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IMPLEMENTATION OF INFORMATION AND COMMUNICATION TECHNOLOGIES
AS A FACTOR OF COMPETITIVENESS GROWTH
BY THE SMALL ENTERPRISES IN CIS STATES
The article shows that the international network of electronic communication helps the various economic agents in finding
new partners, responding to the changing conditions quicker, facilitates the greater interaction of the economic partners and
establishment of the trusting and long-term relationships, reduces the transaction costs and the distance between the partners,
while simultaneously increasing the economic benefits of their relationship. It justifies the fact that the widespread implementation of information and communication technologies in the CIS countries might contribute to increasing the number of small
businesses and private business organizations, as well as strengthen their competitive positions in the domestic and foreign
markets. This article proves that the use of ICTs can enhance the effectiveness of the production and companies' management
system by increasing their access to the information, knowledge, financial services and other resources. As explained in this
work, due to the use of ICTs new opportunities are created for the small private enterprises to develop the existing and discover
the new types and directions of activity, which will contribute to the improvement of the population well-being. It also rationalizes
that the expansion of the ICTs' use by the government and other public bodies may support the increase of the business environment transparency and simplify procedures for starting and running a business. It determines why the spread of information
technology, especially in the CIS countries, requires governmental support primarily in the development of information infrastructure and adaptation of the legislation to the conditions of the information economy.
Keywords: information and communication technologies (ICTs); competitiveness; small enterprises; information infrastructure; ICTs goods' exports and imports; ICTs services' exports and imports.

Introduction. It can be argued that there are almost no
areas left in the modern economic life, where information
and communication technologies (ICTs) are not used. Their
widespread use on an international scale has greatly accelerated the spread of the economic relations' globalization processes. International network of electronic communications helps different economic actors at both national
and international level in finding partners quicker and responding quickly to the changing conditions. All this contributes to the greater interaction of economic partners,
establishment of the trusting and long-term relationships,
reduction of the distances and transaction costs and increasing of the economic benefits of such relationships.
In a market economy, especially in the period of its
formation and development, as it occurs in the CIS countries, small businesses should be given a defining role in
ensuring the sustainable economic development of the
state, creation of jobs, replenishment of the state budget
and improvement of the population's welfare.
Questions of formation and development of the information society and the economy as a stage of the modern
civilization's development that is based on the use of ICTs
and the creative work of human, cause the scientific debate
among both Ukrainian and foreign scholars. The economists and experts view information economy as a multidimensional phenomenon from different positions. In particular, the works of Y.Bazhal, V.Heyets, S.Zhabin, A.Maslov,
V.Skalatsky, L.Fedulova and A.Chukhno are devoted to the
development of theory and the analysis of the information
society models; the researches of I. Vahovich, B. Grivnak,
S. Grinkevitch, A. Zharinova, L. Ischuk, G. Kucherov,
T.Lepeyko, O.Mazorenko and S.Pir g highlight the problems of the knowledge economy formation in Ukraine;
Ukraine's readiness to accept and integrate ICTs is seen in
the works of V.Furashev, D.Lande, O.Furashev,
O.Shevchuk, A.Golobutsky; the use of the ICTs in the
economy and its individual sectors is studied by such
Ukrainian and foreign scholars as G.Anilovska, A.Bakaev,
L.Bazhan, O.Volk, V.Guzhva, L.Dubchak, S.Dyatlov,
P.Eschenko,
L.Kaydan,
V.Koshkin,
M.Kurkov,
A.Rumyantsev, V.Khoroshko, N.Shpak, M.Yatsenko.
However, despite the numerous studies the problems
of the information economy formation in the different countries of the world, practical aspects of this problem and the
impact of the information technology on the development of
certain economic sectors remain insufficiently researched.

The purpose of this article is to provide a rationale for
the wide use of ICTs by small businesses in the CIS countries for the improvement of their competitiveness, including
the competitiveness on the international markets. We would
like to show what possibilities and advantages the use of
information technology by the small enterprises creates for
their development and prove that the massive spread of the
small business can be a basis for the formation of the strong
and competitive economies in the CIS countries.
In our opinion, great prospects are opened for the small
businesses, especially for start-ups, in the knowledge
economy. In the modern conditions the newly created small
enterprises find it easier to work according to the new principles, it is easier for them to take risks, they can be more
flexible and can adapt to the rapidly changing business
conditions quicker than the divisions of the powerful multinationals. However, in order to act and react in such a way
it is required to have a broad and timely access to the information that modern ICTs can provide.
Under the conditions of the increased competition at
both national and international level, companies constantly
have to find the ways to make the system of production
and its management more efficient. The use of ICTs can
significantly help firms in this process due to the improved
access to information, knowledge, financial services and
other resources. In addition, ICTs can contribute to the
improvement of the business environment transparency,
which makes the competition conditions closer to perfect.
Thanks to the use of ICTs by the small private enterprises, new opportunities are created for the development of
the existing and discovery of the new types and directions of
activity, which, in turn, will contribute to the creation of the
additional jobs, increase of the tax revenues and improvement of the population well-being. The dynamic functioning
of the private sector can facilitate attraction of the foreign
investors and expansion of trade relations with other countries that may also help to alleviate and reduce the cost of
implementing innovations. In this regard, in many countries it
is understood that the full implementation of ICTs in the private sector will help boost its competitiveness.
In the current circumstances, the use of the mobile
communications and the Internet greatly increases the
prospects of the small enterprises' development in the CIS
countries. The modern technology of the broadband access to the Internet (BBA) significantly improves the opportunities of the enterprises to develop forms of e-business
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and the sale of goods and services through e-commerce
and increases the impact of ICTs by creating additional
areas of the business development and contributing to the
economic growth of the state [1]. Thanks to e-business,
entrepreneurs gain additional opportunities to start their
own businesses with minor investments.
However, statistical data shows that despite significant
progress in the recent years the access of the small enterprises that belong to the CIS countries' private sector to the
broadband (high-speed) Internet is still insufficient. According to the International Bank for Reconstruction and Development (IBRD) [2] that uses an indicator of the number of
the fixed broadband Internet subscribers per 100 inhabitants, the best situation among the CIS countries in 2011
was in Belarus, Russia, Azerbaijan and Moldova, where

the figure varies from 10 to 22 (Table 1). Meanwhile, in
such countries as Uzbekistan, Kyrgyzstan, Tajikistan and
Turkmenistan it was less than 1. For comparison, in the
developed countries this indicator ranges from 22.8 in Italy
to 39.2 in Switzerland.
As for the number of the Internet users per 100 inhabitants, the leaders among the CIS countries in 2012 were
Azerbaijan, Russian Federation and Kazakhstan, where this
indicator amounted more than 50 people, being close to the
level of the developed countries, such as Greece and Italy
(56-58 people). At the same time, in the Nordic countries this
figure is 94-96 inhabitants [2]. In most CIS countries, the number of Internet users per 100 inhabitants is in the range of 30
to 40 people, with the smallest number of them in 2012 being
in Turkmenistan, Tajikistan and Kyrgyzstan (Table 1).

T a b l e 1. Indicators of the information infrastructure development in the CIS countries
Indicators
/ countries
Azerbaijan
Armenia
Belarus
Kazakhstan
Kyrgyzstan
Moldavia
Russia
Tajikistan
Turkmenistan
Uzbekistan
Ukraine

Number of fixed broadband Number of fixed broadband
Number of the Internet users
Number of mobile
access to the Internet users access to the Internet users
(per 100 inhabitants)
subscribers (thousands)
(per 100 inhabitants)
(thousands)
2008
2012
2008
2012
2008
2012
2008
2012
0,67
13,80
58,7
1283,1
17,4
54,2
73
107
0,36
6,64
11,1
197,1
6,2
39,2
47
107
4,94
26,56
474,3
2513,6
23,2
46,9
84
112
4,22
9,72
661,4
1632,7
11,0
53,3
95
175
0,36
2,62
19,1
146,3
15,4
21,7
65
125
3,17
11,85
113,2
421,8
23,8
43,4
67
116
6,48
14,48
9198,4
20783,6
27,1
53,3
139
184
0,05
0,08
3,3
6,4
8,8
14,5
55
92
0,00
0,03
1,6
1,8
7,2
23
76
0,25
0,72
68,3
214,4
8,9
36,5
46
72
3,48
8,11
1609,8
3697,6
10,9
33,7
121
132

* Source: compiled and calculated from the data provided by the IBRD // http://data.worldbank.org/topic/infrastructure/

Indicator of the mobile communications' availability in
all CIS countries, except Uzbekistan, Tajikistan and Turkmenistan, is high – more than one mobile phone per each
resident, with the figure for Russia being as high as 1.8 [2].
The widespread use of the mobile communications, especially with the possibilities of the Internet access, can be a
positive factor for the development of the small businesses
and individual entrepreneurs as mobile connection provides quick access to the information and allows responding quickly to the changes in the market environment. Mobile communication also facilitates closer links with the
suppliers and customers and increases the effectiveness of
the business communications with them, reducing the need
for the frequent business trips, consequently reducing the
management costs. In addition, thanks to the extension of
the mobile applications range (from text messaging to financial transactions) the possibility of providing a variety of
related services is increasing for small businesses.
The use of ICTs in the production of goods and services opens up additional opportunities for the businesses
to develop and generate innovations that can promote
technology upgrade and improvement of the population
well-being on the state level.
The implementation of the mobile payment systems is
one of the most promising potential opportunities of ICTs use
for the development of the small businesses and private
entrepreneurship. The aforementioned process will allow
them to save money on financial services while these business entities conduct transactions, receive small amounts of
money or process microcredits. The more employers will use
these systems, the stronger will be the effect of such an implementation, and these employers, in turn, will be more
tailored to the needs of the small businesses [1].
The use of the ICTs by the different government agencies will help to reduce the time and cost of business regis-

tration and licensing, which is especially important for the
small businesses and entrepreneurs. The simplification of
the company registration procedures will mean greater
transparency of the business environment that also contributes to the solution of a number of the pressing problems for
most CIS countries, such as the reduction of the shadow
economy, the growth in tax revenues and an increase in
legal employment. In addition, a list of e-Government services for the businesses can include the declaration of income and payment of taxes with the use of the Internet, utilities' and other services' payments, an automated system of
customs duties and the functioning of the vacancies bank for
the potential employees. It should be noted that today egovernment in CIS operates only in Russia, Kazakhstan and
Belarus, with the works on its creation in Ukraine being performed and scheduled for completion in 2014.
As the data in Table 2 shows, the CIS countries are
relative outsiders on the global market for goods and services of the ICTs sector. Moreover, low values are typical
not only for the absolute, but also for the relative volumes
of both exports and imports.
For example, while the share of ICTs goods in the total
world goods' export in 2011 amounted to 10.9%, being
19.2% in the developing countries 19.2% and 6.2% in the
developed countries, in the CIS countries this figure was
the lowest – only 0.3%. More or less prominent exporters
of ICTs goods among the Commonwealth countries are
Russia, Ukraine, Belarus and Kazakhstan, but even the
export of the leading CIS country – Russia – in 2011 was
more than 400 times less than that of China, which holds a
leading position in the world export in the ICTs sector. The
share of Russia in the global export of such goods in 2011
was only 0.07%. For comparison, in the same period for
China it amounted to 28.2%. Accordingly, for the other
Commonwealth countries these figures are even worse.
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T a b l e 2. Trade performance of individual countries in the ICTs sector in 2008-2011
Indicators / countries
Export of the ICTs sector goods (millions USD)
Belarus
Kazakhstan
The Russian Federation
Ukraine
World
China
Hong Kong (China)
Taiwan (China)
USA
Singapore
Import of the ICTs sector goods (millions USD)
Belarus
Kazakhstan
The Russian Federation
Ukraine
World
China
Hong Kong (China)
Taiwan (China)
USA
Singapore
The share of ICTs goods in total exports (%)
World
Developing countries
CIS countries
Developed countries
Export of the ICTs sector services (millions USD)
Belarus
Moldavia
The Russian Federation
Ukraine
World
USA
Germany
United Kingdom
China

2008

2009

2010

2011

111
19
784
648

85
27
838
438

126
926
551

156
125
1 227
610

1 637 683
396 424
151 599
75 487
138 001
117 154
794
738
20 810
1 628
1757764
239 961
156 527
256 235
94 718
73 841

1 409 546
356 301
141 881
67 054
113 157
91 442
530
829
12 435
993
1 506 040
220 214
149 537
230 627
78 522
62 726

1 726 578
459 522
176 964
94 702
134 549
120 806
853
19 526
1 940
1 876 486
284 783
188 736
280 074
97 728
83 132

1 803 017
508 012
193 528
105 765
140 568
118 391
781
2 183
21 906
2 136
1 947 221
313 798
206 446
290 565
100 187
86 724

10,54
17,43
0,23
6,91

11,63
19,42
0,33
7,08

11,78
19,54
0,29
6,91

10,94
19,24
0,30
6,15

298
112
2 950
597

307
114
2 472
777

385
133
2 538
947

450
148
2 970
1 275

287 211
23 761
19 491
21 185
7 710

310 117
25 090
21 714
21 759
10 476

351 662
28 301
24 040
23 991
13 863

297 496
23 421
20 714
21 686
7 822

Note: "-" – denotes the absence of data.
* Source: compiled and calculated from the data provided by UNCTAD // http://unctadstat.unctad.org/ReportFolders/reportFolders.aspx/

It should be noted that the CIS countries import much
more ICTs goods than they export, which, incidentally, is
also characteristic of most developed countries, but the
volume of such import by the Commonwealth countries is
ten times (for Russia) and one hundred times (for the
other CIS countries) less than that of the leading countries of the world ICTs sector market. Again, the share of
Russian import, which ranks first among the CIS countries, amounted to only 1.1% of the world ICTs sector
production import in 2011, and the largest volume of ICTs
goods' import came to China, amounting to 16% of the
global import in this commodity group.
As for the export of ICTs services by the CIS countries,
the situation is somewhat better than the export of goods of
this group, but we still have to note a low level of competitiveness of the Commonwealth countries in the world market of ICTs services, as evidenced by both absolute and
relative performance. Leading positions among the CIS
countries in the export of ICTs services are held by almost
the same countries as in the export of this sector's goods –
Russia, Ukraine, Belarus and Moldavia. However, even the
largest volume of such exports, reached by Russia in 2011,
was 9.5 times less than the volume of the ICTs services
sold on the world market by the U.S. – the leading country
in this segment. The share of exports of Russia and
Ukraine in the world ICTs services export in 2011
amounted to only 0.8% and 0.36% respectively.

In this regard, it should be noted that Russia, Ukraine
and Belarus, at least, have the sufficient potential for increasing the volume of the ICTs services export. In
Ukraine, for example, domestic providers of this kind of
services have traditionally been more oriented to the external customers than to the domestic market. In 2010,
Ukrainian export of ICTs services reached 947 million USD
[3], while ICTs services' volume in the corporate sector of
the domestic market amounted to only 189 million USD [4].
Even with taking into account the provision of such services to the private users, their export exceeds the amount
of consumption in the domestic market by 2-2.5 times, that,
on the one hand, demonstrates the competitiveness of the
domestic ICTs services in the world market, and, on the
other, a lack of demand for these services from the domestic private entities. According to the international consulting
agency IDC, the market development of ICTs services in
Ukraine is constrained by the insufficient qualification of
both customers and services' providers, a high share of the
shadow economy and the dominance of corruption in both
public and private sectors [4]. Experts also point out the
imbalance in the consumption structure on the ICTs services market: in Ukraine more than half of such services
are provided to the financial institutions and communication
services, while in Eastern Europe this indicator does not
exceed 40%, amounting to 34% in Russia. These facts
show a lack of proper attention to the information technol-
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ogy from the industrial private companies and the low level
of its use, which, in turn, open up opportunities for the domestic companies supplying ICTs services to expand the
domestic demand for these services and realize the existing potential in this area. In addition, the increase of the
competitiveness of the companies providing ICTs services
in the internal market can also contribute to the expansion
of their export activities.
However, the conducted statistical analysis shows the
lack of competitiveness of the ICTs sector goods and services, produced in the CIS countries, and the lack of attention to the development of this sector in the aforementioned
countries at the state level.
Conclusions. As a result of the conducted research,
we can identify the following:
– opportunities that are created for the small businesses
due to the use of ICTs, i.e. the decrease in investments required to start a business, reduction of the time and cost of
business registration thanks to the functioning of the eGovernment, the increase of the sales volumes through the
use of the e-commerce channels, the opening of the new
kinds and directions of activity not only on the domestic, but
also on the foreign markets, the increase of the production
and efficiency of the production management system
through the reduction of the operating and transaction costs,
cheapening of the financial and credit operations based on
the use of the mobile payment systems and an increase in
production and sales of goods and services in the ICTs sector itself through the stimulation of the domestic demand and
the realization of the export potential;
– benefits that the widespread introduction of ICTs creates for the small businesses: greater flexibility and mobility, opportunities to risk without the significant losses and
better adaptability to the rapidly changing conditions compared to the large enterprises and corporations;
– benefits for the state, in which the small businesses are
actively developing with the use of ICTs: growth in employ.
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,

ment (including self-employment) and tax revenues, reduction
in payments to the unemployed, creation of the innovations on
the basis of growth in demand for products and services of the
ICTs sector, improvement of the investment climate in the
country through the strengthening of the ICTs infrastructure,
the development of the trade and investment relations with the
other countries, the reduction of the shadow economy sector
and the level of corruption facilitated by the simplification of the
procedures of starting and running a business and the use of
the e-Government facilities.
However, along with the highlighted advantages, certain problems significantly inhibit the large-scale use of
ICTs by the small businesses in the CIS countries, e.g. the
lack of the population's access to the Internet, underdevelopment of the information infrastructure, the absence of the
legal framework for the development of e-commerce in
most of the analyzed countries, the high cost of the mobile
applications, absence of the e-Government in most CIS
countries and a substantial lagging of the national exporters of goods and services in the ICTs sector compared to
the global market leaders in terms of sales and the market
share. The possibilities of overcoming these problems, as
well as the role of the state in the process of stimulating the
development and implementation of information and communication technologies, can open perspectives for further
research in this area.
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IMBALANCES IN THE FINANCIAL SYSTEM OF UKRAINE AND THEIR TRANSMISSION
TO THE SYSTEMATIC RISKS IN THE MONETARY STABILITY
The article examines the current state and major imbalances in the financial market of Ukraine, which are the source of risk to
the national economy and can significantly affect the monetary stability during the post-crisis period and the period of recession.
Threats that are associated with peculiarities of the institutional structure of the financial market of Ukraine are analyzed, namely,
on the one hand, the importance of banking institutions, and on the other – functional inadequacy of the banking systems in ensuring monetary and financial stability. The analysis shows that the weaknesses of the banking system have led to the accumulation of risks and structural misbalances in the Ukrainian economy which pose a danger to stability in the financial sector. Conclusions and measures are substantiated for the use of tools of monetary policy in order to strengthen monetary and financial
stability. Among them are: the necessity of changes in the methodological tools of assessment of the financial stability and accumulation of systemic risk in the economy, measures to manage the inflation risk as the main internal risk for Ukraine, ways of
enhancement of interaction between the banking system and the national economy through the interest rate benchmark.
Keywords: financial market, monetary stability, banking system, credit boom, financial institutions, systematic risk.

In recent decades the expansion of financial intermediation and, consequently, increase of the impact of financial institutions on the economy has been taking place.
This influence can be either stimulating and guiding nor
suppressing and devastating. Therefore theoretical basis
as the rationale of the financial system features becomes
especially significant which serve to economic interests of
the society in the financial sector.
Institutionally financial system is represented by a set of
agents that perform a number of wide functions (transformation, money creation and control of money supply, intermediary in payments, etc.) and specific functions (e.g.
act as backbone institutions whose activities affect the stability of the financial system and determine the financial
safety). In practice, these functions are difficult to clearly
delineate. Effective performance of the financial system is
provided by the existence of certain qualities and necessary structural organization. At the same time, these characteristics are not internally inherent for the financial institutions, they are provided through the development of the
legal framework in which a certain power, authority and
mission of different financial institutions is specified. In this
form the state creates the conditions for financial institutions for effective financial intermediation and risk management. However, the creation of such conditions should
be done on mutually beneficial basis and have predictable
consequences. It is expected that financial intermediaries
with sufficient potential in the detection and removal of
threats to financial stability will act on the financial market
in the interests of society and the state. The nature and
form of the financial system participation to ensure the
financial stability have begun to be perceived by the society in Ukrainejust recently. It is important to find the right
incentives for financial institutions to maintain financial
stability, even if sometimes it is contrary to commercial
interests. At the same time, it is necessary to develop the
society trust in the ability of financial institutions to influence financial stability in the country, to develop the quality requirements to the financial system in the context of
financial stability. These measures will help to establish
an efficient system to protect the economy of Ukraine
from the domestic and external shocks.
Studies of parameters that determine the ability of the
financial system to perform assigned functions were deployed in the study of the phenomenon of financial stability.
The most significant contribution to the study of these prob-

lems did Bernanke B., H. Shinazi, J. Stiglitz and F. Mishkin.
Research on the impact of financial institutions on the financial stability is carried out on a regular basis by the
specialists of domestic institutions that act as regulators in
different countries, including the ECB, Bank of England, the
Bank of the Netherlands, the Bundesbank, the U.S. Federal Reserve System, the leading international organizations, including the IMF, the Bank for International Settlements, institutions of WB.
The relevance of this problem becomes more complicated in the case of indefinite relations between elements
of the financial system, which is typical case for countries
with developing economies.
Thus, the aim of this article is to identify and summarize the problems and risks in financial markets that form
negative trends in the economy of Ukraine, particularly in
the monetary area.
Features of the economy of Ukraine after the crisis
2008.
The escalation of the crisis 2008 in Ukraine showed
that the financial system can be a conductor of global financial risks into the economy, even if it does not experience the problems that triggered the global financial crisis
in developed countries.
Economy of Ukraine can be characterized as a small and
open by international standards. Such kind of economy is
vulnerable to some of the internal and external factors that
have global or national influence and are challenges for the
financial system to preserve financial stability.
The openness of the economy is used to be evaluated
in two vectors: trade openness and financial openness.
The first one shows level of participation of the country in
world trade (measured as the ratio of imports and exports
to GDP), the second one estimates the degree of the involvement of national financial markets to global financial
flows (measured as the ratio of foreign assets and liabilities
to GDP). Figures 1 and 2 show the dynamics of financial
and trade openness for a group of countries during 20002008. As shown in the figure Ukraine had shown strong
growth of financial openness since 2005 in comparison to
other countries with emerging market. However, trade
openness of Ukraine for a long period had remained
roughly unchanged. This indicates the increase of the vulnerability of the Ukrainian economy from fluctuations in the
financial markets mainly(Ministry of Economic Development and Trade of Ukraine, 2012); (Liubkina O., 2012).
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DEVELOPMENT OF ANIMAL SECONDARY RAW MATERIAL MARKET AS A FACTOR
OF DIVERSIFICATION OF KAZAKHSTAN'S EXPORT POTENTIAL
Products of the recycling of livestock should become the most important part of the Kazakhstani export potential. Using recycled materials in the finished production cycle would significantly diversify the export component of national agro-industrial
sector of the Republic.The article proposes an approach to the placement of industries, processing secondary raw materials in
order to obtain market product with high added value, which will result in implementing the existing potential of the agricultural
sector of the state.
Keywords: raw material, diversification, export, economics potential, animal brceding.

Kazakhstan has always been considered to be one of a
largest cattle-breeding country due to its peculiar natural
conditions and work skills of local people. Up to the development of virgin and long-fallow lands in the mid-fifties
country's livestock was the main branch of agriculture. Despite the rapid development of agriculture since developing
the virgin land, the value of livestock in the economy of
Kazakhstan is still very high.
Livestock production has been key economic activity in
Kazakhstan for centuries and remains still one of the major
sources of employment, food, and earnings of rural people.
This branch of the agricultural sector is traditional in Kazakhstan due to national peculiarities of the population.
Locals living in a village cannot be imagined without their
own farms. From time immemorial, domestic animals
(horses, sheep, cows, camels) were the basis of the
"economy of a family" for Kazakhs.
From 1990 to 1998 the consumption of livestock products reduced by approximately 40%. Decreased consumers' income, high prices for animal products due to liberalization of prices, inflation, and the consumer's subsidies
abolition led to a sharp decline in the consumption of these
products. Fluctuation in the domestic market demand deteriorated sharply with reduced export markets.
Export of meat, the main export product until 1990, virtually disappeared after the demand in the former Soviet
Union countries fell, and meat export to other countries

was difficult due to the inland location of Kazakhstan, poor
products quality, lack of in international sales experience
and increasing restrictions on trade in the region. Compared to other Central Asian countries, the decline in the
industry in Kazakhstan was more serious, as Kazakhstan
had been the largest supplier of animal products to the
market of the Soviet Union throughout the region, including
supplying the Ministry of Defence, a large part of public
procurement (one of the largest meat processing plants in
Semipalatinsk provided the entire Soviet Union with its
production, as an example). Meat and wool processing
industry especially in the eastern and northern regions,
was highly developed. Many of related companies worked
only for export markets and livestock production in these
regions was oriented to the needs of the processing industry. Since domestic demand was less the conservation of
livestock population after the reform seemed less possible
than in other Central Asian countries.
The period of the establishing independent Kazakhstan
influenced the livestock industry, so in 1993-1994 such
factors as increase in fuel prices, food concentrates, food
additives and veterinary drugs, together with import growth
and other macroeconomic indicators, have led to a reduction of livestock in the country.
The total number of cattle decreased sharply from 1992
to 1998. This tendency varied in the regions of the country.
For example, the northern regions have lost about 72% of
© Konurbaeva Z., Zakimova A., Rahkimberdinova M., 2013
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the number of sheep herds, compared to 30% in the western region. At the same time with the change in livestock at
the beginning of 1990s the livestock production also
started to decline. From 1990 to 2000, meat production
decreased by 58%, milk production decreased by 31% and
wool production decreased by 78%.
The number of cattle in the country has decreased
from 9 to 6 million animals for the past 20 years. Meat
exports scored 180 000 tons, and today there is hardly
anything left. Quality characteristics of livestock have
been deteriorating. If earlier an average carcass cattle
slaughter weight was 230 kilograms, it has fallen to 156.
The share of animal meat in the national herd has decreased to 9%, and it should be raised to 50%. For example, in such exporters as the U.S. and Canada beef
cattle share is 75-85% of the total population.
Despite the decline in the livestock sector during the
years of independence, Kazakhstan's cattle industry has a
number of comparative advantages, which will enable the

sector to contribute significantly to revenue growth, employment and export potential of the country. These are
extensive, but little used pasture and hay land, flexible and
cheap industrial structure of small farms, as well as the
availability of cheap by-product of large-scale crops (feed
grain and oilseeds from food crops).
It seems that the further growth of the livestock will be
due to the industry's ability to realize the comparative advantages that have occurred during the years of independence. These are significant growth opportunities in the local
market in the medium term and export opportunities in the
long run. Growth of national income increases the demand
for livestock products in Kazakhstan.
At present the export of animal products is low, but
there are some opportunities in niche markets for high
quality products. The government is taking steps to improve the quality of the meat and to make adjustment to
accepted international standards, the most important of
which are given in Table 1.

T a b l e 1. Activities aimed at the development of livestock in Kazakhstan
1
2
3
4
5
6

Name of event
The program of development of small and medium farmers in the period from 2011 to 2015
Purchase of breeding animals for meat
Building feeding platforms
Building reproducers
Building modern centers of breeding cattle reproduction
Finance the first stage of the Project

For the implementation of these activities it is necessary to develop the following infrastructure: veterinary
stations, veterinary laboratories, equipment and transport, chemical laboratories, organizing and equipping
slaughter areas, personnel training for livestock and
providing veterinarians.
Implementation of the tasks will export 60 tons of meat
in 2015, and 120 thousand tons in 2020. Calculations show
that the Kazakh livestock has at least five-fold potential
starting from today. The genetic potential will raise the average daily gain to the required 1600 grams, and the output of meat will be 55-60%.
Meat producing industry in East Kazahstan region is
considered to be one of the largest branches with a share
of 11.4% in the total volume of marketable produce. The
region is referred to as a stock-raising in agricultural sense
and has productive capacity of 38 plants for meat
processing of all kinds of cattle.
The factors making the region one of the most
promising to formation and development of meat are as
follows:
– a positive trend of production growth of meat of all
kinds of cattle;
– availability and optimal placement of slaughterhouses
and meat producing businesses;
– the ability to recover large enterprises for processing
animal raw materials and the introduction of new
production capacities;
– potential foreign markets with large demand of meat
products.
Enterprises that are recommended to unite in meat production, are part of (or are themselves the basis) of large,
vertically integrated organizations – from the cultivation of all
kinds of cattle breeding to the production of finished products. It is intended to introduce deep processing of meat in

Showing
28 billion tenge
72 thousand tenge
60 pcs
50 pcs
North, South, East, West
148 billion tenge

11 regions and cities in the region, which, of course, will be
accompanied by the output of a large number of secondary
raw materials. Secondary raw materials can be further processed and used as a finished product or raw material for the
manufacturing products with complete production cycle. The
bill of goods, and recycled products and animal products and
their application are quite varied: from the textile and light
industry to cosmetics and engineering.
Since the most part of the secondary raw materials is lost
during slaughter, the main points of collection should be
placed at meat-processing plants and slaughter grounds.
The development of regional clusters of livestock can
solve not only the problems with meeting domestic needs,
but also to expand export opportunities in foreign markets
both through the expansion of the range of meat products
and through the production of exclusive products based
on recycling.
Quality criteria are of key importance in determining the
benefits of export of agricultural products. Therefore, the
priority should be given to issues of livestock breeding.
According to the studies conducted by the EastKazakhstan Scientific – Research Institute of Agriculture,
promising areas for pedigree sheep breeding were identified. Keeping livestock breeding will allow providing quality
conversion of sheep and then raising its productivity in
short terms. The success of pedigree stock-breeding depends on the state of primary and zoo technical breeding
records on a sheep farm. The proposed plan of pedigree
breeding involves considerable financial investments and
experienced personnel supply.
In the process of studying the state and prospects of
animal husbandry development in the East Kazakhstan
region the areas were classified in order to identify priority
ones, which are then to be recommended as a priority in
the processing and delivery of recycled livestock sector.
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Fig. 1. The algorithm for determining the yield of secondary raw materials in the slaughter of cattle

The algorithm involves the following steps: Step 1. The volume of meat produced in the priority areas is defined by the
data of official statistics. Particularly the information from statistical collection was used [1]. Summary information on the
amount of produced meat is given in Table 2.
T a b l e 2. Amount of meat produced in the priority areas of the East Kazakhstan region in 2011
Groups of Areas
Areas of the first order

Area
Tarbagatay
Urdjar
Zharmin
Abay
Ayagoz

Marketable meat (thousands of tons)
19779,2
16758,9
13017,8
Priority areas of the second order
11850,4
16034,9
Total
77441,2
Note – compiled by the author according to the East Kazakhstan Department of Statistics

Step 2 The coefficient of the output of the integrated recycling is calculated by formula 1.
i

Si

100%

Where:
– average integrated rate of recycled materials
output in various types of livestock slaughter Ci – the ultimate production of recycled materials in Si – total live
weight of cattle in tons

(1)

T a b l e 3. Basic data and calculations to determine the average ratio of the integrated recycling
Kind
of livestock (i)

Quantity produced meat in East
Kazakhstan in 2011(thousand of tons)

Recycled
materials output

m

p

Cattle
Small cattle
horses
swine
Total
*

i

58108,1
22607,2
11040,5
9923,7
101679,5

*

Cattle live
weight
m

S

i

0.42
0.29
0.26
0.5

i

Recycled materials
output, tons

i

1 0.01* p

c

i

58353,18
22672,95
11069,28
9973,568
102069

i

0.01* p * S i
i

24508,34
6575,156
2878,013
4986,784
38948,29

- the exit rate of recycled materials of different cattle types are taken from reference and normative [2, 3, 4, 5].
___

38948,29 / 102069 * 100

38,15

The calculations showed that the integrated recycled
output ratio is 38,15%
Step 3 Determine the amount of recycled materials in
the East Kazakhstan priority areas by formula (2).

V M*
(2)
Where: V – recycled materials amount M – produced meat
amount
average integrated coefficient of recycled materials output in slaughter of various types of livestock

T a b l e 4. Output recycled in priority areas of the East Kazakhstan region in 2011 (in tons)
Priority areas

Areas of the first order
Areas of the second order
Total

East Kazakhstan
areas
Tarbagatay area
Urdjar area
Zharmin area
Abay area
Ajagoz area

Meat produced,
tons, 2008

average yield differential
coefficient of recycled
materials

19779,2
16758,9
0,3815
13017,8
11850,4
16034,9
77441,2
* – Data taken from East Kazakhstan official statistics
** – calculated by the author

Quantity recycled
materials (V=M*
7547,504
6394,994
4967,435
4521,969
6118,724
29550,63

**

) tons
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Where:
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output in various types of livestock slaughter Ci – the ultimate production of recycled materials in Si – total live
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- the exit rate of recycled materials of different cattle types are taken from reference and normative [2, 3, 4, 5].
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38,15

The calculations showed that the integrated recycled
output ratio is 38,15%
Step 3 Determine the amount of recycled materials in
the East Kazakhstan priority areas by formula (2).

V M*
(2)
Where: V – recycled materials amount M – produced meat
amount
average integrated coefficient of recycled materials output in slaughter of various types of livestock

T a b l e 4. Output recycled in priority areas of the East Kazakhstan region in 2011 (in tons)
Priority areas

Areas of the first order
Areas of the second order
Total

East Kazakhstan
areas
Tarbagatay area
Urdjar area
Zharmin area
Abay area
Ajagoz area

Meat produced,
tons, 2008

average yield differential
coefficient of recycled
materials

19779,2
16758,9
0,3815
13017,8
11850,4
16034,9
77441,2
* – Data taken from East Kazakhstan official statistics
** – calculated by the author

Quantity recycled
materials (V=M*
7547,504
6394,994
4967,435
4521,969
6118,724
29550,63

**

) tons
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The calculations showed that the amount of recycled
materials in the priority areas in 2011 equals to 29550,63
tons. The expected effect can be differentiated by the
beneficiaries as follows:
– on a state scale – reducing the shadow economy of all
recycled materials, the development of manufacturing industries with innovative processing technologies, diversification
of export component in the agricultural sector; resourced
domestic processors of raw materials, ensuring the domestic
market with quality and eco-friendly products, expanding the
range of exports and profits on exports of goods with a high
level of local content, the intended using of investments in
agro-industrial complex (monitoring of expenditures), involvement of financial resources of specialized and private
institutions in the turnover, establishing a specialized agricultural bank, bank, developing related industries;
– across regions and districts – for rural areas – increase
the revenues of the district budget in the form of tax revenues, create new businesses in rural areas, promote livestock development in the area as a profitable agricultural
sector, and stimulate the introduction of livestock species,
create new jobs, increase in income of country people, an
additional source of revenue for private holdings, reducing
the outflow of people from rural areas, improve market, industrial and transport infrastructure in rural areas, loyal access to financial resources, develop small and medium-sized
enterprises in rural areas, form rural specific business – environment, attract experts and improve the professional
competency of the participants of recycling process [6].
We believe that this approach in locating industry,
processing secondary raw materials to obtain market products with high added value, will actualize the existing potential of agriculture.
The Kazakhstan's export potential should comprise
animal secondary raw materials recycled. The use of recycled materials in the finished production cycle would significantly diversify the Kazakhstan's export component of the
agro-industrial complex in. In addition, the constraints on
the production of export oriented products in the livestock
.
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sector can be divided into system or objective factors, not
influenced by anything, and subjective ones.
System factors include undeveloped markets for recycled materials, and in some cases, complete lack of demand, and lack of necessary facilities for transportation and
storage, as well as partial processing of raw materials in the
collection sites, low interest of agricultural structures in livestock breeding, a significant proportion of private livestock.
Subjective factors include the low level of skills in
processing industry, imperfect legal framework, the lack of
state support for processors of agricultural raw materials,
poor information and marketing support, poor transportation infrastructure. These factors together lead to inefficient use of recycled livestock. Export potential of the
country is closely connected to problems of transportation,
storage, gathering and processing. In general, providing a
comprehensive approach to recycling will be followed by
the export potential growth.
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