imple-
mentation of national projects and programs,
providing high-quality tourism services.

The main reasons hindering the acce-
lerated development of tourism in Kazakhstan,
based on the conducted research of TTCI re-
ports include:

1) Inadequate country brand strategy (ran-
king 120 out of 140 countries);

2) Low effectiveness of marketing and
branding to attract tourists (99thposition);

3) Timeliness of providing monthly /
quarterly data (87th position);

4) Insufficient Government priority in
travel and tourism (82nd position).

5) Completeness of annual T&T data,
which suggests that the data provided is not
comprehensive enough (81st position).

In this regard, it is necessary to constantly
monitor the competitive positions of Kazakh-
stan as a tourist destination, improve its mar-
keting and promotion, as well as make every
effort in providing relevant data in timely and
complete manner. It is also necessary to regu-
larly analyze the concepts of perception of fo-
reign citizens for the timely adoption of mea-
sures that will help significantly strengthen the
image and position of Kazakhstan, as well as
contribute to the development of Kazakhstani
tourism and the diversification of the country’s
economy as a whole.

Analyzing the change in the main econo-
mic indicators of tourism development, the
potential of Kazakhstan tourism can be fully
realized through the creation of a modern com-
petitive tourist complex. The creation of a mo-
dern competitive tourist complex is able to ma-
ke a significant contribution to the development
of the country’s economy through tax revenues
to the budget, the influx of foreign currency,
an increase in the number of jobs,  as well  as
ensuring control over the conservation and ra-
tional use of cultural and natural heritage.
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RESTAURANT  BUSINESS  OF  KAZAKHSTAN: INNOVATION  AND
INNOVATIVE  TECHNOLOGIES

Annotation

The market of restaurant services in Kazakhstan expands annually. This area of  †activity is not
fully exposed.

The article is devoted to innovative technologies and competitiveness of the domestic restaurant
business. The purpose of the article is to show the development of the restaurant business market in
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Kazakhstan, define the main problems associated with its development, and reveal development prospects
based on innovation and innovative technologies.

In the article the domestic catering market are analyzed by authors. The main problems faced by
entrepreneurs in the restaurant business are defined. Some recommendations for their elimination, the
changes occurring in the restaurant business market are given.

The scientific novelties of the study are: new trends in domestic food industry were investigated
(healthy eating, consumer orientation to local farms, products with ECO status, simple dishes on the menu
and a democratic format at catering establishments, open kitchen of the free flow format – «free mo-
vement», the development of culinary studios, innovations and new technologies); different types of
innovations based on the experience of domestic and foreign restaurateurs, requiring not only pro-
fessional knowledge and skills, but also knowledge in the field of biology, physics, chemistry are listed
and described (fermentation, molecular cuisine, food packing, cryoconcentration, aromatization etc.).
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ACHIEVEMENT OF CITY SUSTAINABILITY THROUGH THE DEVELOPMENT
OF HOUSING AND COMMUNAL SERVICES

The article presents the results of the author’s analysis of certain aspects of socio-economic
problems of Kazakhstani urban housing and communal services. The problems of urban development are
investigated with the disclosure of social and housing problems of the urban population. The article
substantiates the Geneva Charter provisions on sustainable housing through providing citizens with
high-quality and affordable housing. The author’s interpretation of the category «sustainable city» is
given highlighting indicators of city development sustainability. A review of existing programs
effectiveness on housing affordability is conducted, the dynamics of housing construction and commi-
ssioning in the country is presented. The degree of provision with comfort indicators for both multi-
apartment and individual residential buildings is given. The final results of an analytical study of the
costs structure for housing and communal services are given. Analysis of urban housing and utilities
infrastructure identified the studied sphere of Kazakhstani economy. The directions of sustainable
development of Kazakhstani cities are substantiated by analysis of innovative solutions in modernizing
housing through digital technology, construction of «smart houses», energy efficiency utilities, solving
issues of solid waste management, modernization of administration as housing and urban development.
The article was prepared as part of the scientific project AP05134552.
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Introduction. Since the second half of the
twentieth century, population increase, migra-
tion and city urbanization have been accompa-
nied by the expansion of urban areas and the
creation of new cities. More than half of the
world’s population lives in cities today. Fore-
cast data indicate that by 2030, every six out
of ten people will be urban residents [1].

The growing urban population of the Re-
public of Kazakhstan is accompanied by the
construction of residential facilities and the
creation of conditions for health and comfor-
table living of people. However, not every city
resident is able to pay for the purchase of com-
mercial housing. In this regard, the country is
currently implementing a number of programs
to build housing for special sections of the po-
pulation, to modernize the housing stock.
Expansion of the number of residential houses
is accompanied by the provision of new types
of housing and communal services, the deve-
lopment of urban infrastructure facilities, the
introduction of advanced digital technologies
for managing housing and the implementation
of investment projects for the modernization
of housing and communal services.

The purpose of the scientific article is to
develop practical recommendations for sustai-
nable urban development based on improving
the economic mechanism for the development
of housing and communal services.

The following tasks were defined accor-
ding to the research purpose. Firstly, it is to in-
vestigate aspects of urban housing and commu-
nal services development. Secondly, it is to con-
sider methodological approaches to the study of

tools of the economic mechanism for functio-
ning of urban housing and communal services.

The methodological basis of the article in-
cludes the scientific works of domestic scien-
tists on the problems and research of modern
trends in the field of housing and communal
services; domestic and foreign studies of hou-
sing and communal services reform; various
approaches to improving the economic mecha-
nism for this industry the development in the
Republic of Kazakhstan and foreign countries;
as well  as regulations and state programs on
housing and communal services.

System analysis, methods of economic
evaluation and statistical analysis, comparison
and grouping, calculation-analytical and nor-
mative were used in the process of analysis and
making recommendations for improving the
economic mechanism of housing and commu-
nal services development.

Literature review. Until now, both Ka-
zakhstani and foreign scientists have developed
separate areas of the theory of the city sustaina-
ble development as well as the economic mecha-
nism of housing and communal services in the city.

Academic economists in Kazakhstan and
abroad are showing increased interest due to
the socio-economic significance of the research
subject. Thus, a more detailed study of the cate-
gorical apparatus of housing and communal
services is presented in the research of Russian
scientists. These are S.E. Dronov [2], V.Z. Cher-
nyak [3] and others devoted their research to
the theory of economic mechanism.

In Kazakhstan, research on certain aspects
of housing and communal services develop-
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ment is presented in scientific papers such as
U. Shalbolova [4], P. Shelomentseva [5].

However, there are not enough studies in
Russian science that would reveal the economic
mechanism of development of housing and
communal services, its elements and compo-
nents, and consider housing and communal ser-
vices as a socio-economic system.

Main part. Over the past 20 years, cities
in the Republic of Kazakhstan have been deve-
loped in the areas of «sustainable urban deve-
lopment». The assessment is carried out on the
basis of the National Standard of the ST RK ISO
37120-2015 «Sustainable Community Deve-
lopment. Indicators of urban services and qua-
lity of life» [6], which forms common guideli-
nes for the executive in the development of ur-
ban policy. In the standard, there are all indica-
tors for measuring the results of achievements
under the 17 Sustainable Development Goals.
The standard is voluntary, but the main indica-
tors are mandatory. The objects of application
are administrative territorial communities (cities,
district and other centers), regardless of their
scale, population size and other parameters [7].

The Republic of Kazakhstan ranks ninth
in the world in terms of occupied territory, while
the population density is rather low (less than
7 people per square kilometer). In the list of coun-
tries by population, Kazakhstan takes the 63rd
position in the world. As of April 1, 2018, the
country’s population is 18.2 mln people [8]. In

1991, at the time of acquiring the status of a sepa-
rate state, the number of people in Kazakhstan
was 16.4 mln people. However, as a result of
external out-migration, the population decrea-
sed from 1991 to 2002 by 10%. However, since
2002, due to natural population growth and the
arrival of immigrants from other countries
(China, Mongolia, Turkey, Uzbekistan, Russia,
etc.) to the country for permanent residence in
2018, the population has grown by about 20%.
Such growth is also facilitated by the country’s
dynamic social and economic development,
political stability, the implementation of state
programs for social support, the reduction of the
poverty rate from 46.7% in 2001 to 2.7% in 2015.

In Kazakhstan, the Program for the Moder-
nization of Housing and Communal Services
for 2011-2020 [9] is in effect, where housing
measures are included to ensure an adequate
maintenance of residential facilities.

Over the years, the Program helped repair
more than 2.3 thousand residential buildings.
In addition, according to this program, repair
work is carried out at the expense of repayable
funds of the owners of previously renovated hou-
ses (at present, about 340 houses in the country
have been repaired). However, the implemen-
tation of the program for the modernization of
housing and communal services is currently un-
dergoing criticism, as it is working poorly. Resi-
dents are not ready to finance capital repairs
of houses due to their own financial resources.

Table 1

Comfort level provision of urban housing in Kazakhstan (2018year),  %

 Comfort indicator  Total Multi-family housing Private housing 
1.  Water supply 98,5  99,8  99,6 
2.  Sewerage  66,6 95,1  67,1  
3.  Central heating  40,7  89,7  8,5  
4.  Individual heating equipment  59,6  10,7  92,0  
5.  Shower or bath  42,4  87,5  15,4  
6.  Central hot water supply  36,4  80,8  7,59  
7.  Gas-fired plant or central gas  supply 12,0  5,5  29,4  
8.  Electric floor heating  87,8  75,6  95,7  

Source: Compiled according to the source [10]
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Housing in Kazakhstan has a fairly high
level of the provision of public services and
comfort for decent living of people (Table 1).

Water supply is 99%, central heating is
supplied to 90% of multiple houses. The pre-
sence of natural gas in the country allowed to
achieve a gasification level of more than 95%,
which allows the provision of hot water and

heating to most individual houses. The most
problematic issue is the provision of central se-
werage of individual housing.

When paying for housing and communal
services, in the country’s average value the main
share is taken up by the payment for electricity
and heating (Table 2).

Table 2

Structure of costs for housing and communal services (2018 year)

 Heating Power 
supply 

Hot water 
supply 

Cold water 
supply 

Gas 
supply 

Sewe-
rage 

Housing 
maintenance 

Total 

34% 22% 15% 7% 4% 8% 11% 100% 

Source: The sources data [11]

An analytical review of the current hou-
sing and communal sector state in Kazakhstan

made it possible to identify a number of pro-
blems, presented below in Table 3:

Table 3
The main problems of the development of housing

and communal services  in Kazakhstan

 

Sub-industry Problems 

Power supply 

Down time of equipment, generation of surplus, heat and electric energy, low 
level of control over the process of managing the generation of electrical and 
thermal energy, low level of load forecasting, insufficient automation of the 
heat transfer process, low level of diagnostics of heat networks, low level of 
thermal insulation.  

Water supply Loss of water during distribution, rapid deterioration of water supply networks, 
weak organization of urgent repairs.  

Road network 
cleaning  

The cleaning process planning is carried out manually based on the experience 
of past years, lack of quality control of the work of specialized equipment.  

Outdoor 
lighting  

Irrational use of electricity, the deterioration of the electricity lighting network, 
visual search for street lighting malfunctions.  

Utilities 
calculation  

Growth of non-payments, unscrupulous calculations, inefficient billing 
systems, lack of integration between public utility systems and organizations 
that serve multi-apartment houses.  

Source: Compiled by authors
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The Republic of Kazakhstan supports the

idea of sustainable development of cities, taking
an active part in the implementation of reaso-
nable actions to protect the environment. At the
national level, the transition of Kazakhstan to
sustainable development of the city is carried out
through the implementation of conceptual go-
vernment documents, which outline a number of
measures in the direction of achieving sustainable
development of the country with regard to the
development of housing and communal services:

– The need to provide 100% of the population
with access to drinking water in order to increase
the average life expectancy of the population;

– Development of environmentally safe
technologies in the reconstruction of the hou-
sing and communal services and the construc-
tion of new housing in achieving the task of
diversification, improving the efficiency of re-
source use and overcoming the energy balance;

– Construction of apartment buildings with
the purpose of reducing heat energy, aimed at
energy saving and increasing energy efficiency
in buildings;

– Stable development of social and econo-
mic potential of each city of the country through
the formation of rational territorial organiza-
tion, stimulation of the population and capital
in the centers of economic growth;

– Recovery of the environment, reduction
of emissions and discharges into the environ-
ment and of renewable energy sources share
increase in the energy balance, in achieving
sustainable ecological development of the ur-
ban environment [9,12,13].

In order to modernize housing and commu-
nal services and develop the infrastructure of
the country’s housing complex, the Republic of
Kazakhstan is working to introduce new mecha-
nisms for attracting investment, introducing in-
novative technologies and advanced management
methods for housing and communal services.

To attract private capital, it is possible to
use various forms of public-private partnership
(PPP), which should become the main mecha-
nism for the development of infrastructure,

including social infrastructure. For the moder-
nization of housing and communal services,
options for transfer to trust management or a
concession are considered with possible further
privatization. Today, the mechanism for finan-
cing the modernization of housing and commu-
nal services in Kazakhstan goes in two directi-
ons:  public  and  private.  The  legal  aspects  of
PPP model implementation in the sectors of
the national economy have been resolved: the
Laws of the Republic of Kazakhstan «On Con-
cessions» and «On Public-Private Partnership»
have been adopted. The conditions created in
Kazakhstan will favorably affect the implemen-
tation of public-private partnership mecha-
nisms and increase the social efficiency of the
implemented projects in the housing and com-
munal services sector. One of the main direc-
tions of sustainable development of cities in
Kazakhstan is the use of innovative solutions
for the modernization of housing and commu-
nal services through digital technologies. Thus,
through the implementation of the projects
«Digitalization of Housing and Communal
Services», «Astana Smart City» – «Smart As-
tana», the city administration of Astana sets the
main task to use the new standards of construc-
tion security and housing and communal rela-
tions. The concept of these projects combines
the following characteristics: «smart» econo-
my, «smart» management, «smart» life, «smart»
mobility, «smart» people, and «smart» environ-
ment. These projects are related to the introduc-
tion of innovative technologies for the mana-
gement of water supply systems, heat supply,
energy, street lighting, and urban transport. The
financial part of the projects is to develop fle-
xible tariff systems for housing and communal
services, where the main aspect is to encourage
savings with rational consumption of public
utilities. In addition, it is envisaged to involve
the urban population in activation of making
decisions on energy consumption, heating and
individual collection of household waste.

Today, four projects for sustainable deve-
lopment of the city in Astana are being imple-



84

, 
, 2

02
0.

 –
 

3(
40

)
      /     

mented. «Smart» healthcare implements the au-
tomation of policlinics in terms of management,
coordination of units, recording patients, digiti-
zing medical information, creating a unified
laboratory base. The aim of the «smart» school
project is to improve the safety and wellbeing of
schoolchildren, control parents for the training
of their children, and the introduction of inno-
vative technologies in school management. The
project «Smart» street lighting is aimed at saving
electricity, which provides for automatic reduc-
tion of luminous intensity, transmission of data
on the state of lanterns to the central control and
monitoring unit. According to statistical data,
the reduction in energy consumption is 12,721.3
kW per year. Realization of the «smart» payments
project is directed on carrying out of electronic
municipal payments through system of private
accounts. One can also pay fines and taxes, or
pay for school meals, medical services, buy ti-
ckets for urban transport, etc. [14]. It is also worth
noting that there are «smart» houses – residential
complexes constructed by South Korean com-
panies that have been being built in Astana for
ten years, where apartments are classified as
shelter from a higher level of comfort, both for
living and for receiving public services.

The transition to «smart» cities creates
conditions for the interaction of public-private
partnerships.

onclusions. The Republic  of  Kazakh-
stan is expanding the housing stock, creating
conditions for affordable housing for the main
part of the population, both the country as a
whole and the cities.

Modernization of the country’s housing
and communal services is carried out using new
world technologies and experience in mana-
ging housing and urban economy. The sustai-
nability of the development of the country’s
cities is also based on the expansion of urban areas
and the creation of four urban agglomerations.

The transfer of the Kazakhstan capital to
the north of the country, the appearance of the
new city of Astana on the world map allowed
the entire world community to present the new
capital as a city of the future. New unusual buil-
dings make tourists associate it with a futuristic
city. The project «Astana Smart City» is imple-
mented in a pilot mode, but in the future, such
projects will cover all the large cities of Ka-
zakhstan. Currently, the main regional centers
and cities of national importance are at the stage
of dynamic development, many residential
projects are being built, urban areas are expan-
ding, innovative projects are being introduced
in the modernization and management of hou-
sing and communal services.
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The fourth industrial revolution has a significant impact on the transformation of the labor market
– changing professions, approaches to work. Today, the success of a company depends on the ability of
its employees to use technology, first of all, to do it creatively and innovatively.

This article analyzes how staffs of companies feel the impact of the new industrial revolution,
what skills are needed to adapt in the context of digital business transformation, are linear office
workers ready for technological transformations in companies, and do they have the necessary skills.

It is concluded that among the general skills there will grow a need for uniquely human abilities,
such as emotional intelligence, creativity, sociability, etc. The importance of technical knowledge is
growing: the ability to work effectively with software, programming, general digital literacy. If the
conditional part of «soft» skills is developed among staffs at a sufficient level today, then technical
abilities are of concern. In general, in order to create a successful and competitive workforce, companies
need to act in two directions – to form training and monitoring systems of skills and knowledge in
accordance with the needs of the market, as well as to promote the ideas of «lifelong learning», that is,
continuously independent selfeducation.
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Annotation

In the article, the authors studied and presented the existing approaches to the interpretation of
the «digital economy» concept, positions of various scientists regarding the impact of digitalization on
economic growth, results of empirical studies of foreign scientists and leading international organizations
on assessing the impact of the digital economy on GDP growth. The paper outlines some unresolved
issues in measuring digital economy in the context of interacting with the «traditional» one. In the
context of digitalization, the emergence of completely new digital industries, changes in the economic
relations of the «traditional» economy, the theoretical justification of the processes associated with the
influence of the digital economy on economic development and GDP growth becomes relevant. Practical
significance of the studied problem is extremely relevant for the developing national economy of
Kazakhstan, because digital economy has a powerful potential for economic growth, which confirms
the relevance of the study of the problems of digital growth of the national economy due to new
production factors. Based on the analysis of the digital economy development indices, the article reveals
the patterns of its influence on economic growth rates of Kazakhstan. The study allowed us to develop
a correlation model of the influence of the level of development of digital economy on economic
growth of Kazakhstan.
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Z. Sultanova, T. Abdulova, G. Mukina

DIRECTIONS  FOR  IMPROVEMENT OF  THE  LENDING  FRAMEWORK
FOR  AIC OF  REPUBLIC  OF  KAZAKHSTAN

Annotation

Agro-industrial complex (AIC) occupies a special place in the economy of any state. The level of
development of AIC determines country’s economic and food safety. Sustainable development issues
in AIC have become even more relevant in conditions of current pandemic when governments are
required to establish a system of measures to ensure the food safety.

In the article analysis of the state of lending of the AIC in Republic of Kazakhstan has been
implemented on the basis of official statistical data and financial institutions’ reports. This analysis has
allowed for identify four main groups of problems in this area such as financial, procedural,
infrastructural and borrowed-related problems.

The methodology of the conducted research consists of the analysis of domestic and foreign
scientific literature, the study of foreign experience in agricultural lending and the analysis of the AIC
lending system applied in the practical activities of financial institutions.

On the basis of study of domestic practices and world experience of AIC lending sound
recommendations and directions for the implementation of the optimization measures were given by
authors. Specific solutions are proposed for each of the identified groups of problems. Proposals given
by authors differ from the general measures widely proposed by scientists, are specific and describe
the mechanism for implementing the proposal.
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INVESTIGATION OF THE FACTORS AFFECTING OIL PRICE

In modern conditions, it is very difficult to estimate the price of oil, therefore, many oil producing 
countries have to predict the price of oil in the future and develop various scenarios for the 
development of the state. Moreover, oil has become not only a raw material for the oil refining, 
petrochemical and chemical industries, but also a tool for investment, which in turn creates the basis 
for speculation and causes significant price fluctuations.

In this article, the authors examined the dynamics of oil prices from 1950 to the present day and 
described in detail the factors affecting oil prices. Kazakhstan must forecast oil production, forecast 
future cash flows, formulate long-term budget plans and an appropriate investment policy.Therefore, 
for the most effective determination of oil prices, it is necessary to take into account not only supply 
and demand, but also other factors. The most important of these are economic, political, geographical, 
social and political factors.

Keywords: oil, oil price, OPEC, oil supply, oil demand, speculation, financial market, oil reserve, 
geopolitical reasons, factor.
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Introduction. Nowadays, oil is the most
important raw material in the formation of
political and economic life. Oil is one of the
key inputs in the development of a country; it
is a strategic substance that shapes and trans-
forms the countries, the international system,
the power struggle between states and the
course of wars [1].

Although the importance of oil as a com-

modity has been known since the beginning of
the 20th century, its strategic importance for
the global economy emerged in 1973 during
the oil embargo imposed by the Arab countries
on Western countries [2]. During this year,
OPEC, the organization of oil producing coun-
tries, imposed an embargo on oil tankers sent
to Western countries. Within a few weeks, the
price of crude oil increased by 400 percent, and
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a number of developed countries entered the
recession. Over the following years, these
countries have experienced high inflation and
unemployment. These oil shocks of the 1970s
and their effects in the following years reveal
how strategic oil is for the global economy [3].

Oil price is a very important indicator for
many national economies. All economies are
directly or indirectly dependent to the oil prices
[4]. On the other hand, it is seen that countries
are affected by the changes in oil price in diffe-
rent ways. Therefore, the change in oil prices
should be examined more closely.

Oil prices, like all other commodities tra-
ded in the free market, are basically/structurally
determined by the supply-demand balance [5].
However, the fact that most of the economic
activities are directly or indirectly dependent
on oil, whereas the reserves of oil are limited,
about 77% of the existing reserves and about
42% of the oil production are under the control
of OPEC member countries distinguishes the
oil market from other markets. In addition,
factors that affect or are expected to affect the
supply-demand balance in the short or long
term pave the way for speculation and cause
large fluctuations in prices.The main purpose
of this study is to examine the factors affecting
the determination of oil prices.

Literature Review. During the research
and in the process of writing the article, the
authors studied and researched previously pub-
lished publications, such as scientific articles,
textbooks, monographs of foreign authors on
the topic of research. Previously, authors such
as Jin M. (2006), Xu W., Wang J., Zhang X.,
Zhang W.,  Wang S. (2007), An, J., Mikhaylov,
A., Moiseev, N.  (2019), Nyangarika A., Mi-
khaylov A., Richter, U. H. (2019) [6, 7, 8, 9]and
others considered the factors affecting oil prices
in their publications. In these studies, different
models were tried to be created to determine
the factors affecting oil prices. According to
the results of the studies, the real situation of
the global economy affects oil prices in the long
run. That is, the economic variation is the main

factor that determines the long-term trend of
the oil price. However, external factors such
as political factor, natural disaster and technolo-
gy development can only affect the short-term
trend of the oil price. Therefore, these factors
cannot be used to predict the long-term trend
of oil. In addition, factors such as world total
demand, world total supply, Japan / USA ex-
change rate, USA/Euro exchange rate, growth
of the world economy and OECD total stocks
have a significant impact on oil prices.

Main part. Oil price changes. Consi-
dering the changes in oil prices since the end
of the Second World War, it is seen that the
most fluctuations took place during the peak
periods of political factors between 1970-1990.
In this process; The problems of Middle Ea-
stern origin, such as the 1973-1974 Yom Ki-
ppur War, the 1979-1980 Iranian Revolution,
the 1980-1988 Iran-Iraq War, the 1990 invasion
of Kuwait in the Gulf (Gulf War), are visible.

Among the reasons affecting oil prices in
the 2000s, the main factor that attracted the
most attention was the US intervention in Iraq
in 2003, the 2008 economic crisis and the Arab
Spring process in 2011 covering the Middle
East and African countries. The historical de-
velopment of oil prices between 1950-2019 is
given in Figure 1.

As  can  be  seen  from  Figure  1,  it  is  ob-
served that the biggest fluctuations in oil prices
took place during 1970-1980 and after 2004.
However, the oil price increases in the past and
today’s increases have different characteristics.

Similarly, changes in oil prices continue
today. With the triggering of the events in
MENA region (Middle East and North Africa)
in 2011, the prices started a serious attack and
reached record levels with the «Arab Spring»
and the subsequent political crises [10]. In June
2014, oil prices, which amounted to more than
$110, were seen as the highest level, followed
by declines in general. In addition, oil pro-
duction in Iraq and Libya is expected to be di-
srupted due to the ongoing conflicts throughout
2014, while the increase in production in both
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countries was another supply-side development
that was influential in the decline in prices.
Brent oil, which was 109 barrels/dollar in the
first 6 months of 2014, declined rapidly after

seeing the level of 115 barrels/dollar in June
and decreased to 56 barrels/dollar as of 31
December 2014.

Figure 1.Historical course of oil prices
Source: https://is.gd/IvBRDN (available at: 05.09.2020)

At its meeting in November 2014, OPEC’s
decision not to reduce its production quota
accelerated the decline in oil prices in the last
month of the year [11, p.1]. This trend
continued in February 2015 with a price level
of around $50. The enormous decline in oil
prices by about 60% in less than nine months
has been regarded as the single most important
macro event that has had an impact on the
global economy in the last decade [12, p.6].
The change in oil prices did not remain at this
level and fell to $30 in February 2016 [13].
Thus, considering the changing oil prices since
2014, there has been a significant decrease of
around 70%.

Crude oil prices, which had been on a con-
tinuous upward trend in the first quarter of
2019, maintained this trend in April and May
as well, but crude oil prices declined in June
due to concerns about global oil demand.OPEC
members’ decision to interrupt supply with the
Vienna Agreement, and the tension between
the US and Iran, increased the price of Brent

oil barrels to $ 75.47 in the second quarter of
the year.However, due to concerns about the
health of oil demand towards the end of May,
crude oil price declined by 20%, and in June
Brent oil price was below the 60-dollar low of
the last 7 months. In mid-June, commodity
losses were on a global scale due to trade
disagreements, concerns about the health of the
global economy, and weak oil demand, while
crude oil prices recovered during this period
and Brent oil barrel price rose to $ 65 at the
end of June.

Factors affecting oil prices. The energy
market, especially the oil market, contains un-
expected surprises and high risks. Despite ma-
ny studies and available information, there is
no general theory that can explain the oil mar-
ket by associating it with social sciences. It is
not possible to keep oil prices constant at any
level in the world market. On the other hand,
how the price of oil is determined has often
been a question.

There are basic and secondary factors that
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determine the oil prices. Supply-demand ba-
lance, which is the main factor, is more effec-
tive in the long term, while secondary factors
are effective in the short term. However, it
should not be ignored that the sum of the factors
affecting the short term is effective in the long
term. Because one short-term effect is followed
by another short-term effect, so it is permanent
[5]. In other words, a certain portion of oil pri-
ces are short-term effects. Although the main
determinant of oil prices is supply-demand ba-
lance; the functioning of the supply-demand
mechanism in the oil market differs from that
of other markets. This difference stems from
the peculiarities of oil and oil market such as
oil being a nonrenewable resource that cannot
be renewed and shortage of rent due to lack of
close substitution, dependence of the global
economy to oil and OPEC’s market power.

Oil Supply-Demand Balance. According
to economic theory, commodity prices in the
economy are generally formed and determined
according to supply and demand. However, this
theory may not be valid for oil price [14, p.9].

It can be said that the lack of close sub-
stitution of oil and the dependence of the global
economy on oil are very important in evalu-
ating the supply-demand balance of oil. These
two points lead to low price elasticity of oil
demand. In the short term, demand elasticity
is very low, as demand is not affected by price
fluctuations. In the long run, however, the
energy intensity of countries and the use of
alternative energy sources alternatif the prices
of alternative energy sources, which are limi-
ted, are relatively more flexible, even if they
are largely in line with oil prices.

Looking at the oil prices in the previous
period, it is observed that the prices have
followed an upward trend. The increase in oil
demand can be said to play a major role in this.
The main reason for the increase in oil demand
is the increasing trend of world population and
per capita income [5, p.3799]. Since oil pro-
duction did not increase at the same rate as
demand, equilibrium prices were upward. Ho-

wever, the increase in oil demand continued
despite the increase in prices.

In the coming years, the upward trend of
oil prices in the past is highly likely to continue.
There are two main reasons for this. The first
is that many countries producing outside the
OPEC member countries have already reached
the peak of production, or are expected to arrive
soon. Therefore, it is expected that the countries
that produce in the coming years, except OPEC
member countries, will meet a small portion
of the demand for oil. This will increase the
impact of OPEC on prices. The second is the
approach of the peak of world oil production.
In the absence of significant technological ad-
vances and major reserve discoveries, it is
highly probable that oil production will decline
after reaching a peak. Therefore, it is possible
that there will be a break in the oil supply in
response to the increasing oil demand and oil
production will not be able to meet the increa-
sing demand. It is also possible that this brea-
kage occurs before the peak of production.

The Role of the OPEC. OPEC accounts
for 71.8% of world crude oil reserves, 41.5%
of production and more than 40% of trade.
Therefore, OPEC members’ implementation of
any production interruption or increase deci-
sion taken by OPEC will affects world crude
oil prices in the short, medium and long term.
The impact of OPEC on markets has been dimi-
nished since the oil embargo in 1973, due to
the rich oil deposits discovered in Alaska, the
North Sea in Canada and the Gulf of Mexico,
but still has a decisive role in prices [15].

After 1973, OPEC began to rise and do-
minate the market and continued to dominate
it until the market mechanism was introduced
in 1986; In this second period, the oil market
and oil prices were largely under the control
of  OPEC.  Since  1986,  OPEC and the  major
international oil companies have broken down
their ability to set prices and have moved to a
free market mechanism - the transition process
has continued until 1988. Oil prices have for-
med / formed spontaneously in international
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markets during this period, which has conti-
nued to the present day and the dominance of
the relatively consumer countries has increased
and the power of OPEC has decreased.

Most oil producing countries, except
OPEC, consume their oil in the domestic mar-
ket; OPEC member countries export a large
portion of the oil produced. OPEC is a volun-
tary marginal producer, as non-OPEC produ-
cing countries are unable to meet the demand
for oil despite producing at full capacity. In the
targeted price band, supply and demand play a
balancing role [16, p.270-271].

Scarcity rent. Due to the fact that oil is a
non-renewable resource, limited reserves are
expected to end one day; therefore, oil prices
are subject to scarcity rent over time. The con-
cept of scarcity rent was first introduced by
Hotelling (1931)’s study on the pricing of non
– renewable/exhaustive resources. Hotelling’s
work  has  pioneered  the  optimal  use  of  non-
renewable natural resources and has created a
new area called «natural resource economy».
Basically, the concept of scarcity rent means
that the net price of an exhaustive resource
should  be  equal  to  interest  rates  in  terms  of
optimal use between periods, otherwise there
will be inter-period arbitrage.

The Role of Financial Markets and Specu-
lation. In the short term, apart from the above
mentioned parameters, financial indicators and
events such as Dollar/Euro exchange rate,
interest rate, hedge fund, mortgage crisis and
the following global financial crisis, which are
the basis of speculative movements, also affect
oil prices.

The depreciation of the dollar against other
currencies is another factor that increases oil
prices and the appreciation of the dollar is
another factor that causes oil prices to fall. Al-
though they were not the only ones responsible
for the rise in oil prices to $140 in mid-2008,
the impact of speculation was enormous. The
size of the energy market has approached $7
trillion, making it a new area of  profit for spe-
culators. While 86 million barrels of oil are

consumed daily in the world physically, about
ten times of this in oil markets is changing
hands. While an average of 158,000 oil con-
tracts were traded daily in 2000, this number
reached 972,400 in 2008. The NYMEX stock
market grew by 350% compared to 2002.

The effect of speculation in the financial
market on oil prices is not observed in the long
and medium term. Kaufmann and Ullman
(2009) found that oil prices are determined in
the spot market and that there is a very weak
relationship between the oil prices in the futures
market and the price formed in the spot market.
While the balance of supply and demand is
known to be the determining factor in oil prices,
speculations have an effect of increasing or
decreasing oil prices in the short term.

The definition of oil as an investment in-
strument has played a major role in making oil
prices open to speculation. The speculators’
short-term and profit-oriented transactions
increase volatility. Increasing volatility reduces
predictability and has a negative impact on
investment decisions.

OtherFactors. Oil production cost: oil
production costs, roughly exploration costs,
development costs and operating costs are
formed. Production costs vary depending on
factors such as whether the search is on land
or at sea, the nature of the production site, the
technology used, and the amount of production.
In general; It can be said that oil produced in
the Middle East has a lower production cost
than oil produced in regions such as the North
Sea and OPEC member countries produce oil at
lower costs than other oil supplying countries.

The cost of oil production has increased
over time due to the fact that it is increasingly
difficult to discover new reserves fewer disco-
vered reserves, the development of old and new
reserves, and the difficulty of oil extraction.
The increase in production costs directly affects
the market price. In order for oil production to
continue, the market price must be high enough
to cover rising marginal costs.

Geopolitical reasons: The relations bet-
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ween the geographical characteristics and the
politics of the states are evaluated within this
scope. In international politics, the effect of
geographical factors on power relations is exa-
mined. Geopolitics examines the relationship
between power and purpose at the present and
future political level based on physical and po-
litical geography. One of the most important
reasons for the rapid rise in oil prices in the
first half of 2008 was the geopolitical events
in the world: the lack of stability still expected
after the invasion of Iraq, the increase in natio-
nalization efforts as a result of Hugo Chavez’s
policies in Venezuela, the terrorist attacks in
Nigeria and security concerns continue, Iran
continues to nuclear work and as a result of
this, the US and Israel to intervene in the mi-
litary interventions in Iran, Russia’s interven-
tion in Georgia with the increase in the Caucasus
uneasiness Good occupation is one of the most
important geopolitical events in 2008 and 2009.

Oil quality: The important thing to re-
member when examining oil prices is that there
are various types of oil of different qualities
and types. Crude oil is marketed at different
quality and prices depending on the region
where it is extracted.

Spare production capacity: Spare pro-
duction capacity, which is not available in oil
producing countries other than OPEC member
countries, is one of the important factors affec-
ting short-term prices. Approximately 75% of
OPEC’s spare production capacity is in Saudi
Arabia. Reserve production capacity is activa-
ted in supply-demand imbalances and plays an
important role in balancing markets with stocks.

Natural disasters: Natural disasters affect
short-term oil supply and prices, as in the case
of the hurricanes Katrina and Rita, which hit
the Gulf of Mexico and the southern coast,
where the US’s main oil and gas production
sites are located.

Prices of alternative energy sources: Alt-
hough the prices of alternative energy sources
are parallel to oil prices as in the case of natural
gas, and do not fully replace, they affect oil

prices in the medium and long term.
The value of the US dollar: The change in

the value of the dollar due to the pricing of oil in
US dollars is another factor affecting oil prices.

Environmental impacts: Increased envi-
ronmental regulations and environmental taxes
due  to  environmental  damage  caused  by  the
use of petroleum products affect oil use and in-
vestment decisions and thus prices in the long run.

Conclusion.In the 1970s and early 1980s,
oil  prices  were  thought  to  be  determined  by
OPEC. However, the view that oil prices are
determined by the international oil market has
prevailed in the time period to date. In this pro-
cess, it is thought that the market acts within
its own pure economic rules. However, when
oil prices are under scrutiny, it is seen that oil
prices emerge after a complex economic and
political interaction with both OPEC and vari-
ous other elements of the oil market.

Oil prices are formed on the basis of sup-
ply-demand balance in the free market. Howe-
ver, there are many factors affecting the supply-
demand balance in the short and long term and
hence prices. Considering that the short-term
factors are not permanent, it can be said that it
is better to look at the main/structural factors
that affect prices in order to predict oil prices.

When we look at the oil market in terms
of the main factors affecting oil prices; It is
seen that the demand for oil has reached to the
present day following an increasing trend and
this trend is expected to continue in the coming
years. Behind this expectation is mainly the up-
ward trend in world population and per capita
output. When we look at the supply side, oil
reserves are limited; it is becoming increasingly
difficult to find large oil reserves, and new dis-
coveries are lagging behind increasing oil pro-
duction, and thus existing reserves are begin-
ning to decline; that oil producers want to gain
maximum income from the existing reserves
considering the current and future balance and
the market structure allows this; production
costs increased.

Nevertheless, the oil market contains un-

      /     
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expected surprises and high risks. Despite
many studies and available information, there

is no general theory that can explain the oil
market by associating it with social sciences.
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Today, the banks’ financial stability remains one of the most important problems in both scientific
and practical aspects.

Various factors play a role in achieving financial stability. The most important of which are the
adequacy and quality of equity capital, which also serves as an indicator of financial stability. Based
on this, this article examines the relationship of the Bank’s equity capital with indicators of financial
stability.

Based on the study of previously published literature, the authors show the degree of scientific
and theoretical development of the problem by both domestic and foreign scientists. Based on the
materials of the Kazakhstan’ second-tier banks, was conducted a statistical analysis of the domestic
second-tier banks equity capital for 2014-2019. A detailed analysis of the structure, quality and capital
adequacy ratios of the banking sector of Kazakhstan for a five-year period was carried out. The article
also examines the impact and role of the regulator-the National Bank on the financial stability of the
country’s banking sector.

Keywords: bank, second-tier banks, banking sector, National bank, financial stability, financial
strength, equity, capitalization, modernization of the banking sector, Kazakhstan.
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Introduction. In Kazakhstan, issues of
improving the financial stability of the banking
sector are becoming particularly relevant with
the development of digital technologies, the
growth of legislative regulation, increased com-
petition and the emergence of new market players.

In the recent Address of Kazakhstan’s Pre-
sident dated 02.09.2019, it was noted that the
insufficient effectiveness of monetary policy
is becoming one of the brakes on the country’s
economic development.

The purpose of the study is to determine
the role and significance of equity capital as
an indicator of financial stability of second-
tier banks. To achieve this goal, it is necessary
to solve the following tasks: to study and
systematize the theoretical basis of the essence
of the Bank’s financial stability, to analyze and
evaluate the quality of its own capital and the
current situation in the banking sector.

Based on the analysis of the literature and
the practical situation, the tasks and prospects
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of banks are justified in their activities to sta-
bilize the financial condition and improve the
quality of their own capital. The authors also
conduct an analytical review of the current
situation in the banking sector as a whole, the
National Bank’s activities to improve the finan-
cial stability of the banking sector and the re-
sults of asset quality assessment.

Research methods – statistical and econo-
mic analyses.

Literature review. In the course of the re-
search and in the process of writing the article,
the authors studied and investigated previously
published publications, such as scientific artic-
les, textbooks, monographs by domestic and fo-
reign authors on the topic of the research. Such
literary publications include the textbook «Ban-
king» and scientific publications in periodicals
of doctors of economic Sciences, professors Seit-
kasimov G.S.[1], Musina A.A. [2] and others.

The authors also used the reports and
statistical bulletins of the National Bank of
Kazakhstan as a basis for the analysis of sta-
tistical data. In the field of theory and practice
of banking, regulation and supervision, the
scientific works of such scientists as: Seitkasi-
mova G.S.[1], Mussina A.A., Kerimkulova
D.D.[2], Nikiforov I.[3] and others are known.

However, the causes of vulnerability and
the factors of negative shocks and crises in-
fluence, as well as new challenges of the time
on the stability of the banking sector are not fully
studied, which causes the special significance
and relevance of the chosen research topic.

Main part. In  order  to  ensure  financial
stability, organize an effective system of state
bodies interaction, as well as conduct a coordi-
nated policy on risk management of financial
relations, the Government of the Republic of
Kazakhstan, the National Bank and the Agency
for regulation and supervision of the financial
market and financial organizations signed a
Memorandum on financial stability on Novem-
ber 10, 2007.

Financial stability is defined as the absence
of distortions in the economy that can lead to a

subsequent negative correction of financial
markets, the emergence of a systemic crisis and
the inability of financial institutions to ensure
the smooth functioning of the financial system,
as well as to support the business activity of
the real sector of the economy.

Financial stability is ensured by the ade-
quacy of state regulation of current and poten-
tial risks, the effectiveness of risk management
and redistribution mechanisms, and the preser-
vation of consumer confidence in the financial
system [4].

The main principles of ensuring financial
stability:

– coordination – a clear definition of the
tasks and functions of each party in order to
avoid duplication and implement a coordinated
approach to the implementation of functions
and tasks;

– timeliness – development and improve-
ment of methods for analyzing financial sta-
bility indicators that allow timely identification
of threats and risks to financial stability in order
to make adequate decisions;

– efficiency – development and imple-
mentation of a measures’comprehensive sys-
tem that ensures prompt adoption and effective
implementation of decisions that are adequate
to threats and risks to financial stability;

– lowest costs – the choice of a method
(and tools, mechanism) for solving problems,
taking into account the need to minimize finan-
cial costs, as well as losses in general for the
financial system;

– openness – availability of information
about the parties’ activities in the field of finan-
cial stability in a volume and format that does
not contradict the legislation of Kazakhstan and
the task of maintaining confidence in the finan-
cial system;

– information exchange – submission of
all necessary information in compliance with
appropriate security measures and confiden-
tiality.

Let’s consider the current state of the ba-
nking sector in Kazakhstan at the present stage.
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Figure 1. Number of second-tier banks in Kazakhstan *
* ompiled by the author on the basis of statistical data of the National Bank.

Data is shown at the end of each year [5]

As you can see in the above figure 1, at
the end of 2015, there were 35 banks operating
in our country. Over the analyzed 5 years, their
number has decreased by 8 banks and at the
end of 2019 is 27 second-tier banks.

Improving  the  stability  of  the  domestic
banking sector is a priority task of the National
Bankand in turn, the latter has been conducting
a number of important events since 2017, such
as: stress testing of second-tier banks, as a result
of the financial stability adoption Program of
the banking sector, the introduction of a unified
methodology for assessing the regulatory pro-
visions.

Today, during the third modernization of Ka-
zakhstan, banks face a priority task-the availa-
bility of high-quality and sufficient equity capital.

The Bank's own capital is primarily requi-
red for starting the Bank's activities, such as
purchasing offices, buildings, equipment, is-
suing salaries to employees, as well as paying
for the Bank's expenses at the next stages of
banking operations.The Bank's own capital is

the security and guarantee fund. Thus, equity
is an important, necessarily, its role is very large
in the structure of Bank funds, ensuring the
stability of the Bank and effective operation.

The size of the equity capital of second-
tier banks in our country is regulated by law
and the increased requirements of the National
Bank to the parameters of the equity capital of
commercial banks are growing every year.
Thus, in 2014, a draft resolution on amend-
ments and additions to prudential regulations
was developed, which required an increase in
the Bank's equity capital from 10 billion tenge
to 30 billion tenge in 2016 and to 100 billion
tenge by 2019. However, after foreign econo-
mic shocks, the project was postponed and to-
day remains at the level of 10 billion tenge [6].

The equity of a commercial Bank includes
primarily authorized capital, reserve capital,
undistributed net annual income, and so on.

Consider the structure of equity on the ba-
lance sheet of the banking sector in Kazakhstan
(figure 2).
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Figure 2.  Structure of equity capital of the banking sector of Kazakhstan
(by balance sheet) *

* ompiled by the author on the basis of statistical data of the National Bank.
Data is shown at the end of each year [5]

As can be seen from figure 2, the main
part of the equity capital is the authorized capi-
tal, which over the five-year period analyzed
has significantly decreased by almost half from
2892.4 billion tenge in 2014 to 1547.3 billion
tenge in 2018 (the same minimum level was
noted in 2015).

It is also necessary to note the cyclical na-
ture of undistributed net income of the banking
sector. For the period up to 2016, there is an
annual growth in net income, and in 2017, a
record decline to -68.7 billion tenge, and by
the end of  2018, a record growth to 764.4 bln
tenge due to the growth of retail business.

The Bank's equity capital adequacy is
characterized by the following coefficients:

1. capital adequacy ratio k 1-1,
2. tier one capital adequacy ratio k 1-2,
3. adequacy ratio of own capital k2.
The norms of the above coefficients in our

country are regulated by law by the National
Bank of the Republic of Kazakhstan (in the
Resolution «on establishing the normative
values and methods of calculating prudential
standards and other mandatory norms and

limits  of  the  Bank's  capital  on  a  certain  date
and the Rules for calculating and limits of the
Bank's open currency posit ion» dated
13.09.2017).

Analyzing the data in table 1, it can be no-
ted that the regulatory capital of the banking
sector of Kazakhstan is growing annually, so
from 2502.6 bln tenge at the end of 2014 to
3835.3 bln tenge at the end of 2018.

The capital adequacy ratios k 1-1, first-
tier capital k 1-2 and equity capital k2 of the
banking sector of Kazakhstan are higher than
the minimum regulatory values for the entire
analyzed period.

Thus, the requirements of the National
Bank are as follows: from January 1, 2015 to
January 1, 2017, the main capital adequacy (k1)
increased from 5 to 5.5%, the first level capital
(k1–2) – from 6 to 6.5%, the equity capital
adequacy (k2) – from 7.5 to 8%. Taking into
account the buffer capital, we need to add
another 2 p. p. to all the listed figures. The re-
quirements for a backbone bank are even hig-
her: the current coefficients k1 – 9.5%; k1-2-
10.5%; k2-12%.
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Table 1

 Equity capital adequacy of the Kazakhstan banking sector *

2014 2015 2016 2017 2018 Name 2014 2015 2016 2017 
Name bln  

tenge 
% bln  

tenge 
% bln  

tenge 
% bln 

 tenge 
% bln  

tenge 
% 

First-level 
capital, 
including: 

1865,6 77 2468,5 82,5 2819,6 85,7 3088 81,7 2934,6 76,5 

Fixed 
capital 

2353,2 78,7 2703,9 82,2 2991,7 79,2 2894,4 75,5 

Additional 
capital 

115,3 3,8 115,7 3,5 96,3 2,5 40,2 1 

Second-
level 
capital 

637 23 521,9 17,5 470 14,5 691,5 18,28 900,7 23,49 

Total 
estimated 
equity 

2502,6 100 2990,4 100 3289,6 100 3779,5 100 3835,3 100 

k 1-1 10 12,8 13,5 17,2 16,6 
k 1-2 12,1 13,5 14,1 17,7 16,9 
k2 16,3 16,3 16,4 21,7 22 

* he table is compiled by the author based on statistical data of the National Bank.
Data is shown at the end of each year [5]

In order to increase the level of banks
capitalization and their ability to cover losses
on credit risk, a Program to improve the stabi-
lity of the banking sector was launched in 2017.
At the same time, additional capitalization by
shareholders, including banks participating in
the Program, is a key factor in the sustainable
development of banks.

Postponing the recognition of losses on the
loan portfolio to future periods leads to the
acceptance of risks that do not correspond to
the actual level of capital. As a result, a Bank
without capital poses a risk of losing value to
minority investors, Bank guarantors, and the
public sector [5].

Stress testing conducted by the National
Bank in 2017 on the basis of the methodology
for assessing the probability default of an indi-
vidual loan showed that the actual level of
impaired assets significantly exceeds the values
reflected in the actual statements of banks,

which requires further implementation of a set
works to clean up banks ' balance sheets.

Non-recognition of problem loans and
accrual of interest income on loans that do not
actually generate cash flows reduce the quality
of profit and stability of the Bank as a whole,
as well as overestimate the profitability and ca-
pital adequacy indicators.

Based on the results of the work carried
out to assess the potential shortage of banks'-
provisions and in order to further consistently
improve the banks' health, the National Bank
adopted a Program to improve the financial sta-
bility of the banking sector, aimed at providing
financial support to banks with significant
social significance, with the mandatory joint
participation of shareholders. The program has
improved the stability of the banking sector and
expanded the potential for lending to the
economy [6].

In 2017, the National Bank introduced a
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unified methodology for assessing regulatory
provisions, which provides for adjusting the
Bank's equity by reducing it by the difference
between the calculated regulatory provisions
and the provisions formed by banks under IFRS.

The introduction of the new methodology
actually provides the National Bank with a basis
for recognizing losses on the loan portfolio and
using the quality assessment of the loan port-
folio on an ongoing basis as part of the Supervi-
sory process. This requires significant additio-
nal capital injections from Bank shareholders.

As a result of regulatory deductions, equity
indicators will more objectively reflect the real
state of the Bank and improve the quality of
regulatory reporting. The introduction of regu-
latory provisions to adjust equity capital will
significantly reduce the capital adequacy in-
dicators of commercial banks. Therefore, in
order to reduce the burden on banks ' capital as a
result of simultaneous recognition of losses,
the deduction from capital will be implemented
in stages until 2022.

Financial support, totaling 654 bln tenge,
is  provided  to  banks  on  the  terms  of  subor-
dinated debt that meets the criteria for inclusion
in the Bank's regulatory capital. In particular,
the Program operator, represented by a subsi-
diary of the National Bank – Kazakhstan sta-
bility Fund, repurchased the Bank's subordi-
nated bonds with a maturity of 15 years. The terms
of issue subordinated debt provide for the con-
version of subordinated debt to common shares
of the Bank in the event of a violation the Bank's
equity ratios or the discovery of the facts asset
withdrawal. At the same time, before conver-
ting subordinated bonds, banks will have to
recognize all losses in order to prevent dilution
of the state's share. The funds received under
the Program are used for the purchase of state
securities, which, if necessary, banks can gradual-
ly sell or use as collateral for REPO operations.

As a result of the adoption of the Program,
the total equity and stability of the banking
sector increased. This, in turn, will contribute
to expanding the lending capacity of the coun-

try's economy, as well as further development
of related the economy sectors and improving
the financial condition of the final borrowers-
enterprises in the real economy sector.

This Program was attended only by large
banks that depend on the activity and state of the
financial system of Kazakhstan as a whole, such
as the system-forming Kazkommertsbank and
Halyk Bank, as well as socially significant banks.

Thus, within the framework of the above-
mentioned Program, in 2017, after the purchase
by Halyk Bank, Kazkommertsbank was cleared
of problems that it experienced after joining
BTA Bank. This saved the savings of the popu-
lation, financial resources of public and private
organizations in the amount of 4 trillion tenge.

It also provided support to five large socia-
lly significant banks, whose assets account for
about 30% of the assets the entire banking
sector. These include: RBK Bank (bought out
by Kazakhmys LLP), Tsesnabank JSC (bought
out by First Heartland Bank JSC), Bank Center-
Credit, Eurasian Bank and ATF Bank.

Now the Bank of banks – the National
Bank faces the task of increasing the financial
stability of the banking sector and, as a result,
the confidence of the population, international
organizations, investors and rating agencies in
domestic banks. In this regard, the national
Bank is working to implement the Basel III
standards in 2021 [6].

To date, a huge amount of work has been
done to assess and analyze the quality of assets
of commercial banks in the first years in our
country.

According to the results of the asset quality
assessment, as of 01.04.2019, there is no capital
deficit at the consolidated level (aggregation
of results of all participating banks); the pru-
dential standards k1 and k2 are implemented
at the system level, taking into account the
results of the asset quality assessment program:

–At the consolidated level, the excess of
k1 capital relative to the regulatory minimum
is ~70%, taking into account the additional
level of asset quality adjustments received
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during the QA and from the revaluation of
financial instruments (compared to ~105%
before the QA).

– Similarly, according to the results of the
QA, the reserve of prudential capital k2 is
sufficient at the system level to fully cover risks
from a prudential point of view (for example,
in terms of evaluating collective reserve mo-
dels, evaluating real estate, and applying con-
servative credit impairment triggers) [7].

As part of the audit, positive aspects of
the development of business processes and risk
management systems in banks in recent years
were identified in a number of aspects, inclu-
ding the following:

– Banks in general have successfully pas-
sed the complex transition to the IFRS 9 stan-
dard, including the development of new ap-
proaches to the classification of financial assets,
new approaches to the calculation of provisions
and the book value of assets that correspond
to the new, more complex, standard;

– Significant progress is also seen in the
development of Bank data and systems, increa-
sing available historical statistics, and detailing
available data;

– In general, there is a high level of deriva-
tive correctness estimatesfinancial instruments
and bonds on banks' balance sheets, and we

also see that banks do not assume significant
risks in these areas;

– A number of banks have used fairly
accurate estimates of the value of collateral,
and within the framework of the QA, this pro-
perty was valued even higher than the estimates
that the Bank uses for calculating provisions;

– Banks have tightened their lending cri-
teria over the past few years, which has sig-
nificantly reduced the scale of problems asso-
ciated with this line of business [8].

Conclusions. In the course of the analysis
of the availability of the Kazakhstan’s banking
sector equity capital, we can conclude that
today the domestic banking sector continues
to eliminate the consequences of the past global
crisis in 2008 and economic shocks in 2013.

Weak banks lose their positions and dis-
appear from the domestic market. The regu-
latory body of the National Bank has imple-
mented a number of particularly significant and
positive measures to improve the banking
sector. In this way, support was provided to the
backbone Bank and five major socially signi-
ficant banks, as a result of the adoption in 2017
of the financial stability improvement Program,
which in terms of Bank recapitalization comp-
leted its work in February 2018 and The assess-
ment of the asset quality of second-tier banks.
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To reveal the essence of calculating the reservation for the payment of the next vacation of
employees, it is necessary to answer the following questions: what is the need to create a reserve for
vacations and why enterprises can not take into account the costs when sending an employee on another
vacation?

The answers to these questions can be viewed from both sides.First, the creation of a reserve is
enshrined in the international financial reporting standard.Secondly, in our country, according to the
current labor legislation, employees are allowed to use regular work leave for subsequent reporting
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made by international financial reporting standards.Some difficult aspects of forming a reserve for
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creating a reserve were reflected, and the efficiency for the enterprise was determined.In addition, ac-
counting records for this created reserve are presented.
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 IN INTERBANK COMPETITION: ANALYSIS AND EVALUATION

Annotation

The article raises the problem of determining non-compliance with the requirements necessary to
improve the competitiveness and financial stability of the banking sector.In this regard, in order to
assess changes in financial innovations in building a «strong banking system» in the competitiveness
of the banking sector of the Republic of Kazakhstan in order to provide quality products and services,
it became necessary to improve the quality of asset management of the Bank, based on the concept of
D. Sinki «FOCUS». The quality of the Bank’s asset management is directly related to the liquidity of
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assets (the quality of the loan portfolio). Activities of the banking sector was selected as the object of
the study. After conducting these studies, analyzing the quality structure of the credit portfolio of the
banking sector and the quality structure of the credit portfolio of legal entities and individuals, an
assessment of each annual state of problem loans is given.Therefore, due to the determination of the
provision coverage ratio under IFRS for loans with overdue debts of more than 90 days, with the
financial support of the state, problem loans were written off, allowing to replace them with standard
loans.In particular, the volume of doubtful and bad loans to legal entities and individuals was analyzed
and conclusions were given.
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