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Abstract

The research has been conducted to study the impact of brand image and Quality
on the customer's purchasing behavior of imported brand clothing in Kazakhstan.
The study's objectives were to investigate the factors influencing customer
behavior, including brand image and Quality. As well as to investigate the influence
of consumer behavior on buying decisions. This was a qualitative inquiry by
definition. For this research, a random sample of 500 working persons in Astana
city was chosen; however, only 408 of them participated and provided their
responses as survey respondents. This study's participants were asked to fill out a
questionnaire to gather data. Statistical software (SPSS) was used to analyze the
data. To validate the hypothesis, the correlation was applied to the results. This
study employs multivariate analysis to investigate consumer behavior and
purchasing decisions, with the influence of the two predictors (brand image and
Quality) weighed against the mixture of the two outcome variables. The correlation
and multivariate analysis results indicate that Quality impacts both consumer
behavior and purchasing decisions on foreign clothing companies, while the brand
image does not deal with the customer's buying decision. Also, it has explored that
Impact of Brand Image and Quality on Purchasing Decision

on Foreign Clothing Companies among Working Adults in Kazakhstan
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consumer behavior has a positive association with their decision to buy from
foreign clothing companies. This study will assist in gaining awareness of existing
market tastes in Kazakhstan and how it will assist in estimating the customer's

potential needs, desires, and desires, patterns.

Keywords: Brand Image, Quality on Purchasing Decision, Foreign Clothing
Companies, Working Adults in Kazakhstan

Introduction

Understanding Consumer behavior strongly impacts marketing policy (Bilgihan et
al., 2016). Because of the selling theory, companies work to satisfy the needs of their
clients (Baker, 2016). Firms can only meet those requirements if they understand
their clients. As a result, advertisement programs must incorporate consumer
behavior data into any component of a core marketing strategy (Kumar & Reinartz,
2016). The purchase of goods or services includes several considerations that may
affect each decision. People choose brands based on their significance and
perceived importance to their identity (Katz et al., 2017). Decision-making is
becoming more unpredictable and essential for buyers now than previously.
Consumers request knowledge from a few critical outlets internally and externally
to maximize their involvement with goods or brands. Consumers have been
bombarded with ads, news stories, and direct mailings that contain various
information, many of them with mixed messages (Li, 2017). Companies may draw
consumers more efficiently when consumer demands and preferences manipulate
different essential factors. These variables are brand name, consistency, and price
(Erkan & Evans, 2016). This study investigates the effect of brand image and Quality
on purchase decisions for international clothing companies among working adults

in Kazakhstan.

Businesses should emphasize customer desires over consumer actions in today's
dynamic market climate. It is necessary to comprehend what affects consumer

behavior among working adults in Kazakhstan. Therefore this study has

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
Alisher Mamedov



Eurasian Journal of Economic and Business Studies #1 (63)-2022

investigated brand image, impact on quality influence consumer purchasing

behavior and buying decisions.

Even though customer behavior is necessary, Kazakhstan is still understudied
because buying decisions are crucial in the apparel industry. It should look at ways
to bridge the realistic and intellectual gaps (Forsman and Madsen, 2017). According
to Sagatdinova and Quan (2018), taking consumer purchase decisions as a starting
point and pursuing a business model that suits domestic apparel product
enterprises in Kazakhstan is good. Furthermore, Yang et al. (2017) note that "the
lack of academic investigation among working adults in Kazakhstan, especially in
the clothing industry, creates a need to do research, which is an obvious gap in
academia." Sari and Hanifah (2018) also mentioned, "Despite its rapid development,
the fast fashion industry is still considered an under-researched region. Quick
fashion experts are hard to come by, both academically and commercially ". The

current thesis is an effort in this direction.

Furthermore, there is a substantial difference between market behavior and
purchase decisions among working adults in Kazakhstan when buying foreign
clothes. With both of these factors in mind, a diver must analyze to save the current
unfavorable condition (Seara and Boger, 2019). This research is helpful for
companies in the apparel industry who want to learn more about the factors that
influence consumer behavior their relationships to buying decisions, and obtain
evidence and knowledge to help them run their businesses more successfully.
Furthermore, the research can be helpful in customer marketing strategies, and not
only business people can use it, but marketers can also take advantage of the
observations about consumer behavior and develop theories as an effective

marketing tool.

Literature Review

Brand Image

According to Leckie et al. (2016), consumers' reputation is a term consumers believe
based on subjective motives and emotions. Brand image refers to a customer's view
Impact of Brand Image and Quality on Purchasing Decision
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of a particular brand based on a factual or emotional basis (Islam & Rahman, 2016).
The fundamental issue is naming it; choosing an excellent name will help (Casado-
Daz et al., 2017). A strong brand image can allow the campaign initiative to enjoy
and provide outstanding partnerships to the brand that remain continuously in
client maintenance (Aschemann-Witzel et al., 2017). The consistency of brand
affiliations is dictated by how well brands can withstand data as an essential feature
of the brand image (East et al., 2016). Considering the inexorably challenging
business competition at the moment, the uniqueness of brand affiliations limited
the company to be not the same as making an edge that can have seen as a
justification for clients to choose a particular brand (Ebrahim et al., 2016). Brand
associations' distinctiveness may deviate from product-related characteristics,
practical benefits, or perceived image (Oke et al., 2016). The brand image often
refers to the conceptual parts of the picture or perception that incorporates with the
imagination of purchasers by the expectations and knowledge of taking the brand
over an object or administration; therefore, shaping a good brand image is
becoming increasingly essential to be asserted by the company (Bgakcolu, pek, &
Bayraktarolu, 2018). The brand picture is often a representation of its bid, which
includes the symbolic significance associated with customers by unique
characteristics of the goods or services (Lassoued & Hobbs, 2015). A brand image is
a customer's view of a brand's positive experience (Burmann et al., 2017). A positive
opinion may have been created if the brand has a distinct benefit, a strong
reputation, is well-known, trustworthy, and eager to deliver the best service possible
(Szmigin & Piacentini, 2018).

Figure 1

The mechanism of inductive reasoning of brand picture

Y

Marketing communication

A4

Consumption experience Brand image

Social influence >

Impact of Brand Image and Quality on Purchasing Decision
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A brand reputation evolves through three distinct inductive processes: marketing
contact, consumer perception, and social impact. Marketing communication
reflects a brand's voice and how businesses can create relationships with customers
around their product offering (Chinomona, 2016). It implies that exhibiting
correspondence assists companies (via publicizing) address their clients and

cultivating a corporate profile in their clients' minds.

Understanding a consumption experience is a top priority for today's marketers,
especially with the emergence of experiential marketing methods that aim to re-
enchant people via consumption (Petit, Spence, Velasco, Woods & Cheok, 2017).
Management companies, in particular, are being asked to take a broad perspective
of what kinds of experiences to plan for customers and how to include them. From
an experiential standpoint, customers are less interested in maximizing their
benefits and focus more on gluttonous pleasure within a given social environment.
In this case, use elicits stimuli and emotions that do far more than only respond to
a person's desires since they also resolve the shopper's search for a personality (So

et al., 2016).

In general, social influence denotes a person adjusting his or her attitudes or
behavior to the attitudes or behavior of others based on their interactions in the
social system (Bilgihan et al., 2016). In diffusion research, social influence is also
known as 'social contagion,' because the spread of a new product among people is
similar to the spread of a virus in a population (Hudson, 2016). Social effect occurs
when a potential adopter changes his or her belief, attitude, or behavior toward a
new product due to interaction with previous adopters' knowledge, attitudes, or
behaviors. According to utility theory, Barger et al. (2016) define social influence as
how the behaviors of one's peers shift the utility one hopes to gain from
participating in a particular activity and hence the probability that (or degree to

which) one would participate in that behavior.

Brand Quality

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
Alisher Mamedov
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According to previous studies, product consistency is one of the crucial positioning
resources that directly affects buying decisions (Rana & Paul, 2017) and helps build

their competitive advantage and enhance brand equity (Yoshida, 2017).

A commodity is an essential component of a business proposition that provides
value to the consumer. Devices are more than just actual objects; they also provide
service features, architecture, performance consistency, brand name, and
packaging (Gatignon et a;., 2016). Product quality is the most crucial consideration
when choosing a brand, particularly in a competitive market with price competition
(Kumar & Jha, 2017). However, satisfying the consumers' standards is problematic
because their interpretation is varied and contradictory. Value views vary in
economic, technological, social, and cultural achievements. Table 1 displays the

eight different measurements of product consistency.

Table 1

Garvin’s eight dimensions of product quality

Dimensions Definition
Performance The product's primary working characteristics
Features The secondary characteristics of a product that advantage its

basic functioning

Reliability The probability of foilure-free performance over a specified
period of time of the product

Conformance The degree to which a product's physical and output
attributes follow design specification.

Durability the amount of useful product life a customer gets from a
product before it determines or ha to be replaced

Serviceability The easiness, pace, courteousness, and competence of repair

Aesthetics The way a product looks, feels, sounds, tastes, or smells is a
matter of personal preference.

Perceived Quality Quality dependent on image, brand name, or advertising
rather than product attributes and, to course, is subjectively

evaluated.

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
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According to Hussey et al. (2017), Quality is not a one-dimensional concept, and it
is common for managers to comprehend Quality in different ways: managers see

Quality concerning their very own workplace.

The design of a clothing item will change toward either an assembly-based or a
shopper-based point of view. Performance in the Manufacturing-put together
technique is dependent on conformance to assembly specifics recommended by
managers or object engineers (Creswell and Poth, 2017). A customer-centric
approach to consistency is becoming more subjective and difficult to verify (Knight,
2015). As a result, clients and creators (item designers) can define Quality in
unpredictable ways, and the setup item may not wholly satisfy the client's quality
desires. Supervisors must demonstrate that Quality has a significant impact on the
company's primary concern, and optimizing Quality must enable the organization
to improve key implementation proportions such as performance, cost reduction,

benefit, and share of the pie (Dale and Plunkett, 2017).

Because of the vast number of players entering the Kazakhstani market at national
and international levels, competition within the industry is also increasing.
According to Sagatdinova and Quan (2018), "clothing firms in Kazakhstan are at a
disadvantage due to a lack of awareness from the ground floor, which struggles to
define the buying decision." As a result, Zhakupova (2019) claimed that "making
local products in the textile industry is very difficult; for example, local firms cover
just 10% of the market." As a result, changes in customer behavior affect the market,
either directly or indirectly (Pansari & Kumar, 2017). Competition is fierce because
of intensified globalization, with both domestic and international brands vying for
total market share. It contends that local brands are not as competitive in the
industry as international brands. Material exports in the light industry totaled
$108.5 million in January-August 2018, a 21% decrease from the previous year, while

imports totaled $845 million, a 6.2 percent increase from 2017.

Similarly, it has been unavoidable for companies in Kazakhstan to learn how to
sustain and grow their market share in the apparel industry. The retail sector has
become more concentrated and disciplined because of the unpredictable arrival of

more developed rivals. There is an intense and ferocious rivalry. It has been found
Impact of Brand Image and Quality on Purchasing Decision
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that existing customers create more sales and income (per customer) than new

customers.

Since an increasing percentage of clothing buyers choose composed shopping
stores in metropolitan cities, the vast majority of the sorted-out clothing retailers
are expanding. As a result, the city is seeing a rise in new suburban and outside
players. According to Burnes and Towers (2016), clothing retailers face several
difficulties when opening new locations, including venue, store location,
forecasting, promoting, and personnel. According to Yeoman et al. (2017), area
judgments last over a long period. Choosing an unsuitable store layout can affect
the retail outlet's offers and benefits. These solutions have high running costs,
making it impossible to recoup the interest if the venue or store placement is
incorrect. Essentially, estimating and merchandising options are essential in
attracting customers. As the bulk of the apparel meets the design period,
merchandising and deciding a price for the assortment is still a task. One of the
essential aspects of the brand equity model, according to Lefebvre (2017), is
continuity. Customers expect good quality and choice at a low price. However,
deciding the right mix of variables to draw and maintain consumers. As a result,
there is an urgent need to understand the variables influencing consumer behavior
when buying apparel in Kazakhstan. Concurrently, there is a need from an academic
standpoint, as there is a lack of knowledge about consumer behavior researchers
done in Kazakhstan, especially in the apparel industry and market. According to
Baimakhanova (2019), "previous studies neglected many important factors such as
brand name, cost, and price, which were not viewed together as independent

variables in Kazakhstan's apparel industry."

Research Methodology

A survey of 500 working adults in Astana city was randomly selected for this analysis,
but only 408 participated as respondents. The study was methodological. In the

current analysis, the researcher gathers data using a questionnaire. The data

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
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collection team administered the questionnaire to the adults in the research

population.

Data Analysis

The data were processed using the SPSS software. The theory was developed and
validated using scientific evidence derived from the data following a literature
analysis. To validate the hypothesis, the correlation was applied to the results. This
study employs multivariate analysis to investigate consumer behavior and
purchasing decisions, with the influence of the two predictors (brand image and

Quality) weighed against the mixture of the two outcome variables.

The ethical considerations of secrecy, privacy, accountability, respect, and expertise
have been guided by data collection. Furthermore, according to ISU (2016), the
Institutional Review Board must review all hiring plans and materials before any
prospective applicants are invited to engage in any non-exempt research report. As
a result, the IRB will review the recruiting plan for this analysis. It is unnecessary,
but it helps protect the health and interests of human testing subjects. As a result,
the ethical concern would protect participants' anonymity, encourage voluntarism,

and reliably notify future participants.

Findings

IBM SPSS was also used to run informative experiments on the data collection
containing the underlying testing constructs: brand appearance, consistency,
consumer behavior, and purchasing decision. The descriptive statistics help define
variables in terms of the overall construct's average ranking and its maximum and

minimum ranges and standard deviation.

Table 2
Descriptive statistics
N Minimum Maximum  Mean  Std.
Deviation
Brand Image 408 1.00 5.00 3.2908  0.84436

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
Alisher Mamedov
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Consumer Behaviour

Purchase Decision

Valid N (listwise)

408 1.00
408 1.00
408 1.00

408

5.00

5.00

5.00

3.7898

3.6907

3.6789

0.77708

0.91813

1.01534

Table 02 shows that the overall mean of Quality is the best compared to brand

image and costs, at 3.78. When shopping for clothes in Kazakhstan, customers place

a higher value on Quality. However, any predictor is between 3.00 and 4.00,

suggesting that most respondents are either indifferent about the factor's value or

accept that it is relevant when shopping for clothing.

Correlation is one of the parametric measures used in this analysis to investigate

the associations between the cumulative scores of the latent constructs. Pearson

inference is used in this situation, which assists in the partial analysis of theories.

Table 3

Pearson Correlation

Correlations

Brand  Quality Price  Consumer Purchase
Image Behaviour Decision
Brand Image Pearson 1 770" 6357 705 .539™
Correlation
Sig. (2-tailed) 0.000  0.000  0.000 0.000
N 408 408 408 408 408
Quality Pearson 770" 1 695 792" 6117
Correlation
Sig. (2-tailed) ©0.000 0.000  0.000 0.000
N 408 408 408 408 408
N 408 408 408 408 408
Consumer Pearson 705" 792" 743" 1 .710™*
Behaviour Correlation
Sig. (2-tailed) 0.000 0.000 0.000 0.000

Impact of Brand Image and Quality on Purchasing Decision
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N 408 408 408 408 408
Purchase Decision  Pearson 5397 6™ 570™ 710" 1

Correlation

Sig. (2-tailed) 0.000  0.000 0.000 0.000

N 408 408 408 408 408

**_Correlation is significant at the o.01 level (2-tailed).

According to the findings, both brand image and consistency, as determinants,
have a strong relationship with consumer behavior at the o.o1 level. The
significance level of o.01 has been presumed in the context of Verma's (2012)
statistical analysis, which provides the hypotheses checking threshold. According to
this criterion, a partnership is considered significant if its sig-value is less than o.05
or o.01 degree of importance (Verma, 2012). Furthermore, in each case, the course
of the interaction is positive, and the magnitude is high (strong relationship). It
means that good customer activity is correlated with a more substantial brand
reputation and higher product recognition. The results propose that Hiand H2 are

accepted.

Similarly, at the o.o1 level of significance, all variables influencing purchasing
behavior (brand name and Quality) strongly correlate with buying decisions. Their
respective p-values demonstrate this (sig values). Furthermore, the orientation of
the relationship between and set of variables is positive. Finally, the analysis finds a
'strong’ significant correlation in each relationship (magnitude) based on the
coefficient values. It reflects a more substantial brand reputation and higher
product recognition related to good buying decisions. It means that H4 and Hs are

also appropriate.

Finally, the association table establishes the relationship between customer activity
and international clothing buying decisions. At the o.o1 standard, there is a
statistically essential and positive association between the two variables.
Furthermore, the association's intensity is essential. It implies that H3, which means

a positive relationship between the two variables, is agreed.

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
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The report employs multivariate regression to study and analyze consumer
behavior and purchasing decisions together (as an outcome variable), with the three
predictors (brand name, consistency, and price) weighed against the mixture of the

two outcome variables.

Table 4

Multivariate Tests

Effect Value F Hypothesis  Error df Sig.

df

Intercept Pillai's Trace 0.027 5.690b  2.000 403.000 0.004
Wilks' Lambda 0.973 5.690b  2.000 403.000 0.004
Hotelling's Trace 0.028 5.690P  2.000 403.000 0.004
Roy's Largest Root 0.028 5.690b  2.000 403.000 0.004

BI Pillai's Trace 0.029 6.091>  2.000 403.000 0.002
Wilks' Lambda 0.971 6.091>  2.000 403.000 0.002
Hotelling's Trace 0.030 6.001>  2.000 403.000 0.002
Roy's Largest Root 0.030 6.001>  2.000 403.000 0.002

Q Pillai's Trace 0.186 46.067°  2.000 403.000 0.000

Wilks' Lambda 0.814  46.067P 2.000 403.000 0.000

Hotelling's Trace 0.229 46.067P 2.000 403.000 0.000

Roy's Largest Root 0.229 46.067P 2.000 403.000 0.000

a. Design: Intercept + Bl + Q

b. Exact statistic

Using Pillai's Trace, the statistic is essential at the 0.05 level, as indicated by Sheffer
(2019), suggesting that the impact of brand recognition and consistency associated
with international apparel brands on the combination of consumer behavior and

purchasing decision is substantial. It backs up the previous findings and models.

As previously reported, the research includes evaluating direct and indirect impacts,
considering the effects of brand perception and consistency on consumer behavior
and purchasing decisions. While regression analysis can evaluate direct and indirect
(mediating) results, structural equation modeling (SEM) is a robust and effective
technique for determining structural relationships (Gunzler et al., 2013). This thesis
employs PLS-SEM, producing less conflicting findings when detecting mediation

effects than regression analysis (Ramli et al., 2018).

Impact of Brand Image and Quality on Purchasing Decision
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Table 5

PLS-SEM Path Coefficients

Path Coefficients Original Sample Standard T Statistics P
Sample Mean Deviation (|O/STDEV]) Values
©) (M) (STDEV)

Brand Image -> Consumer behavior 0.208 0.212  0.043 4.86 0.000

Brand Image -> Purchase Decision 0.058 0.062  0.054 1.001 0.276

Consumer behaviour -> Purchase Decision 0.671 0.674 0.081 8.235 0.000

Quality -> Consumer behaviour 0.374 0.368  0.05 7.449 0.000

Quality -> Purchase Decision 0.024 0.019  0.068 0.35 0.726

According to the path coefficients derived using the PLS Algorithm, the effects
of brand name, price, and consistency on consumer behavior are statistically crucial
at the o.o5 stage, as indicated by previous studies (Koch, 2016). Furthermore, the
causal impact of consumer behavior on purchasing decisions is essential. Path
coefficients of all explanatory variables for purchasing judgment, on the other side,
are negligible at the o.o5 mark, as are the regression effects. It means that

consumer behavior explains absolute mediation.

The first research goal, which covered Hi and H2, aimed to determine if
brand name and consistency are determinants of Kazakhstani working adults'
purchasing behavior toward international apparel brands. The Hi and H:2
hypotheses were fully adopted using Pearson Correlation, Regression, and SEM
analysis, demonstrating that brand perception and product consistency
substantially affect the purchasing conduct of working adults in Kazakhstan. As a
result, these three variables may be determinants of consumer behavior. In terms
of the second study goal, H3, the statistical analyses indicated an optimistic,
meaningful, and clear association between consumer behavior and buying
decisions. As a result, H3 was acknowledged in the results. Although discussing the
third study objective of brand identification and buying decision, the
methodological study provided inconsistent findings, as stated earlier in the
literature review, and Hg was dismissed. The hypotheses testing is summarised in
the table below:

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
Alisher Mamedov
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Table 6

Hypothesis results

Hypotheses Results
Ha: There is a relationship between Brand Image and Consumer Behaviour Accept

H2: There is a relationship between Quality and Consumer Behaviour Accept

H3: There is a positive relationship between Consumer Behaviour on Purchasing  Accept

Decision
Hg4: There is a relationship between Brand Image and Purchasing Decision Not Accepted
Hs: There is a relationship between Quality and Purchasing Decision Accept

Based on these findings, the current study determining consumer behavior could
play a mediating role in the relationship between quality and purchase decisions.
However, buying choices based on the brand picture is inapplicable to working

adults in Kazakhstan shopping for international label garments.

Discussion

Based on the increasing globalization trends, the study summarises the growing
complexities of determining consumer preferences and standing out in a
competitive market arising with it. For example, the study of Oyevaar et al. (2016);
Dawson, Hirt, and Scanlan (2016) discusses globalization's implications, showing
that the current trends due to the world being a global village' have allowed
international market and cultures to impact local markets and cultures. One of the
significant impacts of globalization has been observed on the clothing industry,
where subsects like fast fashion and other westernized segments are evolving to
influence local markers of Central Asia (Kotler et al., 2015). This is also because
westernized divisions, such as quick fashion, allow for supply chain optimization.
Globalization patterns allow multinational brands to access low-cost labor in Asia's
local markets quickly. However, not just from the standpoint of manufacturers, the
entry of global brands into emerging Central Asian markets such as Kazakhstan,
Russia, and others exposes shoppers to a plethora of choices ranging from domestic

to international apparel brands, in a wide range of prices and Quality (Joseph, 2017).
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The current data set's empirical results suggest that consumer behavior developed
by subjective standards of comparison groups and assumed behavior regulation
mediates the relationship between buying clothes from global brands and brand
perception and Quality. These findings further discuss the research goal of
consumer behavior influencing buying decisions, demonstrating a significant and
constructive association between the two. According to the writer, a good brand
name influences customers to buy from the brand because it promises to satisfy
customer needs and offer value for money. These findings also speak to the first
and third research goals, aiming to test brand image as a determinant of consumer
behavior and an influencer of buying decisions. As a result of the association, the
analysis discovers that brand image has a favorable and meaningful relationship
with consumer behavior; however, its effect on buying decisions is negligible. When
it comes to purchasing clothes from foreign brands, brand value is unimportant to
working adults in Kazakhstan. As a result, the findings partly contradict the pre-
existing academic findings of Chinomona (2016), illustrating an alternative
viewpoint demonstrating that brand image helps attract customers for longer

terms lucrative for businesses.

In terms of an individual variable of Quality, the results suggest an essential and
robust association between Quality, customer conduct, and purchasing decision;
this validates the findings of Swain et al. (2018). The authors affirm that placing a
high value on consistency in terms of longevity, dependability, ease of use, and
maintenance has a more significant impact on the Quality of buying decisions. As
a result, as stated by Noe et al. (2017) and Hussey et al. (2017), a variety of
organizations now consider consistency to be a significant element in judging their
brand value (2017). | further illustrate that Quality is a significant determinant of
consumer behavior and discuss the fourth research goal of Quality affecting buying
decisions thoroughly. It is, in particular, valid for Kazakhstani consumers who
pursue foreign brand apparel. Consumers put a high emphasis on consistency, and
as a result, Quality has a significant effect on their purchasing conduct and,

inevitably, buying decisions.
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As a result, the study's conclusions have two consequences. For starters, there are
real consequences from advertisers on the ground and politicians looking for ways
to boost Kazakhstan's economy and industry. Second, the findings make an
essential contribution to the scholarly literature and fill a previously established
study vacuum. The findings on Kazakhstani consumer behavior patterns about
clothing shopping serve as a basis for potential research in the same area and field.
The present thesis serves as a stepping stone. Filling the study void with informative
results directly linked to adapting conventional market behavioral models to new
patterns is a step forward. As a result, the new thesis assists academics in viewing

Kazakhstani market activity through the prism of international apparel labels.

Based on the findings, advertisers suggest that international branded clothing in
Kazakhstan employs more robust promotional strategies that emphasize product
quality and price variables. It will assist global brands in Kazakhstan gain their target
market and multinational firms in retaining their presence in Kazakhstan's
domestic market. Consumers' propensity to be swayed by price, for example, can
be abused by offering promotional discounts, loyalty passes, or gift cards to
consumers, enticing them to buy more from foreign brands. That will also assist in
their longevity and disseminating the good word of mouth. In terms of Quality,
quick international fashion brands can affect buying decisions by demonstrating
the high longevity of their clothing articles. These days, consistency is measured by
long-lasting garments. That clothing is manufactured from raw materials that have
caused no environmental or social impact, such as the extraction of animal fur for
jackets. Consumers aware that their garments are eco conscious or have been
upcycled have a comparative edge in terms of consistency that modern-day
multinational brands chase. As a result of these marketing campaigns, international

brands in Kazakhstan will draw working adults.

Regarding policy ramifications, the current study illustrates that international
apparel firms can effectively control Kazakhstan locals by consistency and pricing.
As a result, policymakers should inform domestic textile and fashion industries
about gaining target buyers by leveraging these elements. It will assist officials in

boosting the domestic sector rather than international brands, and it will assist local
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firms in increasing their market share because brand recognition has little effect on

buying decisions.

There is still a lack of study in consumer behavior in the garment industry, both
academically and in marketing. One of the limitations is the scarcity of research and
studies on consumer behavior in the apparel industry, especially on international
companies and working adults. Because of the importance of this analysis, the lack
of evidence in the current sample can be seen as a drawback. Another drawback is
the small number of publicly traded textile production firms, which means that not
every firm can disclose the requested research details. Also, most fabric
manufacturing companies are based in various parts of Kazakhstan that are far from
my location. The price in this context is also an essential factor. So future researches

and also include this variable to have a more fantastic look.

Conclusion

Consumer behavior is drastically changing due to the many choices available, which
has a different effect on buying decisions (Samiee, 2019). However, several social
scientists have called for criticizing this transition as a significant cause of cultural
identity loss (Davvetas and Diamantopoulos, 2016). Simultaneously, marketers see
it as an incentive to understand what motivates people to choose international or
local products and promote their offerings accordingly to achieve a larger market
share globally (Sarri and Hanifah, 2018). However, to summarise the issue
statement, apparel firms and their advertisers in Kazakhstan struggle to consider
and recognize patterns relevant to customer buying decisions in the clothing
industry. According to Shayakhmetova (2019), local garment firms in Kazakhstan
account for just 10% of the region's clothing industry, while international brands
dominate the remainder. As a result of these patterns and a lack of analysis, a
systematic study on which variables affect customer purchasing behavior to trigger
their purchase decisions against international brands was needed. As a result, the
current research sought to investigate the determinants of customer behavior in

shopping for clothes from international brands among Kazakhstani working adults.
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The study goal also included determining the degree to which customer behavior
affects purchase decisions and the effect of brand appearance, price, and

consistency on purchasing decisions.

The study goal of brand image and Quality resulted from previous scientific and
theoretical studies in the same domain. A comprehensive analysis of the literature
showed that demographic factors such as gender (Pascual-Miguel, Agudo-
Peregirna, & Chaparro-Pelaez, 2015), age (Godey et al., 2016), and wealth (Pan,
Rasouli, & Timmermans, 2018) have a direct effect on consumer behavior in some
sectors, such as wood choice (Laukkanen, 2016). On the other hand, fast food has
little effect on gender (Shephard et al., 2016). Furthermore, research has covered
the aspects of psychological causes, demonstrating their significant effect on
consumer behavior. These dimensions included awareness (Bilgihan et al., 2016);
lifestyle (Van Acker, Goodwin, & Witlox, 2016); behavior; values; and needs (Van
Acker et al., 2016). (Murphy & Dweck, 2016). From the standpoint of the entire
literature, these considerations answer the first research goal, which was to examine
the effect on consumer behavior. From the standpoint of the entire literature, these
considerations answer the first research goal, which was to examine the effect on
consumer behavior. For example, suppose a customer has a higher degree of
understanding about a product's competencies and specific characteristics. In that
case, it is anticipated that the same consumer would be more likely to purchase that
brand when presented with ten other alternatives to the same product (Wang &

Hazen, 2016).

Similarly, lifestyle, influenced by differing societal standards, laws, and finances,
influences various types of consumption and what goods or brands the customer's
lifestyle suits and attaches appeal to (Kuster-Boluda & Vidal-Capilla, 2017); hence,
affecting consumer behavior. The customer's attitude toward a particular product
or brand is created by introducing the consumer to advertising or encounter. These
social cues form customer opinions, which in turn influence how they act (either
positively or negatively) toward a company or its merchandise (Rana & Paul, 2017;
Lu et al.,2016). Harun et al. (2018) clarified the six value systems and demonstrated

their effect on consumer behavior in terms of beliefs or belief systems. Economic,
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Aesthetic, Social, Political, and Religious were some of the titles. Finally, as a
determinant of consumer behavior, desires are the primary motivator for

individuals to recognize and fill the opportunity void (Murphy & Dweck, 2016).

The literature provided by Ebrahim et al. (2016), Oke et al. (2016), and Bruwer et al.
(2016) also form the study focus prompting a connection between brand perception
and purchasing decision. As a result, the brand image refers to a brand's imprint
on a consumer's cognitive memory. The opinion will be positive if the company has
a distinct edge, a firm name, is well-known, trustworthy, and well-known for the
consistency of its customer service (Szmigin & Paicentini, 2018) if these variables
are not present, vice versa. Thus, the brand picture in the minds of consumers can
be shaped by marketing engagement strategies, user experience, and socially
affecting customers or sharing a good word of mouth. According to Chinamona
(2016), brand image will affect customer buying decisions in this way. The same is
true for consistency and costs. Previous research has shown that presenting high-
quality products and services to quality-conscious customers will improve their

buying decisions (Yoshida, 2017).

As a result, the better the content, the more likely it is that quality-conscious
customers would pay more for the commodity. As a result, the availability of given
commodity influences buying decisions and consumer behavior (Gao et al., 2016).
Based on these results, the current study hypothesized that brand name, efficiency,

and price significantly impact purchasing decisions through consumer behavior.

Limitations and Suggestions for Future Research

However, there are some limitations to this study since the sample size was limited
to Almaty and Astana, Kazakhstan's two largest cities. Because of the Covid-19
epidemic's restrictions, the researcher could not perform a comparative study in
other locations. Furthermore, the researcher could only collect data for 1.5 months
owing to time and funding constraints. Expand your reach and focus on
Kazakhstan's more prominent regions to compensate for these limitations. In this

way, the data would be more generalizable and could be used in various research

Impact of Brand Image and Quality on Purchasing Decision
on Foreign Clothing Companies among Working Adults in Kazakhstan
Alisher Mamedov

23




24

DOI - 10.47703/ejebs.v1i63.75

contexts. A wide range of social elements influence customer behavior and
purchasing decisions in today's culture. Because of this, future studies must take
into account these characteristics as well as those associated with particular

products and brands.
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Abstract

The issue of human resource management (HRM) is critical to economic growth,
particularly in the countries like the Commonwealth of Independent States (CIS)
and in the transition economies of Central and Eastern Europe (CEE). The growing
number of multinational corporations (MNCs) as one of the main drivers of the
internationalization process in the HRM sector has attracted considerable attention
from management scholars worldwide. The aim of this report is to discuss and
analyse HRM performance and HRM practices in subsidiaries of MNCs in
Kazakhstan, as the largest recipient of foreign direct investment (FDI) among CIS
countries. The methodological approach of this study is based on the analysis of
Podr et al. (2017) work on HRM performance and practices combined by cross-
cultural management (CCM) of HRM from Hofstede study (Hofstede et al., 2010).
It found that the subsidiaries of the MNCs in Kazakhstan tend to adopt the
divergence of HRM functions and practices instead of the convergence concept by
giving more freedom to the local HR departments in managing their HR roles and
strategies. The implication practices of the study may help HR practitioners in both
private sectors and public government administrations to understand about the
importance of HRM policies and practices characteristics and behaviours amongst
the MNCs subsidiaries a country, in achieving and improving labor productivity

and business efficiency.
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Introduction

Undoubtedly, today's globalisation and the growing number of multinational
corporations (MNCs) are the main drivers of the internationalisation process in all
sectors; the field of human resource management (HRM) is no exception and
enjoys a great deal of attention from management scholars around the globe (De
Cieri, 2017; Edwards & Rees, 2017). As Susanto et al. (2019) assert, this globalisation
of business issues has led to an increasing recognition of the well-managed
workforce and the evolution of the role of HR in fulfilling strategic importance.

According to Stor & Haromszeki, (2019) and Wacker, (2013), foreign direct

investment (FDI) is often used as an indicator of the increasing activities of MNCs
in a country where the number of MNC employees working abroad exceeds the
number of employees working in the mother country (Podr, 2013). In addition,
Podr et al., (2017) claims that FDI is not only a crucial factor for economic
development, but also for job creation in a country, especially in transition

economies in Central and Eastern Europe (CEE).

However, Dowling et al., (2013) and Susanto et al. (2019) point out, that in
nourishing this increase in international business, the role of human resource
management should be considered as a key issue across the business units as HRM
policies and practices play a crucial role in the competitiveness and sustainability of
the business. This is supported by Azam & Ahmed (2015) and Mohanty & Sethi
(2019) who affirm that human capital development is critical to economic growth,

especially in the countries of the Commonwealth of Independent States (CIS).

The purpose of this report is to discuss and analyse the performance and practises
of human resource management in subsidiaries of multinational companies in

Kazakhstan. Kazakhstan was chosen because it is the largest landlocked developing
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country, which according to UNCTAD, (2014, 2019) received huge foreign direct
investment of USD 3.8 billion in 2018, the largest share among other countries in
this region. Recently, Astana International Exchange (AIC) was established under
the principles of English common law - the first stock exchange in the region
CEE/CIS - to attract more FDI and promote investment in Kazakhstan (Dettoni,
2019).

This paper is divided into the following sections. First, literature review on HRM
theory and concepts are summarised, including the description of the country's
cultural context, comparative aspects of HRM, and internationalisation of HRM
(Brewster et al., 2016; De Cieri, 2017; Dowling et al., 2013; Edwards & Rees, 2017).
The next section describes the methodology of this study. Followed by finding and
discussions sections of Kazakhstan country profile, including a socio-economic
overview, FDI performance, and the country's dimension of national culture
(Hofstede et al., 2010; Hofstede Insights, 2022). Also is described the international
HRM performance and HRM practises in the subsidiaries of the Kazakh MNCs,

including the characteristics of HRM activities and operations in the companies

based on the work of Podr et al., (2017). The final section concludes with a summary

of the report.

Literature Review

HRM - theory and concepts

According to Stone et al. (2020), HRM refers to the activities within the organisation
that include HR planning, staffing (recruitment, selection, and placement),
performance management, training and development, compensation, and labour
relations. In addition, they specified the broad concept of international human
resource management (IHRM), which encompasses the same activities as general
HRM but includes employees across national borders and deals with a multicultural
workforce and different policies as well as regulations, such as expatriate
administrative services, international taxation and orientation, host government

relations, and language translation services.
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Owing to Brewster et al., (2016), the understanding of IHRM should be based on
the study of multinational corporations (MNCs), which can be defined as ".... a
company that operates in multiple countries but is managed from a home country".
Therefore, as Edwards & Rees (2017) argue, IHRM should focus on the ways in which
MNCs seek to influence the way people work across borders in their operations.
Furthermore, they stated that due to the nature of IHRM, which always takes place
in the context of dynamic, significant change across nations and regions,
international human resource strategies and practices (HR) are best understood
when situated within the underlying social, political and economic trends within a
nation. To learn more about IHRM, Brewster et al. (2016) and Dowling et al. (2013)
suggest three important aspects of IHRM: cross-cultural management of HRM,

comparison of HRM practices, and internationalisation of HRM.

Cross-Cultural Management (CCM) of HRM and the National Culture Dimensions

According to Hofstede (2015), culture is defined “... a system of shared, usually
unconscious and unwritten values, rules, norms, and institutions that are socially
transmitted and regulate the social life of groups." In addition, culture can be
analysed using a country, language, religion, value, ethics, and/or many other areas
as a frame of reference and can be viewed as collective programming of the mind
that distinguishes members of one group or category of people from others
(Hofstede et al., 2010). The underlying assumption of the study CCM is that there
are differences between management practises in different countries and that the
particular environment plays a role in the study of human behaviour in different
nations. Since IHRM involves the interaction and movement of people across
national boundaries, appreciation and understanding of cultural differences are
important and essential (Dowling et al., 2013), especially when managing
expatriates (De Cieri, 2017).

The studies of CCM aim to describe and compare work behaviours in different
cultures from different nations. For this paper, Hofstede's national cultural
dimension is used (Hofstede et al., 2010; Hofstede Insights, 2022). In the latest

version of the book, Hofstede et al. (2010) added another cultural dimension
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become six dimensions of culture which is known as 6-D Model. So, the 6-D model
of national culture are now available: Power Distance Index (PDI), Individualism
versus Collectivism (IDV), Masculinity versus Femininity (MAS), Uncertainty
Avoidance Index (UAI), Long-Term Orientation versus Short-Term Orientation
(LTO), and Indulgence versus Restraint (IVR). The PDI expresses the degree to which
the less powerful members of a society accept and expect that power is unequally
distributed. The fundamental question here is how a society deals with inequalities
among people. Then, the IDV can be defined as a preference for a loose social
structure in which individuals are expected to care only for themselves and their
immediate family members. Next, the MAS represents a social preference for
achievement, heroism, assertiveness, and material rewards for success. The UAI
expresses the extent to which members of a society are uncomfortable with
uncertainty and ambiguity. The fundamental question here is how a society deals
with the fact that the future can never be known: Should we try to control the future
or just let it happen? The LTO describes how each society must maintain some
connection to its own past as it grapples with the challenges of the present and the
future, with societies prioritising these two existential goals differently. The IVR is
defined as the extent to which people attempt to control their desires and impulses
based on the way they were raised. Relatively weak control is referred to as

"indulgence" and relatively strong control is referred to as "restraint."

As De Cieri, (2017) and Kozhakhmetova et al. (2019) assert, by understanding the
cultural background of different countries in the context of IHRM, the organisation
can better manage the employees in the subsidiaries who are from different

countries.

Comparatives of HRM Practices

HRM practices and functions can be defined as a set of practices used by
organizations to manage human resources by fostering the development of
organization-specific competencies, establishing complex social relationships, and
generating organizational knowledge to maintain competitive advantage (Manzoor

et al., 2019; Minbaeva, 2005; Renkema et al., 2020). Today's HRM practices may
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consist of common work organization and policies, including HRM planning,
recruitment (hiring and selection), performance management, performance
appraisal, training and career development, compensation and labour relations,
flexible work practices (Brewster et al., 2016; Dowling et al., 2013; Minbaeva, 2005;

Tan & Nasurdin, 2011).

Meanwhile, comparative HRM practices take into account the different cultural
differences of various employees in organizations. As De Cieri, (2017) points out,
comparative HRM practices occur when organizations operate and manage across
countries. They should take into account the various local factors including culture
and social practices, political situation, legislation, economy, technology, and labor
market, which explicitly studied HRM practices in the application of each nation,
and combine them with the rules of international organizations to develop policies
and practices in subsidiaries that take into account the HRM practices already in
place. In other words, comparative HRM should consider both home country and
host country implications in implementing HR policies and practices in the
subsidiaries of such MNCs (Edwards et al., 2019). At least six themes have
consistently emerged in comparative HRM practices in the context of globalization,
including convergent and divergent practices, technology absorption, working
conditions and labor law, and corporate policy and strategy (De Cieri, 2017). To
conduct comparative HRM practices in subsidiaries of multinational companies in
Kazakhstan, Poodr et al., (2017) used four key HRM indicators, namely the number
of employees HR, labor cost ratio, share of annual training budget, and

expatriate/in patriate turnover.

Internationalising HRM

According to Dowling et al., (2013), the main focus of internationalisation of HRM
is on the multinational context of HRM practises and policies. Therefore, in this
environment, organisations should put more efforts on managing multicultural
native workforce, building global teams, managing diversity, developing a global

team, and building universal awareness (De Cieri, 2017). In addition, they identified
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the top four issues that play a role in these situations, including implementing
strategic direction, dealing with managing diversity, developing a global team, and

establishing global integration.

Methodology

The methodology of the study is based on the survey data and information from
the work of Podr et al. (2017) on HRM performance and practices in subsidiaries of
Kazakh MNGCs. In addition, to provide a robust and meaningful analysis of
international HRM theories and practices, Hofstede's national culture dimensions
of CCM are applied to HRM comparing the six dimensions of national culture from
the MNCs and their subsidiaries, as well as most FDI countries (Hofstede et al.,

2010).

In the first stage of the methodological approach, Kazakhstan's macroeconomic
environment is examined through an analysis of the country's GDP structures (both
by industry and employment shares), as well as through an analysis of registered
foreign-owned enterprises and the proportion of their employees. Kazakhstan's
national cultural profile was also described and analysed by applying Hofstede's 6-
D model and conducting a cultural compass comparison among Kazakhstan's
country business partners (Hofstede Insights, 2022). In the second phase, the
characteristics of MNCs and their subsidiaries, investment objectives, and their
competitive factors are analysed. In the last phase, the HRM practises of the MNCs
and subsidiaries are analysed, focusing on employee roles and functions, employee

turnover, and employee competencies.

Findings and Discussions

Kazakhstan Socio-economics Overview

As the largest landlocked developing country in the world, Kazakhstan has made
impressive progress since its independence in the early 1990s. Measured by GDP
(PPP per capita), which reaches about 27 thousand USD, Kazakhstan can be

classified as an upper middle-income country (World Bank, 2021). Driven by
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foreign direct investment (FDI), Kazakhstan's GDP has grown 9-fold since 2000,
making Kazakhstan the largest economy in Central Asia and earning it an
investment-grade rating from international rating agencies (Dettoni, 2019). The
country strives to maintain its thriving socioeconomic growth in the future with a
compound annual growth rate (CAGR) of GDP of about 1.2% between 2010 and
2020, to $164.8 billion in 2020, and a continued stable macroeconomic situation
with manageable inflation and unemployment rates, as well as a significantly higher
ranking in global indicators (World Bank, 2021; Schwab, 201g). Table 1 summarises
Kazakhstan's socioeconomic performance in 2020, which is derived from the main

indices measuring global performance.

Table 1. Kazakhstan — Socio-economics Statistics Performance (2020)

Socio-economics and measurement 2165
o Unit 2010 2020 (2010-
2020)
Population Million 16.3 18.4 1.34%
GDP USS$ Billion 148.0 164.8 1.20%
GDP per capita (PPP in US$) 19,225.1  26,754.4 3.74%
Unemployment rates Per cent 5.8% 4.9% -1.86%
Inflation rates Per cent 7.1% 6.8% -0.53%
Global Competitiveness Index (2019) rank of (total world countries) 55 (140)
Doing Business Index (2019) rank of (total world countries) 25 (190)
Human Development Index (2019) rank of (total world countries) 51 (189)

Sources: World Bank (2021), World Economic Forum, UNDP, Ministry of National
Economy Kazakhstan; Schwab (20109)

Table 2 describes the GDP structures of Kazakhstan in 2021, which is still mainly
dominated by mining/extractive industries (14%), slightly less than the largest
contributor, namely wholesale and retail trade (17%), followed by manufacturing
(13%) sectors. Interestingly, despite its large share of GDP, the mining sector
absorbed only 2% of jobs. The largest contributor to employment after the
wholesale and retail trade sector (16%) was agriculture and fishing (13%), followed
by education (9%) (Bureau of National Statistics, 2022). It explains that the
employment structure profile of Kazakhstan is still led by the oldest, conventional
sectors. In terms of GDP per employed person, extractive industries contributed
the highest share (6o thousand KZT), followed by real estate (33 thousand KZT) and
finance and insurance (about 13 thousand KZT), while employment in the education

sector accounted for the smallest shares, about two thousand KZT.
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Table 2. Kazakhstan GDP Structure and Employment (2021)

GDP per

Industry Sectors GDP by Industry Employment by employed
Industry e

KZT Billion Yo 000 people Yo KZT 000

Agriculture, forestry ang fishing 4,145 5.1% 1,175 13.3% 3,527

Mining and quarrying 11,459 14.1% 191 2.2% 60,026

Manufacturing 10,809 13.3% 1,089 12.4% 9,924

Construction 4,714 5.8% 631 7.2% 7,471

‘Wholesale and retail trade 14,385 17.7% 1,421 16.1% 10,121

Transportation and storage 5,282 6.5% 618 7.0% 8,555

Information and communication 1,950 2.4% 160 1.8% 12,213

Financial and insurance activities 2,438 3.0% 189 2.1% 12,900

Real estate activities 5,282 6.5% 158 1.8% 33,349

Professionals 2,844 3.5% 255 2.9% 11,168

Education 2,763 3.4% 1,110 12.6% 2,490

Healthcares & Social works 2,032 2.5% 512 5.8% 3,965

Other sectors 13,166 16.2% 1,303 15.0% 10,102

Total 81,269 100.0% 8,812 100.0% 9,223

Source: Bureau of National statistics, 2022.

Based on the latest record from the National Bank of Kazakhstan (2022), FDI by the

country of origin show that most foreign investors in Kazakhstan come from

traditional European countries and former allies of Kazakhstan, such as the
Netherlands, which contributes about 37% of total FDI, followed by the USA (24%),
France (8%) and Russia (4%) (Figure 1). Other Asian investors such as China and

Japan contribute about 6% of total FDI. These share patterns are quite similar

compared to 2005 data, where most FDI came from the Netherlands (25%),
(15%), and France (10%).

2021 (OcH) Professionals

US$170 B Trade 3% it
3% 4%
Others Manufacturing
21% 7%
. Netherlands Transportation
Cg‘;“‘ 37% 2%
’ Finance
Japan 3%
3%
Russia e
4% France Mining
8% 76%

USA
24%

Source: National Bank of Kazakhstan (2022)

Figure 1. FDI by Country of Origin (Left) and by Industry Sectors (Right)
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In terms of FDI by the economic activities, mining sector has still dominated which
accounted about three fourth of the total investment, followed by manufacturing
(7%), transportation (4%), trade, finance, and professionals that equally contribute
by tree percent. It can be concluded that foreign investors still like to invest in the

old-fashioned natural mining resources in this country.

Kazakhstan Employment and Workers Performance

As for employment, almost half of the population is classified as employed, both in
the 2014 and 2018 figures, with an annual growth of half a percent. The employed
make up about 95% of the total population (Ministry of National Economy, 2019).
Fascinatingly, more than one-third of the labour force has earned a university
degree, with an annual CAGR of 3%. This explains why Kazakhstan scores better

than other landlocked developing countries in the classification of employment.

Although the number of foreign-owned registered enterprises in Kazakhstan is
increasing by about 3% annually, the number of foreign workers (FLW) has
decreased from more than 32 thousand in 2015 to just under 22 thousand in 2018,
a decrease of almost 50% (Figure 2). This is in line with the policy of the Kazakh
government under the Ministry of Labour & Social Protection of Population (2018)
to protect the domestic labour market since 2001 through an annual quota for
foreign workers that did not exceed 0.7% of the total labour force (Podr et al., 2017).
The pie chart shows that China overtook Turkey as the largest contributor in 2017,
providing about 56% of the total foreign labour force working in Kazakhstan. It is
expected to support the Silk Road Project under the Belt Road Initiative Long Part
Projects, which has been promoted by the Chinese government since 2014
(UNCTAD, 2014).
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Source: Ministry of Labour & Social Protection of Population, Kazakhstan (2018)

Figure 2. Foreign-owned Companies Performance and Foreign Labour Workers
(FLW) by Country of Origin

In 2017, more than 96% of the FLW quota was allocated to foreign professionals
only, including 6% as the first category (top executives), 19% as the second category
(heads of departments), 46% as the third category (specialists), and 25% as the
fourth category (skilled workers), while the small percentage (less than 4%) was
allocated to the rest as seasonal and transfer workers (Figure 3). The FLW quota for
industries was dominated by construction, which accounted for almost one-third
of the total quota. It is likely that the Kazakh government is focusing on pushing

more infrastructure projects that require skilled labour to complete.

FLW Quota by Skills Category FLW Quota by Economic Acti
Seasonal workers
4th (Qualified 3% Manufacturing 1,274
workers) Transfery
25% 1
1st(Top
Managemen' Services 2,254
6%
2nd (Heads of | Mining 2,282
Divisions)
3rd (Specialists) 19%
46%
Constructions 16,183
4,000 8,000 12,000 16,000

Source: Ministry of Labour & Social Protection of Population, Kazakhstan (2018)
Figure 3. Foreign Labour Workers Quota (FLW) by Skills & Activities in 2017
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Notwithstanding the maintenance of the highest share of registered foreign-owned
enterprises (34%) in 2018, wholesale and retail trade is the only sector in Kazakhstan
where the number of registered foreign-owned enterprises is declining, with an

annual growth of 2% (Table 3).

Table 3. Number of Foreign-owned Companies in Kazakhstan (2005 and 2018)

L

Sectoral Group Industry 2005 2018 CAGR (%)
Number Shares (%) Number Shares (%)
Agriculture, forestry & fishing 62 0.77% 400 3.48% 15.42%
Mining industry 83 1.04% 273 2.37% 9.59%
Manufacturing 521 6.50% 1,430 12.42% 8.08%
Constructions 765 9.55% 1,229 10.68% 3.71%
Wholesale & retail trade 5,164 64.47% 3,891 33.81% -2.15%
Transportation & warehousing 234 2.92% 436 3.79% 4.90%
Professional, scientific/technical activities 394 4.92% 1,030 8.95% 7.67%
Accommodation & catering services 121 1.51% 234 2.03% 5.20%
Information & communication 107 1.34% 393 3.41% 10.53%
Financial & insurance activities 61 0.76% 188 1.63% 9.04%
Operations with real estate 121 1.51% 355 3.08% 8.63%
Administrative support services 113 1.41% 328 2.85% 8.54%
Education 40 0.50% 122 1.06% 8.96%
Healthcare & social services 33 0.41% 114 0.99% 10.01%
Arts, entertainment & recreation 63 0.79% 139 1.21% 6.28%
Others 128 g 1.60% 948 8.24% 16.65%
Total companies 8,010 11,510 2.83%

Source: Ministry of National Economy — Committee on Statistics, Kazakhstan (2019)

The highest percentage increase in registered foreign-owned enterprises was
recorded in the agricultural sector, with a significant increase of 15%, followed by
the information and communication sector (10%) and the social services sector
(10%). After wholesale/trade, manufacturing and construction contributed about
12% and 11% respectively. It can thus be seen from the table that the interest of
foreign investors to invest in the country has shifted to new and more promising
industrial sectors. This is in line with Kazakhstan's current policy under the new
government, which is making new efforts to diversify the country's economy
through an industrial plan, away from traditional commodity sectors through the
development of export-oriented manufacturing industries, both in agriculture and

other manufacturing sectors (Dettoni, 2019).
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Kazakhstan — National Culture Profile and the Culture Compass Country Comparison

Using the 6-D model of Hofstede et al. (2010) and Hofstede Insights (2022), the
national cultural profile of Kazakhstan can be described as follows. In terms of PDI,
with a very high score of 88, Kazakhstan is a nation in which those in power are very
distant in society, which means that people in this society accept a hierarchical
order. As for IDV, Kazakhstan has achieved a very low score of 20, indicating that it
is a strongly collectivist society. The society fosters strong relationships in which
everyone takes responsibility for and protects the other members of their group.
Loyalty is paramount and takes precedence over most other social rules. The next
dimension, related to the MAS, means that Kazakhstan has a share of both worlds
equally: masculine for certain parts and feminine for others, but no clearly
dominant cultural value. The very high score of 88 in the UAI also shows that
Kazakhstan as a nation sees mechanisms to avoid ambiguity. People do not readily
accept change and are very risk averse. They adhere to rigid codes of belief and
behaviour and are intolerant of unorthodox behaviours and ideas. To minimise the
degree of uncertainty, there is an emotional need for strict rules, laws, guidelines,
and regulations. The LTO received a very high score of 85, indicating that Kazakh
culture is very pragmatic. In societies with a pragmatic orientation, people believe
that truth depends very much on the situation, context, and time. They show the
ability to easily adapt traditions to changing conditions, a strong inclination to save
and invest, frugality, and persistence in achieving results. Finally, Kazakhstan
received a low score of 22 for the IVR dimension. This shows that Kazakhstan has a
culture of restraint. Restrained societies have a tendency toward cynicism and
pessimism. They also do not place much emphasis on leisure and control the
satisfaction of their desires. People feel that their actions are constrained by social
norms and that it is somehow wrong to indulge themselves. Figure 4 depicts the

national 6-D cultural profile of Kazakhstan.
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Source: Hofstede Insights (2022). Notes: PDI (Power Distance Index), IDV
(Individualism), MAS (Masculinity), UAI (Uncertainty Avoidance Index), LTO (Long

Term Orientation), IVR (Indulgence versus Restrain)
Figure 4. Kazakhstan 6-D Model National Culture Profile

The following figure (Figure 5) describes the comparison of the 6-D model of
national culture between Kazakhstan and several countries that have contributed
greatly to FDI over the past two decades (the Netherlands, the United States, the
United Kingdom, France), and some of the MNCs country of origin, including
Russia, Germany, China, and Japan (Hofstede Insights, 2022; National Bank of
Kazakhstan, 2022). There found quite similarity high scores above 8o: the PDI
dimension between Kazakhstan, Russia and China; the UAI dimension, between
Kazakhstan, Turkey, France, Japan and Russia; and the LTO dimension, between
Kazakhstan, Switzerland, Japan, Germany, China and Russia. In terms of a lower
scores (below 40), Kazakhstan shares the same experience of the IVR with Russia,
and the IDV with China and Turkey.
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Source: Hofstede Insights (2022) — author own modifications. Source: Hofstede
Insights (2022). Notes: PDI (Power Distance Index), IDV (Individualism), MAS
(Masculinity), UAI (Uncertainty Avoidance Index), LTO (Long Term Orientation), IVR

(Indulgence versus Restrain)
Figure 5. National Compass Culture Comparison

When looking at the leadership profile, it was found that among the different
leadership styles, transformational, transactional, and paternal leadership have a
greater impact on organisational performance in Kazakhstan (Mahmood et al.,
2020). Nearly two decades earlier, House et al. (2004) argued that in Kazakh
communities, charismatic and team-oriented leadership styles are the most
important factors in the need for leaders for this nation. Charismatic leaders
possess the ability to inspire and motivate others to achieve a strong result, while
team-oriented leaders possess the ability to build teams in a practical way to achieve
a common goal among team members. In contrast, people in Kazakhstan gave the
lowest score to the self-confident leader type because they believe they have

negative qualities to move this nation forward in the future. Overall, social practises

HRM Comparative Performance and Practices within MNCs’ subsidiaries in Kazakhstan
Muhammad Masyhuri

45



46

DOI - 10.47703/ejebs.v1i63.71

and values as well as leadership styles in Kazakhstan are similar to those in other

Eastern European clusters (House et al., 2004).

MNC:s subsidiaries’ Characteristics

Regarding the size of the MNCs' subsidiaries operating in Kazakhstan, about two-
thirds can be classified as small medium-sized enterprises (SMEs) with less than
250 employees, about 26% as medium-sized enterprises with 251 to 1000
employees, and only 8% as larger subsidiaries with more than 2000 employees
(Figure 6-Left). In line with data from the Kazakhstan Statistical Yearbook (Ministry
of National Economy, 2019), more than 97% of registered foreign-owned

enterprises were classified as SMEs.

250 - 2000 employees
26%

> 2000
employees
8%

',v"' more
/ than one
38% R
single

subsidiary
62%

< 250 employees
66%

Source: (Poor et al., 2017) — own modified

Figure 6. Employees Proportion Number within MNCs subsidiaries (Left) &
Subsidiaries Proportion Distribution within MNCs (Right)

Regarding the number of subsidiaries within MNCs, about 62% have only one
subsidiary and 38% have more than one subsidiary (Figure 6 — Right). This means
that the majority of MNCs did not expand their operations to the whole country
during the survey period (Figure 6-Right). This survey also shows that, according to
the country of origin of the parent company, the main sources were traditional
European companies such as the UK (15%), the Netherlands (8%), Switzerland (5%)

and Germany (3%), as well as Kazakhstan's neighbouring countries, including
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Russia (8%) and China (5%), and the old ally, the USA (8%) (Figure 7 - Left). It can
be concluded that the number of foreign investors in the country has not changed
significantly since the days of its dependence. However, based on the latest
statistical data from the National Bank of Kazakhstan, (2019) the trend in Chinese
outward investment has increased by more than 15% annually since 2005. Similarly,

the Netherlands' outward investment has increased by 10% annually for a decade.

OTHERS 33%

LUXEMBOURG 3%
Germany,
GERMANY 3% 18%
CZECH REPUBLIC 3%
CHINA 5% Others, 33%
SWITZERLAND 5%
Anglo-Saxon,
NETHERLAND 8% 23%
USA 8%
RUSSIA 8% Eastern
. Europe, 21%
TURKEY 10% Asian, 5%\\
uK 155 \/
0% 5% 10% 15% 20% 25% 30%

Source: (Poor et al., 2017) — own modified
Figure 7. Country Origin of Parents Companies (Left) & Culture Clusters of Parents
Companies (Right)

Figure 7 (Right) describes the cultural clusters of parent companies operating in
Kazakhstan. Since the majority of MNEs were from the European cultural area, the
cultural clusters were dominated by this region, with the exception of a small part
from the Asian cultural area. As confirmed by the GLOBE project (House et al.,
2004), there are strong similarities between the cultures of Eastern Europe,
Germany and Asia in terms of social cultural practices. Moreover, in terms of the 6-
D model, most of all cultural dimensions, with the exception of MAS, were found
to have Kazakh similarities with Russia and China (Hofstede Insights, 2022).
Latukha & Malko (2019) assert that despite economic growth, the former Soviet
legacy, i.e. Russia, still has a major influence on current HRM practices in Kazakh
companies. It is believed that these country clusters can work together in the Kazakh

business environment.
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Foreign-owned companies in Kazakhstan invest mainly in the development of
greenfield projects (Figure 8). Since independence, more than 80% of foreign
investments are classified as greenfield projects, while mergers and acquisitions
(M&A) account for only 20%. However, since the mid-1990s, the trend for both
methods has declined by 10% annually. In fact, there was no M&A investment after

2010. This is believed to be due to the global economic and currency crisis in 2008.

70%

60%
23%
50%

40%
13%
30% p 30%

20% 32 ‘ 17% ‘
29% |
10% 14% ‘ 14% ‘ 17%
0%
1990-95 1996-00 2000-05 2005-10 > 2010
M Merger & Acquisition M Greenfield Investment

Source: (Poér et al., 2017) — own modified

Figure 8 - MNCs Entry Modes

MNC:s subsidiaries Objectives Investments & Competitiveness Factors

Nearly half of the subsidiaries of multinational corporations in Kazakhstan
indicated that their most important goal in investing in the country is business
expansion, including market share development and portfolio expansion (Figure g
- Left). It is assumed that these foreign investors consider Kazakhstan as a
promising country for their visions. When comparing the competitive factors with
the industry average within the existing companies, 65% claim that they have better
innovation rates, and even 29% confirmed that they have better rates in the quality
of services (Figure g - Middle). Overall, more than three times of the subsidiaries of
the multinational companies confirm that they are better and superior compared

to their competitors.
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Figure 9 — MNCs Objectives Investments (Left), Competitiveness Factors Compared
to Industry Average (Middle) & Key Importance of Organisational Competitiveness
Factors (Right)

Regarding the factors of organisational competitiveness in the MNCs' subsidiaries,
management and workforce competencies were considered the most important
critical factors in daily operations, accounting for approximately 69% and 59%,
respectively (Figure g - Right). Labour costs accounted for the lowest percentages,
which means that most of the MNCs' subsidiaries investing in Kazakhstan do not

consider lower labour costs as investment factors.

HRM Operations

According to Dooney (2015) of the Society for Human Resource Management
(SHRM), the average ratio of HR to employees for all organisations is 2.57, while the
ratio for small organisations with fewer than 250 full-time employees is 3.40, which
means that a single employee (HR) should be responsible for about 74 employees.
The trend seems to be better in the subsidiaries of multinational corporations in
Kazakhstan: 433 HR employees come to 19 thousand employees, i.e. every HR
employee comes to 43 employees. Figure 10 (Middle) shows in detail how the total
number of HR employees is distributed among the subsidiaries of MNCs. Due to
the special characteristics of SMEs, about 83% of the subsidiaries of MNCs employ
less than 10 HR employees in their companies. Moreover, only 8% of the companies

hire more than 20 HR employees.
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Regarding the share of labour costs in the total operating costs of the companies,
almost 40% of the subsidiaries of the MNCs spent less than 10%, while about 35%
spent between 10% and 30% and only 26% spent more than 30% (Figure 10 - Left.
For the annual training budget, only 31% of MNCs subsidiaries spent more than

5% of their total labour costs and more than half of MNCs subsidiaries spent less

than 3% (Figure 10 - Right).
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. 8% > 5% of total labour =
>30% of operating 26% 1120 persons costs / i
costs / % \ <
A 3%-5% of total labour ™
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Source: Poor et al. (2017) — own modified.

Figure 10 — Proportion Costs of Labour (Left), MNCs Subsidiaries of HRM Staff
Numbers (Middle) & Annual Training Budget (Right)

Figure 11 (Left) shows the share of expatriates and Kazakhs in patriates based on
managerial and non-managerial positions. In terms of the share of expatriates,
more than 63% of all expatriates were in managerial positions, of which almost half
consisted of 6 to 10 people and only 4% employed more than 10 people in the
MNCs' subsidiaries. In the case of non-management positions, expatriates did not
fill more than half of the positions in order to comply with Kazakhstan government
regulations protecting non-management positions that should be reserved for local

workers only.

HRM Comparative Performance and Practices within MNCs’ subsidiaries in Kazakhstan
Muhammad Masyhuri



Eurasian Journal of Economic and Business Studies #1 (63)-2022

70% 90%
60% 80%
0~ o
;
50% 60% 6%
40% 53% 50%

1

20% 0%
.
™ as% % % | O
20% % 7% 20% i 0%
10% 20% 0% 20
i = U ‘ \ = \
4% 2%

0%

0-1 person 2-3 person 4-5person  6-10person > 10 person 0-1 person 2-3 person 4-5person  6-10 person > 10 person

managerial position non-managerial position managerial position non-managerial position

Source: Poor et al. (2017) — own modified.

Figure 11 — Proportion Numbers of Foreign Expatriates (Left) & Kazakhs In patriates
for Managerial and Non-Managerial Positions (Right)

For Kazakh in-patriates, the situation seems to be quite different, especially in non-
managerial positions, where more than 10 people of in-patriates worked in 63% of
MNCs' subsidiaries. In the case of senior executives, 2-3 persons worked in 33% of
the subsidiaries of the MNCs. However, overall, managerial positions were held by
more than 60% of expatriates and in-patriates in both cases. Harzing et al., (2016)
argue that the aim of employing expatriates and in-patriates in managerial
positions is to enable greater knowledge transfer between their parents' home
companies and the local host country, as they have better and wider access to
information and knowledge and can exert influence on their parents' home

companies.

HR Comparative Practices and Functions

Regarding the HR functional guidelines provided by the parent company to its
subsidiaries, it became clear that the majority of them (62%) only provide general
HR guidelines and frameworks. Only 8% provide more detailed HR models in the
form of standard operating procedures (SOP), and the remaining 16% give freedom
to perform HR and 14% provide outsourcing for HR functions and practices (Figure
12 - Middle). Regarding the concept of comparative HRM practices based on the

work of Sparrow et al., (2017), it seems that the majority of subsidiaries of
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multinational companies in Kazakhstan already apply the concept of divergence of
HRM practices, where the parent company gives the local HR department the
necessary ease and freedom to retain certain aspects of local cultures, work
structures and performance, rather than enforcing the concept of convergence,

where all HRM policies, functions and practices are adopted by the parent

companies.
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|
HR Information System Qutsourcing for all HR decisions ’ 0]
C - I3 HR Information syatem knowledge / 26%
Employee Relations ’22% B i [ ‘
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Figure 12 — HR Critical Areas (Left), HR Functions from Parents Companies (Middle)
& HR Manager Key Competencies (Right)

There are three primary HR functions critical areas in the subsidiaries of MNCs that
should be seriously operated, namely HR information system (HRIS) with 33%,
followed by health and safety (32%) and communication (31%) (Figure 12 - Left). On
the other hand, the least critical areas were HR planning (21%) and recruitment and
selection (24%). In terms of the HR key skills managers should possess, HR services
and functions topped the list at 33%, followed by business knowledge, strategic
contribution and foreign language skills at 29% each (Figure 12 - Right). In contrast,
personal credibility, such as achieving results, communication skills and effective

relationships were rated lowest at 22%

As far as decision making regarding HR practices and functions within subsidiaries
of MNCs is concerned, there is a clear division between the local HR department

(LHD) on the one hand and the local line management (LLM) representing the
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foreign parent company on the other. However, about one-third of HR decisions
were in the hands of LHD and only 19% in the hands of LLM, and the rest of HR

functions were exchanged between the two in consultative work.

Figure 13 shows that LHD made the majority of decisions about HR functions and
practices. For example, 46% decisions in the HR management IT system, 41%
decisions in employee communications, 39% decisions in recruitment, and 36%
decisions in talent management. While only one HR function and practice, health
and safety, had 38% decisions made directly by LLM. It can be concluded that HR
in the parent companies gives the main control and authority over HR functions,

policies and practices to their subsidiaries of the MNCs operating in Kazakhstan.
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Figure 13 — HR Comparative Functions & Practices Decision Maker between LHD
and LLM

As Edwin (2015) argues, in today's dynamic and changing business environment,
outsourcing is seen as a dominant preference for the organisation to focus on core
competencies while reducing operating costs and improving services. This can be

observed in the HR department in the subsidiaries of multinational companies in
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Kazakhstan, where more than two-thirds of HR functions and practises (HRFP) are
outsourced, with the highest share of talent management at 88%, followed by
recruitment and selection processes at 79% and 74%, respectively. The highest
proportion of HRFP performed internally is dedicated to planning HR (49%),
followed by training and development (46%) and industrial relations (42%).

Figure 14 (Right) attempts to provide information on the benefits of HRFP
implemented in the subsidiaries of MNCs. It shows that management obtains the
highest share of benefits with 58% of the best HRFP implementations. Employees
also benefit with 52%, followed by the increasing role of HRFP as a business partner

with 55%.
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Figure 14 — HR Functions & Practices (HRFP) of Internal-used vs Outsourcing (Left)
& HRFP Implemented Transformation (Right)

If there is no separate department HR in the subsidiaries of Kazakh MNCs, CEOs
(18%) can act as HR decision-makers in the implementation of all HRFP, followed
by the heads of administration (10%) and the head of the finance department (3%)
(Figure 15 - Left).
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Figure 15 — HR Decision Makers in Non-existence HR Department (Left) and HR
“Hot” Issues for Staff Retention (Right)

Figure 15 (Right) describes the hottest topics in employee retention from HR. It was
found that competitive wages topped the list at 97%, followed by workers with
foreign language skills (94%) and well-trained technical professionals (89%). The
highest point of wages was reportedly due to the devaluation of the Kazakh currency

during the survey period between 2015 and 2016 (Podr et al., 2017).

Figure 16, on the other hand, shows the compelling methods of HR people in their
skill development and knowledge transfer flow. The methods HR of staff
competence development can be built through both formal and informal learning
conducted internally and externally. It can be seen that 73% of local formal HR
education and training and 72% of informal learning in the parent companies are
the main contribution of the methods (Figure 16 - Left). This means that both

methods should be combined to achieve the best results of HR skills development.

To achieve the best results HR of knowledge transfer between subsidiaries of
MNCs, the survey revealed that knowledge flow between HR departments within
subsidiaries is the most significant contributor (about 85%), followed by knowledge
flow from parent companies to subsidiaries (about 80%) and also between
subsidiaries (79%) (Figure 16 - Right). However, according to Bengoa & Kaufmann
(2014), in order to achieve the best results in knowledge transfer and key practises,
the parties involved, including local companies, subsidiaries and parent companies,

should perform dynamic interactive actions. They also argued that both parties,
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especially the parent companies, should respect the structural dependence on the

local culture.
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Figure 16 — The Importance Methods between HR Personnel Competence

Development (Left) and HR Knowledge Transfer Flows (Right)

Conclusion, Managerial Implications and Limitation

This report has already discussed and analyzed the international HRM functions
and practices in the subsidiaries of the multinational companies in Kazakhstan.
There are four main findings related to the national cultural cluster type in
Kazakhstan and comparable HRM functions and practices. First, Kazakhstan
belongs to the Eastern European cultural clusters with high scores on the cultural
dimensions of power distance and group collectivism in terms of social cultural
practices. In terms of leadership style, Kazakhs promote charismatic and team-
oriented styles. Therefore, it is believed that Kazakh societies can cooperate with
other communities that have very similar values, including other Eastern European
countries and Asian cultures. Second, the subsidiaries of the multinational
companies in Kazakhstan tend to adopt the divergence of HRM functions and
practices instead of the convergence approach by giving more freedom to the local
HR departments to manage their HR roles and policies and also giving more

authority to the local HR department to make their own HR decisions, which is

HRM Comparative Performance and Practices within MNCs’ subsidiaries in Kazakhstan
Muhammad Masyhuri



Eurasian Journal of Economic and Business Studies #1 (63)-2022

considered to be the best for the companies. Third, most subsidiaries of MNCs
outsource their HR practices, especially in talent management and recruitment, in
order to attract the best and most productive employees to the company. Fourth,
most of the expatriates and in-patriates working in the MNCs' subsidiaries are in
managerial positions to ensure knowledge transfer between the parents' home
companies and the local host country and to comply with the Kazakh government's

quota policy for foreign workers.

This study is of great use to researchers, HR practitioners in the private sector and
public administration to understand the importance of the characteristics and
behaviours of human resource policies and practices in subsidiaries of
multinational companies in a country to improve labour productivity and business
efficiency. To achieve better results when working with different national cultures,
fostering cultural intelligence and knowledge acquisition between expatriates and

local employees is of utmost importance (Kozhakhmet & Nurgabdeshov, 2022).

However, in addition to its advantages, this study has its limitations as it is based
only on secondary data and information from previous research and surveys.
Therefore, further field studies are needed to comprehensively investigate HRM

practices and their implementation.
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Abstract

The chemicals and petrochemicals industry is currently one of the world's leading
international economies. But at the same time it also remains an industry where
harmful, difficult and hazardous working conditions for workers are present. All
occupational safety and health protection measures must be aimed at achieving the
main objective of reducing the level of occupational diseases on the basis of, first
and foremost, preventive work on risk factors. Professional activity at chemical and
petrochemical enterprises reveals the necessity to develop a clear algorithm of
occupational risk analysis, which has a common basis with assessment of other
technical risks. The chemical and petrochemical industry is an industry with a large
number of risks: risk of fire, risk of explosion, risk of leakage of harmful chemicals,
risk of evaporation of harmful chemicals. All these risks entail risks of getting sick:

respiratory tract cancer, etc. and the resulting disability or disablement.

This article examines some methods of occupational risk assessment in the
chemical and petrochemical industry. Analysis of methodologies such as the
ranking of occupational hazards, the Kwij Al-Dalemi occupational risk assessment,
as well as the French experience of the Laboratory Laboratory Network-Prevention
Network-National Surveillance for Occupational Diseases (Research National de
Vigilance et de Prevention des Pathologies Professionneles, RNV3P) and the US

experience of LHAT-Laboratory for Hazardous Substances Assessment in lowa State
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in the USA. The article details the methodology for ranking occupational hazards in
chemical plants and shows the ranking of occupational hazards by priority and their

short- and long-term exposure.

Keywords: chemical and petrochemical industry, occupational risk assessment,

harmful factors, chemicals, laboratories, diseases.

Introduction

Occupational risk assessment methodology is very important for early detection of
occupational diseases in chemical and petrochemical plants. This will help to reduce
the number of deaths and disabilities due to exposure to hazardous chemicals on

human health.

The analysed methodologies on occupational risk assessment, enable accurate
assessment of occupational risks at various chemical and petrochemical enterprises
in the world and can be recommended for the creation of similar laboratories and
systems for studying occupational risk assessment in the healthcare system of
Kazakhstan.

The aim of this paper is to analyse risk assessment methodologies for workers in

the chemical and petrochemical industry in Kazakhstan.

To date, there are a huge number of methodologies for risk assessment in the
chemical and petrochemical industry. In particular, various scholars have
considered risks in the chemical and petrochemical industry (Zheng et al., 2020).
For example, peculiarities of professional risks are: nature, big variety and
unpredictable consequences. In its essence, professional risk has two components,
which are equal in importance, but negative in nature: a priori and a posteriori (Al-

Dalemi, 2013).

A priori, which may be due to harmful or hazardous working conditions. A
posteriori, which allows to estimate the damage to the health of the work of
enterprises in the chemical and petrochemical industry. Nowadays risk can be

represented as a derivative of a certain risk of a situation, expressed through the

Development of Measures to Amend the Labour Protection Regulations
of the Chemical and Petrochemical Industry of Kazakhstan
Kuralay Nurgalieva, Leila Mardenova, Anel Usenova



DOI - 10.47703/ejebs.v1i63.78

frequency and consequences of risk realisation (Kucheneva, 2009). The World
Health Organization defines occupational risk as a mathematical concept reflecting
severity and frequency of adverse reactions of a human body to the given exposition

of a harmful factor of the industrial environment.

The algorithm for analysing occupational risk to protect staff from accidents and

occupational diseases can be presented as follows (Dabbagh & Yousefi, 2019):

- Hazard identification (identifying harmful and dangerous factors in the
working environment and work process);

- Identifying possible causes leading to undesirable events;

- Risk assessment (probability of the risk occurring, determination of the
magnitude of the consequences of an undesirable event, taking into account
the potential severity of the incident and the harm to human health, conclusion
on the acceptability or unacceptability of the risk);

- choosing and assessing the means of protection against each type of hazard;

- assessment of the residual risk after the implementation of the protection
system;

- assessment of the system to protect the life and health of staff as a whole

according to the class of working conditions.

Literature Review

At each stage of the analysis there are specific mechanisms, the application of which
is determined by the peculiarities of the working environment, economic
opportunities of the enterprise, professional competence of the personnel, allowing
to make the transition from reactive management of labour protection
(compensation for harm to health) to the preactive one (prevention of harm), i.e. to
preventive measures (Yousefi, Jahangoshai Rezaee, M., & Moradi, 2020). In the
Research Institute of Occupational Medicine of RAMS, an assumption was made
about the possibility of risk value on the index of diseases, which summarizes their

frequency and severity in one-number value (Viel et al., 2000).
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Russian researcher Kucheneva (2009) has proposed two ways of assessing a
posteriori risk: the first is to estimate morbidity; the second is to add up all risks of
work-related morbidity and to add up all risks of occupational injuries, occupational

diseases and morbidity with temporary disability from accidents.

The Russian scientist Izmerov (Kucheneva, 2009) also investigated several options
for assessing occupational risk in the petrochemical industry. These are the method
of complex point assessments; the Fi-Kinney method and assessment through an

occupational risk index (RPI).

Specific standards - occupational exposure limits (OELs) - are developed as the
main reference points for the control of hazards and are used in the development
of protective measures by industrial hygienists to decide on safe levels of exposure
to various chemicals that are present in the workplace(Safety and health in the use
of chemicals at work, 2014, pp.6-7). The definition and use of these standards (RELs)
for certain chemicals is the main working principle. An ELL is a limit of exposure
expressed in numerical form. Generally, these limits define a weighted average level
of exposure, where no health problems should arise for plant workers (Safety and

health in the use of chemicals at work, 2014, p.6).

In particular, the occupational exposure limit (OEL) for benzene should be
calculated taking into account the possibility of causing leukaemia in workers.
However, such a standard may not take into account another factor, that in addition
to the possibility of getting leukaemia, this substance is also very flammable and
here the risks of fire must be provided for (Safety and health in the use of chemicals
at work, 2014, p.7). It is also possible to adopt an established standard for one metal
that provides for a certain occupational exposure limit (OEL), but for another metal
this occupational exposure limit may not be provided for. Thus, it is necessary to
provide for the exposure of all possible metals to human health who have contact
with chemicals throughout the entire work cycle (Safety and health in the use of

chemicals at work, 2014, p.7).
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To address these problems in assessing human health exposures to hazardous
metals, a method that has been applied by the LHAT- Hazardous Substances

Assessment Laboratory in the US state of lowa could be used (Gibson et al., 2014).

This laboratory uses the types of hazards used by each laboratory group (Gibson &
Wayne, 2013):

1) biohazards;

N

) chemical hazards;
)

radiation hazard;

w

4) laser danger;
5) monomolecular hazards.
In particular, the LHAT laboratory uses 4 main categories (Jones, 2005), (Cooper &

Philips, 2004):

= Level A: High level (pyrophoric chemicals);
= Level B: Severe hazard level (severe fire);
= Level C: Medium hazard level (low hazard);

= Level D: Low level (low ignition level).

That is, each petrochemical facility can be assessed according to the levels of risk of

impact on human health and safety.

The experience of France in identifying risks to workers in chemical plants could

also be used (Faisander, 2011).

In France, for example, a prevention network, the National Surveillance for
Occupational Diseases (Research National de Vigilance et de Prevention des
Pathologies Professionneles, RNV3P) has been established (Walsh et al., 2005). This

network monitors all patients who fall ill at chemical and petrochemical plants.

In order to determine the relationship between diseases and occupational
exposures suffered by workers in petrochemical plants and to determine how these
exposures influence the occurrence of disease, the Database Individual

Occupational Copying Concept - ONR (Bonnetere et al., 2008) could be used.
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In the context of occupational health, the French National Network for Surveillance
and Prevention of Occupational Diseases (RNV3P) has created a growing database
that records all occupational health problems (OHP) diagnosed by a network of

specialist doctors each year (Bonneterre et al., 2009).

This network monitors all patients who fall ill at chemical and petrochemical plants.
To determine the relationship between diseases and the composite occupational
exposures that have been received at petrochemical plants and to determine how
these exposures affect the occurrence of these diseases. The Concept of individual
occupational diseases of employees from the radiation of substances of chemical

and petrochemical enterprises could be used (Faisandier et al., 2007).

In order to process this RNV3P data is given in the form of a relationship network,
where each RNV3P is represented in the RNV3P database as a node (vertex)
V=(p, )T, which has a unique combination of diseases (pathology) "p" and it is
associated with 3 dimensional exposure composite constructs e=(h, 0,s)”, which

are characterised by hazard set "h" and occupations "o" and 5 (Wild, 2005).

Conventionally, the hazard vector h=(h1, h2, h3 ,h4, hs) can include from 1 to g
explicit hazards that are present in occupational activities and are characterised as
"0o" and "s" and are suspected to be derived from illness. Each node (i=OHP) is
weighted by a common number "w" an identical ONR copy in the database) of

which each network can be held.

Methodology

From this point onwards, the influence graph can be generated in the following

order.

Say C;j_n(Co=C;; < 5) is defined by the number of hazards that are separated by 2
vertices U; ,U,U; (i,j=1,2......v) appearing each as ” copies in this database (Barabasi,

2007).

The network aims to provide and develop expertise on possible diseases: the

relationship between exposures, using the RNV3P database, to develop OHP
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surveillance and to identify emerging associations between diseases and

occupational exposures (Goh, 2007)

Occupational health problems (OVC)

Disease R Professional contact (e)

Danger h Activities

Danger1

Danger 2 Occupationat activities

Danger 3 Sector S
Danger 4
Danger 5
Figure 1. Health problems resulting from professional activities
Note-compiled by the author from the source (Faisandier et al.)

For example P = Hodgkin's lymphoma (Goh et al., 2007, p. 83) and (Muller et al.,

2005)

Development of Measures to Amend the Labour Protection Regulations
of the Chemical and Petrochemical Industry of Kazakhstan
Kuralay Nurgalieva, Leila Mardenova, Anel Usenova




Eurasian Journal of Economic and Business Studies #1 (63)-2022

h1 — solvents (35110)
h={ h2 — benzene (21311)

h3 — ionizing radiation (47100)
A theoretical framework for occupational exposure, defined as a network of OHP
associated with occupational exposures, was developed as a new approach that
allowed the characterization and analysis of the disease-exposure relationship
represented in the RNV3P database in the form of a relational network. Further,
occupational exposures are structured in terms of occupational exposure groups,
which constitute informative subsets of hazards considered as a spectrum of the
occupational exposure backbone tree, potentially associated with disease (Alexander

et al., 2007).

To illustrate the vast possibilities of this method, the RNV3P uses an exposure

approach.

As a result, it was found that professional work in NHL (National Chemical
Laboratory) Exposure-Function - can be described in terms of 86 embedded
exposure groups, defined as a set of common data of at least one component of the
professional multi-exposure (Fabro-Preay et al., 2001) (Rana et al., 2021). For
example, "organic solvents and diluents" are the most representative threat
associated with NHL. Exposure can also be related to "benzene", "ionizing
radiations" or "agricultural products" (Viel et al., 2000). Based on the knowledge
stored in a database of experts by physicians, occupational exposures are a crucial
step towards the development of monitoring of multiple exposures associated with

this disease.

Let us consider the following method of assessing occupational risks developed by
Imasheva, Nurgalieva, Alpysbaeva at the Republican Scientific Research Institute for
Labor Protection of the Ministry of Labor and Population of Kazakhstan (Imasheva
et al., 2011). In particular, it was proposed to use the method of a priori ranking of

factors in processing data obtained from a survey of respondents.

This experiment provides an opportunity to identify the object of study, to confirm
or refute some preliminary hypotheses, thereby giving a comparative assessment
of the impact of various factors on the optimisation parameters.
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A priori ranking of production factors has the following steps (Imasheva et al., 2011,
p-8s):

- calculating the raw data;

- calculating the sum of the ranks (312, aj);

- calculating the difference of the sums of each factor and the average sum of

the ranks (4;) and the sum of the squares of variance (S):

Zlnzl 2?:11 aj
n

Ai =Y, aj—

S =XiZ,(a) (2)

Where “aj” is the rank of each i-th factor in j-th respondent;
m-number of respondents;
n-number of factors;

assessing the consistency of all respondents' opinions is (determining the

coefficient of concordance w):

_ 125
= m?(n3-n)-mYP"Tj (3)

Tj=2(t® - t)) (4)

Where it is the number of corresponding ranks in the j-th ranking.

If the value of the concordance coefficient is much different from zero, it can be
said that there is an enormous relationship between the opinions of respondents
(Imasheva et al., 2011, p.86). This coefficient of concordance can only be applied
after assessing its significance, which can only be determined by x?-criterion. It is

calculated as follows:

128
XZ _m(n+1)+—1 (5)
n-1Y7'Tj
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Verification of this hypothesis of respondents' unity of opinion can be confirmed if,
for a given number of degrees of independence, the table value x*- is lower than

the calculated for 5% of the tabular level of verification (Imasheva et al., 2011, p.86).

Table 1. Values x?-relevant tolerance values ¢ = P{xz(")>|x2a}

k a
0,990,99 0,95 0,90 0,10 0,05 0,01

1 2 3 4 5 6 7

1 0,0002 0,004 0,02 2,71 3,84 6,64
2 0,02 0,10 0,21 4,61 5,99 9,21
3 0,12 0,35 0,58 6,25 7,82 11,34
4 0,30 0,71 1,06 7,78 9,49 13,28
5 0,55 1,15 1,61 9,24 11,07 15,09
6 0,87 1,64 2,20 10,65 12,59 16,81
7 1,24 2,17 2,83 12,02 14,06 18,48
8 1,65 2,73 3,49 13,36 15,51 20,09
9 2,09 3,33 4,17 14,68 16,92 21,67
10 2,56 3,94 4,87 15,99 18,31 23,21
11 3,05 4,58 5,58 17,28 19,68 24,72
12 3,57 5,23 6,30 18,55 21,03 26,22
13 4,11 5,89 7,04 19,81 22,36 27,68
14 4,66 6,57 7,79 21,06 23,69 29,14
15 5,23 7,26 8,55 22,31 25,00 30,58
16 5,81 7,96 9,31 23,54 26,30 32,00
17 6,41 8,67 10,09 24,77 27,59 33,41
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18 7,02 9,39 10,86 25,99 28,87 34,81
19 7,63 10,12 11,65 27,20 30,14 36,19
20 8,26 10,85 12,44 28,41 31,41 37,57
21 8,90 11,59 13,24 29,62 32,67 38,93
22 9,54 12,34 14,04 30,81 33,92 40,29
23 10,20 13,09 14,85 32,01 35,17 41,64
24 10,86 13,85 15,66 33,19 36,42 43,98
25 11,52 14,61 16,47 34,38 37,65 44,31
26 12,20 15,37 17,29 35,56 38,89 45,64
27 12,88 16,15 18,11 36,74 40,11 46,96
28 13,56 16,93 18,94 37,92 41,34 48,28
29 14,26 17,71 19,77 39,09 42,56 49,59
Continuation of table 1
30 14,95 18,49 20,60 40,26 43,77 50,89
40 22,16 26,51 29,05 51,81 55,76 63,69
50 29,71 34,76 37,69 63,17 67,51 76,15
100 70,07 77,93 82,36 118,50 124,34 135,81
Note: compiled according to Imasheva et al. (2011, p.87).

*Ranking chart construction.

As a result of the calculations, the tabulated value of the x?criterion is lower than
the calculated one, which means 95% confidence that respondents' opinion about
the degree of influence of factors is in conformity with, first of all, the coefficient of
concordance w (Imasheva et al., p.88, 2011). Having given a value of concordance
to all respondents, it is necessary to construct an average ranking diagram, plotting

on the x-axis the factors and on the y-axis the corresponding sums of ranks. The
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lower the sum of ranks of a given factor, the higher its place in the chart. This
diagram will be used to assess the significance of factors (Imasheva et al., p.88,

2011).

If the event is not uniformly exponentially decreasing, then a certain proportion of
the factors can be excluded from further study. If the event is uniform, then all
factors can be included in the experimental study. This ranking diagram can be
used to identify the most influential factors and to remove factors that have a

negligible minimum impact.

In cases with a very large number of factors, in addition to the overall unity of the
respondents’ opinions, determine by x? —distribution and unity for each factor

individually (Imasheva et al., 2011, p.88).

Table 2. Ranking of production factors by significance of impact on employees in
workshop No. 5 of AZKhS JSC

Ranking by factor
Respond | Harmful | Tension |Vibration| The Micro |Illumina| Noise | Average | Tj
ent(m) | chemicals | Labour complexi| Team | ted by sum of
and ty of the | climate |availabili ranks and
substances work to ty sum of
be done squares of
deviations
1 1 2 3 4 5 6 7
2 3 5 4 1 2 6,5 6,5 6
3 2 6 7 4 1 3 5
4 2 5 7 45 4,5 3 1 6
5 2 7 4 6 5,5 5,5 3 6
6 1 2 7 5 4 3 6
Sum of 11 29 36 26,5 19 24 26,5 24,571428 | 18
ranks
A -13,571 4429 | 11,429 | 1,929 | -5571 | -0,571 | 1,929
Ai? 184,184 19,612 | 130,612 | 3,719 31,041 | 0,327 | 3,719 373,214
Specific value x2-criterion 13,44916345

Note-compiled by the author from (Imasheva et al. (2011, p.88).
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Considering the above method of a priori ranking of factors, it is possible to identify
factors that do not have a significant impact on the parameter under study, these

factors can be excluded from the study (Imasheva et al., 2011, p.88).

Using the methodology used above, a ranking of production factors was
determined at JSC "Aktobe Chromium Compounds Plant" in the shops where
chromium anhydride and chromium oxide are produced in the Table 2 (Imasheva

et al., 2011, p.88).

Findings and Discussion

By calculating the values Ai for each of the factors of workshop No.s, the degree of
unity of the respondents’ opinions is determined (Imasheva et al., p.89, 2011). To
do this, the coefficient of concordance of opinions of respondents surveyed is
applied wwhich in this case has been calculated and is equal to 0.37, i.e. different
from zero. Therefore, we can say that there is a correlation between the opinions of
respondents. Therefore, the researchers do not identify the factors in the same way
(the value of the concordance coefficient found w is different from zero). The
significance of w can be calculated using the x?-criterion. The calculated tabular
value of x?-with a=0.05 and number of degrees of freedom f=7-1=6 is 12.59 [20,
p.89]. Therefore at a given number of degrees of freedom the calculated value is
lower than the calculated value for 5% level of significance (12,59<13,45). Thus, we
can say with 95-% confidence that the respondents' opinion on the degree of

influence of factors goes in accordance with the coefficient of concordance w =
0,37.

All this will make it possible to construct an average a priori ranking diagram for

the factors under study.
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Figure 2 - Distribution of production factors in workshop no. 5

for the production of chromium anhydride pigment chromium oxide JSC AZKhS

Note-compiled by the author from Imasheva et al. (2011, p.89).

As can be seen from this diagram, the first place is occupied by harmful substances
(sum of ranks 11), which have the greatest impact; the second is microclimate (19),
then light (24), then noise and heaviness of work, all having the same degree of
impact (26.5 each); next are work stress (29) and vibration (36) (Imasheva et al., 2011,
p.89).

Indeed, as a result of measurements of harmful factors of production at the
workplaces of the main professions of workers of the petrochemical plants, it was
determined that the average concentration of harmful substances Cr+6 exceeds the
maximum permissible values by 2 times, the microclimate indicators - the
temperature of the working environment during the warm periods exceeds the
standard values by 5-7°C, relative humidity and air velocity less than the normative

values, lighting indicators below the required value (Imasheva et al., 2011, p.89).

Conclusion

Thus, of the methodologies we have considered for assessing occupational risks,
the methodology for ranking harmful factors of production and work process is the
most acceptable. It can be used in determining the harmful factors of exposure in

the production process and for any industry, not only in the petrochemical industry.
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In addition, it is effective in developing a set of preventive measures and measures

to reduce risks at work.

In addition, we recommend the use of these techniques in the outsourcing of

occupational health and safety systems.

The methodologies considered for assessing occupational risks can be
recommended for the establishment of laboratories and systems for studying

occupational risk assessment in the healthcare system of Kazakhstan.
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Abstract

The article is aimed to analyze the migration process of labor resources taking place
in the regions of Kazakhstan within the Eurasian Economic Union (EEU) conditions.
Comparative analysis of international labor migration theories and their relation to
the migration process in the regions of Kazakhstan were outlined in the paper.
Moreover, a comparative analysis of the dynamics of internal and external
migration in the Republic of Kazakhstan and its regions was carried out. The study
justified the ways to decelerate the negative dynamics of population migration in
the context of the EEU. According to the results of the analysis, the largest number
of migrants migrated from Turkestan, Almaty, and East Kazakhstan regions in
recent years. Furthermore, Zhambyl and Karaganda regions are among five regions
with recorded negative migration balances. These trends reflect the current
demographic and economic security issues of the country, especially in regions with
a sharply declining population. Therefore, it is essential to control the flow and pace
of migration, the direction of migration, by improving the living conditions of the

population and providing employment in distant regions.

Keywords: migration of labor resources, EEU, labor market, unemployment,

foreign labor force, regional development.
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Introduction

In the context of the EEU, the processes of labor migration are considered the most
relevant issues. Labor migration plays an important role in analyzing the quantity
and quality of labor in the country and is related to socio-economic problems, such
as unemployment in the regions. In this regard, the purpose of the study is to
determine the impact of migration processes in the regions of Kazakhstan on the
labor market in the context of Eurasian integration. The objectives of the study are
as follows: to conduct a statistical analysis of the internal and external migration
process of labor resources in the regions of Kazakhstan within the EEU; to justify
the factors affecting labor migration in the regions; and to conduct a comparative
analysis of its impact on the labor market in the regions, as well as to propose ways

to reduce its negative consequences.

Literature Review

Migration always played an important role in the formation of the population,
respectively, in the labor market of individual countries and territories. Since the
second half of the XIX century, there were fundamental changes in the nature and
direction of migration flows. Currently, there is no single, coherent theory of
migration. Existing theories have been developed mainly independently from each
other and describe a number of aspects of migration. Nevertheless, these theories
contribute to the understanding of current migration processes and their impact
on the labor market. The main concepts of the main theoretical directions of labor

migration are presented in Table 1.

Table 1. The main theoretical directions of the labor migration process

Representatives of the | Brief description of theories

theory

Ravenstein's migration laws

Ravenstein, the 8os of | 1. redistribution of the population between territories.
the XIX century 2. territories differ mainly in their economic characteristics.

3. most migrants migrate short distances.

4. migration occurs in stages.
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5. each migration flow corresponds to the reverse flow.

6. remote migrants migrate to large industrial and commercial
centers.

7. urban residents are less mobile than rural residents.

8. women are more mobile than men in intra-country movements,
men are more mobile than women in long-distance movements.

9. large cities increase mainly due to migration.

10.the volume of migration increases with the development of
industry, trade, and transport.

11. one of the main reasons for Migration is economic reasons.

E. Lee’s push and pull factors

Li, 1966

Push factors: some factors of an economic nature (unemployment, low
income, high taxes) can be characterized as push factors; social and
political (poverty, discrimination, restrictions on freedom of conscience
and religion, war); unfavorable environmental and climatic conditions,
etc.

Pull factors: a high level of economic development, high income,
security, the ability to access the labor market (including in the informal
sector, which is important for illegal immigrants), and others.
Intermediate factors: transport costs, legal regulation of movements,
availability of information about the planned arrival area, etc.

Personal factors: personal decision factors that contribute to or hinder

migration.

Neoclassical theory of migration: micro and macro level

Friedman, Samuelson,
et al., 1960-1970,
Todaro, Maruzhko

The main conceptual assumptions of this theory at the macro level are:
1. international labor migration is caused by the difference in wages
between countries.

2. after the elimination of wage differences on a global scale, the labor
force will cease to exist.

3. human capital flows, in the case of highly skilled and low-skilled
labor, can go in different directions under the influence of different
driving forces affecting these processes.

4. the labor market is the main mechanism by which international labor
flows arise. Other types of markets are much less affected.

5. national governments can manage migration flows mainly by

influencing the labor markets of the sending or receiving countries.
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According to the microeconomic model of personal choice (M. Todaro,
L. Maruzhko), individual rational individuals make decisions about
moving based on the analysis of costs and income associated with
moving. One of the main components is the assessment of the
expected benefits of the income deficit. International migration is

understood as a form of investment in human capital.

Piore's theory of the dual labor market

Piore, the 70s of the XX

century

1. international labor migration is based on the demand of employers
in developed countries.

2. since the demand for migrants is formed due to the structural needs
of the economy, the level of wages is not a condition for labor
migration, so employers can hire workers without raising wages.

3. low wages in host countries do not increase in response to reduced
immigrants.

4. low wages in host countries may decrease due to an increase in the
number of immigrants.

5. the state's ability to influence international migration is low, and
significant changes in the economy affect the demand for immigrant

labor.

Wallerstein's theory of the world system

Wallerstein, 1970-1990

1. international migration is a consequence of the formation of a
capitalist market in developing countries.

2. International Labor flows correspond to international flows of goods
and capital, but vice versa.

3. international migration is typical for former colonial powers and their
former colonies.

4. international labor migration is associated with the globalization of
the market economy; it allows governments to influence the level of
immigration by regulating the foreign investment activities of
corporations.

5. due to the political and military intervention of the governments of
capitalist countries to protect investments abroad, another form of
international migration may occur-refugees.

6. as a result, international migration has nothing to do with the
difference in wages and employment rates between different countries,
it is caused by the dynamics of market creation and the structure of the

world economy.
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Note: compiled on the literature review (Melkonyan, 2015; Abylkalikov & Vinnik,

2012; Massey et al., 1993; Lee, 1966; Ravenstein, 1989).

Classical theories of migration are used to identify socioeconomic, demographic,
and other problems in the development of individual regions and countries. These
theories are viewed as a theoretical basis for identifying the causes of labor
migration in the Republic of Kazakhstan and its regions within the EEU and
analyzing its impact on the labor market of the regions. The study of the current
labor migration processes in Kazakhstan is based on Ravenstein's theory of
migration laws, Lee’s push/pull factors theory, and the neoclassical theory of
macro/micro level. First, according to Ravenstein’s migration laws, large cities
increase mainly due to migration: Almaty, Nur-Sultan, and Shymkent. Secondly,
the volume of migration increases with the development of industry, trade, and
transport. Third, one of the main reasons for migration is economic reasons: the
optimal state of the labor market and a high level of wages. According to Lee's
theory, the pull factors of migration in Kazakhstan are common for the following
regions: West Kazakhstan, South Kazakhstan regions, and large megacities. The
push factors (unemployment, low income, unfavorable environmental and climatic
conditions) are common in the eastern, northern, and central regions of the

country.

Currently, there is a certain disparity in the socio-economic development of the
regions of Kazakhstan. In several regions, there is a trend of rapid and stable
positive dynamics of development. Whereas in other regions, there is a long-term
stagnation in the development of the economy (Sal*zhanova & Gelashvili, 2017).
Such differences in the development of regions have a significant impact on the

quantity and quality of the labor force and its migration processes.

Methods

The methodological foundation of the study is foreign and domestic works in the
field of international labor migration and the labor market. Following research

methods are used: theoretical method, statistical analysis, comparison,
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classification, and logical method. This set of methods is used to identify the
essence of labor migration processes, to outline the specifics of development in the
context of integration and its impact on the labor market in a particular region and

country.

Findings and discussion

International migration in the Eurasian Economic Union is one of the main factors
for ensuring sustainable socio-economic and demographic development of the

EEU member states.

Currently, the importance of the demographic potential increase is recognized by
all member states of the Union. Each member country pursues a policy to maintain
demographic security and increase the standard of living and life expectancy. This
policy, as a rule, is reflected in various programs, projects, and national security
strategies adopted by the EEU countries, considering their own priorities
(Osadchaya & Vartanova, 2021). On the one hand, migration compensates for
demographic losses and reduces the burden on the social protection system of the
Union countries, which are at risk of depopulation and shortage of labor resources.
On the other hand, migration enables the maintenance of political and socio-
economic stability in countries with high rates of natural population growth and
overworking. In this regard, the development of common approaches to regulating
migration processes in the EEU and the formation of a common labor market, the
removal of barriers to the movement of goods, services, and capital became an

important achievement of the Eurasian integration process (Gayeva, 2019).

The EEU treaty established a number of basic rules aimed at ensuring freedom of
movement of labor resources on the territory of the Union. The created conditions
are an additional incentive for the labor activities’ legalization of citizens in the
territory of the member states of the Union. These conditions assist to form a single
labor market on the EEU territory. Citizens of the member states do not need to
pass exams for knowledge of the language, legislation, and history of the state of
employment in order to obtain a work permit, as well as to conduct additional

procedures for recognizing educational documents for many professions. In
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addition, employees have the opportunity to work in accordance with employment
and a civil law contract, which significantly expands the scope of their employment
(Inform KZ, 2021). Despite the conditions under the agreement, it is complicated
to claim that a single labor market successfully operates in the EEU countries.
Currently, the negative impact of the geopolitical situation with Russia’s

participation and other economic factors on labor migration increases.

The project named "Unified search system" Work without borders "was launched in
September of 2019, by the decision of the Council of the Eurasian Economic
Commission. On July 1, 2021, it was put into commercial operation. The project is
a search engine for accessing information about vacancies and job seekers, the
engine contains the national information systems of the EEU countries in the field
of employment. The "Work without borders" project allows Kazakhstan citizens and
EEU residents to find a job within the organization. Employers of the member
states, therefore, receive an additional, verified source of “hunting”. Thus, the
member states contribute to ensuring the mobility of labor resources, as well as the
development of remote recruitment within the Union. The project includes the
existing national systems of five countries: "Electronic Labor Exchange"
(Kazakhstan), "Gorts" (Armenian), the information portal of the state employment
service (Belarus), "Employment" (Kyrgyzstan),"Work in Russia" (Workforce

Development Centre, 2021).

Based on the analysis of migration processes in the EEU, the following features are

identified (Gayeva, 2019):

- Dominance of labor migration flows over a long-term period corresponding to
the distribution of migration flows for the purposes of entry into the post-
soviet territory: labor migration is more intensive than long-term migration.

- Uneven distribution of temporary and long-term migration flows. Most
migrants move to Russia, and migration exchanges between other member
countries in the EEU are insignificantly or practically absent. At the same time,
the migration attractiveness of Kazakhstan for labor migrants from Kyrgyzstan
and Russia gradually increases, although Kazakhstan gives way to Russia in

terms of the number of labor migrants from the member states of the EEU.
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- The largest flows of labor migration to the main host countries, Russia and
Kazakhstan, come from outside the EEU migration subsystem, in particular
from Uzbekistan.

- The main source of labor migration is Kyrgyzstan, where citizens make up 47%
of the total influx of labor migration within the EEU. The main source of long-
term immigration is Kazakhstan, where citizens make up 44% of the total
immigration flow.

- The common interethnic language and historically developed close economic,
cultural, political relations have a positive impact on the dynamics and intensity
of migration exchange between the EAEU member states.

- Common interest in migration and the inhomogeneity of their socio-economic

and demographic development.

In turn, the labor market of Kazakhstan faced an outflow of skilled labor. In

particular, highly qualified specialists were attracted by foreign countries since 2015.

The problems of the national labor market of the Republic of Kazakhstan within the
EEU include the following: increasingly, Kazakhstan citizens are engaged in
inefficient activities in the Russian market; low level of employment in high-tech
and knowledge-intensive industries; a decrease in qualification skills level of the
population due to the inability of the implementation in practice; a large number
of illegal labor migrants; an absence of the unified digital database on the

employment of citizens of the EEU (Tuleibaeva, 2021).

It is important to pay attention to the results of statistical analysis of the migration
process of labor resources in Kazakhstan since 2015. Due to the absence of the
official statistics for 2021, the dynamics of Population migration in Kazakhstan for

2015-2020 are depicted in Table 2 and Figure 1, respectively.

Table 2. External migration flow of the population of the Republic of Kazakhstan

in 2015-2020, in thousands of people

2015 2016 2017 2018 2019 2020

Number of arrivals 16,6 13,8 15,6 12,7 12,3 11,3
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Number of departures 30 35 37,7 41,9 45,2 29,1

External migration net -13,4 -21,2 -22,1 -29,2 -32,9 -17,8

Note: compiled on the basis of data from the National Bureau of Statistics

Migration dynamics in the Republic of Kazakhstan for
2015-2020

50
40
30
20
10

10 2015 2016 2017 2018 2019 2020

-20 -13,4

-17,8
230 -21,2 22,1

-29,2
-40 ! -32,9

Number of arrivals Number of departures External migration net

Figure 1. Migration dynamics in the Republic of Kazakhstan for 2015-2020,
thousand people

According to statistics, in Kazakhstan, the number of people who left the country
increases at a progressive rate every year since 2015 compared to the number of
people who moved to the country. As a result, there is a negative balance of
Population migration. Especially in 2018-2019, the number of migrants abroad
increased sharply. In 2020, there was a significant decrease in the number of
departures abroad. As a rule, immigrants to a foreign country are qualified
specialists and the main share of them is city residents. Most of them are specialists
in the technical, economic, and pedagogical spheres. Most of the immigrants who

enter Kazakhstan are low-skilled and focused on agriculture and construction.

Among Kazakhstan citizens, there was a negative balance of external migration
between the age of 16 and retirement age, i.e. 17.4 thousand people (23.6 thousand
people left, 6.2 thousand people arrived) in 2019. The negative balance of migration
of children under the age of 15 amounted to 8 thousand people (9.1 thousand

people left, 1.1 thousand people arrived). The largest number of people moved to
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Russia: 30.4 thousand people left in September 2019. The number of immigrants
in Russia was 2,2 thousand people. The second appealing country for migrants from
Kazakhstan is Germany, where the number of migrants is 2.1 thousand people. The
top three countries are Belarus, which is home to 297 Kazakhstanis. The five also
include Uzbekistan (220 people left) and the United States (190 people left).
Kazakhstanis often migrate to Kyrgyzstan, Israel, China, Turkey, and Canada. Most
of the settlers in Kazakhstan came from Uzbekistan (2.9 thousand people), Russia
(2.2 thousand people), and China (686 people) (Ranking KZ, 2019).

Over the past five years, CIS countries have been considered as the main directions
of emigration. Notably, 144.4 thousand people (89% of the total number of
emigrants) have left. Mostly, representatives of technical, economic, and
pedagogical specialties left the country. In 2020, according to the quota, 14
thousand foreign workers were attracted to Kazakhstan. The number decreased by
1.9 thousand people compared to 2019. Citizens from 104 countries worked on the
territory of the country, the largest number of citizens were attracted from China,
Turkey, and India. The leading attraction region is the Atyrau region. According to
the results of 2020, there are more than 40% of the FDI. In terms of profession,
engineers are the most relevant followed by foreign specialists (Workforce
Development Centre, 2021).

The coronavirus pandemic also had a significant impact on labor migration. In the
context of the pandemic, high prices for air tickets and expensive working patents
in Russia forced migrants from Central Asian countries to search for work in
Kazakhstan. At the same time, Kazakhstan is agreed to accept a foreign labor force.
Especially, considering the fact that the foreign labor force is eager to have the heavy
work compared to locals. For example, in May 2020, the authorities of the Atyrau
region (the West of the country) brought 600 people from Uzbekistan to employ in
the agricultural sector. Atyrau region, like other regions of Kazakhstan, faced a labor
shortage in 2020, when borders were closed due to a pandemic and migrants could
not enter the country (Nadzhibulla, 2021).

The dynamics of interregional migration in Kazakhstan in 2015-2021 is presented

in Figure 2.
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Figure 2. The volume of interregional migration in the Republic of Kazakhstan for

2015-2021, thousand people (Annual report of WDC, 2021)

In general, the main regions of departure across the country are the southern
regions. On the one hand, this is due to the fact that the southern regions are
historically characterized by the largest number and population density. On the
other hand, this trend is partly the result of the ongoing government policy to
stimulate resettlement from labor surplus to labor-deficient regions.

Within the framework of the state program "Enbek" for 2017-2020, approximately
26 thousand people were involved. Among these people, 13 thousand people are
characterized as a labor force. Almaty, Zhambyl, Kyzylorda, Mangistau, and
Turkestan regions are defined as donors of labor, whereas East Kazakhstan, North
Kazakhstan, Kostanay and Pavlodar regions are defined as regions for receiving
immigrants. State support for voluntary inter-regional resettlement includes
reimbursement of displaced housing and communal services, financial assistance
for relocation, assistance in retraining, employment and starting a business,
providing subsidies to employers assisting in resettlement (Workforce
Development Centre, 2021).

There is a visible disparity in the migration situation in the regions of Kazakhstan.

The migration balance of the regions for 2020 is shown in Figure 3.
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Migration balance in the regions of Kazakhstan for 2020
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Figure 3 - Migration balance in the regions of Kazakhstan for 2020, thousand
people

Note: compiled on the basis of data from the National Bureau of Statistics

In the regional context, the largest number of migrants migrated from the
Turkestan region, Almaty and East Kazakhstan regions. Zhambyl and Karaganda
regions are also among the five most populous regions. The leader in terms of
population migration is Almaty city, followed by Nur-Sultan and Shymkent. It
means that the process of urbanization develops rapidly. This trend, on the other
hand, leads to a disparity in the concentration of the population in the country and
increases the economic and social burden for large cities. Along with major cities,
a positive migration balance is recorded in the Mangystau region. Mangystau
region ranks second after the Atyrau region in terms of per capita nominal
monetary income (141,506 tenge — 2020). The region has a high industrial, transit,

and tourist potential.

Among the regions with a negative balance, East Kazakhstan, Karaganda, Pavlodar,
and Kostanay regions belong to the third group of socio-economic development.
These regions are rich in natural mineral resources. The main industries: mining

and processing industries are local raw materials, as well as mechanical
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engineering, light, and food industries. Regional programs for the development of
the second and third groups of regions are aimed at the diversification of industrial
production mainly in industrial areas, the development of entrepreneurship in
agriculture, the development of transport and communication infrastructure

(Temirova & Abdimomy " nova, 2016).

According to the Speech "New Kazakhstan: the way of renewal and modernization"
of the President of the RK, K.Tokayev on March 16, 2022, it was proposed to
introduce the following reforms in the administrative-territorial structure of the
state: the division of the East Kazakhstan region into two parts and the creation of
a new Abay region (Center — Semey); the division of the Karaganda region into two
parts and the creation of a new Ulytau region (Center — Zhezkazgan); the division
of the Almaty region into two parts - Zhetysu (Center - Taldykorgan) and Almaty
regions (Center - Kapshagai). These changes would provide a new impulse to the
development of the relevant regions, in particular, infrastructure development,
production activation, and the creation of new jobs. These conditions would reduce

the problem of unemployment and contribute to the attraction of labor resources.

The problem of unemployment is closely related to labor migration. According to a
study by Finprom.kz, in the first quarter of 2021, the unemployment rate was 4.5%
in the Karaganda region, 5.2% in the Turkestan region and Almaty. In 2020, the
unemployment rate was 5.1% in Almaty, and 5% in the Turkestan region. The
number of unemployed people in the Turkestan region increased by 2.3%, (42.6
thousand people), in Almaty - by 3.4%, (53.2 thousand people) (Strategy2050.kz,
2021). By territorial division, the main share of unemployed people (58%) lives in
cities of Kazakhstan, the rest (42%) - in rural areas. The urban labor force has
increased by 742.3 thousand people since 2010, making up 57% of the total
economically active population. At the same time, the number of labor forces in
rural areas has decreased by more than 183.6 thousand people or 4.5% over ten
years (Zholdaskyzy, 2019). That is, the process of urbanization in Kazakhstan is
accompanied by an increase in the labor force in cities, as well as an increase in
migration flows from rural to urban areas and an increase in the total number of

unemployed people in the structure of the urban population.
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Youth unemployment differs significantly by region. According to the NEET index
(15-28 years), Karaganda, Turkestan, and North Kazakhstan regions have a high level
of youth unemployment (Musaripova, 2018). Taking into account the scale of the
territory of Kazakhstan and the unbalanced concentration of the population, these
trends indicate topical issues of demographic and economic security of the country,
especially in regions where the population is sharply declining. Therefore, it is very
important to control the flow and pace of migration, the direction of migration, by
improving the living conditions of the population and providing employment in

remote regions.

According to the Statistics Committee on employment in 2018 of the Ministry of
the national economy of the RK, numerous factors affecting the difficulties in
finding a job or the causes of unemployment were identified. Among the most
important causes of unemployment in Kazakhstan are voluntary dismissal (23%);
impossibility to find a job (22.5%); family reasons (11%).

Voluntarily, they work mainly in the northern regions. This is due to the observed
trend of internal and external migration. The main departure countries are Russia
and countries outside the CIS (especially Germany, USA). The negative balance
prevails in the north-eastern and central regions of Kazakhstan, regions with a
predominance of the Russian population.

There are also several opinions supporting the idea that currently, the country's
education system does not provide an adequate level of training for young people
for the labor market. There is a significant imbalance between labor and supply.
As a result, it is necessary to note the main reasons for youth unemployment in the
labor market of Kazakhstan: the lack of a system for allocating jobs for graduates of
higher educational institutions in accordance with the received specialty and the
difference between the required specialties in the labor market and the specialties
of graduates. For developing countries, one of the main sources of solving youth
unemployment is small and medium-sized businesses. In this regard, it is
necessary to pay attention to the revitalization of the private sector. It is also
necessary to create conditions for long-term trips to regions where there is a

shortage of Labor. Thus, in each region, a unique labor market should be formed
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under the influence of the sectoral structure of the economy, population density,
migration processes, the level of professional training, the activity of enterprises,
the activities of the public sector, and various other factors.

In Kazakhstan, at the regional level, there is a tendency to increase the outflow of
young people to study outside the country and continue to leave for permanent
residence. There is also a high trend of young people moving from rural to urban
areas. In this regard, youth unemployment is becoming more relevant. At the same
time, currently, in the labor market of Kazakhstan, there is a large influx of
humanitarian specialists and a shortage of technical personnel. Therefore,
specialists in the foreign labor force are a temporary alternative solution to quickly
meet the needs of enterprises for highly qualified labor.

Pulling factors for the educational migration of Kazakhstani youth can be divided

into three groups:

1) Group of economic factors. Educational migration reflects the differentiation
of regions in economic and social terms. Kazakhstan has a high unemployment
rate, limited employment opportunities, low wages, and a lack of jobs in certain
fields. At the same time, there is a higher level of socio-economic development,
high living standards (including high-quality medicine and education), a high
level of accommodation and comfort of life and social security, wages, fair

competition and opportunities for business abroad.

2) The state of the education field. Receiving a high-quality education remains
the most effective social lift and is regarded to resolve economic issues.
Education obtained abroad enables broader opportunities and allows the
establishment of international contacts. A sociological survey conducted as part

of the study showed that educational migration turns into labor migration

3) A group of political factors: young people's perception of the political system
of their country, the provision of public services in education, healthcare, social
protection, and the comparison of these factors with their capabilities

(Ledeneva & others, 2021).
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Another trend is climate migration. The Groundswell report predicts that by 2050,
216 million people in six regions, including Central Asia, could migrate to other
countries. Internal climate migration will increase over the next few decades and
accelerate in the second half of this century unless countries reduce global
greenhouse gas emissions and build resilience to the current and future impacts of
climate change (Forbes, 2021). Climat migration is observed in the harsh regions of
Kazakhstan - in the central, eastern, and western regions, and the ecological
situation leads to a large outflow of the population from some regions (Semey,
Kyzylorda).

In this regard, labor migration in Kazakhstan takes place in two formats:
- official participation of foreign labor force;

- labor migration, coming mainly from Central Asia and Russia, is difficult to assess

within the framework of the EEU and is not spontaneous (Analytical report, 2017).

In general, during the observed period, 308.6 thousand foreign labor forces were
involved in the production, including the management staff of companies. The
main share is made by highly qualified specialists, as they are in demand in the

local labor market.

Since 2010, China has been the leader among countries in terms of the number of
foreign specialists (31.2% of the foreign labor force). This is due to the construction
of the highway that connects Western Europe and Western China. At the same time,
the main share in the structure of direct investment between Asian countries is
made by China.

Besides China, in the labor market of Kazakhstan, the main cohort of the foreign
labor force is citizens of Uzbekistan, Turkey, India, and the United Kingdom.

The reason for this trend is the investment climate of the regions. The investment
climate of Kazakhstan is divided into five main territorial divisions: the central-
eastern territory (30%), the south-eastern territory (25%), the Northern Territory
(18%), the Western territory (16%), and the southern territory (11%). However, the

attractiveness of the regions for foreign investment, on the one hand, leads to a
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problem solution of unemployment in the region, and on the other hand to the

increase of the labor market by foreign labor.

Thus, from a macroeconomic point of view, immigration provides a number of

benefits to the host country. In addition, international labor migration offers certain

benefits to the sending country:

- the unemployment rate and the cost of its social services will be reduced;

- citizens working abroad improve the balance of payments;

- business activity will be intensified. Some emigrants return to their country
with capital to start their own business.

Whereas the negative consequences of labor emigration include:

- there is a loss of national resources spent on the population.

- there is a brain drain, thereby weakening the national economy and weakening

the scientific potential of the country;

- there is an imbalance in the demographic situation.

Conclusion

Overall, the decline in the population can be assessed as a threat to the economic
and demographic potential and national security of the region. In particular, it leads
to a shortage of new labor resources in the national economy, and, accordingly, to
an increase in dependence on foreign labor, and to an increase in interregional
disparity. This threat is typical for Turkestan, East Kazakhstan, and North
Kazakhstan regions, as well as Karaganda regions, which are primarily peripheral

regions of the country.

Therefore, the problem of “brain drain” becomes more relevant since it is
accompanied by a decrease in the level of human capital and a decline in labor
productivity. The loss of a highly skilled workforce for the country reduces the
chances of generating groundbreaking ideas and innovations that could drive

technological progress and fuel economic growth.

In conclusion, in order to reduce the negative dynamics of population migration in
the conditions of the EEU and its negative impact on the labor market of the

regions, it is important to implement a set of measures at the regional and state
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levels. Notably, by creating special economic zones for the development of
industrial and tourist potential of the regions; by solving issues of infrastructure
development of the regions, i.e., transport, public places, facilitating the availability
of universities; by improving the investment climate, as well as strengthening legal
control and responsibility for the impact of large enterprises on the environmental

situation in the regions.
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Abstract

It is significant to resolve important socio-economic tasks such as increasing the
availability of housing for the population, increasing the share of housing owners
in order to stabilize society. To provide solutions, there is a necessity to form a
market housing financing system that meets the competitive demand of the
population for housing. The main directions of worldwide recognized long-term
financing of housing construction are mortgage lending and the system of
construction savings. Therefore, for Kazakhstan, the effective formation of the
mortgage lending system is one of the priorities of housing policy. At the current
stage of Kazakhstan's development, the mortgage lending system is the most
important direction for the development of long-term housing financing.
International experience depicts that the development of mortgage lending brings
maximum benefits for the state and the country's economy as a whole. This is
explained, first of all, by the fact that it affects problems of a housing nature and is
quite significant on the part of the social policy of the state. Taking into account the
multilateral socio-economic effect of the development of the mortgage lending

system, this problem is presented as particularly relevant for Kazakhstan.

Moreover, it is essential to study the current results of the system over the past
years and determine the level of development of the mortgage lending system in
modern conditions to provide an analysis of the current state of mortgage lending

in the country. The analysis of statistical data on the indicators of mortgage lending
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is carried out. The study encompasses the main issues related to the current state

of mortgage lending in the Republic of Kazakhstan.

Keywords. mortgage, mortgage lending, housing, mortgage lending market in
Kazakhstan, mortgage portfolio.

Introduction

Currently, within Kazakhstan’s economic conditions, it is unaffordable for many
citizens to independently accumulate funds for the purchase of real estate. In this
regard, a mortgage is the only opportunity for the population to have their own
housing. A mortgage is an effective tool used in world practice; it is a loan secured
by real estate. When issuing a mortgage loan, the borrower receives a loan for the
purchase of real estate and issues it as collateral to the bank. The borrower's right
of ownership occurs right after the purchase. A mortgage loan is issued for a certain
part of the cost of housing. The remaining part of the cost of the housing must be
paid by the borrower from his or her own funds and is called a down payment. A
mortgage is one of the most reliable ways of lending. There is a correlation between
the market relations growth in Kazakhstan and the necessity of the development of

mortgage loans every year.

The study aims at analyzing the current state of mortgage lending in the Republic
of Kazakhstan.

Literature review

Legal support of mortgage lending in the country is carried out by the Law of the
Republic of Kazakhstan (dated on December 23, 1995) "On the Mortgage of Real
Estate"; it regulates relations arising in the application of mortgage of the property

as a way to ensure the fulfillment of obligations.

There are diverse opinions among scholars regarding the meaning of the
“mortgage” term. According to Balabanov (2002) "a mortgage is a loan received

under the pledge of real estate", and according to Dovdienko (2015), "a mortgage is
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a pledge of land and another real estate for the purpose of obtaining a mortgage
loan (collateral loan)", as well as Razumova claims that (2016) "immovable property
is one of the forms of property security of the debtor's obligation remaining in the
debtor's ownership, and in case of non-fulfillment by the creditor of its obligation,

it acquires the right to fulfillment through the sale of this property"

Lepekhin (2009) distinguishes mortgage as "one of the natural methods of securing
obligations" and mortgage lending as a set of actions to provide a loan (loan) using
a mortgage as security for the return of funds between the borrower; the pledgor
on the one hand and the credit organization (other organization) on the other".
According to local scholars such as Makysh (2011) "mortgage loan is a long-term

loan with the pledge of real estate".

Based on the international experience, the development of mortgage lending
provides maximum benefits for the state and the country's economy. This is
explained, first of all, by the fact that it affects problems of housing features and is
significant within the social policy of the state by stimulating the personal initiative

of citizens (Fedorova, 2017).

Following factors influence the development of the industry and the availability of

mortgage loans:

- the degree of development of the real estate market (market size, including
economy-class housing);

- the volume of commissioning of new housing;

- real estate value;

- income level of the population (stability and transparency of income);

- regulatory factors (laws and regulations that establish the rules of conduct of
market participants);

- other internal and external economic factors (Osipov, 2012).

There are main problems impeding the further development of the mortgage as a
financial mechanism: high-interest rates for borrowers; high requirements for

borrowers — mortgage borrowers; significant amounts of initial contributions;
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distrust of the main mass of borrowers in the stability of their own financial

condition; low liquidity of the collateral object (Baymagambetov, 2013).

A mortgage loan can be described as a loan with several specific criteria, because of
which banks, carrying out such a type of commercial activity, have the appropriate
risk. The main risk in such lending is "credit", that is, the risk of non-repayment of

the debt by the borrower in the appropriate term and amount (Kapisheva, 2014).

Methodology

The study of the current state of mortgage lending in the Republic of Kazakhstan is
carried out through several steps. First, there is an analysis of the mortgage
organizations’ activities operating in the market. Second, there is a classification of
the main indicators of mortgage lending by second-tier banks in the country.
Overall, the following methods are used in this study: analytical analysis, statistical

data comparison, induction, and deduction.

Findings and discussion

According to the world practice of economic development of different countries,
there are several factors that make them all subject to crisis phenomena to some
extent. One of the main mechanisms that increase the competitive demand of the
population is the real estate and housing construction market. They are used to
boost the economy due to the crisis. The most effective mechanism for attracting
resources is the mortgage. Based on world experience, it is known that mortgage
institutions are represented by banking and non-banking organizations of various
forms of ownership. Mortgage transactions are handled by specialized institutions

and commercial banks (Kurmanalina, 2016).

According to Table 1, mortgage institutions are diverse. There are two main models
in the mortgage lending system: American and German. Kazakhstan used the
German model experience while creating the housing construction savings system

and the “Housing construction saving bank of Kazakhstan” JSC. Currently, this
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system has proven itself well and is one of the most popular programs in the
mortgage lending market today. The development of mortgage lending in the
Republic of Kazakhstan started in 1993. The state program of a new housing policy
was approved in accordance with the decree of the President of the Republic of
Kazakhstan. It provides long-term preferential loans for the purchase of housing or
its construction up to 30 years. Consequently, the procedure of housing conditions
improvement for middle and low-income families was eased. State Housing
Construction Bank was established to implement the program, and through the
Bank, lending was carried out from 1994 to 1997. The issuance of mortgage loans
to citizens has been carried out by second-tier banks since 1998. Initially, the
interest rates on mortgage loans were 20% per annum, the initial payment was
about 40-50%, and the loan was issued for a period of no more than 5-6 years.
Within the development of mortgage lending in the country, there were changes

intended to alter the main criteria for mortgage lending (Diyarov, 2003).

Mortgage lending is carried out by both commercial banks and specialized
mortgage organizations. According to the National Bank of the Republic of
Kazakhstan 3 mortgage organizations operated in the Republic: JSC “Kazakhstan
Mortgage Company”, JSC “Express Finance” and JSC “Baspana”. In 2011 The
number of mortgage organizations in Kazakhstan decreased by 6 times and in 2016
by 2 times. This is mainly due to the inability of these organizations to withstand
the global economic crisis. Subsequently, in accordance with the order of the
deputy chairman of the National Bank of the Republic of Kazakhstan (dated July 3,
2017, No. 246) the license that was issued to JSC "Almaty regional mortgage
Organization" for conducting banking operations in national and foreign currency
was revoked. Therefore, the number of mortgage organizations was 2. In order to
implement the program of mortgage housing lending a program called “7-20-25.
New opportunities to acquire an accommodation for each family”, was adopted in
2018. There was also the establishment of another mortgage organization called
"Baspana” that was intended to increase the availability of mortgage housing loans

for the population (Annual report of National Bank of the RK, 2018).
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The total amount of assets of mortgage organizations is 728 747 ooo KZT. That is
more by 195.9% compared with indicators in 2016. The total amount of obligations
of mortgage organizations increased from 196 352 0oo KZT to 444 629 ooo KZT,
i.e.by 126.4%. It should be noted that mortgage organizations, except JSC "Almaty
Regional Mortgage Organization", depicted an increase in profitability of services
for three years until 2016 [p. 14, 38]. Moreover, there was a significant increase in
the number of the issuance of mortgage loans by mortgage organizations since
2016. In order to have a holistic view of the mortgage organizations’ activities, it is
important to provide a summary analysis (Table 1) of the issuance of mortgage loans

to the population for three years period (Gusmanova & Kozhakhmet, 2017).

Table 1. Summary analysis of the issuance of mortgage loans by mortgage

organizations of the Republic of Kazakhstan, in thousand KZT.

%
Name of the 01.01.201 | 01.01.202 )
o 01.01.2016 | 01.01.2017 | 01.01.2018 (change
organization 9 o
No )
Kazakhstan
Mortgage
20964445 | 23904856
1 | Company 106519464 | 133207602 | 174305303 +14,02
o
mortgage ?
organization JSC
Baspana
2 | mortgage 36013732 | 250399177 | +595,3
organization JSC
Express Finance
3 | mortgage 60295 51586 238314 530735 507319 ~4,4
organization JSC

Almaty regional
4 | mortgage 90484 208256

organization JSC

48995505
6

Overall 106670243 | 133467444 | 174543617 | 246188926 +99,01
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According to the data indicated in Table 1, the largest number of mortgage loans
that were issued by mortgage organizations amounts to 489,955,056 thousand KZT.

The increase in the volume of issued loans is presented in the following figure.

600000000
500000000 489,955,056
400000000

300000000

200000000

133,467,444
106,670,243 .

100000000

o

1/1/2016 1/1/2017 1/1/2018 1/1/2019 1/1/2020

Figure 1. The volume of mortgage loans issued by mortgage organizations in the
Republic of Kazakhstan, in thousand KZT.

The volume of issued loans increased by 243,766,130 thousand KZT in 2020, i.e. by
99.01% compared to 2019. 2015-2016 the 4.5-fold increase in mortgage loans issued
in 2020 after the crisis shows good growth. There was also a positive increase by 4.5

times in 2020, after the crisis of 2014-2015.

Among mortgage organizations, “Kazakhstan Mortgage Company” JSC issued the
largest number of loans. The total volume of loans issued over the past two years
amounted to 448,693 million KZT, meaning that there was an increase of 14.02%.
Thus, the volume of loans issued in 2016 amounted to 106,519,464 thousand KZT,
i.e. 99.85% of the total amount. In 2017 - 133,207,602 thousand tenge or 99.8%, in
2018 - 174,305,303 thousand tenge or 99.86%, in 2019 - 85.15%, in 2020 - 48.79%.
This was due to the fact that “Kazakhstan Mortgage Company” JSC, and “Housing
construction saving bank of Kazakhstan” JSC, are partners of the state program for
the development of Housing and mortgage construction in Kazakhstan. The reason
for the decline in the total share over the past two years is the creation of the
“Baspana” JSC mortgage organization. Mortgage loans issued by JSC “Baspana”

under the*7-20-25. New opportunities to acquire an accommodation for each
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family” program amounted to 36,013,732 thousand KZT, i.e. 14.62% in 2019. In 2020

the share was 51.1%.

Moreover, it is important to analyze the current state of the mortgage lending

market of the Republic of Kazakhstan. In 2020, the banking sector of the Republic

of Kazakhstan is represented by 27 second-tier banks. Commercial banks of

Kazakhstan provide loans to both legal entities and individuals. Mortgage lending

by commercial banks of the Republic of Kazakhstan is carried out under the

following lending programs:

- purchase of real estate (on the secondary market);

- purchase of real estate from a house under construction;

- purchase of a land plot;

- construction of your own house;

- refinancing a mortgage loan issued by another bank;

- repair of real estate.

Table 2. Mortgage loans issued by second-tier banks and interest rates on them

2016 2017 2018 2019 2020 Change
Indicators | million. million. million. million. million. million.
% % % % % %
KzT KzT KzT KzT KzT KzT
Overall
| 8166 | 10,7 15507 | 9,7 27009 | 9,5 43212 | 8,0 51528 | 8,1 8316 | +19,2
oans
In
national 8166 11 15485 | 10 27009 | 10 43212 | 8,0 51528 | 8,1 8316 | +19,2
currency
short-
1 3 4| 4 51 0 30 | 4,2 1|72 -29 | -96,7
term
long-
; 8165 11 15481 | 10 27004 | 10 43182 | 8,0 51527 | 8,1 8345 | +19,3
erm

Note-the table is compiled by the author on the basis of data from the National Bank of the Republic of

Kazakhstan for the corresponding periods
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According to Table 2, the total volume of mortgage loans amounted to mnH 51,528
million KZT in 2020. Compared to the previous year, it increased by 8,316 million
KZT, i.e., by 19.2%. Short-term mortgage loans in the national currency amounted

to 30 million KZT in 2019. In 2020, it amounted to 1 million KZT.

60,000
50,000
40,000
30,000
20,000

10,000

(@)

2016 2017 2018 2019 2020

Figure 2. The volume of long-term mortgage loans issued by second-tier banks of
the Republic of Kazakhstan, in million KZT.

According to Figure 2, the volume of long-term mortgage loans increased by 6.3
times in 2020 compared to 2016. Long-term loans amounted tos1,527 million KZT.
Compared to the previous year, it amounted to 8,345 million KZT, meaning that

there was an increase of 19.3%.

The minimum indicator of the average interest was indicated in 2019. Weighted
average mortgage rates in the national currency have decreased over four years

from 10.7% in 2016 to 8.0% in 2019. In 2020, the average interest rate was 8.1%.

However, mortgage loans issued in the national currency for a short period of time
increased from 3% to 7.2%, respectively. And the average interest rates on long-

term mortgages decreased from 11% to 8.1%.

In Kazakhstan, it is legally prohibited to issue new mortgage loans in foreign
currency to individuals who do not have income in foreign currency since 2016 (The
current state of the non-banking sector of the Republic of Kazakhstan, 2016).
Therefore, the measures of the National Bank to reduce the level of dollarization of
the banking system were sufficient. This was due to the fact that mortgage loans
issued until 2016 in the short and long term have not been registered. Mortgage

loans in foreign currency remained dominant until 2016 and showed an increase in
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the overall fund of mortgage lending decline. The National Bank implemented a

number of measures to gradually transfer these loans to the national currency.

3.28% 2.51% 4.97%
2.48% " Akmona
3.49% - AxTo6e
Anmartbl
28.82% = 2.33% ATblpay
< 3.83% = Wbifbic KasakctaH
‘ = }ambbin
\ 3.06% m baTbic KasakcTaH
20.51% 1.47% m KapafaHabl
4.39% 4.26% m KocraHai

0.02% 1.92%

Figure 3. Specific indicators of mortgage loans issued in the regions of the Republic

of Kazakhstan for January 2020.

In general, the amount of mortgage loans issued in the Republic as of January 2020
is 51,499,829 thousand KZT. The largest number of mortgage loans issued in Nur-
Sultan, the amount is 14,840,186 thousand KZT, i.e. the share in the RK was 28.82%.
In Almaty, the share is 10 561 774 thousand KZT. East Kazakhstan region - 6.75%,
Karaganda region — 5.9%, Aktobe region - 4.97%, and Pavlodar region — 4.39%

(Figure 3).
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Figure 4. Specific indicators of mortgage lending of individuals in the regions of

the Republic of Kazakhstan for January 2020.

Analysis on State of Mortgage Lending for 2016-2020 in the Republic of Kazakhstan

Aiganym Abdizhapar

109




110

DOI - 10.47703/ejebs.v1i63.77

Concerning the analysis of the remaining volume of mortgage lending to the
population in the country, the share is 1,792,487,778 thousand KZT in 2020. The
largest share is in Nur-Sultan -495,739,511 thousand KZT, i.e. 27.66% of the total
share. In Almaty, the share is 432,922,427 thousand KZT, making 24.15%. of the total
share of the mortgage lending in the Republic (Figure 4).

Table 3. 2016-2020 dynamics of mortgage loans of commercial banks, in billions
KZT.

Change,
Indicators 2016 2017 2018 2019 2020 in %

Loan portfolio 15 553,70 | 15510,80 | 13 590,50 | 13 762,70 14 742,0 +7,12
Loans to individuals 3872,90 | 3766,60 | 4259,10 | 4 993,40 6329,5 +26,76
For the construction
and purchase of
housing for
S ) ) 1109,30 | 1107,00 121550 | 1 427,80 1 880,6 +31,71
individuals, including
mortgage housing
loans
Mortgage housing

T 1 039,10 | 1020,20 1126,20 1330,70 1779,9 +33,76
loans to individuals

Note — the table is compiled by the author on the basis of data from the National Bank of the

Republic of Kazakhstan for the corresponding periods

According to Table 3, second-tier banks' loans in 2020 amounted to 979.32 billion
KZT compared to 2019, i.e. there was an increase of 7.12%. Loans to individuals in
2020 amounted to 1,336.10 billion KZT (increased by 26.76%), i.e. the share of these
loans in the loan portfolio increased by 18.34%. Moreover, mortgage housing loans
and their share in the portfolio of loans issued to individuals amounted to 449.20

billion KZT (+33.76%), and their share increased by 24.87% from the previous level.

Over the indicated five years, loans issued by individuals for the purchase and
construction of housing (including mortgage housing loans) amounted to 771.30

billion KZT (+69.53%). Its share in the loan portfolio increased by 78.86%. Mortgage
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housing loans to individuals for five years amounted to 740.80 billion KZT (+71.29%

), i.€., the share in the loan portfolio increased by 80.72%.

Within the segment of mortgage lending in retail and within the currency of loans
offered, the main demand has been the tenge since 2016. Whereas there was no
demand for loans in foreign currency. Among the factors of growth in demand for
loans from the population, there are several important factors: the increase in loan
terms; the decrease in interest rates; the necessity to finance consumer spending
for the purchase of durable goods, as well as to some extent the perception of the
debt burden and the growth of consumer confidence in terms of the prospects for

the development of the real estate market (Beisenov & Abzhalelova, 2019).

After the crisis of 2015-2016, the housing market in the country resumed in 2018.
According to the National Bank of the Republic of Kazakhstan, the growth of the
dollar exchange rate for the year was 10%, the price of oil in October 2018 reached
86 USD. During that month 1 USD amounted to 367 KZT. Thus, the growth of real
estate prices in the cities of Kazakhstan continued to increase at a moderate pace
in the following years. The mortgage lending market in Kazakhstan experienced a
period of decline, which was largely facilitated by the global financial crisis, that led
to the collapse of the real estate market. Most of the mortgage loans were issued
through the Pledge of creditable real estate, which significantly lost its market value
due to the currency features. Therefore, all these factors led to forced government
measures aimed at supporting the mortgage lending market. This was, first of all,

due to social factors.

In the spring of 2018, the former President of Kazakhstan Nursultan Nazarbayev
carried out large-scale social reforms. According to the “7-20-25” housing program,
mortgage conditions for obtaining housing are as follows: the loan interest rate
should not exceed 7% per annum, the initial payment does not exceed 20%, the
loan term is up to 25 years. The loan is issued only in tenge KZT. The issuance of
the first loans began on July 4, 2018. Financiers around the world predicted that the
2020 crisis is inevitable, and the consequences would be much worse than in 2008
and 2015-2016. The relevance of the study is reflected by the analysis of the current

state of mortgage lending in the Republic of Kazakhstan.
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Commercial mortgages are gradually being replaced by state mortgage programs.
Some banks have completely abandoned their own housing loans in favor of loans
issued under state support. Today, government programs meet the interests of
various categories of potential borrowers of the primary and secondary markets,

regardless of the availability of housing in private ownership.

It should be noted that since 2020, banks have restricted the requirements for
borrowers. Thus, it was forbidden to issue unsecured loans to borrowers with
incomes below the subsistence minimum. Since there is a need to confirm your
official income within the last 3-12 months to get a loan, unemployed citizens are
also not able to issue a loan. At the same time, banks are prohibited from charging
commissions if they delay payments on loans for more than three months or more

than go days.

As of March 2020, 14 banks provided mortgages under certain programs: Halyk
Bank, Atfbank, CenterCredit bank, Sberbank, Jysan Bank, ForteBank, BankRBK,
Nurbank, Eurasian bank, Tengri Bank, Housing Construction Savings Bank of
Kazakhstan. Altyn Bank considered mortgages only in the following cities: Nur-
Sultan, Almaty, Atyrau and Aktau. Kassa Nova bank issues a mortgage only under
the “Orda” program. Eurasian Bank offered mortgages within the framework of the
programs “7-20-25" and “Baspana” [19]. Despite the positive changes, there are
serious obstacles in the mortgage lending market that prevent it from becoming
widespread and popular in Kazakhstan. Among such problems, first of all, high-
interest rates on mortgages are indicated. According to the world and economic
experience, favorable rates for the population, are about 8-10% per annum in
foreign currency. However, the resources raised in the banking market are usually
expensive. The interest rates on individual mortgage lending proposals of
commercial banks are high (on average 17.0%) and the requirements are strict

(Bayanov, 2018).

Table 4. Dynamics of the volume of the loan portfolio of STBs of the Republic of

Kazakhstan for January-March 2020, in billion KZT
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01.01.202 | 01.02.202 change.
Indicator
o o 01.03.2020 , %

Loan portfolio 14 742,0 14 508,6 14 537,6 -1,39
Loans to individuals 6329,5 6 378,2 6 452,3 +1,94
Construction and purchase of housing,

including 1 880,6 1900,5 1923,2 +2,27
Mortgage housing loans 1779,9 1799,8 1825,5 +2,56

Note-the table is compiled by the author on the basis of data from the National Bank of the

Republic of Kazakhstan for the corresponding periods

Over the specified period, the loan portfolio of second-tier banks decreased by
1.39%. Thereof, loans to individuals for the construction and purchase of housing

increased by 2.27%, and mortgage housing loans amounted to 45.6 billion KZT

(+2.56%) (Table 4).

Table 5. Dynamics of the residual volume of mortgage lending to the population by

second-tier banks in the country, in million KZT

change,
) o1.15 o1.16 01.17 01.18 01.19 01.20
Indicator %
1097
Overall loans 916 581 | 913477 | 996 275 1318 853 | 1794 310 +95,76
000
In national 1022
778393 | 766955 | 875563 1273370 | 1769643 |  +127,35
currency 660
Short-term 4 467 2910 6421 5225 2358 1918 -57,06
Long-term 773 925 | 764 045 | 869141 | 1017434 | 1271012 | 1767725 +128,41
In foreign
138 188 | 146522 | 120713 74 341 45 482 24 666 -82,15
currency
Short-term 234 275 106 57 161 102 -56,50
Long-term 137 954 | 146 247 | 120 607 74 284 45321 24 565 -82,19

Note-the table is compiled by the author on the basis of data from the National Bank of the

Republic of Kazakhstan for the corresponding periods
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It can be seen that there is a decrease in the residual value of mortgage lending
issued in foreign currency by second-tier banks of the country in the residual
volume of mortgage lending to the population (Figure 5). In general, mortgage
lending in foreign currency decreased by 82.15% in 2020 compared to 2015. In
particular, short-term mortgage loans fell by 56.50%, while long-term mortgage
loans fell by 82.19% (Table 5).

200,000

138,188 146,522

150,000 120,713

100,000

45,482

50,000 24,666 22,672

01.15 01.16 01.17 01.18 01.19 01.20 02.20

Figure 5. 2015t -2020th dynamics of residual volume of mortgage lending of the
population in foreign currency by second-tier banks of the Republic of

Kazakhstan, in million KZT

Considering the size of the loan portfolio of mortgage organizations in the country,
the overall decrease is 54.86%. Loans to individuals fell by 54.42%. Mortgage
housing loans decreased by 80.23%. The fact is that in 2020, there was an
establishment of JSC “Stability Fund of Kazakhstan” and JSC “Baspana”. As a result,
the activities of the mortgage organization were fully transferred to the
responsibility of JSC “Stability Fund of Kazakhstan” (Table 6) (Kazakhstan Today,

2020).

Table 6. Dynamics of the volume of the loan portfolio of mortgage organizations

for January-March 2020, in billion KZT.

changes,
Indicator 01.01.2020 | 01.02.2020 | 01.03.2020 %
Loan portfolio 490,0 499,3 221,2 -54,86
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In national currency 461,4 479,3 210,3 -54,42
Construction and purchase of

o , 457,9 4757 206,6 -54,88
housing, including
Mortgage housing loans 312,6 331,0 61,8 -80,23

Note - the table is compiled by the author on the basis of data from the National Bank of the

Republic of Kazakhstan for the corresponding periods

Within the 2020 emergency occasions in the country, JSC “Housing construction

” o«

saving bank of Kazakhstan”, “Baiterek Development” and “Kazakhstan mortgage
company” postponed mortgage payments to Kazakhstanis under state and own
programs for three months (Official Information Source of the Prime Minister of

the RK, 2020).

For individuals and legal entities experiencing temporary financial difficulties, the
subsidiaries of the housing block of the Holding decided to extend the term for
payments for three months (from April to June). That was without considering
penalties and penalties for all transactions of Rent/Sale (including installments) with
the right to purchase housing and non-residential real estate, including the amount
of principal debt and remuneration. Obviously, such decisions have a significant

impact on the credit market of the country as a whole.

In conclusion, mortgage lending still develops due to current demand. It can be
indicated by the positive dynamics of increasing the volume of mortgage lending
to the population and remaining unsatisfactory need of the population for housing.
Since solving the housing problems of the population is one of the most important
socio-economic strategies of the country, mortgages for the population are still

relevant, in a way to purchase their own housing.
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