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ECONOMIC AND ADMINISTRATIVE LEVERS OF REGULATION
OF ENTREPRENEURSHIP IN THE REPUBLIC OF KAZAKHSTAN

Abstract. A market economy without a legal framework that establishes and enforces respect for property rights
and the “rules of the game™, our free enterprise system could not exist. However, most people are not aware of the
impact of the regulations or the process by which they are produced.

We need the rules for the proper functioning of the economy and society, as they support the markets, protect
the rights and safety of citizens and ensure the delivery of public goods and services. Companies complain that red
tape hinders competitiveness, and citizens complain about the time it takes to fill out government documents. In
addition, the development and enforcement of regulations also require resources for government and state
administrations. Regulations may also have unintended costs when they become obsolete or incompatible with the
achievement of policy objectives.
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INTRODUCTION

The goal of state regulation is to ensure the implementation and protection of public interests, such as
the defense and security of the state, the protection of human and civil rights and freedoms, and the
protection of the environment. Without government intervention in the economy, it is impossible to
guarantee the rights and freedoms of a person and citizen, enshrined in the Constitution of Kazakhstan.

V. V. Laptev and S. S. Zankovsky emphasize that government regulation is a combination of
measures of economic, legal and organizational impact on the economy, including through state support
and protection of business entities, as well as state control over compliance with the requirements of
legislation by subjects such activities [1, p.343].

Other approaches to the definition of the concept of state regulation of business activities also deserve
attention. For example, EP Gubin defines state regulation as the activity of the state in the person of its
bodies, aimed at implementing state economic policy using special means, forms and methods [2, p.397].

As S.P.Moroz notes, tax regulation of business relations is manifested simultancously as the state’s
activities to ensure the completeness of tax revenues and other mandatory payments to the budget, and the
state’s activities to provide various benefits and preferences for sustainable economic growth |3, p.87].

MAINPART

State regulation of business activities in the Republic of Kazakhstan is carried out through the
following main forms:

1) economic (tax regulation, customs regulation and currency regulation);

2) organizational (accounting of business entities, licensing, technical regulation, consumer
protection, etc.);

3) legal (publication of regulatory legal acts regulating entreprencurial activity).

State regulation of economic and social activities permeates our lives. While regulation in many cases
brings important public goods, the rules are often imposed on individuals and organizations that think or
analyze too little of what is obtained in comparison with losses incurred in time, money, indecision and
productivity ... Further, the growth of state involvement in the market system sometimes limits our ability
to achieve fundamental economic and social goals. The government enforces the laws — these are specific
standards or regulations regarding what individuals, businesses, and other organizations can or cannot do.

The state performs its regulatory functions through administrative and economic methods. The
command economy is characterized by a predominance of administrative methods of regulation. The
system of state regulation of a market economy, by contrast, is based on the use of economic methods.
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Administrative, or direct, methods of regulation limit the freedom of choice of an economic entity.
For example, directive planning targets for the volume and range of products manufactured or centrally set
prices for goods and services — typical administrative regulation methods in a planned economy —
deprive an enterprise of the alternative use of resources. In contrast, economic and indirect methods of
state regulation do not restrict the freedom of entreprencurial choice. For example, reducing taxes on a
business or, say, lowering the discount interest rate are typical methods of economic regulation aimed at
increasing production and enhancing the investment activity of enterprises. The latter increase investment
and production, not because they have no other way out. They are completely free to choose a production
program and investment policy. Simply reducing taxes and accounting interest rates make the growth of
production and investments more profitable than before. The distinction between administrative and
economic regulatory methods is somewhat arbitrary. In order to use any indirect regulator, you need a
preliminary administrative decision of the relevant state bodies, for example, a decision to change tax
rates, to provide tax benefits when the National Bank sells government bonds, in this sense any economic
regulators bear the stamp of administration. At the same time, any administrative regulator, directly
forcing business entities to perform certain actions, simultancously has a secondary indirect effect on a
number of related economic processes [4]. For example, an administrative increase in prices will not only
directly determine their new level, but through prices will indirectly influence the state of supply and
demand, and in this sense we can say that any administrative methods of regulation bear the features
characteristic of economic, indirect regulators. Nevertheless, the criterion considered above makes it
possible, as a rule, to distinguish in practice economic methods from administrative ones without any
special problems.

The distinction between them is fundamentally important from the point of view of the nature of
economic relations.

Administrative methods of regulation are diametrically opposed to the nature of the market; they
block the action of the corresponding market regulators. If a company, for example, determines the
volume of production and the supply of raw materials, it cannot respond to changes in market conditions
by increasing or decreasing output. The higher the scope of administrative methods of regulation, the
narrower the scope of distribution and the lower the effectiveness of real market relations.

Economic regulation methods, on the contrary, are adequate to the nature of the market. They directly
affect market conditions and, through it, indirectly, producers and consumers of goods and services.

For example, an increase in transfer payments changes the conjuncture of the consumer goods market,
increases demand, which, in turn, contributes to higher prices and forces producers to increase the volume
of supply.

Economic management practices thus act through the market through market mechanisms.

The transition from a command economy to a market economy is accompanied by cardinal changes in
the system of state regulation methods, the destruction of the former system of administrative methods and
the creation of a new system of economic regulators.

The destruction of the system of administrative - command management methods blocking market
mechanisms is a necessary condition for the formation and self - development of the market. Dismantling
the system of administrative regulators marks the beginning of a real transformation towards a market
economy. This does not mean, however, a complete rejection of the use of administrative methods in a
transition economy [3].

In order to reduce the scale of the crisis of production cuts, to prevent a catastrophic fall in the living
standards of the population, the state in the early stages of reforms may, for example, maintain
administrative control over the production and sale of a small group of goods that form the basis of the
nation’s production and personal consumption.

With the deepening of market reforms, stabilization of the economic situation and mastering of
economic methods of regulation, the state completely reduces the scope of the use of administrative
levers, while not refusing to use them completely.

Even at the final stages of transition to the market and in the conditions of the prevailing market
economy, administrative methods of regulation are of no small importance. They are used, in particular, as
a means of antitrust policy. Government agencies determine the prices, volume and range of products or
services provided for the so-called natural monopolies, establish a system of administrative restrictions
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that prevent the strengthening of market monopolization. Administrative regulation is actively used to
protect consumer rights and protect the environment.

Numerous standards limiting emissions of hazardous production waste, direct bans on the use of
hazardous technologies, production, sale and advertising of products harmful to human health restrict the
freedom of entreprencurship and belong to administrative regulatory methods. Often used methods of
regulation of foreign economic activity, such as import quotas, etc.

The most important task of the state in transition is the creation of an integrated system of economic
methods of regulation. To this end, all countries engaged in the transition to a market economy, carry out
radical reforms of the credit and tax system.

A two-tier banking system, traditional for market economies, is being created, under which the
Central Bank, through economic standards, regulates the activities of a wide network of commercial
banks. Manipulating the discount rate, changing the form of required reserves and other standards
established for commercial banks, carrying out operations with securities. The central bank is able to
pursue an active monetary policy [6].

However, it would be a mistake to believe that state regulation is confined to the framework of a
command or transitional economy, on the contrary, within the framework of a market economy, the
regulatory role of the state is becoming more and more necessary. In the conditions of the market, the state
faces a difficult task: on the one hand, it should support and facilitate the functioning of the market system
with the help of economic levers, on the other hand: not to destroy this system with excessive influence.
Examples of developed industrialized countries, such as the United States and France, indicate that
achieving such a golden mean is possible.

In Kazakhstan, as well as in a number of other post-socialist countries, we are faced with an
underestimation of the role of the state in the economy. A misunderstanding of the economic role of the
state makes it difficult to develop an acceptable concept of state economic policy. It is no secret that we
are carrying out reforms "from above", and there is no tragedy in this; morcover, this is the only
acceptable form. Otherwise there will be confusion, anarchy, which, in the final analysis, will bring
nothing but new destruction. And the role of the state is especially responsible in the historical period we
are experiencing, which was called transitional. Without an active state economic policy, it is impossible
to reform the economy.

The economy of Kazakhstan is experiencing an unprecedented crisis in history, where all the
economic "diseases" have intertwined. The crisis has objective reasons, and therefore not a single post-
socialist country has avoided it. Somewhere it turned out to be less, somewhere deeper than ours.

Some scientists are convinced that in this unprecedented crisis an important role was also played by
the accelerated refusal of the post-Soviet governments from their "natural” functions. “Denationalization™,
declared one of the main directions of economic reform, was in itself correct, but uncritically accepted, led
in the first, decisive years of reform to a complete loss of manageability of the economy, including the
public sector, which was practically the only “legal” sector throughout the country.

In a modern, highly organized market economy, there are practically no areas that are somehow not
regulated by the state. It is impossible to formulate in a “one-off manner” the entire spectrum of modem
economic policies in relation to the market system, which we do not yet have. For our country, the
question can be put on the gradual mastering of modern forms and methods of state regulation of a market
economy, highlighting those "eternal" functions of the state that form the framework of the state's
economic policy. With this approach, government economic policy can acquire sufficient sense of
purpose, reliable guidelines [7].

State support for small business in Kazakhstan is based on republican legislation. The regions are
provided with small opportunities within their competence to specify the general installations, to adapt
them to the regional conditions for the functioning of small business.

At present, regions have the right to develop and adopt regional programs for the development of
small business, create special funds to support it, identify and seek additional sources of financing for
them. Regional authorities may also involve MPs in regional government orders. However, these powers
are not enough, therefore, in the future, regional and local authorities should be given greater freedom to
regulate all aspects of the MP’s activities.

In our country, the role of small business is constantly and steadily increasing.
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Table 1 - Tasks of entrepreneurship and guarantees in the Republic of Kazakhstan

Tasks Guarantees
- significantly and without significant capital investments to | - unreasonable interference of government officials in the
expand the production of many consumer goods and services | economic activity of entrepreneurs is not allowed,
using local sources of raw materials; - inspections of the economic and financial activities of
- to create conditions for the employment of the labor force | entrepreneurs are carried out by authorized state bodies no
that is being released in large enterprises; more than once a year, unless otherwise provided by the
- accelerate scientific and technical progress; current legislation of the Republic of Kazakhstan.
- to make a positive alternative to the criminal business and
many others.

According to Soviet legislation, there was only one form of enterprise - the state enterprise, which
carried out almost all types of economic activity. Since the means of production were state property, other
forms of economic entities simply did not exist [8].

The Law “On State Support for Small Businesses™, adopted in June 1997 by the Parliament of the
country, was an important step towards the economic development of the Republic of Kazakhstan. It
identified the main activities in this area and created the legal prerequisites for the development of state
and regional programs with the activation of small business as one of the factors of industrial
development.

This Law is consistently coordinated with the Law “On State Support of Direct Investments™, Decree
of the President of the Republic of Kazakhstan “On Measures to Strengthen State Support and
Activization of Small Business Development™ and is their logical continuation, symbolizing a constructive
dialogue between different branches of government.

On the basis of this law, the procedure for registering a legal entity in the form of a small business
entity is simplified. This implies: reduction of terms and fees for registration, list of required documents,
reduction of the size of the share capital [9].

The greatest benefits are provided to entrepreneurs who are engaged in production (they are given a
three-year deferment of payments for the purchase of land or its rent, they are exempt from payment for
registration of rights to real estate within three years from the date of state registration, etc.).

The law not only creates favorable conditions for traditional industries in Kazakhstan, but also lays
the foundations for a technological breakthrough in the 21st century.

CONCLUSION

The solution of one of the main issues affecting the interests of small businesses is to “establish the
legal regime of favoring for small businesses, including a preferential tax regime, payment of customs
duties”. Of course, it is impossible to demand from one legislative act the solution of all urgent problems.
But this Law characterizes progressive trends in legislative activity and causes a feeling of optimism
among small business representatives.

Thus, the state, paying great attention to the development of small business, for the development of
the economy as a whole, with the aim of protecting and supporting small business entities, establishes by
law certain benefits for them. Due to the fact that further improvement of the public administration system
in Kazakhstan is associated with the transfer of a number of functions of central bodies to local executive
bodies, including the direct support of small business.

P.K. Caoupoga, I'.K. Makamena, A.K. l:xymaeBa
X. HocMyxaMeioB aTHIHIArEl ATHIpay MEMIICKETTIK YHABEPCUTET]

KA3AKCTAH PECITYBJIMKA CBIHIAT BI KoCHHIKEPJIIKTIH PETTEY
9KOHOMMKAUJIBIK KOHE SKIMIINIIK T¥JIFAJIAPBI

Annotamus. MyIIKTIK KYKBIKTapIbl KYPMETTeEY /Il skoHe «OUBIH epexecin» OeNriIelTiH koHe OeKITeTiH HOpMaTUBTIK
Oaza OolMaraH HapbIKTHIK DKOHOMHKa OI3/1H €pKIH KacilKepliik xyiemiz ComMaitnpl JlereHMeH, kemnTereH ajgamjaap
HOPMATHBTIK aKTUISP/IiH HeMece oJlap MIBIFapaThiH IPOTIECTIH acepiHeH xabapaap eMec.

Haprikrappl KoJjar, azaMaTTap/blH KYKBIKTaphl MEH KayiICI3ITiH KOoprayfa SKoHe KOFaMJIBIK Tayapiap MeH
KBI3METTEP/Il KEeTKI3y Il KaMTaMachl3 €Te OTHIPHII, YKOHOMHUKA MEH KOFAMHBIH JYPBIC *KYMBIC 1CTEyl Typajbl epekenep
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kaxer. Kommanusnap 6acexere KaOUICTTUTKTIH Oy3bUTYBIHA KeJIepri KeNTipe Il skoHe azaMarTap MeMIICKETTIK KyKaTTap bl
TOJITHIPY YIMH KaXKeTTl YaKbITKA MaFrbIM/[@Ha bl byaH 6acka, HOPMAaTHBTIK KYKBIKTHIK aKTUIEp/ 931piey oHe OpbIHIAY
MEMJIEKETTIK OpraHJap MEeH MEMIICKETTIK OKIMINUNKTEp YIIH Je pecypcTapiblH OOJMybIH Tanall ereil. Hyckayibikra
COHJ/[ali-aK oJap cascaTThIH MaKcaTTapblHa KOI JKeTKi3yre OalTaHBICTHI eCKIpreH Hemece yiltecteirin GomraH Kesfe
KYTLIMeTeH MILIFBIHAP GOy Bl MYMKIH.

Tyiiin cesxep: 3KOHOMEKa, KYKBIK, OM3HEC, PETTey, JIeBepe LK, Oackapy, Koaay.

P.K. Cabupoga, I'.K. MakameBa, A.K. ilxymaeBa
ATHBIpaycKuit Tocy JapcTBeHHBIN yHUBepeuTeT MMeHn X. JlocMyxame1oBa,

9KOHOMMYECKHUE U AIMUHUCTPATHUBHBIE PBIYATH PEI'YJIMPOBAHUA
NPEAITPUHUMATEJIBCTBA B PECITYBJIMKE KA3BAXCTAH

Annoranus. PrHounas skoHoMuKa Oe3 mpaBoBol 6a3bl, ycTaHaBIHBaomel n obecneqnBaroreii cobnoieHne npas
COOCTBEHHOCTH U «IIPABHII UIPBI», HAIlIA CHCTEMa CBOOOHOTO IpeAIPUHAMATEHLCTBA He MOTIIN OBl CYIIEeCTBOBaTh. 1eM
He MeHee, OOJBIMUHCTBO JHOIeit He 0CBeJOMIICHB! O BIMSHUHM HOPMAaTHBHBIX aKTOB IIIH IpOoIiecca, ¢ MOMOIIBIO KOTOPOTO
OHU MPOU3BOIITCSL.

IlpaBmia HaM HEOOXOMMMBI U TPABIIILHOTO (YHKIIMOHUPOBAHUS 3KOHOMHKM W OOIecTBa, Tak KaK OHHU
TIOIJIEPKUBAIOT PHIHKH, 3AMUITAIOT TIpaBa B 0e30IaCHOCTh TpaskJlaH U 00eCIeYnBalOT IOCTABKY OOIMECTBEHHBIX TOBAPOB U
yeryT. KoMIaHuu anyoTest, 4To OIOpOKpPATH3M CICPKUBAET KOHKYPEHTOCIIOCOOHOCTD, a TpaskJaHe KalyIOTCs Ha BpeMs,
KoTopoe TpebyeTes Ui 3alloJIHeHMs IPaBHUTEIhCTBEHHBIX JOKYMEHTOB. KpoMe Toro, paspaboTka u obecredcHue
coOIIOICHNS TIPaBHII TaKke TPEeOYIOT PeCypCoB IUIS MPaBUTEILCTBA U TOCY JApPCTBEHHBIX aJMHUHUACTparmi. HopMaTupHBEIE
aKkThl Takke MOTYT HMMETh HellpeHAMEpEeHHBIE 3aTpaThl, KOTJa OHM yCTapeBailoT WM HECOBMECTHMBI ¢ JIOCTIDKEHHEM
1ejIei HOJIUTHKH.

KiroueBbie cjioBa: 5KOHOMHUKE, IIPaBO,IPeIIIPUHAMATEIIBCTBO, PErYINPOBAHNE, PHIYary, YIIPaBIeHUE, II01JepPKKa.
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