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ENTREPRENEURSHIP AS A DRIVER OF COMPETITIVENESS
OF THE CITY OF ALMATY

Abstract. At the present stage of economic development there is a dynamic growth of competition seen at all of
its levels. Studies based on economic nature of competition not just amongst countries and enterprises, but also
competition at the meso-level, among regions and branches.

It is obvious that the potential of the government is completely formed through the capacity of its combining
regions, as similarly seen in world affairs, which conduct competitive struggle in domestic markets. For this reason,
questions concerning formation of competitive environment at the regional level and its adequate assessment are
gaining primary importance, both for consolidation of provisions in the country, and for the purposes of elaboration
of appropriate programs of development and effective management of core capabilities and competitive advantages.
It s also important to note that, the understanding of the entrepreneurial potential of regions is the cornerstone of
competitiveness.

It is shown that timely and reasonable coordination and exposure of problems can increase the level of
competitiveness in the region from view of development of entrepreneurship in the social and economic
environment.

The article analyses the questions of regional competitiveness, business activity of Almaty city is analysed and
recommendations regarding the development of entrepreneurship to increase the level of competitiveness in the
region are given.

Keywords: Almaty city, entrepreneurship, competitiveness, regions, the Republic of Kazakhstan.

1. Introduction

Competitiveness of any economy is correlated with effective business management, social
responsibility of entrepreneurs, competitive strategies and tactics. According to international experience,
the active and fast-growing companies make a decisive contribution to development of economy and
increase in competitiveness of the country. In this regard, strong attention is given to the development of
entrepreneurship in the world. The analysis of the existing theories has indicated the importance of
development of entrepreneurial sector of an economy in order to increase the level of competitiveness in
the region[1].

Almaty city is one of Kazakhstan’s main cities with the status of a city of national significance and
plays an important role in the development of the national economy.

The following may be referred to as distinctive features and competitive advantages of the city: first
and foremost, high level of human capital development, well-developed financial infrastructure,
progressive educational system and world-class multifaceted sports and entertainment infrastructure,
unique natural and geographical environment that imply great opportunities for the development of
tourism and transport-and-transit potential.

—— 48 ——
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As for the issues of economy and development of entrepreneurship, it should be noted here that
almost all the indicators of the city are marked with leading positions in the respective ratings.

2. Brief Literature Review

M. Porter analyses competitiveness at the international markets, amongst countries and regions.
According to his view, the stronger is the competitive environment in the domestic market, the stronger is
the possibility of success of a company from this country in international markets[2].

It is necessary to mark out world famous scientists J. Schumpeter and P. Drukr, for their studies of
innovation and an entrepreneurship, modern researchers of regional economies and municipal authority L.
Abalkina, A.N. Yanina, V.P. Oreshina, to T.G. Morozov. G. Granberg in his book "Fundamentals of
Regional Economy" outlines the basic concepts and theories of regional economy as special branch of
science, methods of regional researches, forms and instruments for regulation of regional development. He
describes the structure of theories of regional economies as indicators of socio-economic development of
the region, as methods of analysis of interregional communications. Mathematical models of spatial and
regional economics are analysed [3 - 7].

Fatkhutdinov R.A. in the book “Strategic competitiveness” describes the methods for strategic
management of personnel, goods, the organization, an industry, the region, country.

Vlasyuk L.I. in the article "Effective regions: criteria and classification" organises effective regions
among where the regions involved in the resource production and recycling domain prevail. It is shown
that stability of factor distribution in the environment determines the established and perspective
specialization of regional economies.

Omarov A.K. in the article "Interrelation of Potential Production, Competitiveness and Investment
Attractiveness of the Region and Its Infrastructure Security" carries out the analysis and assessment of
attractive potential of regions of Kazakhstan, indicating evidence of interrelation of potential production
and effectiveness of the state support of entrepreneurship and infrastructure of regions [8].

Scientists indicate main tendencies the in development of the cities of Europe which also find
reflection in development of the Kazakhstan regions: on the one hand — decentralization, growth of
economic opportunities, on the other hand — globalization of economy, increase in the role of interstate in
decision making [9]. Globalization is expressed in expansion of international trade, liberalization of an
international movement of the equity, strengthening of influence of multinational corporations and global
restructuring of the industry [10].

These conditions give rise to a new phenomenon: the cities become "entrepreneur-cities" which are
actively in charge of resources to increase the competitiveness in economic, social and nature sectors for
the purpose of attraction of investment and people, which are capable to unite, mobilize localised social,
economic and political resources [11]. Therefore, the need for development of entrepreneurial sector is the
foundation of competitiveness, the driver of economic growth.

I. Begg considers the term "competitiveness" from two aspects: first, from a view of development of
city economy; second: in comparison to other cities. In this sense, according to him, competitiveness of
the city consists in protection of the market share (similar to the companies). I. Begg pays attention that a
capability of the city to compete depends on its main "attributes" determining attractiveness of the city as a
localisation of "city characters", and from strong and weak aspects of economic agents [12].

In order to make the city competitive, it is necessary to provide necessary localization conditions and
to help competitiveness of the enterprises operating in the city. Competitiveness of the city depends on
competitiveness of the firms located in it. However, in order to attract them to remain in the city, it is
necessary to provide conditions promoting competitiveness of the firms.

Therefore the attractiveness of the city is a synonym to its competitiveness as a location for different
types of activities. Moreover, the city has to be attractive not only for the enterprises, but, in conditions of
globalization, increase in the role of qualified personnel and innovations, and for the population which is
one of the major resources which the city can offer the enterprises. Another target group for which the
cities fight is highlighted — tourists, visitors who not only bring income to the enterprises of the city, but
also are the considerable data carrier about the city, which help to "put it on the map" [13].

V.F. Lever suggests that results of the competition can be expressed particularly in the income growth
in the city and creation of workplaces [14]. Nevertheless, there are many indicators of competitiveness of
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the city, we consider that the main, the most acceptable for measurement of competitiveness of the city is
the level (quality) of life and effective business.

3. Results

So, today the Gross Regional Product is more than KZT10.3 trillion. Where, if we consider this issue
in terms of industries and activities, we can find confirmation to what was said earlier about the
specialization of the city. In particular, the biggest share in the GRP structure is held by the volume of
wholesale and retail trade, namely 36%; followed by real estate transactions with a share of more than
11%, and finally, the third place is taken by the volume of services rendered in the field of finance and
insurance with the GRP share of 9%. The remaining part of GRP of more than 44% is represented mainly
by the service sector as well, and only a small part is represented by production activities. Thus,
professional services made up 7%, other services - 6%, information and communication services made up
6% too, logistics services as represented by transportation and warehousing amounted to 5%,
administration services made up more than 2%, education - 2%, healthcare and social services - about 2%,
accommodation and meals amounted to a little over 1%.

As shown in Figure 1, the activity in the agricultural sector is represented in a very small volume.
This is due to the fact that as a result of the expansion of the city boundaries, land areas that belonged to
the territory of the region were joined to the city, and this explains the absolutely insignificant share of
agricultural products in the Gross Regional Product, which is only 0.04 percent of the total mass.

The city of Almaty in its development is in harmony with the generally accepted trends for
megalopolises, which is reflected in the gradual transition from the industrial model of development to the
service model, mainly in the field of delivery of professional services, and the intensive development of
the specialization types such as retail business, financial services, business and city tourism, architectural
and other design services, and others.

Among the areas of services, we can distinguish those most important for the city, which form more
than 63% of the annual gross value added, such as wholesale and retail trade, real estate transactions and

financial services.

Figure 1 — AlmatyGrossRegionalProduct structure in 2016
Based on [15]
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The analysis demonstrates that Almaty has potential in the field of transport and logistics services,
financial sector and tourism.
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The foregoing is also supported by analytical data on the availability and use of human capital. In
Figure 2 we provide information on employment and remuneration in Almaty.

As can be seen in the Figure, the largest number of employees is registered in the field of trade and
education, which respectively take the first two places with 183,510 and 88,936 people employed,
respectively; followed by the industry and construction indicators, where 81,992 and 74,561 people are
employed, respectively. All the following positions are essentially occupied by the service sector, except
for the manufacturing industry that occupies the sixth position with 60,810 people employed.
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Figure 2 — Almaty employment and remuneration indices by industries in 2016
Based on [15]

The Institute for Social Research hasmaderelevant research to determine the level of the integrated
index of the infrastructure development, which shows the availability and level of development of
commercial and service infrastructure facilities in the regions.

Although the infrastructure in general and commercialinfrastructure, in particular,appears as a much
broader range of facilities, we have decided to focus on the four main components, namely, tourist
facilities, in the first instance, that promote the development of entrepreneurship in tourism.

Secondly, educational facilities, contributing both to raising the level of education of the population,
and to attracting to the region people aspiring to gethigh-quality quality education, thereby promoting the
development of entrepreneurship in the education sector.

Thirdly, facilities of the service infrastructure that influence the quality of services rendered to the
population and, accordingly, the level of development of entrepreneurship in the service sector.

Fourthly, these are facilities of the communicative infrastructure that provide necessary information
and communications to entrepreneurs and individuals.

Further, speaking of the entrepreneurial environment of the city of Almaty, we cannot avoid
mentioning the "Park of Innovation Technologies" Special Economic Zone. This innovation cluster is an
open scientific and technological platform created to develophigh-tech industries with high added value
and significant export potential. The basic vector in the cluster’s activity is targeted not only to the further
development of Kazakhstan economy’s priority sectors, but also to achieve the goal of diversifying the
economy as a whole.

The largest share in the structure of the city's entrepreneurship is held by the wholesale-retail trade.
Accordingly, it is important to provide a description of the sales markets in terms of domestic and foreign
markets with a breakdown by suppliers and buyers. The relevant 2015 data is given in Table 1 below.
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Table 1 — Almaty domestic sales markets in 2015

. Volume of . Volume of Balance of
Region Sha?e 1110 supplies, KZT Share in purchases, settlements,
supplies, % bln purchases, % KZT bln KZT bln

Atyrau region 32,7 7586,9 7,5 13284 6258,5
South-Kazakhstan region 19,3 4476,9 14,3 2516,9 1960
West-Kazakhstan region 15,1 3500,6 4.6 831,1 2669,5
Mangystau region 11,9 2751,8 4.5 809,3 1942.5
Karaganda region 5,1 1188,5 15,8 2792,5 -1604
Almaty region 3,9 908.3 9,2 1620 -711,7
Pavlodar region 3,5 803,1 1,9 333,6 469,5
Aktobe region 3 700,7 0,1 10,9 689,8
Astana 3 689,3 15,5 2733,9 -2044,6
North-Kazakhstan region 2,5 606,2 1,9 336,9 269,3
East-Kazakhstan region 0 7,4 8,5 14934 -1486
Akmola region 0 6,3 2,2 380,4 -374,1
Zhambyl region 0 0 5,9 1032,3 -1032,3
Kostanay region 0 0 5,5 9727 -972,7
Kyzylorda region 0 0 2,6 451,7 -451,7
TOTAL 100 23226 100 17644 5582

Based on [15]

As can be seen in the Table above, the largest suppliers to Almaty are the following four regions:
Atyrau, South-Kazakhstan, West-Kazakhstan and Mangystau regions, with an aggregate share of supplies
of more than 77%, while the remaining 23% account for the other 13 regions. And there five regions that

do not make any supplies to Almaty.

In general, as the Table shows, purchases of Almaty city exceed its sales by more than KZT 5,582

billion or 31.6%.

Table 2 — Product Supplies to Kazakhstan regions from Almaty in 2015

Products

Share in purchases, %

Volume of purchases, KZT mln

milk and cheese 12,1 2138
cocoachocolate 10,1 1774
non-alcoholicbeverages 9,8 1734
tobaccoproducts 7,3 1280
fruits and vegetables 6,5 1148
coffee and tea processing 5,9 1041
alcoholicbeverages 5,3 935
refined products 4,7 821
pharmaceuticalproducts 3,8 663
grape wines 3,4 601
soapanddetergents 3,1 542
beer 2,6 452
oils and fats 2,1 370
margarine 1,5 267
bread, flourconfectionery 1,5 258
construction products made of concrete 1,2 214
other 19,1 3406
TOTAL 100 17644

Based on [15]

Further, we can distinguish sales that make up more than 5%, namely tea and coffee processing in the
amount of KZT 1 billion or 5.9%, and alcoholic beverages processing in the amount of KZT 935 million

or 5.3%.
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The remaining supplies do not exceed 5% of the total mass of sales in the amount of about KZT 7,6
billion.

Thus, the analysis of the domestic markets data in terms of regions and products has shown that there
is a wide spread of data, which in turn evidences uneven ratios between the regions and in the demand for
products.

Different flow of goods from the regions to Almaty and back from the city to the regions evidences
the existing difference between the needs of the regions, on the one hand and demonstrates the
opportunities for diversification and optimization of supplies, on the other hand.

Table 3 - Almaty Foreign Trade Turnover in 2015

. Share in supplies, Volume of Share in Volume of Balance of

Countries export, % supplies, USD purchases, purchases, settlements,
’ thous. import, % USD thous. USD thous.

Russia 17,15 462389 33,87 3179704 -2717315
Ukraine 16,25 438142 1,48 138543 299599
China 9,78 263648 18,19 1707591 -1443943
USA 9,9 266992 3,98 373988 -106996
Uzbekistan 6,91 186190 186190
Poland 4,99 134636 134636
Kyrgyzstan 4,21 113464 113464
United Kingdom 3,13 84520 84520
France 2,53 68286 2,33 219071 -150785
Germany 2,52 67850 5,35 502273 -434423
India 2,07 55702 55702
Switzerland 2,02 54385 54385
Tajikistan 1,73 46531 46531
Turkey 3,14 294521 -294521
Ttaly 2,67 250362 -250362
Japan 2,37 222177
Turkmenistan 2,12 199354
Vietnam 2,06 193480
Democratic People's
Republic of Korea 1,48 138622
other 16,81 453184 20,96 1967569
TOTAL 100 2695919 100 9387255 -4423318

Based on [15]

As shown in the Table above, in this case there is also a serious gap in the ratios between the volumes
of exports and imports, with imports almost 3.5 times higher than exports. This points to the fact that the
region has a good reserve for export sales growth.

Further, the analysis of the data given shows that among the main suppliers and buyers in the
international trade system of the city there are the same countries. They are Russia, Ukraine, China and the
United States, which account for more than 53% of exports and about 58% of imports. Almost for all of
them, except for Ukraine, imports dominate over exports, the biggest gap is observed in the positions of
Russia, where the excess is almost 6.7 times; this indicates that Russia is the main supplier of goods for
Kazakhstan and the consumer of Kazakhstan's products. Hence, we have shown that this region has quite
good opportunities for growth in trade, both within the country between the regions, and in international
relations with the countries of near and far abroad.

4. Conclusion
In general, the entrepreneurial potential of Almaty can be determined as a high one with good

prospects for further development. While at the heart of this optimistic forecast lies first of all, the quality
of human capital, both in the professional and scientific aspect.
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Secondly, the geographical location of the city at the junction of the road infrastructure, and Almaty’s
special natural areas that favorably promote the development of tourism.

Thirdly, compliance of the city's specialization with all the standards of a large megalopolis: these are
services, education, finance, trade, communications, transport and other factors that are fully represented
in the city and have prospects for substantial growth.

REFERENCES

[1] Porter M. (1998) Competitive Strategy: Techniques for Analyzing Industries and Competitors (134), 123-129.

[2] Enright M.J. (2000) Survey on the Characterization of Regional Clusters: Initial Results. Working Paper, Institute of
Economic Policy and Business Strategy: Competitiveness Program, University of Hong Kong

[3] Joseph A. Schumpeter (2005) History of Economic Analysis: With a New Introduction Revised Edition

[4] Humphrey J., Schmitz H. (2000) Governance and Upgrading: Linking Industrial Cluster and Global Value Chain
Research. IDS Working Paper Ne 120,

[5] Castels M. (2004) The Power of Identity, The In formationAge: Economy, SocietyandCulture, Vol. II. Cambridge, MA;
Oxford, UK: Blackwell

[6] Berg L., vander, Braun E. (1999) Urban Competitiveness, Marketingand the Need for Organising Capacity //
UrbanStudies. Vol. 36. No, 5-6. Pp. 987-999

[7] Ananicheva, S.R. (2012) The Commonwealth of Independent States: A Textbook. Publishing house of the Pacific
University, Russia.

[8] Ananicheva, S.R. (2013) Characteristics of integration and disintegration processes in the post-Soviet space Publishing
house of the Pacific University, Russia.

[9] Gill, I. (2014) Diversified Development: Making the Most of Natural Resources in Eurasia. World Bank, 398.

[10] Eurasian Economic Commission. — URL: www.eurasiancommission.org (accessed: 11.02.2018) [in Russian]

[11] Non-tariff barriers in the EAEU. — URL: http:/freepolicybriefs.org/2016/02/29/non-tariff-barriers-and-trade-
integration-in-the-eaeu/ (accessed: 11.02.2018) [in Russian]

[12] On the main socio-economic indicators of the Eurasian Economic Union.Analytical review of ECE. Eurasian Economic
Commission website, URL:
http://www.eurasiancommission.org/ru/act/integr_i_makroec/dep_stat/econstat/Documents/Indicators201612

[13] Reinert E.S. Competitiveness and its predecessors - a 500-year cross-national perspective STEP GROUP, Report Ne 03-
94, Oslo, 1994

[14] Fathutdinov R.(2005) Strategic competitiveness. 504 c.

[15] Ministry of National Economy of the Republic of Kazakhstan Committee on Statistics, URL: http://stat.gov.kz/faces

[16] Indices of the volume of completed construction works in the EEA member states. The site of the Eurasian Economic
Commission.URL:http://www.eurasiancommission.org/ru/act/integr _i_makroec/dep_stat/econstat/Pages/construction.aspx

[17] Analytical review of ECE.The site of the Eurasian Economic
Commission.URL:http://www.eurasiancommission.org/ru/act/integr_i_makroec/dep_stat/econstat/Documents/Indicators201612.p
df C.18.

[18] Indices of cargo transportation by mode of transport.Website of the Eurasian Economic Commission.
URL:http://www.eurasiancommission.org/ru/act/integr_i_makroec/dep_stat/econstat/Pages/transport.aspx

[19] The IMD World CompetitivenessY earbook — Institute of Management Development, 2014.

[20] Kaplinsky R. Spreading the gains from globalization: what can be learned from value chain analysis? IDS Working
Paper Ne 110, 2000.

E.9mip0exy bl M. ®@. I‘pena2 , A. Taza6ekosa’

'Ka3akcTaHIbIK SKOHOMUKA, KapKbl JKOHE XaJIbIKapaIIbIK Cay/la yHHBEPCHTET;
Canrpsro ne Kommocrena Yaupepcuteri;
*«Hapxo3» Yuusepcureri

KO9CIIIKEPJIIK AJIMATBI KAJIACBIHBIH BOCEKEJIECTIKKE
KABUIETTIJIII'THIH ®AKTOPBI PETITHJIE

AHHOTauMsl: DKOHOMHUKAHBIH NaMYBIHBIH Ka3ipri Ke3eHiHIe OoceKenecTik OapiblK IeHreinmepinae OermceHmi
amyga. BocekenecTiKTiH YKOHOMHUKAIIBIK CHIIATBIH 3€PTTEy TEK eJJiep MEH KOCIMOPhIHIAp apachlHIa FaHa emec,
COHBIMEH KaTap eHipJiep MEH callaap apachblHIa, SFHA Me30 JCHIeH e JIe ©3€KTi OOJIBII KeleTi.

MeMJIeKeTTiH dJIeyeTi TOJNBIFBIMEH OHIPIIEPAiH dJeyeTi eceOiHeH KalblnTacabl, Oy dlIeM/IK ypicTepre ykcac
1K1 HAPBIKTA 18 O9CEKeIece .

CoHJbIKTaH, OHIpJiepAiH Oocekere KaOUIeTTUINH KaJbIITACTBIPY >KOHE OHbI Oapabap Oaranay eiMi3IiH
MO3UIMSCHIH HBIFAWTY, COHIAW-aKTHICTI Jamy OaraapiaMaiapbiH 93ipiey jkoHe Oap oleyeTTi jkoHe OdceKelecTiK

— 54 ——



ISSN 2224-5227 Ne5.2018

apTHIKIIBUTBIKTAPABI  THIMII Oackapy MaHB3ABI Ooibin  TaObuTanpl. bocekere KaOUTeTTINIK, €HAJIIBIMEH,
afiMakTap/bIH KOCIIIKEPJIK dJieyeTiHe Heri3/IeNreHiH TYCIHY MaHbI3/Ibl.

Kes-kenreH 5KOHOMHKaHBIH Odocekere KaOUIeTTUNiri OM3HECTIH THIMAI IKYpri3ilyiMeH, KOcCINKepiepaiH
QJNIEYMETTIK JKayanKepIIiTiriMeH, CTpaTreruss MeH TaKTHKaHbIH Oocekere KaOuieTTuriri MeH OaiiaHbICThI.
XanblKapajblK TaKipuOere coiikec, OeJICEHI JKOHE JKbUIJAM JaMBbIll KeJjie JKaTKaH KOMIIaHWsUIap SKOHOMHKa
JlaMybIHA JKOHE eJJIiH Oocekere KaOUIETTUIrH apTThIpyJa HICHIyIm yJjec Kochin kenemi. OcbiFaH OaillaHBICTHI
qneM/Ie KOCIMKEPITIKTI JaMbITyFa aca Hazap ayaapbuiajabl. KojamaHbICTarsl TEOPUSUIAP/IBI T Iay aiMaKThIH Oocekere
KaOIJIeTTUIITiH apTThIPY YIIiH SKOHOMUKaHbBIH ON3HEC CEKTOPBIH JaMbITY IbIH MaHbI3/IbIIBIFBIH KOPCETTI.

OJIeyMETTIK-OKOHOMHKAJIBIK OPTaJa KACIMKEPIKTI JaMbITy TYPFBICHIHAH alMakThIH Oacekere KaOuIeTTiik
JIEHreiiiH apTTRIPY MOCeTeNIepiH MIEHIeTiH KoHe OailIaHbICTHIPY YaKBITHUIBI )KOHE OPBIH/IBL.

Maxkaraga eHipiik Oocekere KaOUIETTLMIK Mocelenepi KapacThIphUIFaH, AJIMATBHl KallaCHIHBIH KOCIMKEpPIIiK
KBI3METI TalJaHFaH >KOHE alMakTBIH Oocekere KaOUICTTUNTiH apTTBIPYy YIIIH KOCIKEPIIKTI JaMBITyOOWBIHIIA
YCBIHBICTAp Oepimi.

Tyiiin ce3nep: Anmarsl KaJlachl, Kcinkepiik, Oacekere kabinerriniri, Kazakcran PecryGnukacot

VK 33.338
JEL R13

E. Omip6exyasi |, M. @. I'pena’, A.Taza6exosa *

'Kasaxckuii yHHBEPCHTET SKOHOMHKH, (DMHAHCOB M MEXKyHAPOIHOM TOPrOBIIH;
*Vuupepcuter Cantbsro ae Kommocrena;
*Yungepcurer «Hapxo3»

HOPEAITPUHUMATEJIBCTBO KAK ®AKTOP POCTA
KOHKYPEHTOCHOCOBHOCTHU I'. AIMATBI
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