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Economic-geographical approach for developing small and medium businesses in
central Kazakhstan

This article defines the specific tasks for the development of small and medium businesses (SMB) in theSpe=
cific conditions of Central Kazakhstan and projectedthe priority development of the cities of two levelstThese
cities can become Karaganda, Temirtau, Zhezkazgan, Satpayev, Balkhash.Enhancing the role of $mall and
medium businesses (SMB) in Central Kazakhstan requires the study of world experience and search,of the
most suitable economic-geographical approaches to solving the problems of development and the territerial
organization of the considered sector of the economy. In this regard, the authors consider thatth€¥proposed
economic-geographical approaches to socio-economic development of the region in conjunetion withy eco-
nomic and geographic conditions will bring SMB on the trajectory of substantiated development, Wwhich
meets the standards of medium and highly developed countries.Conducted workconfirmsftheelevanee of the
research results of the economic potential of Central Kazakhstan’s to develop the'€ondept of small and,medi-
um businesses development, since the spatial organization of the territory turns into a'major factor of social
and economic development.
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Enhancing the role of small and medium businesses (SMB))in Central Kazakhstan requires the study of
world experience and search of the most suitable economiesgeographical approaches to solving the problems
of development and the territorial organization of the considered sector of the economy. Prepare the new
General Scheme of the spatial organization of the 4erritory of the Republic of Kazakhstan caused by imple-
mentation of the Strategy of industrial-innovativeydevelepment and the gradual transition to the Strategy of
industrial-innovative development, the majot part ‘of which should be theentrepreneurial activities — the
sphere of small and medium- businesses.

This means that the economic policyjof the state is focused on a better, more efficient use of available
economic capacity, including resear¢h, and preduction and innovative potential of cities, towns and villages,
as well as the transition to high technglogies and environmental management.

For this reason, the main_goaliefithe development of small and medium businesses can be formulated as
the creation of socio-economic, infrasfructural, legal and other conditions and prerequisites, which will con-
tribute to enhance the role of Small and medium businesses in the spatial organization of the investigated
regionterritory. This approach ifiwolves the specification of functions of the state, society and business in the
development of smallland medium businesses, taking into account economic and geographical conditions of
each settlementsgprimarilysiirban settlements [1].

For the dévelopment of small and medium businesses in Central Kazakhstan we identified the following
tasks: 1) raising the level of population concentration and population size of cities to a level that does not
cause a threatfofytheir degradation; 2) approximation of the structure of employment in small and medium
businesses fo the parameters, that are characteristic of the post-industrial countries, depending on the popula-
tion of the city; 3) accelerated development of transport, engineering, market, innovation infrastructure for
enhancing domestic and foreign investors; 4)the formation of systems of populated areas and types of settle-
mentyof Central Kazakhstanpopulation, which meets the economic-geographical, geopolitical, regional posi-
tion, with the aim of deepening intra-regional, national and international territorial division of labor.

Based on the spatial organization of the territory and the population resettlement of the Republic of Ka-
zakhstan until 2030, developed by the Institute of Economic Researches in the specific economic-
geographical conditions of Central Kazakhstan envisages priority development of cities of two levels:

1) two or three major cities-leaders nationwide level, and in the future — the Central Asian level (po-
tential city can become Karaganda), which will become the most important nodes in the Eurasian system of
commodity, financial, technological and cultural exchanges; City leaders must become the centers of growth
poles, integrated into global, regional and national markets, and to act as a «locomotive» for all other regions
of the country;
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2) supporting cities ofnational and regional levels, concentratingin itself an economic activity in their
regions and act as a catalyst of formation of competitive regional clusters and ensuring the integration of the
regions in the national and foreign markets. These may be the cities of Temirtau, Zhezkazgan, Satpayev,
Balkhash [2].

Integrated territorial development envisaged in terms of existing territorial-economic systems: 1) eco-
nomic macro-regions, including two or more regions of the country depending on geographical situation,
economic specialization and level of cooperation, community of transport systems; 2) regions, within the
same region or city of republican value and 3)subregions, within one or more areas [1].

Formed in the present strategic axes of development and economic macro-regions (regions, subregions)
will be the basis of the system of population settlement and will form appropriate settlement macro-zones
(North, South, Central) and systems of populated areas (macro-regional, regional and subregional).

In conditions ofmarket economy, the challenge is not to eliminate inter-regional imbalances, but to ¢re-
ate conditions for rational territorial organization of economic potential, efficient use of natural, econdmic
and labor resources, geographical location.

For a long time it was thought, that in place of the concept of uniform developmentfof the tergitory must
come the concept of polarized development, where the «poles of growth» may be the‘'most dynamically de-
veloping cities or regions that are integrated into regional and global markets and aetingjas®«locomotives»
for all other regions of the country. Such development as a method of terriforial @ndésecteraliorganization of
national economy, based on the principles of domination of industrial development, in"which man becomes
the appendage of production to the detriment of the quality of the environmentgeannot be a doctrine of civi-
lized development of Kazakhstan in conditions of globalization of the world.

In this regard, along with measures to ensure in the whole country the conditions for the growth of eco-
nomic activity, at the central level priority for regulation should be\polycentric development.Polycentric de-
velopment is the basis of the methodology of the spatial organization ofithe territory of the developed coun-
tries — the development of urban agglomerations, urban regions andthe whole territory ofcountries, without
bringing the number of population of agglomerations to étitical mdicators, with a view to ensuring high lev-
els ofquality of lifeof the entire population. Objects ofisuch‘tegulation will not only cities or regions-leaders
within their administrative boundaries, but also part of the territories of adjacent to them administrative-
territorial units, interconnected by common comamodity, financial, technological flows. All efforts of the re-
gional authorities will be concentrated on the elabotation, of development strategies (competitive strategies)
of their regions and main cities, their incorporation into the overall strategy of positioning the country on the
regional and global markets, specific issues for the development of regional clusters.Regional strategies will
be focused not on the achievement of.competitive advantages in relation to other regions of the country, but
on the implementation of the principlefrom the competition of regions — to cooperate» and through it —
to achieve competitiveness on a regional scale [1].

This primarily concern§ thelissues of regulation of development of small and medium-sized cities. The
main purpose of the regional policy of the state in the long term is to create conditions for the effective use of
all factors of economi¢ growth‘6f regions and the country as a whole, ensuring the integrity of the State and
the unity of its economic space on the basis of rational territorial division of labor, improvement of living
standards and enyironmenital improvements.

Violation“of the reéproductive process and stabilization of the foundations of regional concerns in the
1990s led to"andepression state of the small and medium-sized cities of Kazakhstan, including Central, which
are the importanfielements of a unified territorial system of distribution of productive forces of the Republic.
As a result, sharply decreased the standard of living of the population of 59 small and medium-sized cities,
wherg/live more than 20 % of the urban population of the Republic. Small cities were unprepared for inde-
petident functioning in market conditions.

Siall and medium-sized cities with population less than100 thousand people, having common features,
differ in the development of productive forces, the level of living of the population, scientific-technical po-
tential, the complexity of the challenges facing them, including the development of small and medium busi-
nesses, the role in social and cultural life of the country and the region.In Central Kazakhstan such
citiesareKarazhal, Priozersk, Balkhash, Zhezkazgan, Saran, Satpayev, Shakhtinsk, Karkaralinsk, Abay.In the
analysis and development of a strategy for their further development differences in the territorial structure of
the regions, population settlement system and place in it each city, the volume of the given rights and the
degree of autonomy of city administrations in solving thedifferent socio-economic problems faced by
citiesshould take into accounts.
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The average cities (Balkhash, Zhezkazgan, Saran, Satpayev, Shakhtinsk) with a population of 50 to 100
thousand people, formed in the republic on the basis of the mining industries, ferrous and nonferrous metal-
lurgy, chemical industry. The share of extractive industries and non-ferrous metallurgy in these cities is
about 70 %. The situation is similar in Lisakovsk, arisen on the basis of ferrous metallurgy, in the cities of
Abay, Saran, Shakhtinsk, developing on the basis of the coal industry.

In small cities (city Karkaralinsk and others)with population less than 50 thousand people are devel-
oped, mainly, light and food industry, building materials industry. Among the small cities there are also
those in which the main development was practically one branch of industry, such ascityKarazhal — mining
(iron ore), Abay — the coal industry, and Priozersk has emerged as military town.A minor role in thé\econ-
omy of small and medium-sized cities takes engineering and metalworking.

Urban development, as further elements of the settlement system, allows more precise identification of
their problems and to outline solutions. Accordingly, small and medium-sized cities of the country can be\di-
vided into the following groups: 1) centers of the mining industry; 2) agroindustrial, whichdre administrative
centers of agricultural areas; 3) cities with enterprises of processing profile; 4) transport hubs; S)jecreation cen-
ters; 6) cities located in the zones of ecological disaster; 7) centers of the defense industry ofasepublic [1].

Byproduction and resource potential and itsperspective, many of the small and medium-sized cities that
survived the crisis 90s and being in today's global crisis, cannot independently resolye the negative trends in
employment, incomes, social services, the environment, have no prospects for ghe self-resolution of crisis
situations, on self-survival and development from its own internal resources. They sieedthelpifrom the state,
regional and district authorities. Their crisis state is so obvious that thepsolution totthis'problem has become
one of the most actual problems of national importance.

The main criterion for assigning cities to the number of crisis that requise support from the state, in the
conditions of market economy should be based on the income/leyel of the population. The population of
more than half of these cities has a cash income per employee in the'sectors below the average for the coun-
try. The absence of reliable statistics on all small and medium-sized ¢ities forced to use the system of indica-
tors, including average monthly salary of workers and employees, the unemployment rate, data on migration
of population and others. At the beginning of 2010, the €alaty higher than the average in the republic were
workers and employees of only four cities in the country, With significant production potential. In Central
Kazakhstan such cities are Satpayev, ShakhtinskJa the“other small and medium-sized citiesthis rate was
much lower (see Table).

According to the table, on the basis of selectedcriteria and available information in the number of crisis
cities that require special attention from the \government'in the coming period, it is possible to allocate 19
cities of Kazakhstan, including 3 cities of Centrald@zakhstan (see Table).

Table
The crisis small and medium-sized cities of the Republic of Kazakhstan
No Indicators, Values Cities
1 A significantpopulationdecline lessthan 90 % Yermentay, Derzhavinsk, Saran,
Shchuchinsk, Makinsk, Usharal
2 A strong decrease in the volume of lessthan80 % Yesil, Derzhavinsk, Zharkent, Shu,
commodity products Tekeli, Ushtobe, Saran, Abai

The lowestfincomes (less than 50 % of
the subsistenee minimum)
3 The Jowesbincomes (less than 50 % of | Lessthan 2 thousandtenge | Mamlyutka, Kentau, Taiynsha, Esik,

the Subsistefice minimum) Shu
4" | Low budgefrevenues per inhabitant LessthanSthousandtenge | Stepnogorsk, Talgar, Zharkent, Tekeli,
Shu, Balkhash, Abay, Kentau,
Schuchinsk

Note. Compiled on the basis of source [1].

The crisis state of some small and medium-sized cities, possessing a well-developed industrial and re-
source base, as well as using the advantageous geographical position near major national and regional cen-
ters, is a reflection of the general crisis in the country's economy, which is marked by the global economic
crisis.In process of macroeconomic stabilization, creation of a favorable investment climate and the revival
of business activity, such cities emerge from the crisis and ensure the growth of production and improvement
of living standardson their own, including through the development of real sector of economy — small and
medium businesses.
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For example, problems of cities-centers of the mining industry such as Abay, Shakhtinsk and Saran —
with different profiles of the industry solved by the repayment of arrears and improve the situation in their
town-forming enterprises, transfer of control of production on the main city-forming enterprises of to foreign
companies or financing by the World Bank of Reconstruction and Development, as well as foreign compa-
nies [1].

Economic-geographical approach to the development of small and medium businesses in Central Ka-
zakhstan envisages the possibility of changing the status of the city, its administrative subordinationin pro-
cess of solutions of the problems of the city, increasing its capacity, change management specializations

Under market conditions, it is necessary to weigh the costs with the results of economic activity\ef the
territory, i.e. to improve the quality of life of the population at the expense of the revenue of the territory,
puts small and medium-sized city in a difficult position because economic, social and envirgitmental®prob-
lems they have to solve themselves.

In the materials of the spatial organization of the territory and the population resettlement of the Repub-
lic of Kazakhstan till 2030 in order to determine the type of small and medium-sized citicshand size of
necessaryhelpconductedtheir classificationby the presence of potential opportunities t0 oveteome the eco-
nomic crisis, since its cause in these cities, despite the general patterns, are different [1]:

Low social and labor mobility prevents to improve living and working, conditions, and\in conditions of
natural and climatic discomfort enterprises are only there, where high retarns alloy compensating this dis-
comfort by high wages.This is, for example, Karaganda region. In Kagakhstan the state supports small and
medium-sized cities, nevertheless, outflow of population from such citiesthas“inéreased. The outflow of pop-
ulation from the crisis small and medium-sized cities has increased. Migration population decline have all
small and medium-sized cities of Karaganda region: Saran —,l¢9 thousand people, Shakhtinsk — 3.3 thou-
sand people, Balkhash — 0.5thousand people, Priozersk — 0.1 thousand people, etc.

This factor explains the need to allocate additional financial resources’to support the production in the cri-
sis cities. It is necessary to allocate significant funds for social“support of population, paying unemployment
benefits require additional subsidies to the budgets of small‘andimedium-sized cities for these purposes [1].

For the near future it is necessary to createg€onditions for stabilization and growth of the socio-
economic development of such cities of Central Kazakhstan, as Balkhash, Saran, Abay and others, which
have strategic resources and significant exportgpotentialfer the development ofentreprencurial activity. Rais-
ing the standard of living of the population in‘depressed areas is a priority task for the state and local authori-
ties. Thus, the most important conditionsfof effective state regulation of territorial development should be-
come regional initiative and regional €xeeution, program-target methods, systemic relevance of plans and
programs for their development, takKihg intodaccount all types and methods of state support in this region,
responsibility and control, the widesptead,use of the contractual relationship, etc.

Small and medium-sizedggitieyas part of the territorial structure of the economy of the country should
find a place in the territorial development strategy of the state. The activities envisaged for the support of
small and medium-sizedgeities at/the expense of additional financial resources allow removing the socio-
economic tensions in them only for some time, but they will not solve the main problem of their economic
activation, of entregpreneurial activity development. The latter are largely determined by the competitiveness
of branches ofgproduction of small and medium-sized cities in the system of regional relations with the
neighboring regions.

The priority ofgfurther improvement of settlement system will be the transition from extensive to an in-
tensive stage of the urbanization process. The basis of a system of settlement will be urban agglomerations
around growthepoles, t. i.city-leaders and supporting cities and gravitate towards them settlements that form
the arfea of highly organized urban environment of life.Formed territorial organization of economic potential
and population resettlement will set the parameters for further improvement of administrative-territorial or-
ganizapion of the country and territorial development planning, including the development of small and me-
dium-sized cities, and thus the small and medium businesses.

The priority of centralized regulation in the medium term will also be solving the most acute problems
in disadvantaged economic and environmental areas, compensating for regional policy. To achieve these key
tasks it is necessary to concretize functions of the state and business. In this, function of the state consists in
realization of problems which unaffordable to society, as well as small and medium businesses [3].

Prerogative of the state should be the creation of economic conditions for development of small and
medium-sized businesses. These include:
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1) concretization of functions of the state, society and business in SMB development, taking into ac-
count the economic and geographical conditions of each of the urban settlements of Central Kazakhstan;

2) the development of all types of industrial infrastructure, nationalization of uncompetitive production
facilities, which are compulsory elements in the spatial organization of the territory (for example, the fuel
and energy complex);

3) financial support of city-forming and budget forming enterprises;

4) elimination of the deformed structure of the economy;

5) raising the level of population concentration and population size of cities to levels that do not cause
the threat of their degradation.

Thus, to eliminate the existing imbalances and discrepancies at the level of Central Kazakhstan, the fol-
lowing tasks must be solved:

1) the approach of the employment structure in the sphere of small and medium businessfto options-that
are specific to post-industrial and middle-income countries, depending on the population ofithe city;

2) the rapid development of transport, engineering, market, innovation infrastructure to‘eéahance domes-
tic and foreign investors;

3) formation of systems of settlements and types of population settlement in the,fegion that' meet eco-
nomic and geographical, geopolitical and regional situation, to deepen intra-regional, republican, internation-
al territorial division of labor.

However, the function of the state consists in the construction of a concessional loan meehanism, taxa-
tion, various preferences and creating a single consolidated legislative, basis of taday's activity of Kazakh
small and medium-sized enterprises. The proposed economic-geographieal“@ppreaches of socio-economic
development of the region, combined with economic and geographical conditions will bring the small and
medium businesson the trajectory of reasonable development, which meets the standards of medium- and
highly developed countries of the world.

The aforesaid further confirms the relevance of the researchizesults‘of the economic potential of Central
Kazakhstan’s to develop the Concept of small and medium businessesdevelopment, since the spatial organi-
zation of the territory turns into a major factor of social arid economic development.
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Opraiasik Kazakcranaa marbiH 5K9He 0PTAa OM3HECTI JaMbITYIbIH
IKOHOMHKAJIBIK-Treorpa@usiibIK TIciiaemeci

Maxaadna Opranslk KazakcTaHHBIH crenuduKanblK karaaiiblHga MIarblH koHe opra OmsHectiH (ILIOB)
JaMyblHa apHaJIFaH HAaKThl MiHACTTEP] aHBIKTaJbIN, €Ki JEHIeHNli KaladapIblH AaMy apThIKIIBUIBIKTApPbI
Ooomkannel. OnHpail kanamapra Kaparanner, Temipray, JKeskaszran, CormaeB, bBankam »KaTKbI3bULABL
Optanbik Kasakcrangarst [IIOB-ThIH anaThlH OpHBIH KOTepy YIIIH dJIeMAIK ToKipuOe MeH i3meHicrepai
3epTTEN, KApacThIPBUIBIIT OTHIPFAaH KOHOMHKA CEKTOPBIH ayMaKThIK YHBIMAACTHIPYABIH JKOHE JaMyJIbIH
SKOHOMHKAJIBIK-TeOTpadMsUIBIK OachIMABI TociimeMenepin i3xeyni kaxker ereni. OcblFraH opail aBTopiap
3epTTeN OTBIPFaH aMMAaKThIH OJIEYMETTIK SKOHOMMKAJIBIK JaMybIMEH YINTACATBIH SKOHOMHUKAJbBIK-
reorpadusIbIK Kargadmapasl eckeperiH, IIIOB-HBIH onempaeri opra oHe aca JaMbFaH eJIICPHIH
CTaHJAPThIHA COHKEC KENETIH HETI3AeNIeH TPACKTOPUSFa MLIBIFATHIH SKOHOMUKAJBIK-T€0rpadusIbIK
Tocinmemenep ycbiHanbl. JKyprizinren sxymbictap Opranblk KazakCTaHHBIH SKOHOMHKAIBIK SJICyeTiHIH
JaMybIHA YKOHOMHKAJIBIK 3€PTTEYJIepAiH HOTIDKENIEPIHIH aiMaKTa MIaFbIH JKOHE OpTa OM3HECTI AaMBITY/IBIH
KaXCTTITIrH pacraiigpl, ce6ebdi ayMakThlH KEHICTIKTeri YHBIMAACTBIPBUTYBI SJCYMETTiK-DKOHOMUKAIBIK
JaMybIHa MaHbI3IbI (haKTOpFa aifHaIabL.
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IKOHOMMKO-TeorpaguuecKni MOAX0 K Pa3BUTHIO MAJIOT0 U CPpeHero Ou3Heca
B llenTpainsnom Ka3zaxcrane

B crarbe onpezneneHbl KOHKpETHBIE 3aa4u UL Pa3BUTHS Manoro u cpennero omsneca (MCB) B creruguae-
ckux ycnoBusax IlentpansHoro KaszaxcraHa M CIPOTHO3MPOBAHO NPHOPUTETHOE Pa3BUTHE TOPOJOB JBYX
ypoBHeil. Takumu roponamu moryt crate Kaparanna, Temupray, XKeskasran, Carnaes, banxam. ITosimre-
uue ponu MCbB B Llentpansanom Kazaxcrane TpeGyeT n3ydeHHss MUPOBOTO OIBITA U MOMCKA HauboJiee mpu-
eMJIEMBIX SKOHOMHKO-Te0rpauuecKuX MOAX00B B PELICHUH MPOOJIEM Pa3sBUTHS U TEPPUTOPHAIIBHOI opra-
HU3aLUH PAcCMaTPUBAEMOT0 CEKTOpa SKOHOMHUKH. B CBSI3M ¢ 3TUM aBTOPHI CUMTAIOT, YTO IIPEUIaraeMbIe 9KO-
HOMHKO-Teorpaduieckne ImoIxo sl COINATbHO-I)KOHOMUYECKOTO Pa3BUTHS PETHOHA B COYCTAHUH C I
MHKO-TeorpadMIecKIMH YCIOBHSIMH M03BOJIT BeiBecTH MCB Ha TpaekTopHuio 000CHOBaHHOTO pa3B
OTBETCTBYIOIIETO CTAHAAPTaM CpeHEe- U BEICOKOPA3BUTHIX CTpaH Mupa. [IpoBenenHas pabora mox
BOCTPEOOBAaHHOCTh PE3YJIBTATOB HCCIEJOBAaHHS 3KOHOMHYECKOro noreHumana llentpanshHoro Ka:
JUTsl pa3paboOTKKH SKOHOMHKO-reorpaduieckux MoaX0J0B K Pa3BUTHIO Majoro M CPeJHEro On3Heca

TaK KakK MPOCTPAHCTBEHHAs OPraHH3alMs TEPPUTOPHU IPEBPAIIACTCS B BaXKHEHIIHHA (akTo, ﬂ b

OKOHOMHYECKOI'O pa3BUTHS.
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