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FINANCIAL SUSTAINABILITY OF ECONOMIC ENTITIES
OF KAZAKHSTAN LIGHT INDUSTRY

Abstract: The article analyzes the development of light industry in the market of the Republic of Kazakhstan,
by identifying regional features of the development of this industry and comparing their competitive characteristics.
The novelty of the research lies in the adaptation of well-known theoretical tools to the peculiarities of the situation
under study, as well as in the application of relatively new tools and methods for analyzing the development of light
industry enterprises. The relevance of the study lies in the fact that given the significant role of light industry in
ensuring economic and strategic security, employment of the working population and raising its standard of living in
new geopolitical conditions, it is necessary to pay special attention to the development of this industry and provide it
with substantial investment support, as is done by leading world countries.

The study presents some indicators of light industry, characterizing its position in the Kazakhstan market, the
level of development of the textile industry, as one of the developed light industry subsector, and directions for the
further development of light industry. In the course of the study, techniques and methods of summary, grouping,
ranking, coefficients, comparisons, and time series were used.

Keywords: light industry, clothing market, import, export, financial stability, factors and tools, criteria for the
level of competitiveness, textile industry.

Introduction - The relevance of the research topic is that at the present stage the change in
technological structures has a serious impact on the economic processes occurring in such an economy as
light industry. In the conditions of digitalization and innovation economy, substantial amendments to
approaches related to the development of technologies are necessary. The need for modernization in the
Republic of Kazakhstan is due to the following reasons hindering the development of domestic industry,
including indicators of the financial sustainability of economic entities of light industry:

- the use of equipment and technologies that do not meet modern standards, and an outdated range of
products. High depreciation of fixed assets, which is more than 70%, where the renovation process is
extremely slow and is less than 5%.

- reduction of investment in fixed assets;

- low innovative activity of enterprises due to loans, lack of working capital and funds for technology
upgrades.

Low profitability is confirmed by the statistics of return on assets by industry. Large-scale programs
of state support for the development of innovative potential do not lead to the necessary economic effect.

According to Mozgolkova, EV, light industry is the most important multi-sector and innovative-
attractive sector of the economy, ensuring the strengthening of the defense, economic, social and
intellectual security of the country [1].

Light industry is traditionally known as a labor-intensive industry. However, in recent years, the trend
is such that it is becoming more and more knowledge-intensive [2]. In this regard, strengthening the
competitive position in the industry requires investment in scientific research and their implementation in
the production process.
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Modern scientific developments are aimed at introducing information technologies into the
production process, innovative methods of dyeing and final processing of fabrics, the use of digital color
matching methods, the automation of the product design process, the use of "artificial intelligence" in
production [3]. Increasing the science-intensiveness of light industry is a necessary measure to withstand
the powerful competitive pressure from Asian producers [4].

Methodology — Today, Kazakhstan is at the stage of stable economic growth, a promising goal of
which is the further integration of Kazakhstan into the world economic space. Textile and light industry is
one of the main sectors of the economy that form the budget in many countries of the world [5]. The raw
material base of the cotton and textile industry in Kazakhstan is cotton.

The cotton obtained in Kazakhstan is a medium-fiber type of cotton fiber. The main volume of cotton
fiber produced - more than 80% - is export-oriented. The rest is used by such textile enterprises as
Alliance Kazakh Russian Textile LLP, Melange JSC, Uteks JSC, NimexTextile LLP. The textile industry
of Kazakhstan is represented mainly by enterprises built during the period of the Soviet Union. In the
South Kazakhstan region there are several new enterprises that have invested in the modernization of
existing and construction of new textile facilities:

- Alliance Kazakh Russian Textile LLP is a joint venture which includes the Kazakh cotton company
Myrzakent and the Russian Textile Corporation of Russia, the largest industrial textile holding in Russia.
Design capacity - at the level of 15 million square meters. m fabric per year.

- JSC Yuteks is a cotton fiber processing plant, the planned capacity is about 6 thousand tons of
cotton yarn per year, which is sold to Russia, Ukraine and the local market.

- JSC "Melange" - an integrated factory producing cotton yarn using local raw materials. The
production capacity of the enterprise is on average 5 thousand tons of yarn per year. The company also
produces home textiles. Products are sold in Kazakhstan, Russia, Turkey.

- Nimex Textile LLP is a textile factory processing 12 thousand tons of cotton fiber per year. Products
- cotton yarn and fabrics.

Over the past two decades, the world has witnessed the transfer of global manufacturing centers of
light industry from Europe and the United States to countries that later embarked on the path of industrial
development. Currently, 70% of global exports of clothing and textiles account for the countries of
Southeast Asia, Turkey, and Latin America. It is necessary to note the unprecedented strengthening of the
role of China, which provides more than 30% of total world exports [6].

Today, the share of the textile and clothing industry in the total gross output of the country is 0.4%.
For example, in Russia this indicator is 1%, in developed countries such as Germany, France and the
USA, the share of textile and light industry in industrial output is 4%, in Italy it is 12%. This allows them
to form 20% of the budget and ensure that 75-85% of the domestic market is filled with their own
products. In Turkey and China, the share of textiles in GDP reaches 30% (Figure 1) [7].

Italy
USA

FIaNCe s 40/

Germany 4%

Russia - 10

Kazakhstan 0,40%

Figure 1 - The share of textile and clothing industry in the total gross output of countries, in %
Note - Compiled by the author
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The textile and clothing industry of Kazakhstan covers only 10% of the domestic market demand. At
the same time, in order to shape the country's economic security, the volume of domestic production must
at least satisfy 30% of domestic demand [8].

In the structure of products of light industry in Kazakhstan, 51% is accounted for by the production of
textiles, 38% by clothing and 11% by leather and related products (Figure 2) [9].
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Figure 2 - Dynamics of production volumes of light industry of the Republic of Kazakhstan for the period from 2012-2018, in
billion tenge

Note - Based on the source: www.kidi.gov.kz

Based on the data of Figure 2, it can be seen that the textile industry is more dominant in the structure
of light industry.
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Figure 3 - The forecast values of the development of the textile industry of the Republic
of Kazakhstan for 2019-2021 based on the trend model

Note - Compiled by the author

During the research it turned out that most of the production (58%) is concentrated in the southern
region. The considered indicators of the development of light industry, both in general and in the regional
aspect in the Republic of Kazakhstan, determine the relevance of identifying and researching the factors
affecting the financial condition of light industry enterprises, and hence their financial sustainability.

Based on the analysis of regional development of light industry, it was revealed that the main
concentration of the industry is observed in three regions of the Republic of Kazakhstan - this is the city of
Shymkent, Almaty region and the city of Almaty. Based on this, we presented data for 2018 on the
sectoral specialization of these regions (Figure 4) [10].
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Figure 4 - Sectoral specialization of the southern regions of the Republic of Kazakhstan for 2018

Note - Compiled on the basis of the source: National Chamber of Entrepreneurs of the Republic of Kazakhstan "Atameken"
for 2018

In 2018, in the regional context, the main producers of light industry were the following enterprises:

1) South Kazakhstan region - 35%, where you can select the main enterprises of the region: Melanzh
JSC, Utex JSC, AzalaTextile 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.

Investments in fixed assets in the sphere of light industry at the beginning of 2019 amounted to 913.7
million tenge, almost 13 times more than a year earlier. It should be noted that the growth was secured by
the inflow of investments into the production of textiles (from 7.5 million tenge in January of last year
2018 to 902.9 million tenge in January of the current 2019). In 2018, the volume of investments amounted
to 72 million tenge. Immediately by 95.2% less than in the same period of 2017.

Table 1 — SWOT - analysis of the development of light industry in Kazakhstan

Strenghs Weaknesses
The proximity of potential cotton producers - Uzbekistan, | The industry is represented by enterprises built during
Tajikistan, Turkmenistan. the Soviet era, as a result of the low level of their

technical equipment.
Kazakhstan is in the center of capacious sales markets of the CIS | The industry’s problems are also low labor

countries and Eastern Europe. productivity.
The compact arrangement of the raw material and processing | Backward from the world of analog technology.
factories is on the territory of the South Kazakhstan region. High level of concentration and closeness

State encouragement of innovation (introduction of
new technologies, pilot and serial production of new
products) in the light industry

Opportunities Threats

Located in a single market with Russia and Kyrgyzstan in the | Economic and political environment

EAEU, where there are no customs borders and restrictions
There is every opportunity to expand markets and export | Combating counterfeit and contraband products
products

There is a competitive advantage, as it borders on China

The use of subsidies, leasing schemes, investment funds, the
development of public-private partnership in light industry

Note — compiled by authors

Results of a research - In their scientific journals, Shevchenko B.l. singled out the methodological
basis for the formation of the policy of light industry enterprises. Analysis of the management system of

— 120 ——




ISSN 2224-5227 5.2019

light industry enterprises revealed significant shortcomings of the current management structure, which
does not fully correspond to the strategic priorities of the industry development, both in the CIS countries
and in the Republic of Kazakhstan [11]. On the basis of which, we identified the following disadvantages
and advantages, which were considered in the SWOT-analysis of the development of light industry in
Kazakhstan (Table 1).

Entering the world market is difficult to achieve without the release of high-quality, original and
competitive products. In his publications Ergasheva M.R. argues that before it is necessary to identify
factors that influence the development of light industry:

1) internal factors:

- the level and potential of the organization of management in the enterprise;

- perfect technology and equipment;

- the level of professional training of employees in the enterprise;

- financial capabilities of the enterprise;

- the possibility of cooperation with other enterprises and international integration;

- marketing opportunities (opportunities to meet the needs of the market and implement the 4P policy
(Product, Place, Prize, Promotion);

- The level of scientific research of the enterprise.

2) external factors:

- institutional policy;

- the market;

- supporting areas;

- infrastructure;

- the level of classification of labor resources [12].

Of course, the development of light industry, and consequently, the formation of the entire structure is
influenced by many obstacles (Figure 5).

4[ Factors affecting the development of light industry ]

-

4’[ Dependence on state budget funds
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—»[ Low level of infrastructure interaction
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Lack of effective mechanisms for combining and replacing
economic resources

—*

Figure 5 - Factors hindering the development of light industry in Kazakhstan
Note - Compiled by authors

Factors of development of light industry allow us to apply a cluster model of development of the
industry, where the cluster approach allows you to mobilize all economic factors in a certain direction.
Today, the development of clusters is a widely recognized tool that accompanies economic development
and improved competitiveness in developed countries.

Researchers note: “... cluster policy has gained great importance in the clothing and textile industry
over the past decade” [13]. The use of the cluster model in the development of the textile industry in
Kazakhstan is an important factor in the competitiveness of individual companies and the entire economy.
For the domestic light industry, clustering is the only way to ensure competitiveness, since the use of

— 121 ——



Reports of the National Academy of sciences of the Republic of Kazakhstan

effective industry support mechanisms such as tax and customs tariff regulation in terms of membership in
the WTO is excluded.

Kazakhstan's light industry has a great potential for the successful development of the industry, given
the lower cost indicators in production, proximity to raw materials and potential sales markets for the
products produced, an attractive investment climate, and a developed transport infrastructure [14].
Kazakhstan has a good scale of market opportunities, both for the development of the textile industry and
for a single sector of the cotton and textile industry in the region.

For the systematic implementation of the creation and further development of the cotton-textile
cluster in the southern region of Kazakhstan, measures have already been taken at the state level, in
particular:

1) Law of the Republic of Kazakhstan on the development of the cotton industry was adopted;

2) Modern laboratories are created for quilting the quality of cotton fiber;

3) A cotton research institute was opened;

4) Work is underway to organize transport and logistics centers;

5) The State JSC Cotton Contract Corporation has commissioned a new cotton cleaning plant;

6) A leasing company of BRK-Leasing JSC was established:;

7) By a decree of the President of the Republic of Kazakhstan, the Special Economic Zone “Ontustik”
was created, the purpose of which is to create favorable conditions for the processing of cotton fiber
produced in Kazakhstan to finished products with high added value [15].

Textile companies in the SEZ are granted significant tax and customs preferences. It is planned to
build about 15 textile enterprises on the territory of Ontustik, which will process 100 thousand tons of
cotton fiber per year. The main types of production in the SEZ are the production of denim, terry,
knitwear, workwear and harsh fabrics, home textiles. The successful development of the SEZ is promoted
by such factors as:

- preferential economic conditions;

- access to raw materials, markets, human resources, infrastructure;

- low cost;

- stable investment climate.

The implementation of the “Ontustik” idea assumes an increase in the share of the textile industry in
the gross domestic product of the country, the creation of high-tech industries that ensure the
competitiveness of domestic products in price and quality, the creation of conditions for attracting
investment in the industry and lending to enterprises by second-tier banks, improving the competitiveness
of the national economy, which will promote its integration into the global economy.

But for the development of light industry, taking into account the factors considered, it is necessary to
strengthen its competitive positions, where necessary:

- track the technological strategy of competitors,

- analyze not only the functional characteristics of products from the point of view of manufacturing
technology, but also take into account the requirements of potential buyers.

For example, the textile industry in developed countries is moving to integrated mechanization and
automation, which, in turn, increases its capital intensity. With this approach, the resource structure of the
industry undergoes a change: high-performance textile equipment replaces skilled workers. The vector of
development of the textile industry is shifting from specialization in processed raw materials towards the
development of high-tech industries - knitted and carpet production, the use of nonwoven materials (film
materials, glass, metallic fibers, paper, etc.) as raw materials; production on the basis of chemical fiber,
which is especially important in view of multiplying cooperative ties within the framework of the macro-
technology [16].

As noted Trofimov O.V., Efimychev Yu.l. and Shipilov A.G., traditional fundamental technologies
that have found widespread use, are currently at the end of their life cycle, as they use standard, well-
known to all products with such qualitative characteristics that allow consumers to be perceived, but do
not provide a high level of competitiveness [17].

Conducting research and development work for such equipment is impractical due to a slight
improvement in the output, therefore it is necessary to invest in the development of new advanced
technologies that may be key for the industry.
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Financial investments in innovations are not the same in scale and riskiness at different stages of the
economic cycle:

- at the stage of recovery and stable economic development, preference is given to improving
innovations that require small investments and are less risky;

- at the stage of crisis, preferable innovations that do not require significant investments and
substantial state support. Pseudo-innovations are also developing, which are understood as attempts to
improve outdated technology, which, in turn, demonstrating a small effect today, in the long run increases
the lead over industrialized countries.

Kashitsyna T.N., N.N. Rustamov speaking about the prospects for the development of light industry,
Rustamov noted that ensuring the effective implementation of the processes of introducing and
commercializing technologies requires targeted and systematic actions from both the state authorities
(legislative and executive) and the private sector [18].

Thus, the prospects of Kazakhstan are largely dependent on the degree of its successful integration
into the world economy. At the same time, the country faces the task of not integrating into the world
economy at any price, but taking a place in it that is adequate to its economic potential. To solve this
problem, first of all you need:

- direct financial assistance, including the provision of concessional loans, loans, earmarked grants;

- state encouragement of innovation (introduction of new technologies, pilot and serial production of
new products);

- export orientation and promotion of development of foreign economic activity, which includes
assistance in insurance, organizing and participating in international exhibitions, providing market
information;

- information support of SMEs, including the provision of comprehensive information, the promotion
of science in the field of creating new technologies and materials, methods of their use and specific
recipients of receipt;

- zero rates on loans for the purchase of equipment;

- organization of work with well-known foreign firms under tolling schemes;

- subsidizing the purchase of raw materials and auxiliary materials for light industry enterprises;

- enterprises exporters return the VAT on export of products in accordance with the Tax Code of the
Republic of Kazakhstan [19].

Conclusions - “The focus on the manufacturing sector with high labor productivity is unchanged, it is
necessary to develop and test new tools aimed at modernizing our enterprises with a focus on the export of
products,” said the Nation Leader N. A. Nazarbayev to the people of Kazakhstan dated January 10, 2017.
"New development opportunities in the conditions of the Fourth Industrial Revolution™ [20].

For significant changes in the light industry, it is necessary to form an innovative structure that will
contribute to the growth of efficiency and effectiveness of business entities. The foundation of such a
structure will create conditions for the introduction of advanced technologies and innovative developments
into the light industry, actively interacting with business and the market, thus ensuring the most innovative
development of the country and improving the financial sustainability of business entities.

The tasks of creating an effective industry system are complex and require the consolidation of state
and regional resources, combined with the need to attract significant private financial investments in this
sector of the economy [21].

The policy for the development of light industry should be aimed at diversifying and improving the
competitiveness of products of light industry with the enhancement of its social efficiency in the
framework of the Comprehensive Plan for the Development of Light Industry of the Republic of
Kazakhstan. Therefore, at the moment, it is necessary to carry out active work to promote goods in the
domestic market and jointly promote the products of the light industry of the Eurasian Economic Union
(hereinafter - EurasEC) to the markets of third countries.
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KA3AKCTAHHBIH )KEHIJI OHEPKOCIBI IHAPYAIIBLJIBIK CYBBEKTIJIEPIHIH
KAPXBUIBIK TYPAKTBIJIBIFBIH KAMTAMACBI3 ETY

AnHoTammsa. Makanaga Kasakctan PecryOnmKachIHBIH HapBIFBIHIAFBl JKEHII ©OHEPKOCINTIH JaMyblHa OCHI CaslaHbl
JAMBITYIBIH OHIPIIK epeKIIeNIKTepiH aHBIKTay >KOHE ONApAbIH O9CEKeNecTiK CHIIaTTaMallapblH CaJbICTHIPY KOJIBIMEH Talnay
KYPriziami. 3epTTeymiH JKaHaJBIFBI OeNTili TEOPHSUIBIK KypajlapAblH 3epTTENIeTiH JKaFJalIblH epeKmeikTepine OeiiMaenyi,
COHZIAM-aK JKEHIT OHEPKACINl KACIIOPBIHAApPBIHBIH JaMybIH TalJaydblH JKaHa Kypalgapbl MEH oicTepiH KOoJJaHy OOJBII
TaObUIaIbl. 3ePTTEY/IiH ©3CKTiTIri SKOHOMUKAIBIK KOHE CTPATETHSUIBIK KAaYIiTCi3IKTi, CHOCKKEe KaOLICTTi XaJIbIKTHIH KYMBICIICH
KaMTBUTYBIH JKOHE KaHa Te0CasiCH KaFAaiyiapJia OHBIH eMip CYpy ACHTeiliH apTThIpyAbl KAMTaMachl3 €TyAEr1 KeHIJT OHEePKICINTIH
eJeyJi pejiH ecKepe OTBIPHIIN, OCHl CaJlaHBIH JAaMYbIHA €peKIle KOHUT 0oy oHE oNeMIiK JKETEKIIi eNAep CHAKTHI OFaH eJeyli
MHBECTULMSIIBIK KOJIJAY KOPCETY KaKeT.

3epTTeyne KEHUT OHEPKACINTIH Ka3aKCTaHIBIK HAPBIKTAFbl JKaFIalblH CHIATTAHTBIH KeWOip KOpCETKIITepi YCHIHBUIFaH,
JKCHIJI OHEPKACINTIH JaMbIFaH canajgapbiHbH Oipi perinae TokbiMa ©HEPKOCIOIHIH JaMy JCHTeHi aHBIKTAIIBI KOHE JKCHIN
OHEPKACINTI OJNaH opi AAaMBITy YIIIH OarbITTap YCHIHBUIABL 3epTTey OapbIChIHIA JKHMHAKTAYAbIH, TONTAYIbIH, PAHXHPICYIiH,
K03 PUITUESHTTEP TIH, CATTBICTBIPY/IBIH, JMHAMHUKA KaTAPBIHBIH TOCUIIEPi MEH 9/IiCTEePi KONJaHBLIIbL.

Tyiiin ce3mep: EHiI OHEPKACIIN, KUIM HApPBIFBL, UMIIOPT, YKCIIOPT, KAPKBUIBIK TYPAKTHUIBIK, (akTopiaap MeH Kypaiaap,
Oocekere KaOIeTTUTIK IeHreiliHIH KpUTEPHIATIepi, TOKBIMA OHEPKACiOi.
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®UHAHCOBAS YCTOMYHUBOCTb XO3SMCTBYIOIIUX CYBbEKTOB
JIEFTKOM MPOMBIIIJIEHHOCTH KA3AXCTAHA

AnHoTanusi. B crarbe mnpoBeseH aHanNM3 pa3BUTHS JIETKOM INPOMBIIUIEHHOCTH Ha pblHKe PecmyOnmkn
KazaxcTan myTeM BBISBICHHS PErMOHAIBHBIX OCOOCHHOCTEH DPAa3BHTHs JTAHHOW OTpAciW W COIOCTABICHHUS HX
KOHKYPEHTHBIX XapakTepHcTHK. HoBM3HA HccieoBaHMS 3aKIIOYAeTCsl B aJalTallid M3BECTHBIX TEOPETHUECKHX
WHCTPYMEHTOB K OCOOEHHOCTSIM HCCIEAYEeMOH CHUTyallMH, a TakXe B NPHUMEHEHHH OTHOCHTEIBHO HOBBIX
WHCTPYMEHTOB W METOJIOB AaHAINW3a pPasBUTHS NPEANPUSATHH JIETKOH MPOMBIIUICHHOCTH. AKTYaJIbHOCTb
HCCIICIOBAHMS 3aKJIFOYAETCS B TOM, YTO YUMTHIBAas 3HAUUTENBHYIO POJIb JIETKOI NMPOMBIIUIEHHOCTH B 00eCTIeUYeHUH
SKOHOMHUYECKOI M CTpaTerm4eckoil 0e30MacHOCTH, 3aHATOCTH TPYIOCIOCOOHOTO HACEJeHUS] W TOBBILIEHUH €ro
KU3HEHHOTO YPOBHS B HOBBIX T€OMOJIMTUYECKUX YCIOBHUIX, HEOOXOIMMO YAENIATh 0C000e BHUMAHUE PA3BUTHIO 3TOM
OTpaciy M OKa3blBaTh €l CYIIECTBEHHYI0 WHBECTHUIIMOHHYIO IMOJICP)KKY, KaK 3TO AENA0T BEIYyIINEe MHPOBBIC
CTpPaHBI.

B uccrnemoBaHMM TpeACTaBIEHBI HEKOTOpBIE IOKA3aTENM JIETKOH NPOMBIIUICHHOCTH, XapaKTEepHU3YIOIIHe ee
MOJIOKEHHUE Ha Ka3aXCTAaHCKOM DBIHKE, ONPENEICH YPOBEHb Pa3BUTHUS TEKCTHIBHON HMPOMBIIIIEHHOCTH, KaK OJHOMN
13 pa3BUTON MOAOTPACIU JETKOM MPOMBIIUIEHHOCTH W IPEUIOKEHbl HAIPAaBIEHHS s AadbHEWIIEro pa3BUTHS
JIETKOM TNPOMBIIUIEHHOCTH. B Xoze HcciaeqoBaHUS MCHOIB30BAIUCH MPUEMBl M METOJbl CBOJKH, IPYNIUPOBKHU,
pamXxHupoBaHus, KO3()(HUINEHTOB, CPaBHEHUS, PSIOB TMHAMUKH.

KaioueBble cjioBa: jerkasi IPOMBIIIEHHOCTD, PIHOK O/EXK/IbI, HIMIIOPT, 3KCIIOPT, (PMHAHCOBAsI YCTONYMBOCTS,
(aKTOpBI M MHCTPYMEHTHI, KPUTEPHN YPOBHS KOHKYPEHTOCIIOCOOHOCTH, TEKCTHIIbHAS TIPOMBIIIIIEHHOCTb.
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