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Abstract. The article descnbes the main sources of finanang mvestment projects of small and medium-sazed businesses (heremnafler
referred to as SMEs). Through the Desk Research method, the analysis of the man mdicators of SME development, ways of financing
SMEs 15 carmed oul. Based on regresave multivanate dsta analysss and the use of a techmeal amalysis tool, a forecast of the number of
people employed m SMES, the share of GVA m the country’s GDP, the share of loans to small businesses, and mvestments m fixed assets
are calculated
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1. Introduction

The development of SMEs is one of the strategic objectives of the country, contnbuting to the promotion of a
competitive environment with the prospect of introducing new methods and efficient technologies at enterprises,
raising the level of labor productivity, and applying high technologies. In addition to a significant economic role,
SME development also plays a social role through the stability of the middle stratum of the population, the
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creation of new jobs, and the reduction of unemployment and poverty (Kowo, et al. 2019; Baltgailis 2019; Azam
etal, 2016; Pekovic. 2017; Bhukuth et al., 2018).

In the Republic of Kazakhstan, the average annual increase in the number of active SMEs over the past § years
was 2.4%, the number of people employed in SMEs was 2%, output was 13.2%, and the share in GRP was 5%
(Statistics Commuttee).

2. Research background
There is a slight annual increase for 2013-2017, number of registered SMEs in the amount of 0.03%. Table 1

shows the main indicators of the development of SMEs in Kazakhstan for the period 2013-2017.

Tuble 1. Mam indicators of SME development i the Republic of Kazakhstan for the penod 20132017

2013 2015 2017 Growth Growth Gronth Medium
2015 2017 1 annual
2013, m% | /2015, % | 2013, m % | growth
behind
2017/
2003r, n %
The number of regastered | 15359 14814 1 540.5 35 39 03 0,03
SMEs, i thousands umts
The number of active | 8882 12425 11459 398 37 20 24
SMEs, in thousands umis
Number of  people | 25769 IS 31901 215 0,20 137 20
employed i SMEs, m
thousand people
Output, in balhon fenge 91654 156994 232411 713 480 158.6 132
["Share in GDP, in %% 16,7 239 26,8 29,1 7.6 [ZE] 50

Source: compiled by authors sccording 1o Committee of Statistacs of the Ministry of National Economy hitp:/'www stat kz

Based on the data of the Committee on Statistics of the MNE RK, a trend line was built for the peniod 2005-2017.
(Figure 1), showing the trend of the relationship between the number of people employed in SMEs and the share
of GVA of SMEs in a country’s GDP. The magnitude of the reliability of the R2 approximation is defined as the
square of the correlation coefficient between the level of the dynamic senes and time and characterizes the
fraction of the variation of the level of the dynamic series, explained by the influence of time. The closer R2 15 to
I, the more significant 1s the trend equation (JSC Damu).
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Figure 1. Duagram of the impact of employment m SMES oa the share of GVA in GDP
Source: compaled by the authors on the basis of techmical analysis
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The scatterplot revealed obvious outliers, while the confidence coefficient of the approximation 1s higher than the
optimal value R2 = 0.9525> 0.7. In view of this, we consider this factor significant. The greater the number of
people employed in SMEs, the greater the country’s GDP indicators. Prediction in such a model is possible and
we see that the point forecast, at first glance, is reliable, since the coefficient of confidence of the approximation 1s
equal to 0.9525. The polynomial equation for the dependence of the GVA share in GDP on the number of people
employed in SMEs 1s described by the function: y = 4E-16x6 - 6E-12x5 + 4E-08x4 - 0.0001x3 + 0.2692x2 -

271.05x + 112701.

The forecast values of the number of people employed in SMEs and the share of GVA of SMEs in GDP are given

in Table 2, built on the basis of a lincar trend line,

Table 2. Forecast of main mdicators of SME development

Indscator 2018 2019 2020 2021 2022
Number of people employed m SMEs, in thousand people | 3 3026 34155 35284 36413 37542
Share in GDP. m % 283 208 312 326 Kl

Source: compiled by authors according 10 technacal analysas

Based on a technical analysis, a forecast was made of the impact of the number of people employed in SMEs on

the share of GVA in GDP (Figure 2).

According to the forecast, the share of the contnbution of SMEs to GDP in Kazakhstan in 2022 will be 34%. As
compared with developed countries, such as, USA-52%, Germany-55%, France -50%, Denmark-61%, Italy-68%,

this figure is quite low.
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Figure 2. Tomcm of the mmpact of employment in SMEs on the share of GVA in GDP
Source: compiled by authors according 10 technacal analys:s

Nevertheless, one of the main objectives of the strategic development plan of Kazakhstan s to achieve 50% of the
contribution of enterprises to the country’s GDP. To fulfill this task, the state 1s taking measures to expand and

improve government programs to support SME entreprencurship. One of the main external sources of financing
for SMEs 1s credit financing.

Credit financing is a monetary resource 1ssued by financial institutions on certain conditions (creditworthiness,
urgency, solvency) for a certain period.

The creditworthiness of the borrower of an investment project is the ability to accumulate cash flow as a
repayment of the loan provided for investment projects based on the basic necessary criteria in terms of assessing
the risks and income necessary for a bank to make an effective decision on a project.

In the dynamics of credit financing by second-tier banks, small entreprencurship can see an average annual
growth rate for 2012-2017. amounted to 13.8%, and there is also an increase in the share of credit funds with an

average annual growth of 4.2% in the total amount issued in the country's economy. Table 3 shows the dynamics
of credit financing for second-tier banks.

Table 3. Dynamics of credst financmng of STB

Indscator 2012 2013 2014 2015 2016 2017
Loans issued in the economy, n billson tenge 7249 8 348 10 599 9 351 9833 12705
Credits ssued to small businesses, in halhon 1050 890 1198 1279 1984 2789
en
Share of loans to small businesses. in % 14,5 10,7 113 13,7 202 219

Source: compiled by authors according to Commuttee of Statistscs of the Ministry of National Economy, hitp /www.stat kz

Based on the dynamics of actual indicators of loans 1ssued to small businesses m the total volume of loans issued
to the economy, as well as applying technical analysis based on an exponential and lincar trend line, we wall
predict the dynamics of loan financing until 2023

For the indicator “loans issued to the economy™ a model of the loganthmic trend line was chosen. The logarithmic
trend of the level of the dynamics of loans issued to the economy is presented in Figure 3.
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Figure 3. Forecast of the dynamscs of loan financing, ballion tenge
Source: compiled by authors according 10 technscal analysis
3. Results

The analysis of this graph shows that the dynamic range model, chosen as a logarithmic trend, in principle
adequately describes the real process, the approximation reliability coefficient is 0.75. Prediction in such a model
is possible and we sce that the point forecast, at first glance, is reliable.

The loganthmic calculation of the forecast indicator “loans issued to the cconomy™ is represented by the
following equation:

y = 1754709,68Ln(x) - 13 340371,38(1.1),

where:

¥ - predicted value of the indicator;

x — actual values of the indicator;

For the indicator “loans issued to small businesses,” the optimal model is a lincar trend with an approximation
cocfficient of 0.7975. Lincar calculation of the forecast indicator “loans issued to small businesses™ is described
by the function:

¥ = 344,51x - 692492 (1.2)
where:
v - predicted value of the indicator;
x —actual values of the indicator.

The results of the forecast indicators of loan financing are presented in Table 4.
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Tuble 4. Forecast of loan financmg mdscalors
Indscator 2018 2019 2020 2021 22
Creduts 1zzued 1o the ecanomy, 10 billson lenge 12727 13 5897 14 4646 1534 16 202
Crislats ssued 10 small businesses, i balhon 27H 3074 3418 3TH 4 107
lenge
The share of kans fo small basmesses, in % N4 226 136 245 253

Jowrce: compaled by the authors on the basis ol kechmical anahysz

Thus, by 2022, the share of loans to small businesses will be 25.3% of the total loans issued to the economy.

Omne of the main financial funds to support entreprencurship is JSC Damu Entreprencurship Development Fund,
which provides financial and non-financial support to SMEs through state programs for both start-up
entrepreneurs and operating ones. Loan financing 1s camed out through certain second-tier banks and leasing
companies that are partners of the Fund.

To determine the effectiveness of government programs to support entrepreneurship, we consider the dynamics of
the main indicators for the period 2012/2017 (Table 5).

Table 5. Kesubts of credit financing wathin the Iramework of stale programs under J5C Damuo Entrepreneurship Development Fund
Hnz 2013 A4 2015 ] L 2017
Murmber of investment projects, m units 3 560 3 762 5531 6 B 12217 11 %36
Amount of loan financing, in min. lenge ilom U5 419 439 400 523 Tl Gl 000 S48 4490
Production output of SMEg, m hlﬁle B2 q 165 14 605 15 &U9 16 BST 21 148
lenge

Sowrce: compaled by the authors based on the anmual reparts of 15C “Entreprensarship Development Fund®™ Damu

The above table clearly demonstrates the steady growth of mvestment projects by 29 8% from 2012. At the same
time, the mdicators of loan financing are also growing, the averge annual increase 15 3.3%.

In contrast to loan financing, a venture has several features. According to the terminology Krapivina ES., a
venture fund 15 an mvestment fund that 15 focused on working with innovative enterprises and projects, often
start-ups (Krapivina 2014; Kozubikova et al, 2017). Venture financing 15 a nsky activity aimed at the use of
scientific advances and technical (technological) innovations that have not yet been used in practice. In the
entrepreneunial code of the Republic of Kazakhstan, venture financing refers to actrvities related to financing
persons engaged only in innovative activities, by investing in their authonzed capital, sequiring financial
mstruments issued by them or providing them with a cash loan (Entrepreneunal code).

Thus, venture financing differs in many ways from credit financing. The main differences are the obligatory
presence of the mnovation component in the investment project, the possibility of attracting funding without
providing collateral. Participants in venture financing can be enterpnses that are in the early stages of
development, as well as existing enterpnses that are planning to expand or modernize production | Baranowska-
Prokop & Sikora, 2017; Cichy & Gradon, 2016). The conditions for providing financing are made on the terms of
payment of an investment loan over a long-term investment period with an annual interest rate of 15% or more or
with the participation of the authorized capital of SMEs, while the calculation of the company's value s
determined at the preliminary stage of negotiations.

With the entry into force of the new legislation in the Republic of Kazakhstan on venture financing, the demand
for venture financing will merease, due to accessibility and simplification of procedures, as well as the creation of
a legal framework. The appearance of an agreement on the exercise of the nghts of participants in an economic
partnership will make it possible to carry out actions related to the management of the partnership, through
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participation in voting at a general meeting of participants. In addition, participants in the partnership may provide
for compensation for property losses due to the impossibility of meeting their obligations (Law of the Republic of
Kamkhstan 2018). The concept of “venture manager”™ is introduced, which is engaged in the management of
assets of the venture fund under the terms of the contract concluded with it. The opening of the international
technology park of IT start-ups “Astana Hub”, being a platform in order to attract venture capitalists, business
angels, will allow SMEs to develop in high-tech innovation spheres.

The investment portfolio of the main venture capital funds in the Republic of Kazakhstan 1s presented in Table 6.
In compiling the investment portfolio, annual reports for 2017 were used by ISC NATAT, 15C Kazyna Capital
Management (Annual report of JSC NATR and JSC Kazyna Capital).

Tahbe b. levestiment porifisho of mamn venture hunds in the Bepuble of Earakhsian

M Mame ol the direcl investment hanad Venture humd Venture Furd
Investments, i omllson
lenpe
1 JSC whreketn JEC «MATREs 2hd b
z JSC wleha Tehnologyo 132
1 Wellington Partners Wentures I Technology Fund LF 1324
4 Flagzhap Venbare Fund 12%]
5 Vertex 111 Vienture Fumd 674
5] Aureos Central Asa Fund JSC aflaryna Capital 1 Ul
T Wil fenszohn Capital Partners (| WCP) Managements 9213
= ADM Kazakhstan Capital Bestructunng Fumd (KCRF) 15 115
q Russian — Karakh Fund of Manolechnology (REFN) 9250
11} Falah Cirowth Fund {FOGGF) 1% 500
11 Kazakhstan Growth Fund ([ KGF) 14 =00
12 Macquane Busia and CIS Inlfragtructure Fund (MEIF) 11 1{0
13 CITH. -Eazyna Investreent Fund 1{CELF) 37 000
14 Almex-Baterek Fumd (ABF) 1321
15 Islamee Infrastructure Fund (11F) 1110
16 Basterek Yenture Fund { BVEF) 14 134
17 Kazakhstan Infrastructure Fund (KI1F) 37 000
18 DBE Equity Fund C.¥ | 1063

Yource: compaled by the authors based on the anmual reports of 15C “Entreprenaurship Development Fund™ Damu

Forming a legal framework conducive to resolving relations between venture capital market participants, creating
a mechanism for state participation in financing venture funds, through development institutions and national
compames, will stimulate an increase in venture capital investments in innovative projects, which will increase
the country's GDP indicators in a certain way.

JSC "Mational Agency for Technological Development™ is the main operator of the program for the grant
financing of mnovative projects. One of the main programs is “Innovation Grants".

Innovation grant - budget funds provaded to the subjects of industnal and innovative activities on a grant basis for
the implementation of their industrial and imnovative projects in the framework of the prionty areas for the
provision of innovative grants {Concept of mnovative development). Since 2017, the program has been amended,
namely, the grant limit has been increased to 500 million tenge, requirements for grant recipients have changed
regarding the presence of 3-3 years of business expenence, as well as their own participation in the project. In
addition, the procedure for reviewing and filing an application has been simplified, and the time penods for
examination have been reduced.
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According to the results of 2017, out of 208 grant applications, 9 inno- vation grants were approved, worth a total
of 1,687 billion tenge, 24% of which were directed to technology commercialization, 34% to the technological
development of existing enterprises, 42% to the development of industries. In terms of industries, the leading
place 15 occupied by the development of information and communication technologies, then progressive
technologies in the agro-industnial complex, the third and fourth places are engineenng and advanced
technologies in construction.

Thus, the state stimulates the development of innovative entreprencurship, creating favorable conditions for the
miroduction of new advanced technologies and mnovative solutions.

One of the lending instruments for SMEs 15 leasing financing. Leasing 15 a long-term lease of machinery,
equipment, vehicles, as well as industnial facilibies, that 15, a form of investment (Zhwirikov 2017). The main
difference between leasing financing and credit is the lack of collateral, instead the securnty 15 the registration of
the lessor's ownership of the property. Also after payment of all leasing payments, the lessee draws ownership of

the acquired assets.

According to Garman V.D. Leasing should be divided into: financial, operational, leverage-leasing, leasehack
{Gazman 2013). The author of another work cites another type of leasing - leasing “in package”, a financing
system in which buildings and structures are provided on credit, and equipment 15 given to the lessor under a lease
agreement.

According to Zhuinkov K K. leverage leasing is a financial leasing in which a larger share of the leased asset s
leased to a third party (Zhuinkov 2017).

According to the Statistics Committee of the MNE RE, the following types of leasing prevail in the Republic:
returnable, full, clean.

Returnable leasing is one of the types of leasing financing, which provides for the sale by the suppher of
equipment, equipment, buildings, etc. on the terms of returning this object to leasing as a lessee (Braginets 2013).
Full leasing, in addition to leasing equipment, equipment, buildings, provides technological support, including
repair and maintenance services for leasing objects, performed by the lessor { Arystanbaeva 2016).

In the case of net leasing, technological service 15 performed by the lessee ( Adambekova 2014).
The amount of leasing payments received m 2017 amounted to 163,758 million tenge, of which 56% falls on
Astana, 41% on Akmola region.

Tahle 7. The muin indicators of financial leasing at the end of 2007

%% lmancial keasmg rale The cost of contracts, 10 thousaod lenge Cuanisly, i umls
befiore 102 TET2URN 1271
up 1095 b 14% 23739913 TR
aver 14% 132435150 20532

Spurce: compibed by authors acconding toe Commuttes of Stanstss of the Mimsiry of Nabonal Economy, hitpshweos stal kz

One of the factors affecting the development of the leasing market is investment in fixed assets. In the dynamics
of 200572017 growth of investments in fixed assets amounted to 72.3%, with an annual increase equal to 6%.
Applying a technical analysis of forecasting based on a linear trend line, described above, the predictive values of
the indicator were calculated. By constructing a scatterplot and trend lines with an approcimation confidence
factor of R2 = (.98, we obtaim the forecast until 2022 (Figure 4) (EBRD 2018).
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The average annual increase in investments in fixed assets over the period 2005-2022 will be 28.2%, n physical

terms 10,625, 700 million tenge.

Another fundamental factor influencing leasing demand 15 the degree of depreciation of assets of enterprises

(Figure ).
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In the Republic, the degree of wear at the end of 2016 was 39.7% versus 38.7% a year carlier. The coefficient of
liquidation of fixed assets at the same time amounted to only 1.4%, which speaks of asset upgrades and write-offs.
Also, according to the Statistics Committee of the MNE RK, the total value of financial leasing contracts for 2017
increased by 34% compared with the previous year and amounted to 224 billion tenge (Doing business 2015).

Thus, in the development trend of leasing financing growth is noted, leasing assets becomes an effective way to
update the production capacity of enterprises, due to the decline in the share of credit or equity (Dzhaksybekova
2016).

Conclusions

In addition to traditional methods of attracting funding, there are also modern methods. A stnking example is the
crowdfunding system of attracting investment (from the English. “Crowd™ - group, “funding” - financing), that is,
funding from a large number of people.

In Kazakhstan, this type of financing appeared in 2013, however, active work began recently. Submitted by the
crowdfunding platforms, provide services to attract funding for the implementation of business ideas from around
the world.

In conclusion, we would like to note that the considered sources of external financing are not the only ones, there
are many other ways of financing, including various combinations and options for the implementation of
investment projects. The country’s economic growth 1s directly dependent on the development of SMEs and on a
favorable investment climate. “The development of small and medium business is the main tool of industnal and
social modernization of Kazakhstan in the twenty-first century™.
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