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The governmental support of the light industry
in modern integration condition

Light industry is associated with many related industries and serves the entire national economic complex.
The main feature of the light industry is a fairly quick return of funds invested in production and a_quick
change in the range of products that are produced, with «minimal» costs. Light industry as a branch of the
economy is directly involved in the formation of state budgets. It combines a large number of-industries,
among the main ones are clothing, footwear, textile, leather, and fur. The largest share in the structure of light
industry is occupied by the products of the clothing and textile industries. The support of small and medium
businesses by the state remains an important and necessary tool that directly affects the growth/of the econo-
my and the welfare of the population. Foreign experience shows that the development of the light industry
sector involves active government support, expressed in preferential taxation, attracting investment,
stimulating the export of finished products, etc. This paper presents the author's presentation on global trends
in the development of markets and light industry enterprises. Moreover, the individual trends of the global
textile market at the present stage has been analyzed. The world experience of state support of light industry
is summarized.

Keywords: globalization, integration, light industry, government support, world experience, sewing and tex-
tile industry.

In the context of globalization and integration of the world economy, light industry (especially
in developing countries) plays a significant role in ensuring:

1) economic and strategic security of accelerated capitalization of the national economy (due to the high
degree of capital turnover);

2) relieving social tensions (due to high rates of urbanization, employment and higher living standards
for the poorest segments of the population).

Production of textiles and clothing.is an important source of income and employment in many
countries, including developing ones. The industry is characterized by constant growth due to the growth
of the Earth’s population and an increase in its well-being. Light industry is a part of the world's leading
industries. It accounts for 5.7 % of world industrial production, more than 14 % of those are employed. Thus,
over the past 15 years, consumption of fabrics and clothing has increased in the EU countries by 90.5 %,
in the USA — by 99.3 %, and in Japan — by 220 %.

Therefore, the governments of many countries are implementing special government programs to en-
sure:

— free development of small and medium enterprises in the textile and light industry, international and
domestic trade in‘consumer goods;

— public private partnership in the field of large business;

— formation of a developed infrastructure of sectoral development, primarily in a cluster format.

The development of light industry in most countries is associated with active government intervention.
The developed programs include direct government support for the industry, preferential tax policies, cus-
toms regulation, support for enterprises operating for export, creation and improvement of the production
infrastructure, promotion of technological modernization, creation of an integrated industry chain with a
closed production cycle from the receipt of raw materials to the production and sale of finished products.

In developing countries (China, Turkey, India and others), light industry is declared as a priority for the
development of the national economy.

The main global manufacturers of light industry products are developing countries such as China, Tur-
key and India.

China accounts for 40 % of world cotton production, 64 % of threads, 41 % of fabrics and 50 % of
clothes [1].

In China, Turkey and India, governmental programs have been developed to support light industries, in-
cluding measures of state support for manufacturers [2]:
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1) Direct state support of enterprises-exporters. In Turkey, exporters are granted targeted concessional
loans, a full or partial refund of taxes included in the cost of export products, partial reimbursement of ex-
penses for scientific research (research) to improve the quality of export products, insurance of export opera-
tions, and so on;

2) The creation of business infrastructure. In this respect, Chinese provinces and cities specialize in the
production of certain types of products (fabrics, knitwear, hosiery, women's clothing, etc.). To support and
improve the competitiveness of products, create an innovative basis for the development of the industry, pro-
vincial authorities are promoting the formation of business infrastructure in their territories — technology
parks, including quality control centers, service, training, information, logistics centers and computer-aided
design centers, research institutes for the study of tissue properties;

3) Tax and customs regulation. For example, in China, manufacturers of products of light industry are
given a preferential tax regime [1]. In Turkey, imported equipment for the industry is not.subject to duties
and VAT. In the special economic zone «Ontustik» in the Republic of Kazakhstan, it is proposed
to completely exempt from the corporate income tax the organization of the textile and clothing industries as
part of investment projects to create new industries [3];

4) Upgrading equipment and technology. India has a Technology Update Program for the textile and
jute industries. A feature of the scheme is a 5 percent compensation of the credit institution that issued funds
to companies for technology upgrades. Interest on the purchase of machines made at a.low technological
level is not reimbursed. Concession loans for upgrading equipment and technology are highlighted.

Government support for the industry has allowed developing countries to:

— occupy leading positions in the global export of light industry products. The leading global textile
manufacturers are China (10 % of world textile exports), Hong Kong, Germany and Italy (8 % each); sewing
products — China (17 %), Hong Kong (12 %), Italy (7 %), Turkey, Mexico, USA and Germany (7 % each);

— update the main equipment in a short time. Over the past 10 years, China and Turkey have completely
updated the existing fleet of weaving machines, in Russia the rate of renewal was 1.5 %;

— improve the quality of products.

The rapid development of light industry in developing countries with significant government support
influenced the redistribution of the productive fotces of the industry. The production center shifted from
Western Europe and the United States to countries.with.lower labor costs: Southeast and Central Asia, South
America. The production of highly developed countries focused on the production of technically complex
and special textiles (including the latest’developments in this area — smart textiles), dyeing and final
finishing of fabrics produced in other countries, and the production of high-end fashionable products.

Among other trends in the development of the global light industry:

— the increase and expansion of the use of chemical fibers and threads in consumer goods, primarily
synthetic polyester fibers. Currently; the share of consumer goods using chemical fibers in the world is 60 %
of total consumption. According to.forecasts, by 2020 it will increase to 80 %;

— increasing the role-and share of knitwear and nonwovens;

— the transition from narrow weaving to wide one (up to 2—3 meters) and the constant increase of this
trend;

— universalization of textile factories by product, which allows them to successfully adapt to the trends
of demand and fashion;

— blurring the boundaries between production and type of fibers (cotton, silk, linen, wool);

—creation of state-of-the-art fabrics and knitted fabrics with predetermined properties due to the use of
fibers of small linear density;

— downsizing of enterprises and the predominance in the production structure of small enterprises with
up t0:300 people capable of quickly responding to market demands;

—unification of industry enterprises into holdings with a closed production cycle, associations and
unions that develop uniform approaches in solving industry problems;

— orientation of the clothing industry to the tastes and needs of specific segments of the population, age
of consumers, climatic conditions, etc.;

— development of providing industries producing high-quality dyes, textile auxiliaries and technological
equipment.

Light industry in Kazakhstan has a small share in the manufacturing industry — no more than 1.2 %.
The industry carries out both the primary processing of raw materials and the production of finished
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products. This is a complex industry that includes more than 20 sub-sectors, which can be grouped into three
main groups: textile; sewing; leather, fur, shoe. The largest share in the structure of light industry is
the production of clothing and textile subsectors.

The number of operating enterprises of light industry as of July 1, 2017 was 933, the main share (58 %
or 538 enterprises) of which sewing enterprises occupy, since creating and organizing the production of
clothing requires less investment than creating textile and leather and footwear industries.

31 % or 289 enterprises are occupied by enterprises for the production of textiles and 11 % or
106 enterprises by the production of leather and related products. A rather large number of small enterprises
operate in the light industry — 95 % or 872 of the total number of enterprises. 99.66 % of the total amount
of ownership are private enterprises. Half of the large enterprises of light industry are located in the South
Kazakhstan region. This is primarily due to the proximity of raw materials markets and the availability
of labor resources. In 2017, in the regional context, the main producers of light industry were the following
enterprises:

1) South Kazakhstan region — 35 %, where the main enterprises of the region can be singled
out: «Melanzh» JSC, «Uteks» JSC, «Azala Textile» LLP, «Zhanatalap-MT» LLP, «Khlopkoprom-
Cellulose» LLP, «Bal Tekstil LLP»;

2) Almaty — 14 % with the main enterprises — «Kazlegprom-Almaty» LLP, «KazSPO-N» LLP,
«Kazakhstan Texti-Line» PKF — «Mimioriki»;

3) Almaty region — 12 % — «Mediateks-N» LLP, «Glasman» LLP, «Universal» LLP.

At the end of 2017, the domestic market for consumption of light industry products amounted to
$1.5 billion, of which domestic production accounted for 7.6 %, for imported products 92.4 %.

One of the reasons for the predominance of imports over exports is that exports are mainly represented
by low-value commodities, while imports mainly consist of finished products with high added value. Signifi-
cant volumes of imports of light industry products create competition for domestic goods. Nevertheless,
positive changes are observed in the industry.

Created by the Union of Producers of Light Industry of the Republic of Kazakhstan, in order to increase
the share of Kazakhstani content in the production of military uniforms and other workwear, they merged
into the Consortium of Raw Materials Enterprises and Manufacturers of Finished Products of Light Industry.

A program designed for five years has also.been developed, by the end of which it is planned to reach
100 % of the Kazakhstan content in raw materials. The consortium made a commitment within five years to
provide all military units with uniforms.

If earlier in Kazakhstan, in the performance of the state defense order, domestic raw materials were al-
most never used in production, then this year military uniforms consist of Kazakhstani raw materials by
30 %.

Kazakhstan has illustrative examples of doing business, which include Kazakhstan Textile line with
a children's clothing brand «Mimioriki», «Kaz SPO-N» — which dresses foreign athletes, ZIBROO sports
suits are exported to the EEU and EU countries, and «Semiramide» — produces top clothes with the brand
«SMD», «Glasman» ~— opened a number of boutiques in the Republic of Kazakhstan and supplies
its products to selected countries of the EAEU and the CIS (men's suits and school uniforms), etc.

Kazakhstan‘designers'Aida Kaumenova, Aigul Kasymova, Kamila Kurbani and others also do not stand
aside, developing the domestic light industry.

Successful companies are: «kKAZALA Textile» LLP, which currently manufactures textiles, and the Ball
Textile factory, which produces carpets, began to cooperate with the world-renowned IKEA company.

It is necessary to overcome the following major problems faced by the light industry of Kazakhstan.
This_ is the lack of qualified personnel that meet modern requirements, not only workers, seamstresses,
tailors, but also technical workers of the highest and middle level; tax burden — the need to declare the raw
materials imported for the production of invoices, paying customs duties, as well as VAT, customs fees; not
enough deep processing and lack of quality raw materials.

According to statistics, about 90 % of raw materials (in the form of raw cotton, raw leather, unwashed
wool) are exported abroad. The clothing industry has to use imported fabrics, yarn, threads, and accessories,
which are practically not produced in Kazakhstan. Consequently, a high cost of products is formed and,
accordingly, their inability to compete in price with imported products.

It is worth noting that the state provides support to domestic enterprises in the industry. Thus,
the Ministry of Investment and Development approved the Comprehensive Plan for the Development of
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Light Industry for 2015-2019 [4]. The main goal of the Comprehensive Plan is to increase the competitive-
ness of products of light industry with an increase in its social efficiency.

Among the main areas of work for the development of light industry in Kazakhstan, the plan provides
for the following activities:

— implementation of systematic measures of economic policy, including in the field of public procure-
ment and increasing the share of local content;

— modernization of light industry production;

— providing industry with qualified human resources;

— the development of science and innovation;

— measures of post-crisis recovery and financial recovery of enterprises in the industry.

In addition, there are other business support tools, including for enterprises of light industry —
the Program «Roadmap for the development of light industry for 2017-2021», «Business Road Map 2020,
«Productivity 2020», «Export 2020» [5-7].

One of the main directions of the document should be the development of the domestic raw material
base. The Union of Producers of Light Industry of Kazakhstan, together with the consortium «Zhasampaz,
which initiated the roadmap, are planning to launch production of natural cotton, wool and blended fabrics,
as well as knitwear and leather by 2021. Moreover, it is expected to hold the technological modernization of
the sector, which means that the opening of new, expansion of old, and the resuscitation of the country's idle
plants in the conditions of self-financing and public-private partnerships:

Another program operator is NPP «Atameken». The first contract between «PIK Astana Yutariya» Itd
and the turkish company «Guzelche Makina» was signed at the site of the Chamber of Entepreneurs, which
in the near future undertakes to install high-tech sewing equipment at the factory of the Kazakh company,
introduce new technologies and organize the workflow in accordance with all European Standards. Recruit-
ment and training of specialists, including people with disabilities, will be carried out by the company
«Yutaryiay ltd.

Turkish company plans to bring a factory production capacity of 100000 suits per year by ensuring the
work of 125 thousand people. According to provided data, this will entail an increase in the deduction
of taxes and obligatory payments to the budget of Kazakhstan by 35-40 %. In 2019, according to Ahmet
Guzelche, the general director of «Guzelche™Makiny; the factory will enter the markets of Russia
and Europe. This project is more social than commertcial, its cost was 500 million tenge, and it opens up new
prospects for the domestic light industry.

The factory will be designed by a textile design engineer, who today sews collections of Hugo Boss,
Zara, Roy Robson, Carl Gross, Massimo Dutti, Sesi Ibroshka. According to him, this is 12th factory that is
going to be designed by him.

China is showing great-interest in the Kazakhstan market, which today is more a raw material
appendage for Kazakhstan. Chinese light industry is considered one of the leaders in the world market,
producing 40 % of cotton;. 64 % of threads, 41 % of fabrics and 50 % of clothing of all world production.
According to the Kazakhstan-China Association for the Promotion of Trade, at the end of 2016, China’s
investment in Kazakhstan ‘exceeded $ 36 billion, the value of contracts for contract work reached
$ 22.8 billion, and the size of transactions exceeded 17 billion.

In the framework of the program The Belt and Road Initiative (BRI), also known as the One Belt One
Road (OBOR) or the Silk Road Economic Belt and the 21st-century Maritime Silk Road, increasing number
of Chinese manufacturers of light industry are entering the market of Kazakhstan, while Kazakhstani manu-
facturers, on the contrary, are entering Chinese.

A consulting center for trade and investment, a law and policy center, a legal support center, and
a department for building relations with the authorities and the government have been established under the
Kazakhstan-China Association for the promotion of trade. All this service is provided for Kazakhstani en-
terprises in China, which is ready to assist Kazakhstani enterprises in any matters related to China.

At the end of 2017, the domestic market for consumption of light industry products amounted
to 1.6 billion dollars, of which only 7.3 % accounted for domestic production, 92.7 % for imported products.
In January-June 2018, there was a gradual decrease in imports, it amounted to 441.2 million dollars, and
exports — 149.2 million dollars.

One reason for the prevalence of imports over exports is that exports are mainly represented
in commodities with low value, while — imports mainly of finished products with high added value. Significant
volumes of imports of light industry products create competition for domestic goods. Nevertheless, positive
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changes are observed in the industry, and the development of high value-added production is one of the most
important tasks of the new «road map».

Kazakhstani prospects depend largely on the degree of its successful integration into the world econo-
my. At the same time, the country faces the task not to integrate into the world economy at any price, but to
take a place in it that is adequate to its economic potential. To resolve this problem, first of all, one needs to
be known what resources our country has today for full-fledged integration, and what needs to be done in
order to use these resources and, if possible, to increase the existing economic potential. The purpose of the
«road map» is to prepare proposals for the development of light industry in Kazakhstan, which will promote
the development of domestic production and the discovery of new competitive enterprises able to penetrate
foreign markets.

The roadmap program is divided into two phases. In the first one, from 2017 to 2018, it was necessary
to increase the proportion of Kazakhstani content in some types of products to 40%, develop two
non-governmental standards, create an additional 861 jobs, and implement six investment projects for the
construction and support of textile factories fabrics, suits, yarn, men's shirts, as well as a garment factory.

At the second stage, it is assumed that the share of light industry in GDP will be more than 1 %,
the share of Kazakhstani content in some types of products will be increased to 60 %, the number of jobs will
increase to a thousand, Kazakhstani schoolchildren will be provided with a form of domestic producers
by 80 %, and annual tax Revenues to the national budget from domesti¢c manufacturers of light industry
products will increase by 30 %.

The «roadmap» also addresses the issue of training for the industry, whereit.is noted that it is necessary
to restore the tradition of targeted training from enterprises. It is necessary to.tackle issues of providing light
industry with workers, as is done today in many leading countries; at the university base together with the
business. Small businesses need a multidisciplinary, versatile specialist; not only with the specific knowledge
of their industry, specialist must also be a marketer, an economist, and know foreign languages. Such
a model of a graduate could be prepared by Kazakhstani universities for enterprises of light industry, espe-
cially when the state education standard today allows to independently set an educational trajectory.

If we take the experience of Italy 50 years agossurvived, thanks to the development of light industry
after crisis. Moreover, Italians were given the task<of raising the image and economy of the country through
design, to develop and promote the brand «Made.in Italy»: Therefore, the next aim of Kazakhstan is to make
the brand «Made in KZ» demanded in the world in next 10—15 years.

Total implementation of «the Roadmap for the development of light industry for the years 2017-2021»
through its own 21.451 billion tenge of investments are provided. But the amount of funding will be revised
when new investment projects appear.

Kazakhstan has all the prerequisites for the development of light industry — government support, basic
production, and human resources. However, our entrepreneurs are not interested in working in this sector
(to grow cotton, make leather and furs, model and sew clothes and shoes), since there is no one-time profit
here, for example, in trade and services.

Today, the production capacity of textile production has been modernized and has the ability to produce
high quality textile products. Kazakhstan's textile products comply with the necessary requirements
of generally accepted. international standards and regulations, which makes it possible to trade in foreign
markets.

Thusy taking into account the historical and current dynamics of the development of light industry,
existing and planned measures of state support for the industry, existing integration (EAEU, WTO), as well
as increased innovation activity of enterprises, we can expect an increase in the competitiveness of products
and development of the industry as a whole.
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Kasipri 3amanfpl MHTEerpanus KarIaibIHAA JKeHIT
OHEPKICIN KICIMOPBIHAAPBIH MEMJIEKETTIK KOJ1ay

JXKenin eHepkocin cajanapbl KONTEreH calajapMeH OailflaHbICTBI KOHE OYKI YITTBIK SKOHOMUKAJIBIK
KelleHre Kpi3MeT ereni. JKeHin eHepkacinTiH 0acThl epeKmieriri — ©HAIPICKe CalbIHFaH KapaXaTThIH oTe
JKBUIIAM KaHTapbUIybl )KOHE «EH TOMEHTI» HIBIFBIHIApMEH OHIIPLIETIH OHIM TYPJICpiHIH XKBUIIaM e3repyi.
JKeHin eHepKacin SKOHOMHKA Calachl PETiHAe MEMIIEKETTIK OFO/DKETTI KalbINTaCThIpyFa TiKesei KaTbICa/ibl.
On kuiM, asK KHiM, TOKbIMa, OBUTFApbl JKOHE JKYMBIPTKA CEKiIAI HETi3ri caianap apachiHia KeNTereH
camanapapl Oipikripeni. JKeHin eHepKacinm KypbUIBIMBIHIA KHIM JKOHE TOKbIMa ©HEPKAaCiOlHiH eHimuiepi
Gaceim. I1larbiH XOHE OpTa OM3HECTI MEMJIEKETTIK KOJIJay SKOHOMUKAHBIH JKOHE XaJIBIKThIH dJ1-ayKaThIHBIH
ecyiHe TiKelell ocep eTeTiH MaHBI3/BI JKOHE KaKeTTi Kypayn Ooimbim Kama Oepeni. Illerenmumik Toxipube
KOPCETKEH/ICH, JKCHIN OHEPKAICIIl CalachlHbIH JaMybl XEHUIICTIINeH CalblK Calyna, WHBECTHLHUSIAPIbI
TapTynaa, JalblH OHIMIEPIIH SKCIIOPTHIH BIHTATAHIBIpYAa OelICeHII MEMIIEKSTTiK KOJIayasl XkoHe T.O.
KaMTHABL. Byl Makanajga HapblKTap MEH KCHIUI OHEpPKACIN KICIHOPBIHIAPBIHBIH JAaMYBIHIarbl jKahaHIbIK
YpAicTep Typajibl aBTOPJBIK Ke3Kapactap kenripinreH. Kasipri ke3emmeri oaeMaik TOKbIMA HapbIFBIHBIH
JKekenereH ypaicrepi tanganran. COHBIMEH KaTap JKCHIT OHEPKSCINMTI MEMJICKETTIK KOJAAyIbIH SJIeMIiK
TaKipubeci OastHaaNFaH.

Kinm ce30ep: xahannaHy, MHTErpauus, KeHIT @HEPKACill; MEMJICKETTIK KOJAay, SJIeMIiK TaKipuOe, TiriH
JKOHE TOKBIMA OHEPKACiOi.

I'.C. Yky6acoBa, A.H. TokcanoBa, A:X. ['anueBa, A.b. AMupOekoBa

I'ocynapcrBeHHasi HOAAEPKKA NPEeINPUATHH JerKO
NPOMBINLJICHHOCTH B YCJOBUSIX COBPEMEHHON HHTErpanuu

Jlerxast MPOMBIIIEHHOCTh CBA3aHA CO MHOIMMH CMEKHBIMU OTPACIIAMH U 0OCITy)KHBAeT BECh HAPOJHOXO035H-
CTBEHHBI! KOMITIEKC. [ TaBHON OCOOEHHOCTBHIO JIETKOH MPOMBIIIIEHHOCTH SBJISETCS JOBOJIBHO OBICTPEIN BO3-
BpaT CPEJCTB, BIOKEHHBIX B-IIPOM3BOJICTBO, U OBICTPOE M3MEHEHHE aCCOPTUMEHTA IIPOAYKINH, KOTOpast BEI-
IIyCKaeTCsl C «MUHUMAIIbHBIMUY 3aTpaTaMy. Jlerkas MpOMBIIIIEHHOCTh KaK OTpacib SKOHOMUKU IIPUHUMAET
HETIOCPE/ICTBEHHOE ydacTue B ()OPMUPOBAHHUY TOCYAAPCTBEHHEIX OI0keToB. OHa 00BeqUHIET OOIIBIIOE KO-
JIMYECTBO OTPACHEH, CPel OCHOBHBIX MOXHO BBIJIETNTD, TAKHE KaK IIBEeHHas, 00yBHAasI, TEKCTHIIbHAs, KOXKe-
BeHHas1, MeXoBast. Hanbopmmii yaenbHbIi BeC B CTPYKTYpE JIETKOH MPOMBIIIICHHOCTH 3aHUMAET MPOIYKIHS
MIBEHHON M TEKCTUNBHON oTpacnu. [lognepikka Manoro u cpefHero 6uzHeca co CTOPOHBI TOCYAAPCTBA OCTa-
eTcsl BAXKHBIM U HEOOXOJUMBIM MHCTPYMEHTOM, KOTOPBIH HAMPSAMYIO BIMSET Ha POCT 3KOHOMHUKH U Onaro-
COCTOSIHUE HACEJICHHUs. 3apyOeKHBIH ONBIT ITOKA3bIBAET, YTO PA3BUTUE OTPACIH JETKOH NPOMBIIIICHHOCTH
MIPEANOIaraeT akTUBHYIO T'OCYAApCTBEHHYIO MOIJECP)KKY, BBIPRKCHHYIO B JIBTOTHOM HaJIOTOOOJIOKEHUH,
TIPUBJICYSHUH HHBECTULUH, CTUMYJIMPOBAHUN SKCIIOPTA TOTOBOH NMPOAYKIMK | Ap. B nanuoii paborte m3mo-
JKEHBI aBTOPCKHE IIPECTaBICHUS 110 BOIIPOCaM MHPOBBIX TCHACHIMHA Pa3BUTUS PBIHKOB U IPEIIPUATUI JIer-
KOW MpPOMBIIIIEHHOCTH. IIpoaHanu3upoBaHbl OTAENbHBIE TEHICHIMU TI00aTBPHOTO PBHIHKA TEKCTHIS Ha CO-
BpeMeHHOM 3Tarne. O00011eH MUPOBOH OMBIT FOCYAAPCTBEHHON MOAAEPIKKHU JIETKOH MPOMBIIUIEHHOCTH.

Kniouesvie cnoga: rmobanusanusi, MHTErpaiys, Jerkas MPOMBIIITIEHHOCTb, TOCYAApCTBEHHAs MOIIEPIKKa,
MHUPOBOH1 ONBIT, IIBEMHAS U TEKCTUIIbHAS OTPACIIb.
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