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THE SEARCH FOR THE EFFICIENT BUSINESS MODEL
FOR THE DAIRY SECTOR IN KAZAKHSTAN

Abstract. The article is devoted to the analysis of the problems and perspectives of the organizational
development of the dairy industry in the context of the problems of sharp growth of the productivity of labor and
export of processed products set in the last message of the President to the people of Kazakhstan. The analysis of
organizational innovations, modern business models used by the AIC, is carried out. The accumulated problems and
the main development trends that have manifested itself in the dairy industry in Kazakhstan over the past two years
have been analyzed. It is shown that there is a stable solvent demand for milk and dairy products in the present time,
which is still largely satisfied by retail sales of its production by small producers. Prices have been steadily rising;
accordingly, all enterprises of the dairy industry have prospects for the further development. However, no new
business models are being implemented and are not even planned in the State Program for the Development of the
Agro-Industrial Complex adopted last year. It is established that the development of dairy enterprises does not bring
Kazakhstan closer to the solution of the task set in the President's message to increase labor productivity and the
share of exports of processed products over the next five years. The results of a survey of the owners of milk
processing enterprises and dairy farms of the East Kazakhstan, Zhambyl and South-Kazakhstan regions, which over
the past two years have been actively involved in sectoral integration processes, are presented in the work.
Evaluation of the willingness of the economic agents of the dairy industry to participate in new business models,
network structures of small business integration in the value chains of large enterprises has shown the demand for
the development of a qualitatively new information and analytical support for forecasting and planning the formation
of new business models in the dairy industry in Kazakhstan.

Key words: dairy industry, business model, organizational innovation, network structure, integration process,
economic agent, system integrator, information system.

Introduction. In the message of the President to the people of Kazakhstan dated January 10, 2018,
the enterprises of the agro-industrial complex (AIC) had been given a task to increase labor productivity
and export of processed products "at least 2.5 times over the next five years" [1].

This should be fully applied to the Kazakhstani livestock, in particular, to the dairy industry. The
country has a significant natural potential for the development of a dairy herd of pasture and, accordingly,
milk production, which, due to its high qualities, can experience the special demand in world markets.

However, the achievement of the goals set in the message is hampered by a number of problems.
Among them, as noted in the State Program for the Development of the Agro-industrial Complex (2017),
is insufficient supply of fodder, a low proportion of the breeding stock of animals, inadequate sowing
areas for fodder and forage crops, irrational use of pasture lands, incomplete coverage of farm animals
with the veterinary and preventive measures, [2].

The message outlines the main ways to solve the problems of the industry, which are presented as
"smart technologies", including the transition to the modern business models that ensure an increase in the
effectiveness of economic interaction and cooperation of all sectors in the value chain of agricultural
enterprises [1].

According to O. Sabden, the goal of transition to the new business models is that "small business
from an almost isolated subsystem of the national economy should turn into an organic part of a single
production and the financial complex ... it is necessary to create conditions in which large business in the
process of cluster formation massively involves small businesses in their activities" [3].
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Methods

The aim of this research is to analyze the problems and prospects for the organizational development
of the dairy industry in the context of sharp growth in labor productivity and export of processed products

Analysis of secondary (previously collected by other researchers) information, as well as statistical
data, used in:

— considering modern business models of the agro-industrial complex - network structures for
integrating small businesses into the value chains of large enterprises;

— analyzing the accumulated problems and the main development trends in the dairy industry in
Kazakhstan over the past two years;

In order to assess the willingness of the economic agents of the dairy industry to participate in the
new business models, we conducted a survey among the owners of the milk processing enterprises and
dairy farms in East Kazakhstan, Zhambyl and South Kazakhstan regions, which over the last two years
took an active part in integration processes in the sector.

Interviewing is a used method of collection of primary data in the study, including open questions,
semi-structured and carried out by phone. 58 respondents agreed to participate in the interview. The main
condition of participation was anonymity: the non-disclosure of personal data and commercial
information in relation to the name of enterprises.

In the process of the analysis of collected data, the qualitative methods of analysis were used: the
number of respondents is insufficient for applying mathematical statistics methods. However, according
to authoritative experts, when using qualitative methods of analysis, the number of respondents may be
small; statistical analysis of data, as a rule, is not carried out [4]; the results of qualitative analysis are
easier to identify cause-effect relationships, compared with quantitative methods of analysis [5].

Literature review

1. The competitiveness of the processing enterprises of the agro-industrial complex at the end of the
last century became critically dependent on their ability to accommodate the main business processes and
management models on the basis of unified information channels with their suppliers and customers
throughout the supply chain. Methods of solving this problem were considered in the concept of the
Supply Chain Management (SCM) [6].

After decades, with the onset of the " grave new world: the end of globalization" [7] the use of the
food resources by the economically developed countries as an instrument of geopolitical domination over
other countries led to the global transformations in the world food market:

— the redistribution of the food flows between developed and developing countries;

— transition from the "the steadily low prices era" to the period of the high price volatility;

— the shift of the market from the limited demand model to the limited supply model [8].

In recent years, active use and further improvement of the methods of state protectionism have been
observed throughout the world. The main trend of the world food market is tightening protectionist
policies and ignoring the international trade rules and rules formed in the 20th century [9].

2. The term "cluster" has been used to refer to "a group of geographically neighboring interrelated
companies and related organizations operating in a particular sphere, characterized by the common set of
activities and mutually complementary” (for analyzing the degree of coherence of actions of independent
economic entities, one of the methods of mathematical statistics, the so-called cluster analysis) [10].

The term of "cluster" as a "statistically established class of related elements in a certain aggregate of
them" is still used in many fields of science - chemistry, physics, sociology, astronomy [11].

However, in the Economics of the 21st century,

- when household incomes are steadily declining for already two decades [12];

- when specialists have proved that several decades of continuous economic growth in the 30-70's of
the twentieth century does not at reflect the general laws of the world development, but are merely "a
consequence of the accidental coincidence of several historical events" [13];

- cluster analysis has largely lost its predictive power in assessing the coherence of the actions of
independent economic entities [14,15].

A kind of "structural embodiment" of the SCM concept mentioned above was the formation of the
qualitatively different business models that are described in the modern economic literature in terms of
"networked integrated structures" and "integrated corporate entities" [16,17].
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In fact, this is the same socio-economic phenomenon that has been once referred to as the "cluster”.
However, to describe their formation, very different mathematical methods are now used: the so-called
multi-agent modeling [18,19,20]. Therefore, in this study, we will treat them as network structures for the
integration(NSI) of enterprises in the AIC.

3. Most of the enterprises of the AIC, being formally independent and independent subjects of the
market, nevertheless, are not self-sufficient and investment-attractive, unable to develop on the principles
of self-sufficiency and self-financing, to participate fully and on an equal footing in inter-industry
competition. The general trend in the development of the agro-industrial complex is the formation of NSI,
which includes enterprises of all segments of the value chain "production (crop and livestock production)
- processing (food industry) - distribution (wholesale and retail trade)" [9].

NSI is a set of economic agents carrying out economic activities, which, unlike a corporation, may
not have a certain legal status and formalized organizational structure. This is a complex multi-level
socio-economic system that has a distributed management system with an informal coordinating center (a
system integrator) [16].

The mechanism of formation of NSI is described in studies on economic sociology [21,22]. The main
structural component of the NSI is not a subsidiary company (as a holding company), but an economic
agent that can have a variety of organizational forms and legal status. In other words, the NSI in principle
does not have an organizational structure. This is an informal business community, "whose agents can
directly interact with other organizations, integrate into their structure or, conversely, exit from them
depending on the market situation” [23].

4. A distinctive feature of the NSI is that their existence in principle is impossible without a realistic
strategy. The strategy induces independent economic entities to follow the rules of interaction established
for the participants of the NSI by her informal management center - a meta-agent, a system integrator. If
they consider that the strategy is not effective enough, they will simply leave it, they will find another,
more efficient, system integrator.

The special difficulty of strategic planning for the meta-agent - the system integrator of the NSI is
that the system of concepts describing business processes does not coincide with the system of concepts
used in strategic planning [17].

The activity and structure of the NSI are described with the help of a qualitatively different terms:
institutions, agents, formal and informal rules governing their interaction, and so on. Even the basic terms
of the theory of strategic management of organizations are difficult to apply without additional
qualifications and explanations. The "classical" methodology of strategic planning cannot be used by the
system integrator at all.

Results

1. Average per capita milk consumption in Kazakhstan is 235 kg per year, while in European
countries this figure is more than 400 kg per year [24].

The Kazakhstani dairy industry is not yet able even to provide the population of the country with a
quality product.

The main producers of raw materials for the dairy industry in Kazakhstan are personal subsidiary
farms with the number of one to five head of cattle. Currently, these farms provide, according to different
estimates, 80 to 85% of marketable milk for industry. The number of cows in private households is 86%
of the total number of livestock; 94-95% of dairy products produce 167 thousand peasants and 2 million
200 thousand subsidiary farms [25].

Significant dispersion of the dairy production on small-scale farms, with non-compliance with the
ration of feeding and keeping animals, as well as equipment for storing and cooling milk, adversely
affects milk yield and quality. From the average Kazakhstani cow, 2233 liters of milk are annually
obtained, while in Russia the corresponding figure is 3,500, in Belarus 3000 liters, and Germany 6923,
Canada 7962, and in the USA 9219 liters [24].

As noted in the "State program for the development of the agro-industrial complex of the Republic of
Kazakhstan", the share of premium milk in Kazakhstan occupies only 2-3% of the production volume, a
small portion is occupied by the first grade, the bulk belongs to second-class milk.
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Milk produced in such farms falls on industrial processing in a very limited amount, because in most
cases it is irrationally used for personal consumption and sold through unofficial channels. Only about a
third of milk produced in Kazakhstan undergoes industrial processing. Milk processing enterprises
provide only 27% of the country's consumption of packaged milk; while the production capacity for
industrial milk processing is not used in full [2].

2. As the analysis has shown, over the past two years, integration processes among the small
producers of marketable milk have intensified in the dairy industry (association in agricultural production
cooperatives):

— in the Zhambyl region, about 700 small and subsidiary farms joined several dozen cooperatives;

— in the South-Kazakhstan region, by the forces of 20 cooperatives 33 module milk reception stations
were opened,

— in the Kokchetav region, four milk processing enterprises receive marketable milk from 530
personal farmsteads, united in 15 cooperatives;

—43 and 7 points of milk reception have been created in the Aktyubinsk region.

At the same time, construction of milk-processing farms in milk processing enterprises continues in
Kazakhstan. Thus, in the Almaty region, Adal company found a solution to the problem of the shortage of
raw milk, creating a production complex so-called "farm-plant". The livestock of this farm is more than
1000 milch cows; from 2014 to 2017, the average milk yield was increased from 5 thousand to 7.5 liters
per year; total investment in this project amounted to about 5 billion tenge

However, such a large-scale investment can afford a few enterprises of the dairy industry. In the East
Kazakhstan region, three dairy processing companies combine support for agricultural cooperatives (36
milk reception points for small producers) with the construction of their own dairy farms (they have
already built 37)/

3. The most interesting, in our opinion, results of our survey of managers of milk processing
enterprises and dairy farms are illustrated in the diagrams of Fig. 1-3

other

dependence of the enterprise on business
partners

increase in the company debts

improving the quality of products

stability, confidence in the future

growth in output

Figure 1 — The structure of answers to the question: What
is the most significant result of participation in sectoral integration processes?

As we see, for the majority of respondents, the most significant changes are an increase in the
company's debts and an increase in the company's dependence on business partners; in the prospects for
growth in output and confidence in the future, most respondents are not at all sure about the answer.
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other

the dependence of the enterprise on
business partnerships, the...

as a natural and spontaneous

as requiring compliance with many new
rules and documentation

as insufficiently thought out, we had to

. ain
learn from our mistakes

as reasonable, rational, effective

Figure 2 — The structure of the answers to the question: How do you assess
the integration processes in which your enterprise took part?

The respondents' assessment of the practice of sectoral integration ("formation of clusters") is

negative: the procedures are not sufficiently thought out, they had to learn from their mistakes; They are
now required to comply with new rules and documentation.

other h 3

itis not a good idea - 5

everything is fine _ 10

in other financial terms 17

in improving

in additional information for participants _ 37
I—— s

10 20 30 40

o

Figure 3 — The structure of answers to the question: In your opinion, are integration procedures
("formation of clusters") needed? (you can choose two answers)

As we have observed, in the opinion of the overwhelming majority of respondents, the main problem
is not the terms of financing, but in the lack of information.

Discussion of findings

1. Up to the current date, the country has maintained a stable solvent demand for milk and dairy
products, which is still largely satisfied by retail sales of its products by small producers. Prices are
steadily growing [26]; accordingly, all enterprises of the dairy industry have prospects for development.
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However, no new business models are being implemented, which is also not even planned in the State
Program for the Development of the Agroindustrial Complex (2017) [2].

The development of dairy enterprises does not bring Kazakhstan one step closer to the solution of the
task set in the President's message to increase labor productivity and the share of export of processed
products grow over the next five years "at least 2.5 times" [1].

Obviously, this requires the development of the industry development strategy with a focus on
organizational innovation.

2. The scientists of Kazakhstan have previously repeatedly developed organizational innovations for
the dairy industry.

So, A.K. Zhumaev (2009) carried out mathematical modeling of the Kazakhstani dairy market and
its’ production and solved a number of tasks of multiply connected management of a large dairy company
(that strategy for the development of the dairy industry, which in practice was implemented by Adal
company) [27].

G.N. Nakipova, M.Zh. Kamenova and K.A. Akhmetova (2013) have analyzed integrated accounting
of multidirectional trends in the production, distribution and consumption of dairy products, extrapolation
and exponential smoothing methods were developed [28].

However, these studies do not answer the main question facing the dairy industry: how to improve
the efficiency of the interaction of small/micro businesses and large processing enterprises in the context
of the problems of sharp growth in labor productivity and export of processed products.

Conclusion

In our opinion, to address this issue as a promising new business model of the dairy industry should
adopt the NSIL

As a result of our survey among the participants of the milk processing enterprises and dairy farms,
we were convinced by the demand for the development of a qualitatively new information and analytical
support for forecasting and planning the formation of NSI enterprises in the dairy industry.

The information system, without which, in principle, it is impossible to form the network structures
of economic agents, should provide the following:

- exchange of information between all active and potential NSI participants;

- the unity of formal and informal rules of doing business in the NSI;

-analytical support for making timely and adequate managerial decisions by the system
integrator/meta-agent.

To solve the first two tasks, it is quite enough to create an Internet server, which publishes all the
working materials with detailed headings available to network participants; electronic mailing lists (based
on e-mail and Internet forums) on specific topics of the project and sub-projects, as well as an information
portal that will cover the activities of network participants.

In order to solve the third task, analytical support of the system integrator/meta-agent acceptance of
timely and adequate managerial decisions, it is necessary to develop a special information system
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KA3AKCTAHHBIH CYT OHEPKOCIBI TUIMAI BU3HEC YJII'ICIH I3JEYE

AnHoTtanus. byn makana En6acsinbiy Kazakcran xanksiHa apHaraH. JKongayblHaa OenriieHreH eHOeK eHIMIUIINiHIH
KYPT ecyi JXKoHE OHJEIreH OHIMJIEPAl 3KCIOPTTay Macesenepi OOWBIHINA CYT ©HEPKOCIOiHIH YHBIMIBIK JaMybIHBIH
npoOiemManapsl MEH HepCIeKTHBAJapblH TalJayFa apHairaH. YHBIMIACTHIPYNIBDIBIK WHHOBaNMsuIapra, srHH AOK
KOJIJJAaHATBIH 3aMaHayd OW3HEC-YITiIepre Tajauay *yprisiiii.
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Counrbl eki xbl1a KazakcTaHHBIH CYT ©HEPKOCiIOiHE KOpiHic Tayblll, XKUHAKTAIFaH IpobaeManap >koHe Herisri gamy
TEH/ICHIMSIAPHl KapacCThIPbUIABL. BYriHTI TaHIa CYT JKOHE CYT OHIMJEpi TYpaKThl TejeMre KaOileTTi CypaHbICKa He
eKeHJIri alKblH KepceTinai, Oyl CypaHbBICTHIH 0achIM Oeuliri oii KyHre AeiiH IIaFblH OHAIPYIIUIEpAIH 63 eHIMAEpiHiH
Oeurmrek cayaamapbl apKbUIbl KaHAFaTTaHIBIPBLTY IA.

Baranap TypakThl TYp/e ecy/ie; THiCiHIIe, CYT OHepKaciOiHaeri OapIiblK KOCIIOpbIHAAp JaMy [EepCeKTHBANapblHa He.
JlerenMeH, emkaHaail xxaHa OU3HeC yIriiep iCKe achIpblMay/ia - OYJI TiNTi 6TKEH XKbUIbl KAObUIIaHFAaH ATPOOHEPKICINTIK
KeUIeH/ 1 JaMbITyAbIH MeMileKkeTTik OarnapiaMachinaa aa sxocnapianbarad. CyT KOCIIOPBIHIAPBIHBIH AaMybl i Je Oonca
Kazakcran Ilpesunentinin JKongayslHaa KOWBLIFAH anjgarbl Oec kbulga €HOCK OHIMILIITIH apTThIPY JKOHE OHJICITCH
OHIMJIEpAIH OSKCHOPTHIHBIH YJIECiH YyiFaiiTyra OarbITTalFaH MiHAETTepAi oOpblHAayra Oip Kagam Oonca Ja
JKacaMaNTBIHIBIFBl aHBIKTAJI/IBL.

CoHFBI €Ki KbUIa OHEPKICINTIK MHTErpalusIbIK yaepicrepae Oencene atcaibickan Ibirbic Kazakcran, KamObin
skoHe OHTycTik KaszakcTaH oONBICTApBIHAAFBI CYT OHAIPYIII KOCIMOPBHIHAAP MEH CYT (epManapblHbIH OaclIbuiapbIHaH
QJIBIHFAH cayalHaMa HOTIbKellepi ychiHbuTyga. CYT eHEpKoCiOiHIH SKOHOMHKAIBIK areHTTEepiHiH jkaHa OH3HeC yIirize,
HIaFbIH OM3HECTEPMAiH ipi KOCIMOPBIHAAPIBIH OHAIPY-OTKI3y Ti30eKTepiHe Oipiryaeri >KeNmimiK KypbUIBIMAA KaThICYFa
JAWBIHABIFBIH Oaranay jkaHa calajbl aKIapaTThIK XKoHE OO/DKay aHAIUTUKAIBIK KOJNJAayldbl JaMbITy KaKCTTUIINiH >KoHE
KazakcTaHHBIH CYT ©HEpKICiOi YIIIiH )kaHa OU3HEC YITUIepiH KAIBINTACTRIPYIbI )KOCHApiiay KaKeTTUTIrH alKbIH KOPCETTI.

KinT ce3nep: cyr eHepkacibi, Ou3Hec yIri, YHBIMIACTHIPYIIBUIBIK HHHOBAIUS, XKEIIK KYPbUIbIM, HHTETPALIUSIIBIK
MpoLEeCcC, SKOHOMHUKAJIBIK areHT, )KYHeIiK HHTerpaTop, aKnapaTThIK XKyiie
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MOJIOYHAS OTPACJb KA3AXCTAHA B IOMCKE D®®EKTUBHON BU3HEC MOJIEJIN

AHHoTanus. CTaTbs NOCBSILEHA aHANU3Y NPOOIEM U NEPCIEKTUB OPraHU3aLUOHHOIO Pa3BUTHS MOJIOYHON OTpaciIH
B KOHTEKCTE 3a/1a4 PE3KOro PocTa MPOU3BOIUTEIFHOCTH TPY/AA H IKCIIOPTA MepepaboTaHHOW MPOIYKIIHHU, TOCTABIEHHBIX B
nocneaneM [locnanuu Ipesunenta Hapoay Kaszaxcrana. [IpoBenén ananu3 opraHuM3allMOHHBIX MHHOBAIMM — COBpEMEH-
HBIX OM3HEC MoJeneit, ucrnoib3yeMbix ATTK.

PaCCMOTpeHbI HAKOITMBIIHNECA HpO6HCMbI U OCHOBHBIC TCHACHIHU Pa3BUTHUSA, IPOSIBUBIIUECI B MOJIOYHOM oTpacin
Kazaxcrana 3a mociennue 1Ba roga. [loka3aHo, 4TO IO HACTOSIIETO BPEMEHH B PECITyOJIMKE COXPAHSETCS CTaOMIBHBIHN
IUIATEXKECTIOCOOHBIH CIIPOC Ha MOJIOKO M MOJIOYHBIE IPOAYKTHI, KOTOPbI B 3HAYMTENBLHOM dacTu BCE emé yIOBIETBO-
psiercst 3a CU€T PO3HMYHOM MPOAAXKU CBOEH MPOAYKIIMU METKUMHU MPOU3BOIUTEISIMH. L[eHBI yCTOWYIHNBO pacTyT; COOTBET-
CTBCHHO, Y BCEX HpC,EalI/IﬂTI/II;’I MOJIOYHOM OTpaciii €CTb NEPCIEKTUBBI JIs1 pa3BUTHA.

OnHako HMKaKMX HOBBIX OM3HEC MOJeNell He BHEAPSETCS — M 3TO JaKe He IUIAHUPYETCS B NPUHATOH B MPOILIOM
roxy I'ocynapcTBeHHON nporpaMme pa3BUTHsI arpONPOMBIIIIEHHOIO KOMILIEKCA. Y CTAHOBJIEHO, YTO Pa3BUTHE MPEANpUsi-
TUH MOJIOYHOHM OTpaciy NMOKa HH Ha mar He npuommkaer KazaxcraH k pemenunto nocrasierHol B [locnanuu [Ipesumenrta
3aJa4y YBEJIUUEHHUS 3a OMKalIue ATk JIET IPOU3BOAUTEIBHOCTH TPY/A U JOJIU HKCIIOPTA NepepaboTaHHON IPOAYKIIHY.

IpeacTaBieHsl pe3yabTaThl OMPOCa PYKOBOJHUTENEH MOJOKONEpepadaThIBAIOMINX MPEANPUSITAN U MOJIOYHO-TOBAp-
HbIX (epM BocTouno-Kaszaxcranckoit, Kamo6suickoil n FOxxuno-Kazaxcranckoil o6nacteif, KOTOpbIe 3a IOCIEAHUE ABA TOa
AKTHBHO YYaCTBOBAJIH B OTPACIIEBBIX HHTETPAIIMOHHBIX IIPOIIECCaX.

OmeHKa TOTOBHOCTH YKOHOMHYECKUX areHTOB MOJIOYHOH OTPAciy K yYacTHIO B HOBBIX OM3HEC MOIENAX, CETEBBIX
CTPYKTYpax MHTEIrpaly Majaoro OusHeca B NPOU3BOACTBEHHO-COBITOBBIE LEMOUKU KPYIHBIX IPEINPUITUI MT0Ka3ana BOC-
TpeOOBaHHOCTh Pa3pabOTKH Ka4eCTBEHHO HOBOTO MH()OPMAIMOHHO-aHAJIHUTHYECKOT0 OOECIIEYCHHUs! MPOTHO3UPOBAHUS U
IUIaHUPOBaHUs (POPMUPOBAHUS HOBBIX OU3HEC MOJeel B MoI0o4HOH oTpaciu KazaxcTaHa.

KiioueBble ci1oBa: MOJMOYHAs OTpacib, OM3HEC MOJENb, OpPraHM3ALMOHHAS HHHOBAIWS, CETeBas CTPYKTYDa,
UHTETPalMOHHBLI [IPOLeCcC, SKOHOMUUECKUH areHT, CUCTEMHBbIIA MHTErpaTop, HHGOPMAaIMOHHAs CHCTEMA
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