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Abstract. This study analyzes the transformation of financing mechanisms for
small and medium-sized enterprises (SMEs) in Kazakhstan’s agricultural sector
and proposes recommendations to improve access to financial resources. SMEs
play a crucial role in agricultural development and food security, yet their growth
is hindered by limited collateral availability and inefficient subsidy systems. The
research identifies systemic problems in the existing financing model, such as the
lack of effective guarantees, subsidy misuse, and insufficient integration of digital
technologies. A comprehensive methodology combining analysis of government
programs, international experience, and statistical and regulatory data underpins
the study. Key findings highlight the need to introduce state guarantees secured
by leased agricultural land to address collateral shortages and develop a digital
lending ecosystem that simplifies access to credit. Additionally, the current subsidy
system requires reform, linking funding to production performance and improving
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transparency through digital platforms. The study also emphasizes the importance
of tailoring financing programs to regional specifics and production potential.
These measures aim to enhance financial discipline among agricultural producers
and increase investment attractiveness in the sector. The research contributes both
theoretically and practically by providing an integrated framework to strengthen
SME financing and foster sustainable agricultural growth in Kazakhstan. The
practical implications include policy recommendations for government agencies and
financial institutions to improve SME support mechanisms, stimulate innovation,
and promote rural entrepreneurship, ultimately contributing to national food security
and economic diversification.
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AHHOTaUMS. Byn 3eprrey KaszakcTaHHBIH ~ aybll HIapyallbUIBIFBIHIAFHI
marelH koHe opra kacimkepinikti (LIOK) kapkpuiaHAbIpy MeXaHM3MIEPiHIH
TpaHcGOpPMaLUSICHIH TalJal, KapKbUIBIK pecypcTapFa KOJKETIMIUTIKTI apTThIpy
OoipiHImIa ycbiHbIMAap o3ipiaeiiai. LIOK aypin mapyalibUIBIFBIHBIH —JaMysbl
MEH a3bIK-TYJIIK KayilCi3/iriHJIe MaHbI3Ibl peJl aTKapajbl, Oipak OJIapJblH ecyi
KeMiJIAIK MYJIKiHIH eTiCTeyIIiiri MeH cyOCHaANs KYHeCiHIH THIMCI3IrT CUSKTHI
MaceneepMeH LeKTeneai. 3epTTey KOMAaHbICTarbl Kap KbUIaHABIPY MOJENIH/CT
Ky#eni mpobiaemManapAbl aHBIKTAWIbl, COHBIH INIIHJE THIMJI KEMUIIIKTepAiH
OonmMayel, cyOcuaMsAnapAblH AYpbIC MNaiiaJaHbUIMaybl —JKOHE  IH(PIBIK
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TEXHOJIOTHSUIAPABIH KETKUIIKCI3 MHTerpanusicel. MemilekeTTik Oarmapiamanap,
XaJbIKapajbIK TOKiprOe, COHaii-aK CTaTUCTUKANBIK )KOHE HOPMATUBTIK IepEeKTepi
KeLIeH1 Taljay oSJicTeMeci 3epTTeyAiH Heri3iH Kypainel. Herisri HoTmkenep
JKaJIFa aJIblHFaH aybUl [apyalbUIBIFBI )KePIIEPiH Kellijl peTiHAe maijanany apKblIbl
MEMJIEKETTIK KeMJAIKTEeP/l eHI13y KaKeTTUIIrH j)KoHEe KPeIUTKEe KOJDKETIMAUTIKTI
KEHUIIETETIH NU(PIBIK HECUENICY IKOKYHUECIH TaMBITy KaXKETTITiH alKbIHIaN b,
ConbIMeH Kartap, Ka3ipri cydocuausuiay sxyiiecin pedopmainay, KapKbUIaHIbIPYIIbI
OHJIIpiC KOpCeTKIITepiMeH OaiIaHBICTIPY KOHE HUQPIBIK IIIaTPOopMaap apKbLIbI
AIIBIKTHIKTBl apTTBIPY MAaHBI3ABI OOJBIN TaObLIaABl. 3epTTeYy KapKbLIaHABIPY
OarmapnaManapblH aliMakThIK €peKIIETIKTep MEH oHAipic ajeyeTiHe Oedimaeynin
MaHBI3ABIIBIFBIH €peKIIe aranm Kepceredi. bynm mapanap aybll MIapyamibUIbIFbI
OHIMIEPIH OHIIPYLIIEPAiH KapKbUIBIK TOPTiOiH JKakKcapTyFa »KOHE CallaHbIH
WHBECTULVSUIBIK TaPTHIMIBUIBIFBIH apTTHIpyFa OarbITTalFaH. 3epTTey TeOPHUsIIBbIK
KoHEe mpakTHKanblK Typrbiga IOK-Tel  KapKbUTaHABIPYABl  HBIFANTHII,
KazakcTannmarsl aybll IIapyallbUIBIFBIHBIH  TYPAKThl JaMyblH KOJAAWTHIH
KelleHai XyheHi ycbiHanupl. [IpakTHKalblK MaHBI3bI — MEMJIEKETTIK OpraHjaap
MeH Kapkbl uHCTUTyTTapbiHa IIIOK-ThI Konmmay MexaHWM3MIEpiH XKeTinaipyre,
WHHOBaLMSIAPABI BIHTAIAHABIPYFa )KOHE aybUT KOCIKEPIiriH JaMbITyFa apHaJFaH
casicaT YCHIHBIMAApBIH Oepy, Oyl ©3 Ke3eriniae YITTHIK a3bIK-TYJIiK Kayincimiri
MEH 2KOHOMHKaHbBIH dpTapanTaHyblHa BIKIAJ ETEi.
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AnHoTtanus. J[aHHOE HCClleOBaHUE aHATU3UPYET TPaHCHOPMAIMIO MEXaHU3MOB
¢unancupoBanus manoro u cpenHero omsHeca (MCB) B cenbCKoM XO3sHCTBE
Kazaxcrana u npeanaraet peKOMEHIAIMH 10 YAYUIICHHIO TOCTYIA K (PHHAHCOBBIM
pecypcam. Manblii ¥ cpenHuii OW3HEC WrpaeT KIIOYEBYIO pOJb B Pa3BHTUH
CEIILCKOTO XO03siicTBa M 00EeCIIeYeHUH MTPOIOBOILCTBEHHON 0€301MacHOCTH, OJHAKO
WX POCT CAEPKUBAETCA OTPAaHHMUYEHHOW JOCTYMHOCTHIO 3aJIOTOBOTO HMYIIECTBA
u HEed(QPEKTHBHOCTBIO CUCTEMBI CYOCHAMPOBAHMSA. B WcCCIeOBaHWH BBISBICHBI
CHCTEMHBIC MpPOOJEMbI CYHIECTBYIONICH MoAeny (QUHAHCHPOBAHMS, BKIIOYAS
oTcyTcTBHE AS(PQPEKTUBHBIX TapaHTHH, 3JO0YNMOTPEONCHUs IPH MPEIOCTABICHUH
cyocuaMid W HEJOCTarOYHyI0  HMHTETpalvi0  HUPPOBBIX  TEXHOJOTHH.
MeTo0IOTHYECKYI0 OCHOBY COCTaBMJI KOMILJIEKCHBIM aHajM3 TOCYAapCTBEHHBIX
IporpaMM,  MEXAYHapOJHOTO  OIBITa, CTATUCTHMYECKUX W  HOPMATHUBHBIX
naHHbIX. OCHOBHBIE PE3YNbTaThl TMOAYEPKHUBAIOT HEOOXOJUMOCTh BHEIPEHUS
TOCYIapCTBEHHBIX TapaHTHi, 00ECIeYeHHbIX ApPEHJIOBAaHHBIMH CeIbX033EMIIIMH,
a Takke co3/laHus HU(POBON IKOCUCTEMBI KPEIUTOBAHMS, YIPOIIAIOMEH TOCTY
K 3aiitmam. Kpome toro, Tpebyercsi peopMUpOBaHKE CUCTEMbI CYOCHANPOBAHHUS C
MPUBSI3KON (DMHAHCHPOBAHMA K MPOU3BOJACTBEHHBIM MOKA3aTeNsIM M MOBBIIICHUEM
npo3pagHocTr  uepe3 mudposbie T1uiarhopmbl. Ocoboe BHHMAaHHE YIEICHO
aJanTayy mporpaMM (PMHAHCUPOBAHHUS K PETHOHAJBHBIM OCOOEHHOCTAM W
IIPOM3BO/ICTBEHHOMY TOTeHIay. [IpuHATEIE Mepbl HalpaBiIeHbl HAa MOBHIIICHNE
(bMHAHCOBOM AMCIUILIMHBI CEbXO3MPOU3BOAUTENEH U YIyUIIeHNE NHBECTUIIMOHHOM
MIpUBJIEKATEILHOCTH OTpaciu. JlaHHOe HCcleoBaHHE BHOCHT TEOPETUYECKUI
YU TpPaKkTHYECKUH BKIAJ, Tpeasaras KOMIUIEKCHBIH MOAX0J K YKPEIUICHUIO
¢unancuposanns MCBb U ycTOMYMBOMY pa3BUTHIO CEIBCKOTO XO34KCTBA B
Kazaxcrane. Ilpaktnyeckass 3HAUMMOCTb BBIPAKACTCS B PEKOMEHAALMAX IS
TOCYIapCTBEHHBIX OPTaHOB M ()MHAHCOBBIX MHCTUTYTOB IO COBEPIIEHCTBOBAHHUIO
MexaHu3MOB nojiepkku MCh, cTUMYnHpOBaHN IO MHHOBAIIMN M Pa3BUTHIO CETECKOTO
MIpeINPUHUMATEIHCTBA, YTO B KOHEUHOM MTOTE CIIOCOOCTBYET MPOAOBOIBCTBEHHOM
0e301macHOCTH U TMBEepCcU(PUKAIINN IKOHOMHUKH.

KiroueBble cjioBa: Maiblii M CpeAHMH OH3HEC, CEJIBbCKOE XO3SHCTBO,
(uHaHCUpOBaHUE, TOCYIAPCTBEHHAS MOAJICPKKA, 3AJI0T 3eMelTh

Introduction. Currently, Kazakhstan is creating favorable conditions for the
further development of entrepreneurship through a combination of financial,
property, and informational support measures. Within the framework of financial
support, the government has introduced and implemented various programs aimed at
fostering mass entrepreneurship and start-up projects, including initiatives based on
public-private partnerships, across different sectors of the national economy.

Particular attention is given to the development of entrepreneurship in agriculture,
which plays a strategically crucial role in ensuring the country’s food security.
Kazakhstan’s chosen trajectory toward building a diversified and innovative
economy requires the establishment and sustainable growth of resilient small and
medium-sized enterprises (SMEs) with significant development potential. At the

387 (0 O &




Scientific Journal of Pedagogy and Economics

same time, for SMEs, especially those operating in the agricultural sector, to function
effectively and achieve their objectives, access to sufficient financing—through
affordable loans and investments—is of primary importance. However, current
industry development indicators, as well as findings from both international and
domestic studies, reveal that insufficient financing remains one of the key barriers to
the growth of agribusiness enterprises. Supporting this assertion, President Kassym-
Jomart Tokayev, in his Address to the People of Kazakhstan on September 1, 2022,
stated "The underfinancing of small and medium-sized businesses in Kazakhstan
amounts to approximately 42 billion tenge. Meanwhile, multimillion sums of
liquidity accumulated in the banks are not effectively working for the economy."

Literature Review. The economic significance of small and medium-sized
enterprises (SMEs) has been widely addressed in the works of both domestic
and international scholars. Due to their multifunctionality, SMEs are capable of
addressing numerous socio-economic challenges and can play a key role in enhancing
development efficiency across critical sectors of national activity. When properly
organized, SME financing systems can act as a catalyst for economic growth. Before
delving into the conceptual basis of SME financing, it is necessary to distinguish
between the terms “small and medium-sized business” and “small and medium-sized
entrepreneurship.”

In his scientific works, Schumpeter (2001) emphasizes the differences between the
concepts under study. According to the author, entrepreneurial activity is more closely
associated with innovation, where the entrepreneur, by disrupting existing systems,
offers something new and/or improves what already exists. Business, in turn, is
perceived as a more traditional concept, encompassing any economic activity aimed
at generating profit (Schumpeter, 2001). This view is supported by Maidanovich and
Bedrik (2017), who identify the main distinguishing feature between “business” and
“entrepreneurship” as the nature of the entities engaged in such activities: “business”
is the activity carried out by legal entities, while “entrepreneurship” is the activity
carried out by individuals (Maidanovich & Bedrik, 2017).

Glebovaand Sadyrtdinov (2009) consider the substantive meaning of “business” to
be broader, including the process of creating new value and profit by the entrepreneur.
At the same time, the authors stress the need to develop regulatory tools, including
support measures, for small business in general and for small entrepreneurship in
particular (Glebova & Sadyrtdinov, 2009).

From these definitions, it follows that the entrepreneur should possess a number of
distinctive qualities, such as initiative, the ability to take commercial risks, economic
responsibility, and the introduction of new technologies and organizational forms
into production. In other words, the entrepreneur is an active market participant
engaged in innovative activity. Another group of scholars considers the concepts of
“business” and “entrepreneurship” to be equivalent, without highlighting significant
differences, viewing them as the activities of small (or medium-sized) forms of
economic entities based on the entrepreneurial activities of private entrepreneurs,
small firms, and small enterprises. The equivalence of these concepts is also noted in
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a political dictionary, where “business” is defined as the same as entrepreneurship,
entrepreneurial activity, and independent initiative activity of citizens and their
associations aimed at generating profit.

A review of the economic literature reveals varying interpretations of these
concepts. Some researchers argue that they are not interchangeable, pointing
to differences ranging from general attributes to substantial characteristics of
entrepreneurial activity. Despite the recognized importance of SMEs, academic and
applied literature specifically analyzing their financing—especially sector-specific
financing in agriculture—remains limited. Most of the available studies, primarily in
Russian and Kazakh scientific literature, focus on the general need to develop SMEs
as a foundation for economic growth. A significant contribution to this field has
been made by international organizations such as the World Bank, the Organization
for Economic Co-operation and Development (OECD), and the Asian Development
Bank. Their analytical reports highlight various structural barriers to financing and
propose measures to improve SME access to funds through instruments such as
credit guarantees, micro financing, mezzanine financing, and crowd funding. These
studies emphasize that the diversity of SME needs calls for flexible and context-
sensitive financial solutions.

In the scholarly discourse, the term "SME financing" lacks a universally accepted
definition. Most authors view SME financing as a form of financial support,
particularly in the context of providing businesses with funds at different stages
of their development. However, financing in a broader sense has been subject to
various interpretations. For instance, Gorbunova (2003) defines financing as
the irrevocable use of state funds allocated to enterprises to fulfill their statutory
activities. Khimicheva and Pokachalova (2005) emphasize its legal nature,
describing financing as a public transfer governed by legal norms, generally non-
repayable, aimed at supporting enterprise operations. Krokhina (2008) frames
financing as part of redistributive relations within the public sector, oriented toward
expanded reproduction. highlights its key feature as the provision of funds on a
non-refundable and non-repayable basis. According to Kazakhstan’s Budget Code,
financing refers to the allocation of budgetary funds to authorized recipients. The
challenges of financing SMEs—especially in the agricultural sector—have also
been addressed in works by Russian and Kazakh scholars. For example, Auzan
(2010) argue that limited access to financing is a major barrier to entrepreneurship
development, particularly under conditions of institutional uncertainty. Polterovich
(2007) stresses the need for flexible subsidy and concessional credit systems in
agriculture to address market failures. Kleiner (2011) examines the interaction
between institutions and state support mechanisms during post-Soviet economic
transformations. Kazakh researchers such as Tulepbayev (2021) note the inefficiency
of existing lending and subsidy programs for agricultural SMEs. Analytical data
from the “Damu” Entrepreneurship Development Fund confirms these observations.
The main challenges include high interest rates, insufficient collateral, low financial
literacy among rural entrepreneurs, and limited access to banking services in remote
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regions (Damu, 2024). Other concerns include corruption in subsidy allocation
and inefficiencies in program implementation, as noted by Freedom Bank (2023)
and reports on agricultural subsidy misuse. In summary, the analysis of scholarly
perspectives on SME financing reveals two recurring features: first, financing is
often conceptualized as originating solely from the state, thereby limiting the scope
to budgetary instruments; second, it is predominantly characterized as a one-sided,
non-repayable transfer, which may constrain the development of alternative or
private financing mechanisms.

Research materials and methods. Both theoretical and empirical methods
of analysis were employed in the course of this study. The theoretical foundation
was based on the scientific works of domestic and international researchers on the
financing of small and medium-sized enterprises (SMEs), the legal and regulatory
acts of the Republic of Kazakhstan, as well as strategic documents governing
agricultural policy and SME development.

The empirical part of the study relied on the analysis of official data provided by
the Ministry of National Economy of the Republic of Kazakhstan, the Ministry of
Agriculture of the Republic of Kazakhstan, the Damu Entrepreneurship Development
Fund, Agrarian Credit Corporation JSC, as well as international organizations
such as the World Bank, OECD, and FAO. Methods applied included content
analysis of policy and program documents, comparative analysis of Kazakhstani
and international practices, expert evaluation of existing financial mechanisms,
and the development of practical recommendations. A systems approach was used
to examine the transformation of SME financing mechanisms in agriculture as a
multifaceted issue linked to government regulation, institutional constraints, financial
instruments, and digital innovations. In addition, the study utilized elements of case
study analysis and regulatory impact analysis (RIA) in relation to public policy for
supporting agricultural entrepreneurship.

Discussion and results. Kazakhstan has established a set of essential conditions
for the development of small and medium-sized enterprises (SMEs), including those
operating in the agricultural sector. These conditions include:

- constitutional guarantees for engaging in entrepreneurial activity;

- legal recognition of SMEs as entities entitled to financial, property,
infrastructural, institutional, and informational state support;

- the presence of nearly all components of an SME support system, including
entrepreneurship development institutions, financial and credit mechanisms, and
guarantee systems;

- acertain level of SME development that can serve as a foundation for advancing
the agricultural sector;

- the implementation of numerous government programs aimed at stimulating
entrepreneurship.

Within the framework of these programs, targeted sectoral support is provided to
enterprises in priority areas of the economy. In addition, entrepreneurial initiatives
are encouraged, non-financial support mechanisms are offered, and structural
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barriers such as limited financial resources and insufficient collateral are addressed.
To further promote agricultural development and ensure its long-term sustainability,
the government is implementing the Agro-Industrial Complex Development
Concept for 2021-2030. Its key targets include tripling agricultural exports and labor
productivity and quadrupling investment inflows by 2030 compared to 2020 levels.
Another core objective is to ensure that at least 90% of domestic food needs are met
by local producers.

The Concept also outlines systemic measures to enhance the efficiency of state
support, expand financial instruments, improve access to land, and implement broader
reforms aimed at institutional modernization. Placement of financial resources
intended for business support is carried out through specialized financial institutions,
each of which implements only its own financing instrument and publishes relevant
information on its official portal. The absence of a “one-stop shop” principle — both
in the mechanism for providing state support and in consolidating information on
its availability (lack of a unified information portal) — significantly reduces the
interest of businesses in using this source of financing. Since the launch of the Ken
Dala credit program under the State Program, JSC “Agrarian Credit Corporation”
has financed 2,611 agricultural producers for a total amount of 70 billion tenge. The
main lending areas include livestock farming, dairy cattle breeding, poultry farms,
vegetable production, construction of infrastructure for grain and vegetable storage,
feed production, agricultural product processing, and fish farming.

Credit products are also provided under the State Program for the Development
of Productive Employment and Mass Entrepreneurship through programs such as
Igilik, Yntymak, Kacinkep, Birlik, and Eginzhai. Overall, through its subsidiaries,
876 projects have been financed for a total amount of 762 billion tenge, of which
813 projects worth 642.9 billion tenge have been commissioned. These measures
have created 25,000 jobs. In 2024, within the framework of the Agrobusiness, Isker
microcrediting, and Ken Dala programs, funding in the amount of 351.2 billion
tenge was allocated, which made it possible to issue 18,060 loans. Financing was
also provided for 43 investment projects in various industries with a total value
exceeding 100 billion tenge. As a result, more than 51,000 people were employed,
including the creation of 9,000 new jobs.

It should be noted that, in general, over the reviewed period, the volume of
financing for the agricultural sector increased by 448.6 billion tenge (Table 1).

Table 1 — Volume of SME Financing in Agriculture by JSC “Baiterek” National Managing
Holding (“KazAgro” NMH)

Indicator 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | Growth
rate 2024
to 2017, %
Total volume of agricultural |478.8|406.2 |476.5|537.4|583.9|704.7|768.3927.4|194.0
financing, billion tenge
Volume of funds disbursed | 280.6 [ 267.0 [400.1 | 448.6 | 445.7 | 464.2 | 522.3 | 554.7 | 198.0
by JSC “Baiterek” NMH,
billion tenge
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Share of JSC “Baiterek” 58.6 |65.7 |84.0 [83.5 |76.3 |659 |68.0 |60.0 |-
NMH funds in total SME
agricultural financing, %
Share of SMEs in total 74.1 |92.1 |88.6 [97.5 |92.0 [96.0 |96.4 |n/a |-
financing volume of
“Baiterek”, %

Compiled by the author based on: Annual reports for 2015-2020, JSC “KazAgro”

As shown in Table 1, a significant share of agribusiness financing is accounted for
by state funding — 60.0% in 2024 — which indicates not only the high dependence
of the sector on this source, but also confirms the lack of interest from commercial
banks in lending to agriculture. State financing of the sector has almost doubled over
the review period, while the share of SMEs in the loan portfolio of JSC “Baiterek”
NMH reached 96.4% in 2023.

The annual dependence of the sector on state financing is explained, first, by
preferential terms and loan maturities for farmers, considering sector-specific
technological processes and the long payback periods of agricultural projects
(80% of allocated loan funds are long-term). At the same time, interest rates range
from 5.5% to 6.0%, depending on the lending program. Second, this dependence
is due to reduced collateral requirements: for microloans of up to 6 million tenge
and for SME loans of up to 100 million tenge, liquidity ratios have been revised.
Third, an additional factor is the simplified loan application process. In 2022, an
online platform for microloan applications under the Isker program was launched,
integrating with government databases, which allowed for a reduction in the list of
required documents and made it possible to apply for loans of up to 6 million tenge
for livestock or crop production via the Internet using any device.

However, the results of this study have revealed critical challenges in the
current financing system. Structural shortcomings are evident across nearly all its
components. These systemic flaws underscore the need for a more integrated and
strategic approach to SME financing in agriculture. Adopting a comprehensive
financing approach is essential to stimulate effective entrepreneurship, strengthen
food security, and improve employment and living conditions in rural areas. While
state support remains indispensable, such support must be built upon market-based
principles and adapted to the growth potential of SME entities. In this context,
it is necessary to improve existing financial practices and introduce innovative
instruments capable of responding to the real needs of agricultural SMEs for
accessible and affordable financing.

Based on the findings of this research and in response to the identified challenges,
we offer the following recommendations (Table 2).
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Table 2 — Recommendations for Improving SME Financing in the Agricultural Sector

Recommendations for Improvement Objective Expected Result
Introduction of a government-backed Address the issue of Provision of credit
guarantee instrument through "Damu" collateral availability resources to SMEs

Entrepreneurship Development Fund
for providing loans secured by leased
agricultural land

Creation of a digital ecosystem for business | Facilitate interaction Increase accessibility
lending between banks and the to credit resources and
"Damu" Entrepreneurship simplify the lending
Development Fund for credit | procedure

provision
Integration of reciprocal obligations into the | Ensure the effective use of | Increase the volume of
subsidy system, requiring the achievement | public financial resources agricultural production,
of production targets, employment creation, employment rates, and
and labor productivity improvement labor productivity

Note — Compiled by the author.

In our opinion, one of the most important tools for promoting the development of
small and medium-sized enterprises (SMEs) in agriculture could be a shift from the
practice of direct government financing toward the expansion of indirect regulation
mechanisms. In Kazakhstan, as in other countries, government financial support for
business entities is primarily provided in the form of direct financing. This situation,
firstly, does not contribute to the development of a competitive entrepreneurial
environment, and secondly, it encourages dependency among businesses. For
example, subsidies, as a tool of financial support for businesses, do not entail legally
binding reciprocal obligations for agricultural producers. While this form of support
partially offsets production costs, it simultaneously reduces recipients' motivation
to achieve specific production targets, attract employees, introduce innovations into
production, or ensure the sustainable development and operation of their businesses.

Accordingly, most developed countries provide business support primarily through
credit guarantee mechanisms, thus stimulating business growth and the fulfillment of
contractual obligations. Kazakhstan has also established a system of credit guarantees
for loans and leasing, provided through the "Damu" Entrepreneurship Development
Fund and the former "Fund for Financial Support of Agriculture". Guarantees for
loans and leasing are issued by financial institutions under government programs
for business development financing. However, the existing guarantee system has
not yet fully resolved the issue of collateral availability, which remains a significant
challenge.

The study of international experience in credit security shows that, in developed
countries, agricultural land is widely used as collateral (e.g., the USA, Germany, the
United Kingdom, Spain, Austria, France). However, for the successful organization
of land mortgage lending, the following conditions must be established:

- an appropriate institutional infrastructure (land legislation, a government
cadastral system, registration of land rights, land valuation databases, and trained

professionals);
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- bank capital targeted at land-use financing;

- availability of credit resources and free access to them;

- ataxation system based on the natural resource rent potential.

It should be noted that in Kazakhstan, 98.8% of agricultural land in use is leased,
and the current land management system prohibits the transfer of leased land rights.
This constraint reduces the investment attractiveness and liquidity of agricultural
land and prevents it from being used as collateral for attracting loan capital.

In this context, we propose introducing state guarantees secured by leased
agricultural land owned by SMEs under long-term lease agreements (Figure 1).

Agricultural Producer (Small and Medium- Lender (Second—Tier' Bapk / Microfinance
Sized Business) Organization)

o . -
2 6 —— = - -
—-—
=" 4 |
- - -
- -
- 3 Ministry of Agriculture of the Republic

Guarantor (JSC "Damu" of Kazakhstan
Entrepreneurship Development Fund)

Figure 1 — Proposed System of Guarantees Secured by Leased Agricultural Land
Note — Compiled by the author.

Where:

1. Application by the agricultural producer for a loan and evaluation of the
provided collateral.

2. Submission of a guarantee request to JSC "Damu" via the EGOV.KZ
information system.

3. Guarantee confirmation by the "Damu" Fund in coordination with the Ministry
of Agriculture of the Republic of Kazakhstan.

4. Conclusion of a tripartite guarantee agreement between the entrepreneur, the
lender, and JSC "Damu" Entrepreneurship Development Fund.

5. Provision of the loan to the agricultural producer by the bank.

6. Payment of a commission amounting to 3% annually of the remaining guarantee
amount.

International experience demonstrates that the optimal commission for issuing a
guarantee ranges from 1% to 3% per annum throughout the guarantee period. The
optimal coverage ratio of the guarantee by the guarantor should amount to 60% of
the loan amount (OECD, 2013).

It is important to note that the right to receive a guarantee should be limited to a
target group comprising SMEs and registered farming enterprises with land holdings
of up to 1,000 hectares.

The loan amount could reach up to 5 billion tenge. At the same time, the guarantee
amount should be differentiated depending on the status of the entrepreneur: for
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start-up entrepreneurs, the guarantee could cover up to 85% of the loan amount if
collateral is insufficient; for operating entrepreneurs, it could cover up to 50%.

In cases of loan default, the "Damu" Fund, acting as the guarantor, would fulfill
its obligations to the bank in full.

Additionally, the financing scheme could be further enhanced through the
integration of databases on agricultural producers with the tax authorities and the
automated state land cadastre system, thus preventing agricultural producers from
using land plots they do not legally own as collateral.

The proposed financing scheme would achieve the following:

— First, it would enable SME:s to access credit resources secured by leased land plots.

— Second, it would involve financial institutions in lending relationships while
sharing part of their risk with the state.

— Third, it would reduce budgetary expenditures on SME financing.

— Fourth, it would increase the liquidity of agricultural land and enhance the
responsibility of agricultural producers for the targeted and efficient use of land plots.

To implement this mechanism, amendments must also be made to the Law of the
Republic of Kazakhstan on Land Relations to eliminate barriers to the circulation
of agricultural land by lifting restrictions related to lease land plots. Moreover, the
government must address the issue of the misuse of agricultural land, its withdrawal,
and its reintegration into active circulation. Without resolving these issues, the value
of land as liquid collateral will not improve. Undoubtedly, the digital monitoring
service for agricultural land, introduced on January 1, 2021, will contribute to
solving this problem.

Another recommendation for improving the SME financing system in agriculture is
to increase access to information. The importance of informational support regarding
participation in government programs was emphasized by 44.6% of respondents
who participated in a 2020 survey conducted by the "Damu" Entrepreneurship
Development Fund (OECD, 2013). A significant leap in the development of digital
technologies and the provision of business lending services should be achieved
through the integration of business lending programs with specialized financial
institutions that provide financial support to businesses. Kazakhstan already has
experience in this area: Freedom Bank has integrated its operations with over 90
government and private data sources, allowing entrepreneurs to obtain government-
backed loans without collecting documentation, as well as to receive guarantees
from the "Damu" Fund.

Under the Damu Fund’s digital lending program, digital loans are issued for two
purposes:

— for investments — from 500 thousand to 20 million tenge, for a term of 6 to
36 months;

— for working capital — from 500 thousand to 5 million tenge, for a term of 6
to 24 months.

— The interest rate is 8% for clients in mono-towns and small cities, as well as
for social entrepreneurs in Zhezkazgan and Konaev, and 7% for priority segments.
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If the entrepreneur does not meet the requirements of the government program,
they can use a multi-solution service to select the most favorable terms for a
secured or unsecured loan. Such an organization of digital lending services gives
a new impetus to the development of SME lending and opens up new financial
opportunities. Furthermore, this direction should be developed across all banks
in Kazakhstan. This approach to business lending reduces banks’ operational costs
for assessing clients' creditworthiness and allows loans to be issued in the shortest
possible time. Moreover, the creation of a digital ecosystem for business lending,
encompassing all banking institutions as well as state financial institutions providing
financial support, would not only improve the quality and accessibility of services
but, most importantly, enhance the accessibility of financing for businesses.

The conceptual framework for the digital business lending ecosystem is presented
in Figure 2. The data presented in the figure 2 allows us to trace the logic of the lending
process and the interaction between banks and financial institutions. It should also be
noted that the priority in creating this digital ecosystem is to ensure entrepreneurs'
access to financial resources without the need to visit institutions or collect extensive
documentation for government lending programs. If the entrepreneur does not meet
the requirements for government support, the system provides the opportunity to
obtain bank financing under favorable conditions. To improve the SME financing
system, changes are necessary in the current mechanism for the distribution of
subsidies. At the current stage of economic development, subsidies remain the most
convenient and in-demand tool of government support for agricultural producers.
However, for the government, the subsidy mechanism often results in unjustified
financial losses, primarily due to the absence of clear performance criteria linked to
the use of allocated funds.

Integration with Public and Private Databases for Creditworthiness
Assessment
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Figure 2 — Conceptual Framework for the Digital Business Lending Ecosystem
Note — Compiled by the authors based on source (Freedom Bank, 2023)
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According to current regulations, subsidy recipients are not required to achieve
specific, measurable results, which reduces the incentives for agricultural producers
to expand their businesses, introduce innovations, achieve target yields, or improve
labor productivity. Moreover, the lack of a clearly regulated mechanism for the
distribution of budgetary funds among regions, agricultural producers, credit
cooperatives, microfinance organizations, and leasing companies (intermediaries
between JSC "Agrarian Credit Corporation" and agribusiness entities) prevents
farmers from reliably planning their activities based on expected financial support.
The inconsistency, instability, and lack of transparency in the distribution of public
financial resources among agricultural producers raise serious concerns not only
among the recipients but also among government authorities.

Thus, we believe that when awarding subsidies, the government must establish
development indicators and criteria for regions and farms. Only upon achieving
these results should the use of state support resources continue. In our view, linking
the amount of allocated budgetary funds to a certain volume of production would
fundamentally improve the situation in agriculture by enhancing the responsibility
of subsidy recipients, increasing production volumes, and ensuring more efficient
use of land resources. This conclusion is supported by international experience: in
several Western countries, the level of state support depends on the performance
of agricultural producers (e.g., crop yields, livestock productivity). Failure to meet
established indicators results in reduced support levels.

A comprehensive approach to solving these issues involves the following
measures:

First, amendments and additions to national and regional legislation regulating
the relationship between agribusiness entities and the government are required.
Subsidies for agricultural production should be performance-based, focusing on
production volumes sold domestically or for export, job creation, and increased
labor productivity. The current legislative shortcomings have led to uncontrolled
use of public funds. The subsidy mechanism lacks transparency and remains one
of the most corruption-prone sectors, as evidenced by numerous criminal cases.
This concern was echoed by President Tokayev, who stated: “Budgetary funds are
dissipated, and there is no unified control over their use. There is also no serious
economic effect” (Tokayev, 2021).

Thus, we recommend revising the existing subsidy system by introducing an
element of "targeted" financing. Preferential lending and subsidies should be allocated
specifically to those producers who genuinely require them, and be conditioned by
standard financing procedures. Financial instruments should be directed toward the
most promising sectors and innovative products capable of generating the highest
multiplier effect. Second, in Kazakhstan, subsidies in agriculture are distributed
electronically via a digital platform. Undoubtedly, the use of the digital platform
has simplified the application process and enhanced transparency (the system
consolidates data on equipment, land plots, credit obligations, etc.).
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However, access to subsidies largely depends on the speed and accuracy of
application submission during narrow budget disbursement periods. With the
advancement of information technology, this process has become even more unfair.
Large enterprises often use automated bots to accelerate application filing, gaining
an advantage over SMEs, which diminishes the fairness of the system. Currently,
the subsidy allocation mechanism prioritizes the speed of submission rather than the
actual need, capabilities, or productivity of farmers. Thus, drawing from Azerbaijan’s
experience, we propose the creation of a Unified Information System containing
all necessary data on agricultural producers: land size, production indicators,
technical resources, soil agrochemical composition, and more. Farmers would
submit electronic applications detailing planting areas and land documents, along
with soil sample data. Those failing to submit by December 30 would be excluded
from subsidy eligibility for the following year. Mobile teams could assist farmers
in remote villages in completing applications. This would improve transparency
and enable more efficient and performance-based subsidy distribution. Moreover,
a database of "reliable subsidy recipients" should be created, allowing financially
disciplined farmers to access subsidies under a simplified procedure. Third, the
current electronic subsidy distribution system does not account for regional specifics
of agricultural production. Natural and economic variations—such as production
costs, market accessibility, and logistics—significantly affect production costs.
Thus, subsidy volumes should be differentiated based on reproduction conditions
and regional norms for agricultural products.

Government programs for business financing must be designed considering
production potential calculations for each region, the availability of suitable land,
and distribution channels to encourage agribusiness development. The above-
mentioned issues are exacerbated by the absence of a unified register of subsidy
recipients, which allows some entrepreneurs to obtain multiple financial supports
under different programs, preventing broader access. The lack of monitoring and
standardized methods for assessing program effectiveness across sectors and regions
further impedes the justification of public spending. Persistent issues include
administrative barriers, bureaucracy, and corruption. It must be emphasized that
effective support for SMEs should be based on specific goals and outcomes, not
merely on enterprise size. Given the scarcity of budgetary resources, the government
should annually revise financing volumes based on sectoral priorities and regional
potential. This would enable a more targeted focus on regional "growth points" and
achieve tangible results.

Conclusion. Thus, the policy for financing agricultural producers in Kazakhstan
must incorporate a more targeted implementation mechanism.

Preferential lending and subsidies should be aimed specifically at providing
financial resources to those producers who genuinely need them, and should be
conditioned by standard financing requirements.

The scope of such financing programs should be limited to the most promising
areas of production featuring innovative products or regions with unfavorable
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economic conditions but significant production potential, capable of generating the
greatest multiplier effect.

A fundamental principle for the allocation of government financial resources
should be the contribution of each region to the gross output of the country’s
agricultural production.

This approach would serve as an incentive for regional authorities, in coordination
with farmers, to enhance the production performance and development of the
agricultural sector.
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