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The OECD Central Asia Initiative 

Launched in November 2008, the OECD Central Asia Initiative is part of the 
OECD Eurasia Competitiveness Programme. It aims to contribute to economic 
growth in Afghanistan, Kazakhstan, the Kyrgyz Republic, Mongolia, Tajikistan, 
Turkmenistan and Uzbekistan. Its objective is to share with the governments of the 
region the knowledge, experience and good practices of OECD countries to create a 
sound business climate for investment, enhance productivity and support 
entrepreneurship, develop the private sector, and build knowledge-based economies 
to render its sectors more competitive and attractive to foreign investment. Its 
approach comprises both a regional policy dimension, which entails peer dialogue 
and capacity building, and a country-specific aspect, supporting the implementation 
of a number of prioritised reforms. A sector analysis is also included, covering the 
formulation of targeted policies and strategies requested at the industry level. 
Within the framework of the programme, public authorities, the private sector and 
civil society within these countries have been engaged in a dialogue and 
collaborative process to support policy actions and identify key barriers to sector 
competitiveness. 
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FOREWORD 

The OECD Eurasia Competitiveness Programme has been 
supporting the Government of Kazakhstan to diversify its economy 
through its Sector Competitiveness Strategy project since 2009. This 
handbook is the final deliverable of the second phase of the project and 
includes recommendations to overcome policy barriers to access 
finance, particularly in the agribusiness sector. It builds on Phase I of 
the project, which identified improved access to finance as a priority for 
enhancing competitiveness in Kazakhstan. 

Since the inception of this project, the OECD has involved the 
Government of Kazakhstan, international and local private sector 
companies, business associations, international organisations and civil 
society organisations, to identify the main policy barriers, prioritise the 
most relevant policy options, and design recommendations and an 
implementation plan. 

The project is conducted in collaboration with the Government of 
Kazakhstan, including the ministry of Agriculture, and is co-financed by 
the European Union. 
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Executive summary 

Unlocking access to finance is critical to 
private sector development in Kazakhstan 

Limited access to finance is one of the major challenges facing 
companies in Kazakhstan today. Difficulty in obtaining necessary 
credit constrains firm development, undermines competitiveness 
and lessens attractiveness to potential investors. Indeed, 56% of 
firms in Kazakhstan cite access to finance as a “moderate to 
severe” obstacle to their growth (European Bank for 
Reconstruction and Development and the World Bank in 2010).  

A key factor hampering credit access is an underperforming 
financial sector that insufficiently responds to the needs of the 
private sector, especially for small and medium-sized enterprises 
(SMEs) in remote areas. The 2011 World Economic Forum’s 
(WEF) Global Competitiveness Report ranked Kazakhstan’s 
financial market development 121st out of 126 economies, the 
country’s lowest ranking across all competitiveness pillars. 
Executives of local and international companies operating in 
Kazakhstan surveyed by the WEF confirmed that the access and 
cost of loans – with interest rates reaching as high as 14.3% – are 
two of the most important barriers to doing business in 
Kazakhstan. 

Key challenges hindering firm access to finance include: 

 Asymmetric information between commercial banks 
and companies, with limited information available to 
banks on businesses’ creditworthiness and to companies 
about the range of existing financial instruments; 

 High transaction costs both for banks and businesses, 
especially in remote areas where loan processing for SMEs 
is more complex and few bank branches exist. Bank loans 
to companies in remote areas represent only a small share 
of loans in some sectors, e.g. 23% in agribusiness; 
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 High loan risk for lenders, with non-performing loans 
exceeding 25% of gross total loans in 2009; 

 Credit market inefficiencies that are not tackled by the 
banking sector or by government credit institutions and 
State-Owned Enterprises (SOEs) due to corporate 
governance failures. This is the result of a lack of 
competition in the banking sector: the five largest banks in 
Kazakhstan accounted for 71% of total bank assets in 
2011, with significant shares of each owned by the 
government. At the same time, however, several 
government credit institutions and SOEs, including the 
National Welfare Fund Samruk-Kazyna (SK), have 
launched initiatives to improve their corporate governance. 

Policies to strengthen credit guarantee 
schemes, credit co-operatives and SOE 
corporate governance would improve firm 
access to finance 

Policy reform in the following three areas could significantly 
improve companies’ access to the credit market in Kazakhstan: 

 Revision of existing Credit Guarantee Schemes (CGS) to 
better compensate creditors for risk in lending to 
borrowers’ with a weak credit history or little collateral. The 
Government could expand the guarantee activities of the 
existing system operated by the DAMU Entrepreneurship 
Development Fund and create CGS in priority sectors such 
as agribusiness. 

 Strengthening of credit co-operatives. These are 
autonomously run associations that provide loans to their 
members. They decrease asymmetric information and 
transaction costs through close relationships and mutual 
knowledge between members and availability of loans to 
local borrowers in the absence of bank branches. The 
Government could support the development of credit co-
operatives by guaranteeing their autonomy and promoting 
relations with local banks. 
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 Improvement in the corporate governance and 
transparency of public credit providers to increase the 
efficiency of public lending, compensate for credit market 
failures, especially credits for underserved borrowers, and 
foster more competition in commercial loans. The 
Government could also gradually sell bank stakes owned 
by SK, and allow foreign banks to bid for those shares as 
recommended by the OECD Investment Policy Reviews of 
Kazakhstan (2012). 

The agribusiness sector is particularly 
affected by access to finance constraints 

The OECD Kazakhstan Sector Competitiveness Strategy (SCS) 
report (2011b) identified agribusiness as a high potential sector, 
which if tapped could support economic diversification in the 
country. Currently, however, the sector suffers from low 
productivity levels and a lack of competitiveness. For example, in 
2010 the sector’s value added was USD 1732 per worker 
compared to USD 2731 in Russia and USD 2500 in Ukraine (WB, 
2012b).  

The OECD SCS report (2011b) noted that a lack of access to 
finance for agribusiness firms is one of the main impediments to 
improving the sector’s competitiveness. Already low levels of 
credit have been further hampered by the global economic crisis: 
the amount of credit granted to agriculture declined from KZT 
21.3 bn (USD 139 m) in 2007 to KZT 14.6 bn (USD 95 m) in 
2009, and only accounted for 3.6% of total bank credit in 
Kazakhstan in 2011. 

The institutions needed for a well-functioning agrifinance 
market already exist in Kazakhstan, including commercial banks 
and credit co-operatives (SKTs) on the supply side, and 
agricultural companies listed on the stock exchange, SMEs and 
rural co-operatives on the demand side. The ministry of 
Agriculture currently finances and operates vast credit 
programmes, either directly or through the main agricultural 
SOE, KazAgro and its subsidiary companies. KazAgro represented 
45% of the ministry’s budget in 2011, and accounted for 60% of 
total credit in agribusiness.  
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Despite these initiatives, agribusinesses continue to face 
hurdles in accessing credit which are similar to the challenges 
faced by other companies. This reduces their capacity to invest in 
working capital and fixed assets such as fertilisers and 
machinery, thus further dampening the sector’s productivity 
(OECD, forthcoming1). Moreover, the low return on investment of 
agribusiness compared to that of other sectors – especially 
extractive industries – adds an additional layer of difficulty for 
agribusiness firms to access financing in an already challenging 
credit environment.  

Targeted implementation of the three 
policy options in agribusiness could 
significantly improve access to finance  

To address the above-mentioned barriers that agribusiness 
companies face in accessing financing, Kazakhstan has already 
begun three sector-specific reforms drawing from policy options 
identified for the whole-of-government: reforming credit 
guarantee schemes, credit co-operatives (SKTs) and corporate 
governance in the agribusiness sector. The ministry of 
Agriculture could significantly increase the impact of these 
reforms. 

1. Revise Credit Guarantee Schemes 

To mitigate risks and reduce information asymmetries, the 
ministry of Agriculture is currently establishing a revised CGS 
model for agribusiness SMEs. This could help increase the 
volume of loans offered by banks to agribusiness SMEs, 
especially in remote areas.  

Key priorities for improving the CGS: 

 State the mission: ensure that the CGS’ mission is agreed 
from project inception between the ministry of Agriculture 
and participating banks. The CGS could aim to improve 
access to finance for credit-constrained agribusiness 
companies and develop bank credit, while ensuring its own 
financial sustainability. 
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 Define the funding mechanism and bank involvement: 
the ministry could start by involving three to five banks 
with an interest in expanding their activities with 
agribusiness SMEs and in building a local network. 
Negotiations could include the initial funding, and the roles 
and responsibilities between the CGS staff, the ministry 
and banks in the funding and functioning of the CGS.   

 Set the target: CGS could target agribusiness SMEs, 
especially in remote areas. Eligibility could be limited, 
tentatively to SMEs and registered farms up to 1 000 
hectares. 

 Price the cost of the CGS: ensure the financially 
sustainable of the CGS by including a fee to cover 
operational costs – preferably 3% of the guarantee amount 
– and by fixing an average coverage ratio at 60%, which is 
in line with OECD country averages in the agribusiness 
sector. 

 Assess the risk: CGS staff and employees of participating 
banks could receive training to ensure proper risk 
assessment and to improve the recovery process in case of 
default.  

 Leverage existing institutions to operate the CGS: 
increase the effectiveness of CGS schemes by operating 
credit guarantee scheme activities from the offices of 
existing financial institutions, such as the Social Business 
Corporations (SPK) and KazAgroGarant. The CGS would 
benefit from their existing physical network, their proximity 
to potential borrowers, and their local knowledge. 

2. Strengthen credit co-operatives 

The Government is currently revising the SKT model. One key 
objective of the reform is to expand SKTs’ membership in order to 
decrease information asymmetries and lower transaction costs 
for members. 
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Key priorities for SKT reform: 

 Review the SKT model: the ministry and KazAgro’s 
subsidiary Agrarian Credit Corporation (ACC) could ensure 
that the new SKT model increases co-operatives’ autonomy 
and empowers SKT boards to make membership and loan 
decisions. They could also reconsider their support to 
unprofitable SKTs. 

 Expand SKT membership: membership requirements 
could be simplified to depend mainly on the 
creditworthiness and financial stability of the applicant. 
This could be followed by a promotional campaign by ACC 
to raise awareness of SKTs. In the long run, 
communication and promotion efforts could be handed 
over to SKTs. 

 Develop the services provided by SKTs: in addition to 
credit, SKTs could provide financial training and advices to 
members, facilitate external audits, and organise national 
and regional representation. 

3. Improve the corporate governance and transparency of KazAgro 

Improving the corporate governance and transparency of 
KazAgro could make the use of public credit more efficient, help 
focus KazAgro’s credit programmes on credit market failures 
including the credit-constrained segments especially SMEs, and 
make the competitive environment and allocation of resources 
more transparent for privately-owned banks. 

 KazAgro corporate governance and transparency could 
be improved based on the OECD Guidelines on Corporate 
Governance of State-Owned Enterprises (2005). This would 
entail inter alia an agreement between the ministry and 
KazAgro on a clear mandate and role for KazAgro, 
enhancing the independence of KazAgro board, reviewing 
the process of appointment, hiring and firing of KazAgro 
board members, and defining regular and transparent 
reporting processes. 
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Introduction 

This handbook is part of the Kazakhstan Sector 
Competitiveness (SCS) project, which aims to support the 
Government of Kazakhstan to diversify its economy and improve 
competitiveness in different sectors of its economy. The project 
identified three sectors to support economic diversification, with 
a focus on priority policy areas: access to finance in agribusiness, 
skills development in the case of information technologies, and 
investment promotion and policy in the case of food processing 
and food retail. The project completed two phases over four years: 
Phase 1 (2009-10) analysed and identified three priority sectors; 
Phase 2 (2011-12) defined sector policy recommendations and 
implementation plans. 

The current handbook is the final deliverable of the work on 
improving access to finance in Kazakhstan with a focus on 
improving agribusiness competitiveness. It addresses the main 
barriers to access to finance especially in the agribusiness sector, 
and suggests policy recommendations and implementation 
actions to overcome them. It builds on the work during Phase 1 
of the project, the identification of the sectors with the greatest 
economic potential in Kazakhstan and the main existing barriers 
to their development. The findings of Phase 1 are summarised in 
the Kazakhstan Sector Competitiveness Strategy report. Phase 1 
selected access to finance as the main issue for business 
competitiveness in Kazakhstan, with a focus on the agribusiness 
sector as a priority sector based on Kazakhstan’s sectoral 
competitive advantages. These include substantial arable land 
and low production costs, along with the country’s opportunity to 
move up the value chain towards food processing. The analysis 
identified the main challenges and issues hampering access to 
finance, in particular the limited financial resources available, 
and suggested key policy areas to improve access, especially in 
the agribusiness sector. 
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This handbook is structured as follows: Part I, Chapter 1 
describes the issue of access to finance in Kazakhstan, examines 
the policy options available to the government, and focuses on 
three policy options to enhance access to finance. Part II 
addresses access to finance with a focus on the agribusiness 
sector, and applies the policy options identified in Part I to this 
sector. Chapter 2 examines the baseline situation, in particular 
the existing market structure and players in the agrifinance 
market, identifies the main barriers to finance of agribusinesses, 
and reviews the policy options available to the Ministry of 
Agriculture to address them. Chapter 3 focuses on three policy 
instruments, and provides detailed policy recommendations, an 
implementation plan and actions to be implemented by the 
Ministry of Agriculture. Chapter 4 concludes this policy 
handbook, outlining a way forward in implementing further 
recommendations to enhance access to finance and improve 
competitiveness focusing on agribusiness. 
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PART I 

Improving Access to Finance in 
Kazakhstan   
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Chapter 1 

Policy options to unlock access to finance in 
Kazakhstan 

This chapter assesses the issue of access to finance for the private sector in 
Kazakhstan. It describes key challenges faced and recommended policy options for 
the Government of Kazakhstan to overcome them. 

Access to finance is the major barrier for companies in 
Kazakhstan to improve their competitiveness and attract foreign 
and domestic investment. According to a survey carried out by 
the EBRD and the World Bank (2010), 56% of firms in 
Kazakhstan identified access to finance as a moderate to severe 
obstacle for growth in 2008.  

Since the collapse of the Soviet Union in 1991, Kazakhstan’s 
financial sector has witnessed unprecedented reform and 
transformation with the creation of a national currency, the 
privatisation of large state companies and banks, and the 
creation of the National Fund of the Republic of Kazakhstan. 
While these reforms have established the financial framework 
and institutions and improved access to credit, companies in 
Kazakhstan face several credit constraints. Government 
organisations have a strong influence in the financial sector 
through government credit programmes, public banks and State-
Owned Enterprises (SOEs). This reduces bank competition, tends 
to crowd out foreign banks and nurtures high interest rates. 
Collateral is very often required to obtain a loan and the level of 
that collateral is difficult to predict for borrowers, making 
collateral requirements a major issue for companies. Credit 
Guarantee Schemes could help to reduce collateral requirements 
in Kazakhstan, but have a limited sector and regional reach. 
Kazakhstan has a strong compulsory education system and has 
achieved universal primary education and adult literacy, but 
financial literacy remains low in many sectors.  
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The government could consider several policy options to 
improve the credit market, which will be addressed in this 
chapter. Among these policy options, three will be the focuses of 
this report to improve the access to finance for companies. Credit 
Guarantee Schemes are policy instruments that could reduce 
risks, encourage banks to develop their loan portfolios, and target 
the most credit-constrained businesses. The development of 
credit co-operatives could expand local finance, including that 
available to SMEs in remote areas. The improvements in the 
transparency and corporate management of the government and 
SOEs could increase the efficiency of public lending, orient 
lending to the most credit-constrained segments, especially SMEs 
and agribusinesses in rural areas, and enhance the transparency 
of the credit market to foster commercial banks’ interest in 
agribusiness. It includes improving SOE credit programmes’ 
effectiveness and focusing them on market distortions and credit 
niche segments. 

This chapter will first analyse the constraints on access to 
finance for the private sector in Kazakhstan, and, second, 
examine the policy options available for the government. Third, it 
will detail three policy options to address the credit market 
failures in Kazakhstan. 

Supply and demand factors constrain access to 
finance in Kazakhstan 

Companies in Kazakhstan experience difficulties when 
accessing finance, in particular unfavourable interest rates, 
complex application procedures and high collateral requirements 
(EBRD and World Bank, 2010). These difficulties come from both 
demand and supply factors. 

On the demand side, potential private borrowers suffer from 
asymmetric information on banks’ requirements and financial 
instruments. The size of the country leads to high commuting 
times for companies located outside of the main cities to reach 
the nearest bank and gain access to credit information and 
offers. This problem is aggravated by the limited branch networks 
of most banks. Second, the lack of physical, information and 
communications infrastructure increases the difficulties of 
connecting borrowers and lenders in a fragmented market. It also 
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multiplies the transaction costs of companies when applying for a 
loan. Third, some sectors are also dominated by SMEs which 
have generally lower quality of output and profit. SMEs generally 
involve higher transaction costs for lenders, making banks more 
reluctant to lend to them. 

On the supply side, financial institutions also face asymmetric 
information as they have difficulty in assessing the 
creditworthiness of companies, especially those located in remote 
areas. In particular, companies often lack credit history, 
collateral and accounting reports, so that banks tend to require 
more collateral and to set higher interest rates to compensate for 
these risks. Second, Kazakhstan suffers from a high stock of 
non-performing loans, further increasing the risk of loans for 
banks. In addition, specific sectors or segments like SMEs tend to 
have even more non-performing loans than other potential 
borrowers. Third, the government and SOEs play a central role in 
the financial system through significant shares in banks and 
important investment and subsidised credit programmes. 
Transparency and the efficiency of corporate governance of public 
lenders are key to ensuring the most efficient use of public 
funding and increasing their focus on the most credit-
constrained niche segments, especially SMEs in remote areas 
and in sectors with low return on investment. Otherwise, 
privately-owned banks are partly crowded out by the lack of 
efficiency and competition on the credit market due to the 
domination of government institutions, public banks and SOEs. 

The financial crisis worsened the situation regarding access to 
finance, leading to specific policy responses from the government. 
The government introduced several policy instruments and 
programmes to improve access to finance, including the Business 
Roadmap 2020 for SMEs. Lending to small business decreased 
compared to pre-crisis levels from KZT 1,510 bn (USD 9.4 bn) at 
December 2007 to KZT 1,343 bn (USD 8.75 bn) at December 
2011. The aim of the programme is to improve access to credit for 
SMEs up to a total loan portfolio of KZT 585 bn (USD 3.8 bn). 
The programme includes credit guarantees, support to loans and 
training activities. Despite the implementation of the Business 
Roadmap 2020, credit to SMEs has not significantly increased 
and access to credit remains a major barrier (Embassy of 
Kazakhstan to the United States, 2012). 
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To increase access to finance, Kazakhstan needs to address 
the following issues: (i) the high risk that banks face in providing 
loans, especially in non-extractive sectors, which is aggravated by 
asymmetric information, (ii) the high transaction costs faced by 
companies and banks when entering into loan transactions, and 
(iii) the limited efficiency of the credit market and of public 
lending dominated by SOEs.  

Six policy options are available to the government to 
enhance access to finance 

The policy options available to the government to address 
credit market failures have been assessed through the access to 
finance framework.  

Figure 1.1  Assessment framework, access to finance 

 

Source: OECD (2011b), Competitiveness and Private Sector Development: Eastern Europe and South 
Caucasus, OECD, Paris. 

An effective regulatory and institutional framework for 
access to finance could reduce risks 

An effective regulatory framework encompasses a set of 
regulations, institutions, laws and standards including 
bankruptcy laws, an independent central bank, stable collateral 

Effective 
regulatory 
framework

Collateral and 
provision 
requirements

Registration 
systems for 
movable 
assets

Cadastre

Access to 
bank 

finance

Competition in 
the banking 
system

Banking sector 
outreach

Domestic credit 
to private 
sector

Non-performing 
loans

Corporate 
governance 
of the 
banking 
sector and of 
State-Owned 
Enterprises

Access to 
capital 

markets

Capital market 
authority

Stock market 
depth and 
liquidity

Sophistication 
of financial 
instruments

Corporate 
disclosure 
requirements

Early-stage 
financing

Availability of 
risk capital

Business 
angels 
network

Micro-finance 
facilities

Credit co-
operatives

Guarantee 
schemes

Credit 
guarantee 
schemes

Mutual 
guarantee 
schemes

Export 
guarantee 
schemes

Credit 
information 
services

Improving 
skills

Financial 
literacy

Entrepreneurial 
training

Access to finance



 

 29

requirements, sound accounting standards, and credit 
information on borrowers (OECD, 2011b).  

The regulatory framework governing access to finance has 
several shortcomings, in particular bankruptcy laws. On the legal 
rights index, Kazakhstan only scored 4 out of 10 in the World 
Bank Doing Business rankings compared to an average of 7 for 
high-income OECD countries. Companies in Kazakhstan suffered 
in particular from the fact that secured creditors are not “paid 
first” (i.e. before general tax claims and employee claims) when a 
debtor defaults outside an insolvency procedure or when a 
business is liquidated (World Bank, 2012). However, the World 
Bank recently recorded some progress on strengthening the 
rights of secured creditors, noting that “in Kazakhstan a new law 
introduced changes to the regulation of the rehabilitation 
procedure under bankruptcy legislation, specifying several 
conditions under which secured creditors can apply for relief 
during the procedure” (World Bank, 2013). 

The National Bank of Kazakhstan is the independent legal 
entity in charge of banking sector supervision. Among other 
things, the bank issues permits for the establishment of banks, 
grants licenses for their operations, and approves prudential 
norms for banking activities.  

In Kazakhstan, banks more frequently require collateral from 
companies compared to other countries. Kazakhstani banks 
surveyed by the OECD report they require mostly traditional 
forms of collateral based on fixed assets. The level of collateral 
requirement is relatively unpredictable, though generally 
declining from more than 150% in 2005 to 92% in 2012 (EBRD, 
2012). It makes financial projections and management very 
difficult for firms. Insufficient collateral is one of the root causes 
of banks’ reluctance to lend to companies, especially SMEs. The 
banks’ confidence is also undermined by the lack of credit 
information on borrowers and the absence of a national credit 
registry. 
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Figure 1.2  Percentage of loans requiring collateral according to surveyed 
companies in 2009 (%) 

 

Source: World Bank (2012), Enterprise Surveys (http://www.enterprisesurveys.org), The World Bank, 
accessed 16 October 2012. 

Sound and transparent accounting standards can help 
financial institutions assess the financial stability and 
creditworthiness of companies. Accounting standards in 
Kazakhstan are in line with the International Financial Reporting 
Standards (IFRS), and SMEs are increasingly moving from local 
accounting standards to IFRS standards. The “big four” auditing 
firms are present in Kazakhstan, presenting an opportunity for 
the dissemination and improvement of accounting standards 
(IFC, 2008). 

Kazakhstan has no public, centralised credit information 
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Registry accessible to financial institutions, to mitigate collateral 
requirements and to raise bank’s confidence. The dissemination 
of IFRS accounting standards to SMEs can also increase 
transparency and facilitate financial assessment by banks. The 
development of credit information services like a collateral 
registry could increase the transparency of SMEs’ accounting and 
increase banks’ confidence. It would support the expansion of 
bank activities on the credit market, especially with respect to 
high-risk sectors like agriculture or SMEs. 

Access to bank finance remains limited and is largely 
influenced by the role of banking and non-banking SOEs 

Access to finance in Kazakhstan is largely driven by the role of 
non-banking SOEs and public banks in many sectors. First, 
SOEs are mostly financed from the government budget, and 
deliver credit programmes through which they provide direct 
loans to companies and subsidise interest rates. In addition, both 
SOEs and private companies benefit from selected government 
subsidies and credit programmes. Second, the government also 
bailed out major banks during the financial crisis, including BTA 
bank, one of the biggest banks in the country. The influence of 
SOEs and public lending is central in Kazakhstan and calls for 
the highest transparency and efficiency of existing public funds. 

The poor outreach of the banking sector remains a constraint, 
especially for SMEs, which generally report more difficulty than 
large companies in obtaining loans from banks (Schiffer and 
Weder, 2001; Beck, 2007). Banks prefer larger commercial clients 
which are generally more profitable and can offer more 
guarantees. Loans to small businesses were less than 15% of 
total commercial loans in 2011. The geographical outreach of the 
banking sector in Kazakhstan is rather low as well: the country 
has a ratio of 130 bank branches per million inhabitants 
compared to 470 in Germany or 440 in Ukraine (European 
Banking Federation, 2012). Few banks have an extended network 
of local branches, especially in regions like Akmola, Kyzylorda 
and North-Kazakhstan, and most of them concentrate their 
operations in major cities. Transaction costs increase for SMEs 
as they need high commuting times to reach the nearest local 
bank branch.  



 

 32

The high concentration of the banking sector, with five banks 
representing 71% of assets, does not encourage competition 
between banks and the SOEs. In many OECD countries like 
France, Germany, Poland and the UK, the five largest banks 
typically own fewer than 50% of total assets. The National 
Sovereign Welfare Fund Samruk-Kazyna (SK) acquired significant 
stakes in major banks during the crisis, including 25% of shares 
of the largest bank Kazkommertsbank, 54% of the second largest 
bank Halyk Bank and 81% in the third largest, BTA bank. In 
addition, the Government and SOEs also financed sector-specific 
credit programmes to banks and to private sector companies, 
including USD 2 bn in construction, and USD 1bn in both 
agriculture and infrastructure. The bank bail-outs and the credit 
programmes were used as a remedy to the financial crisis and to 
the weakness of the banking system from 2008 to 2010. To 
sustain the credit recovery and help banks restructure, this 
public support could be continued but progressively decreased in 
the near term (European Central Bank; IMF, 2011). The 
government could also gradually sell bank stakes owned by 
Samruk-Kazyna, and allow foreign banks to bid for those shares 
as recommended by the OECD Investment Policy Review of 
Kazakhstan (OECD, 2012a). The review also noted that 
government plans included the improvement of corporate 
governance prior to an initial public offering (IPO) of Samruk-
Kazyna and its subsidiary companies. This IPO might include 
public banks like BTA in a second stage (Government of 
Kazakhstan, 2011; OECD, 2012a). 

As a result of the lack of efficiency and competition in the 
current banking system, key banking indicators recorded by the 
EBRD are weak. Interest rates remained high in Kazakhstan at 
14.3% in 2009 compared to other Central Asian and Eastern 
European countries, despite the liberalisation of interest rates 
and selected subsidies from the government (see Figure 1.3). 
Non-performing loans in Kazakhstan exceed 25% of gross total 
loans, which is significantly above the rates recorded in the 
Russian Federation (8%), Ukraine (15%), Poland (8%), and 
Lithuania (19%) (WB, 2012). 



 

 33

Figure 1.3  Level of interest rates offered by commercial banks (%) 2006-2009 

 

Source: EBRD-World Bank (2012), Business Environment and Enterprise Performance Survey 
(BEEPS), http://www.ebrd.com/pages/research/economics/data/beeps.shtml, accessed 10 
September 2010. 

There are various options available to make the finance 
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private sector in Kazakhstan. They include improving banking 
and non-banking SOEs’ effectiveness based on OECD Guidelines 
on Corporate Governance of State-Owned Enterprises (2005), and 
focusing their credit programmes on lending to credit-constrained 
segments, especially SMEs. 

Access to the capital market can be increased by listing 
more foreign and local companies 

Kazakhstan’s financial market development ranked only 121st 
out of 126 economies in the Global Competitiveness Report 2011-
2012 of the World Economic Forum (WEF). The Kazakhstan 
Stock Exchange Market (KASE) is the only stock market in 
Kazakhstan. The government aims to transform the KASE into 
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government has launched an ambitious programme of IPOs of 
SOEs, especially subsidiaries of Samruk Kazyna, to contribute to 
the development of Kazakhstan's stock market, and would like to 
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(Government of Kazakhstan, 2011; KASE, 2011). 
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The government could continue the IPO programme, expand it 
to other sectors, and seek to attract of foreign investors to the 
stock market as part of a more general approach to attract FDI in 
the economy. 

Microcredit and credit co-operatives can decrease 
transaction costs and information asymmetries 

SMEs and entrepreneurs need to have local access to finance, 
especially at the initial stages of their development through 
equity finance, microfinance and local financial institutions like 
credit co-operatives. These associations are also close to potential 
borrowers, have privileged information on their creditworthiness 
and operations, and can benefit from informal social pressure to 
avoid moral hazard. 

The main financial institution supporting SMEs is the DAMU 
Fund, which provides public funds to second-tier banks for 
lending to SMEs and is described in Box 1. The country also has 
a network of local financial institutions with credit co-operatives 
and microcredit institutions in various sectors. The number of 
microfinance institutions operating in Kazakhstan was estimated 
at 831 in 2010 (Mixmarket information, 2011). In most sectors, 
credit co-operatives have limited financial impact compared to 
bank finance and state-supported loan programmes, but are 
currently being revived by the government, especially in the 
agricultural sector.  
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Box 1. DAMU Entrepreneurship Development Fund in Kazakhstan 

The Damu Entrepreneurship Development Fund JSC (DAMU) is the main operator 
of public funds providing lending to SMEs and the key implementer of the Business 
Roadmap 2020. DAMU is owned by the National Sovereign Wealth Fund Samruk 
Kazyna. DAMU finances credit support in all sectors of the economy through sixteen 
regional offices. As of August 2011, DAMU had a loan portfolio of 11,469 borrowers 
totalling KZT 573 bn (USD 3.73 bn). 

DAMU conducts several financial and non-financial programmes to support banks 
in developing credit for SMEs: 

 A three-tranche stabilisation programme to fund second-tier banks to expand 
credit provision to SMEs. DAMU funds amounted to KZT127 bn (USD 827 m) in 
the third tranche of the programme (2008-2012), which generated KZT 222 bn 
(USD 1.44 bn) of loans to SMEs by partner banks, including BTA, ATF and 
Alliance. The portfolio of loans covered mainly the wholesale and retail sector 
(41.7% of total loans), the services sector (20.8%) and the manufacturing sector 
(14.5%).  

 A regional programme to finance local SMEs in priority regional and economic 
sectors in partnership with banks. 

 A microcredit programme, amounting to KZT 35.6 bn (USD 232 m) over 2002-
2012, to foster the development of microcredit organisations and facilitate their 
access to commercial loans and enhance their capacity.  

Source : DAMU website, www.damu.kz, accessed in August 2012. 

Credit co-operatives and microcredit institutions are key local 
players able to provide funds to companies and should have 
connections with local banks and institutions. Kazakhstan has 
credit co-operatives in selected sectors, such as agriculture, but 
they have limited financial impact compared to bank finance and 
government-supported programmes. Existing credit co-operatives 
have been affected by the financial crisis, and are in difficult 
financial conditions. They are currently being restored by the 
government, especially in the agricultural sector. 

The country could spread its early-stage finance by improving 
the reach of the DAMU fund in priority sectors and expand its 
training activities with banks. Credit co-operatives could also be 
supported by the government to expand their membership and 
develop partnerships with banks to increase the amount of loans 
received by member SMEs. 
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Credit Guarantee Schemes reduce information asymmetries 
and mitigate risk 

Kazakhstan has a credit guarantee system operated by DAMU 
within the Business Roadmap 2020. This guarantee system has 
delivered 96 guarantees for a total guarantee amount of 
USD 37 m covering USD 96 m of loans since its creation in 2010. 
Guarantees were mostly provided to industrial processors and 
manufacturing (42% of clients). The number of guarantees 
remains limited considering the number of potential borrowers in 
Kazakhstan and is not sufficiently sector specific to address all 
needs. Apart from DAMU, the country has limited Credit 
Guarantee Schemes in specific sectors like KazAgroGarant in 
agriculture with low visibility for potential beneficiaries.  

The expansion of CGSs for SMEs in targeted sectors could 
facilitate the access to finance of SMEs by reducing collateral 
requirements and reducing information asymmetries between 
banks and SMEs.  

Improving skills and financial literacy strengthens 
financial management and loan applications 

The low financial literacy of businesses is a major issue in 
Kazakhstan as it leads to poor financial management and 
accounting, low quality of loan applications, and limited 
knowledge of the financial instruments available from banks 
(OECD, 2011c). The upgrading of business owners’ and 
employees’ skills could help them to evaluate available financial 
options, and make sound investment decisions. It would also 
enhance their capacity to fill loan applications and provide 
appropriate information and documents to banks.  

DAMU offers training schemes that are insufficient 
considering the size of the country and the variety of sectors that 
it covers. Sector-specific government programmes and centres 
have been established to improve businesses’ financial 
management and literacy. Common initiatives have been 
launched with banks and audit firms to assist companies in the 
access to credit. 
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The further development of financial education and training 
programmes is a major lever for companies to access credit since 
it could raise their awareness of the financial opportunities and 
products available, improve their loan applications, and enhance 
banks’ interest and confidence. 

Focusing on three policy options will help the 
government overcome barriers to access to finance 

Among the policy options available to Kazakhstan (see table 
1), the government could focus on three policy options that are 
most relevant to address the above-mentioned issues: (i) develop 
sector-specific CGS to mitigate risk faced by banks and decrease 
information asymmetries, (ii) strengthen credit co-operatives to 
reduce transaction costs, and (iii)  improve the corporate 
governance of SOEs, including their transparency, to enhance 
the efficiency of public lending and focus on the most credit-
constrained segments, especially SMEs. 

Table 1. Result of policy options' selection for the government of Kazakhstan 

Available policy options Selected policy options  Rationale for policy options 

Guarantee schemes  Credit guarantee schemes High risk of loans, information 
asymmetries and limited SME 

credit. 
Early stage financing Local credit co-operatives Limited local and microfinance due 

to high transaction costs and 
information asymmetries. 

Access to bank finance Improvement of the SOE corporate 
governance and transparency. 

Significant share of public funds on 
the credit market. 

Source: OECD analysis based on OECD (forthcoming), Central Asia Competitiveness Policies and 
Strategies, OECD publishing, and International Finance Corporate (2010), Scaling-Up SME Access to 
Financial Services in the Developing World, Financial Exclusion Experts Group, SME Finance Sub-
Group, G20 Seoul Summit, Seoul. 

The development of sector-specific CGSs could compensate 
the risk associated with borrowers’ insufficient creditworthiness 
by guaranteeing loans for borrowers with a lack of credit history 
and collateral. CGS also overcome information asymmetries with 
the active involvement of banks. They can improve the volume of 
loans offered by banks to SMEs especially in remote areas. As a 
market instrument, the CGS can decrease direct government 
intervention in credit allocation since banks provide loans under 
competitive market conditions, backed by the guarantee of the 
CGS. CGS can also have a strong leverage effect: a moderate 
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amount of capital can be used to guarantee a much higher 
volume of loans thanks to the multiplier effect of the guarantee.  

The expansion of credit co-operatives in Kazakhstan could 
drive the supply of local and microfinance, and decrease 
transaction costs in the absence of a developed bank network in 
regions. Credit co-operatives are key local players able to provide 
funds to local SMEs in partnership with financial institutions. 
Local financial players will be closer to borrowers, possessing 
greater information about them and able to exert social pressure 
on them. 

The improvement of the transparency and corporate 
management of public credit providers could have an impact on 
access to bank finance as it would increase the efficiency of 
public lending, help SOEs overcome credit market failures and 
target loans to underserved borrowers, and foster competition in 
the commercial loan market. The government could improve the 
transparency and governance of the public credit programmes to 
increase the efficiency of existing public lending. The government 
and SOEs could also re-orient their programmes to SMEs facing 
major issues with access to finance and to general services. By 
focusing on these market failures, the government would leave 
more market opportunities for banks to lend to more profitable 
companies at competitive and profitable rates, and increase their 
willingness to diversify their loan portfolios. 

Financial literacy and skills remain a major area of 
improvement to decrease information asymmetries. It can then be 
embedded in the three policy options through dedicated training 
and advisory activities, like training of CGS staff and banks as 
part of the development of sector-specific CGSs. Training 
activities for companies would also help once the policy option 
mechanisms are designed and ready to launch. 

Sector-specific CGSs compensate risk and need to involve 
the private sector in their functioning 

A CGS is a guarantor against loan default that compensates 
risk and raises banks’ confidence. It involves banks and the state 
in its functioning as in the example of the Japan CGS system (see 
Figure 1.4).  
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SMEs apply for loans from banks participating in the CGS. 
Bank officers process the application and provide the loan 
directly if the collateral provided by SMEs is sufficient. If the 
collateral is not sufficient, banks submit a guarantee application 
to the local CGS branch. CGS staff screen the application, 
approve the guarantee and communicate its decision to the bank. 
The loan is provided by the bank to the SME with the guarantee 
of the CGS. In case of default, the CGS reimburses a proportion 
of the loan to the bank. 

Figure 1.4  Credit Guarantee Scheme functioning in Japan 

 

Source: Natani and Reading (2005), Credit Guarantee Scheme Functioning in Japan. 

The government could expand the credit guarantee and 
training activities of DAMU, and also support the development of 
sector-specific CGS in more critical sectors of the economy that 
are insufficiently served by DAMU. Several key success factors 
need to be observed to ensure the success of a CGS. They include 
but are not limited to the following: 

 Banks should be involved in the initial funding and 
functioning of the CGS. The CGS could consequently 
support the development of commercial loan offers by 
banks to more risky segments of the economy. 

 The network of CGSs needs to be composed of a central 
CGS office and local CGS branches. The central CGS 
supervises and plays the role of lender of last resort. Local 
branches review applications in their region. 
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 The risk should be shared between the CGS and banks 
with a tight risk management system. The loan is not fully 
covered by the CGS, meaning that the risk is shared 
between participating banks and the state. This gives 
banks an incentive to screen loan applications carefully 
and decreases the risk of moral hazard. 

 The CGS’s policy on providing guarantees is set by the 
board of the CGS which should include representatives 
from the management of the CGS, participating banks, the 
government and beneficiaries. The policy is then applied by 
the CGS staff when reviewing each application. 

Credit co-operatives spread local finance and require a legal 
framework promoting autonomy 

The government needs to follow several principles to 
encourage the development of local credit co-operatives: 

 guaranteeing their autonomy, so that credit co-operatives 
can make their own decisions regarding membership, loans 
and internal management; 

 providing training and advisory activities to the members of 
the credit co-operatives at set-up can support their 
creation and functioning; 

 promoting links between credit co-operatives and local 
banks by organising events and dialogue mechanisms such 
as regular formal meetings and support to negotiations; 

 not systematically bailing out credit co-operatives that are 
in critical financial condition as this would encourage 
moral hazard and poor financial management. 

Improved corporate governance and transparency of SOEs 
can enhance the efficiency of public lending 

The government needs to increase the efficiency of public 
lending, target loans to underserved borrowers, and foster 
competition in the commercial loan market. It could support the 
improvement of corporate management and transparency of 
SOEs by applying the OECD Guidelines on Corporate Governance 
of State-Owned Enterprises (2005). 



 

 41

This improvement could in particular focus on: 

 SOEs’ activities in addressing credit market failures, 
including the access to finance of the credit-constrained 
segments, and financing key investment priorities by the 
government; 

 the state’s role in the governance of SOEs through clear 
responsibilities, decision-making and reporting processes;  

 the professionalism and accountability of SOE boards to 
ensure they act in the best interests of the company, with a 
transparent selection and recruitment process to ensure 
that board members are capable of independent, objective 
judgement; 

 transparency and disclosure, including of the objectives 
and results of investment and credit programmes 
conducted by SOEs.  
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PART II  

The Case of Agribusiness in Kazakhstan 
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Chapter 2  

Baseline situation in Kazakhstan:  
The need to improve access to finance for 

agribusiness 

This chapter assesses the baseline situation of access to finance for agribusiness 
companies in Kazakhstan. It describes the issues faced by agribusinesses and the 
related policy options to overcome them that are available to the Government of 
Kazakhstan. Finally, it examines  the three key policy options for the Ministry of 
Agriculture that are the focuses of the present report: the development of the 
agribusiness credit guarantee scheme, the strengthening of agricultural credit co-
operatives and the improvement of KazAgro’s corporate governance and transparency. 

Limited access to finance for agribusiness firms is one of the 
main barriers to competitiveness in the sector. After the economic 
crisis, the amount of commercial credit extended to agriculture 
increased from KZT 256 bn (USD 1.67 bn) to KZT 300 bn (USD 
1.95 bn) between 2009 and 2011, but only accounted for 3.5% of 
total bank credit in Kazakhstan. An increase in state subsidies 
from KZT 25.1 bn (USD 163 m) to KZT 30.6b (USD 200 m) during 
the same time period compensated for the limited availability of 
credit to agriculture and mitigated the impact on agricultural 
productivity and modernisation (OECD, 2011) (National Bank of 
Kazakhstan, 2012). 

According to a recent survey (EBRD and World Bank, 2010), 
56% of firms in Kazakhstan identified difficult access to finance 
as a moderate to severe obstacle to growth in 2008. Unfavourable 
interest rates, and to a lesser extent the complexity of application 
procedures and the high collateral requirements, were the main 
reasons for these difficulties. 
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This chapter will first present the main public and private 
sources of financing in Kazakhstan, then identify the key issues 
faced by agribusiness companies when accessing finance. Third, 
the chapter will examine the policy options available to the 
Ministry of Agriculture to address these issues. 

Commercial banks and KazAgro are the main sources 
of agribusiness financing  

The three main sources of finance for agribusiness in 
Kazakhstan are: commercial banks (94.5%, including 60% from 
KazAgro and its daughter companies), rural credit co-operatives 
(5.1%), and niche organisations (0.4%) (Gaisina, 2010). As of 
January 2012, KazAgro still had a loan portfolio amounting to 
60% of loans in the agribusiness sector (KazAgro, 2011; National 
Bank of Kazakhstan, 2012; OECD, forthcoming1). 

Table 2. Share of loans to agricultural sector by source 

Source of agricultural loans 2005 2006 2007 

Commercial banks 90.2 95.5 94.5 

Rural Credit Co-operatives 9.3 3.8 5.1 

Micro Credit Organisations 0.5 0.7 0.4 

Source: Gaisina, Sholpan (2010), “Access to Bank Credit by Agricultural Producers in Kazakhstan: A 
Micro-Econometric Analysis”, The International Journal of Economic Policy Analysis, Volume 5, 
Article 3, 2010, Venice. 

KazAgro Holding is the main agricultural SOE composed of 
seven subsidiary companies in which it has close to 100% of 
equity:  

 KazAgroFinance;  

 Agrarian Credit Corporation;  

 KazAgroGarant;  

 Food Contract Corporation;  

 Financial Support Fund;  

 KazAgroProduct;  

 KazAgroMarketing.  
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KazAgro aims to implement the government’s policy of 
supporting the development of the agro-industrial sector. Five of 
these companies provide direct finance to agribusiness 
companies: KazAgroFinance, Agrarian Credit Corporation (ACC), 
KazAgroGarant, Food Contract Corporation (FCC) and the 
Financial Support Fund. In 2009, KazAgro Holding extended just 
over USD 1.2 bn in loans, 90% to agribusiness sector projects 
and 10% in other sectors of the economy related to rural 
development and infrastructure (OECD, 2011a). KazAgroFinance 
provides equipment and machinery leasing to agribusiness 
companies and finances direct credit for working capital. ACC’s 
loan portfolio to rural credit co-operatives and other projects 
amounted to KZT 92.1 bn (USD 622 m) in January 2011 (ACC, 
2011b). KazAgroGarant issues concessional loans as well as 
credit guarantees. In addition to purchases and interventions on 
the grain market, FCC has developed lending activities for grain 
and cotton producers. The Financial Support Fund provided 
credit to rural microproducers, including seasonal loans (OECD, 
2011a; OECD, forthcoming1). 

Figure 2.1  A breakdown of KazAgro’s budget by company, average for the 2007-
2010 period 

 

Source: OECD analysis based on KazAgro’s answer to the survey: OECD (2011a), “Survey of banks’ 
agribusiness activities in Kazakhstan”, internal working document, Private Sector Development 
Division, OECD, Paris. 

There are 39 general banks in Kazakhstan, 33% foreign 
owned and 66% domestically owned. The OECD (2011a) 
conducted a bank survey in 2011 to determine the level of 
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no investment in agribusiness. However, three banks invest a 
significant part of their loans (20% and above) in agribusiness. Of 
the bank loans that went to agribusiness, banks issued most of 
their loans to large companies (more than 250 employees) 
representing around 45% of loans to agribusiness, and to 
medium sized companies (between 50 and 250 employees) with 
25% of loans to agribusiness. Banks consequently dedicated on 
average less than 30% to small, micro firms and farms although 
they represent a significant share of agribusiness companies. 
Banks usually offer a wide range of loan instruments (for working 
capital, fixed assets, investment projects). Very few instruments 
are targeted at agribusiness SMEs, despite state support in the 
form of subsidised interest rates and guarantees. Last, few banks 
have an extended branch network; most are only based in Astana 
or Almaty; only two banks have extended networks across other 
regions.  

Rural credit co-operatives (SKTs) also provide loans to their 
members. They receive funding from the ACC and through their 
own funds from members. As of November 2011, outstanding 
loans from SKTs to their members reached KZT 20.2 bn (USD 
131 m), a significant improvement compared to a total of KZT 
15.8 bn (USD 10 m) issued by SKTs in 2008 (ACC, 2011b). 

Despite a moderate share of loans, microcredit financial 
institutions (MFIs) in Kazakhstan are key complementary players 
in providing microfinance and capacity to small farms not 
reached by other sources. There were 1,086 MFIs registered in 
Kazakhstan in 2008, of which only 400 were active, with a total 
loan portfolio of more than KZT 56 bn (USD 365 m). For example, 
the Association of Microfinance Organizations of Kazakhstan 
(AMFOK) had 70 member MFIs, including TAT Senim and ORDA 
Credit, in July 2009 (Mixmarket Information, 2011). 

Agribusiness companies in Kazakhstan face several 
barriers in accessing finance  

The five key issues preventing an efficient allocation of 
financial resources across the agribusiness sector include: 
asymmetric information, high transaction costs, agribusiness 
risks, KazAgro’s credit market dominance, and low returns on 
investment for banks and investors. 
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Agribusiness companies and banks suffer from asymmetric 
information 

Asymmetric information exists on the demand side (farmers 
and SMEs) and on the supply side (banks) of the market. 
Farmers and SMEs lack sufficient information on the options 
available to assist them in financing investment, which may be 
the result of a lack of education. Commercial banks lack 
sufficient information and experience to identify creditworthy 
farmers and SMEs. Accounting and general book-keeping 
standards are poorly applied and any standards present are 
difficult to enforce throughout the rural community. This tends to 
maintain systematic and high collateral requirements and 
exclude potential borrowers that are not able to meet the 
requirements. 

Fragmentation of the market increases transaction costs  

Kazakhstan has one of the lowest population densities in the 
world, coming 226 out of 241 countries, which means farmers 
and agribusinesses are highly dispersed across the country. 
Combining this reality with Kazakhstan’s relatively poor 
infrastructure and communications implies that transaction 
costs are significant.  

First, rural farmers and SMEs confront long commuting times 
to reach their nearest bank branch, multiple trips to gather 
information and sign forms, and to go through the general loan 
approval process. The insufficient network of regional and local 
centres such as extension centres or local financial agencies also 
hinders the transfer of information and competencies regarding 
financial instruments and offers. Internet usage in Kazakhstan is 
very low, at 34.1% of the population, so agribusinesses and rural 
farmers are unable to reduce this commuting time by themselves 
(Internet World Stats, 2012).  

Second, high transaction costs also impact banks that face 
increased marketing and sales costs in order to reach target 
clients. As a result, many banks choose to focus their limited 
resources on cities and on larger firms that require bigger loans. 
High transaction costs disproportionately impact the financing 
decisions of SMEs and individual farmers in comparison with 
larger firms. 
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Figure 2.2  Loans to agribusiness in Kazakhstan in 2010 (%) 

 

Source: OECD analysis based on ACEPAS statistics (2010).  

Agribusiness is a high-risk sector due to output variability 
in Kazakhstan 

Agribusiness is an activity with a strong risk exposure: 
production outputs are highly variable because of weather 
conditions, seasonal fluctuations and volatile commodity prices. 
Investment level is consequently undermined by risk default: 
deliquescent loans are significantly higher in agribusiness than 
in other sectors. According to an OECD survey (2011a) conducted 
with banks, it deters banks and investors from lending to 
agribusiness companies, especially small farmers and SMEs, who 
tend to lack required collateral and credit information. Banks 
and financial institutions also experience difficulties in recovering 
bad debts. They have not developed the appropriate risk 
management and insurance procedures yet, for instance by 
systematically offering loan insurance, to efficiently 
counterbalance these risks and increase their loans’ supply. 

KazAgro’s market dominance has compensated for the lack 
of credit, but its efficiency needs to be assessed and 
improved 

KazAgro is a central finance provider in agribusiness that 
sustained credit supply in the agrifinancing system as banks cut 
their lending to the sector during the crisis. 
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The majority of loans (59.6% in 2007) for agribusiness firms is 
issued by KazAgro, which brings special focus on KazAgro to 
ensure public lending is the most efficient possible. KazAgro 
lending could target more SMEs than large companies as large 
companies are mostly reliable borrowers that could more easily 
receive loans from commercial banks. 

The Ministry of Agriculture and KazAgro play a central role in 
the agrifinance market through a series of credit programmes 
and concessional loans. According to the World Bank (2010), 
credit programmes, direct market intervention and subsidies 
amounted to close to 60% of the ministry’s KZT 139 bn (USD 900 
m) budget in 2008. Forty-five percent of the ministry’s budget in 
2010 and 2011 went to Kazagro for spending in agriculture, 
divided between KazAgro’s subsidiaries. For instance, KazAgro’s 
credit programmes include loan provision (Food Contract 
Corporation, ACC, and Fund for Financial Support to 
Agriculture), machinery leasing and financing of investment 
projects (KazAgroFinance), and guarantees on warehouse receipts 
(KazAgroGarant) (OECD, forthcoming1). 

Figure 2.3  Ministry of Agriculture budget by programme 2008-2011 

 

Source: OECD analysis based on data provided by the Ministry of Agriculture (2011). 
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Agribusiness suffers from low return on investment 

The low return on investment (ROI) in the agribusiness sector 
means that private banks do not see the sector as attractive, 
relative to other industrial sectors in the economy (OECD, 
2011a).  

The structurally low agribusiness ROI is worsened further by 
the low productivity of agriculture in Kazakhstan. Agribusinesses 
are plagued by low absolute productivity and low productivity 
growth rates. Use of seeds and fertilizers is insufficient and 
agricultural machinery is outdated with above 60% of tractors or 
combines being at least 20 years old (OECD, 2011c).  

Commercial bank loans to agribusiness only represented 3.5% 
to 3.6% of total commercial loans in the economy between 2009 
and 2011, which is significantly lower than agriculture’s share of 
GDP (5.2%) in 2011. Banks compensate for the risk linked to the 
variability of production with high nominal interest rates for 
lending or high collateral. For instance, average collateral 
requirements for agribusiness companies amount to 100% of the 
loan compared to 91.4% on average for all sectors (OECD, 2011a) 
(World Bank; National Bank of Kazakhstan, 2012). 

Table 3. Commercial bank loans in the economy by sector in 2009, 2010 and 
2011 

 As of 12/01/2009 As of 12/01/2010 As of 12/01/2011 

Total  100.0% 100.0% 100.0% 
Industry 9.8% 9.7% 11.7% 
Agriculture  3.6% 3.5% 3.5% 
Construction  19.6% 18.6% 14.9% 
Тransport 2.8% 3.0% 4.3% 
Тrade  23.9% 23.9% 20.3% 
Other 40.3% 41.4% 45.3% 

Source: OECD analysis based on data from the National Bank of Kazakhstan (2012). 

Applying the three policy options could enhance 
agribusiness competitiveness 

The Ministry of Agriculture needs to draw its policy options on 
access to finance from the options examined in the first part of 
this report. Indeed, agribusiness companies acutely face the 
same credit market failures experienced by any private company 
in Kazakhstan (asymmetric information, high transaction costs, 
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agribusiness risks, limited efficiency of SOE lending), and would 
benefit from leveraging similar policy options. The situation on 
access to finance for agriculture is worsened by the structurally 
low ROI of the sector. 

Table 4. Barriers to finance and policy options for the Ministry of Agriculture 

Policy options  Barriers to finance in Kazakhstan Situation in Kazakhstan 

Credit Guarantee Scheme Asymmetric information Limited agribusiness reach and not 
specific to agribusiness High agribusiness risk 

Collateral registry Asymmetric information Not existing 

Accounting standards Asymmetric information Not implemented for SMEs 

Development of local finance and 
micro finance 

High transaction costs Rural credit co-operatives with 
limited membership 

Corporate management and 
transparency improvement 

KazAgro market dominance Envisaged by KazAgro holding 

Incentives for banks investment Low return on investment of the 
agribusiness sectors 

Existing KazAgro and ministry’s 
credit subsidies programmes 

Source: OECD analysis based on OECD (forthcoming), Central Asia Competitiveness Policies and 
Strategies, OECD publishing, and International Finance Corporate (2010), Scaling-Up SME Access to 
Financial Services in the Developing World, Financial Exclusion Experts Group, SME Finance Sub-
Group, G20 Seoul Summit, Seoul. 

The development of the CGS for agribusiness SMEs would 
significantly improve their access to finance  

Kazakhstan has three credit guarantee systems. The 
Kazakhstan Small Business Program (KSBP) extends 
government-backed credit lines of between USD 1 000 and 
USD 200 000 to banks to lend to SMEs. Yet, despite the overall 
success of this policy, lending to agricultural SMEs remains very 
low and the system has been open to abuse. Agriculture loans 
represented 0.12% of the total KSBP loan portfolio, whereas trade 
and service sectors accounted for 90.3% from 1998 to 2004 
(Terberger and Lepp, 2004). Second, DAMU (2012) operates a 
guarantee scheme that has reached a limited number of 
agribusinesses, with 11% of agricultural beneficiaries (10 
guarantees only) out of 96 guarantees provided as of December 
2012. The number of guarantees remains limited considering the 
number of potential borrowers in Kazakhstan and is not sector 
specific enough to address agribusiness needs. Third, 
KazAgroGarant offers guarantees in the agricultural sector but 
has low visibility for potential beneficiaries.  
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The ministry aims to create a new CGS to increase the volume 
of loans provided by banks to SMEs at low risk. Under the 
current ministry proposal, guarantees would be provided by 
different financial institutions, including regional Social Business 
Corporations (SPK) and KazAgroGarant branches. The CGS 
would target SMEs and farms producing, processing and 
manufacturing agricultural products (Ministry of Agriculture, 
2012a; 2012c). 

Under the new scheme, farmers would apply for credit to the 
lender, such as commercial banks, which would process loan and 
collateral applications, and determine the needed guarantee 
amount. If the collateral provided is not sufficient, borrowers 
would then apply for guarantees to the CGS. The guarantor 
would examine the application, transmit its approval and its 
proof of solvency to the lender. The lender would then notify the 
borrower regarding the approval of the guarantee. Guarantee 
applications are prepared by guarantors and reviewed and 
approved by the Co-ordination Council, which should gather 
representatives from institutions involved in the CGS and from 
NGOs. If approved, the guarantor would confirm that it can 
provide a guarantee, and charge a fee to the farmer. The lender 
will provide the credit to the farmer. The ministry would 
reimburse a part of the commission (up to 3%) charged by the 
guarantor (Ministry of Agriculture, 2012b, 2012c). 

According to government plans (2012c), guarantees could be 
given for loans issued for working capital with interest rates no 
higher than 14% and not exceeding KZT 1 bn. The guarantee 
would cover no more than 70% of the loan. 



 

 55

Figure 2.4  Proposed Credit Guarantee Scheme by the Ministry of Agriculture 
(September 2012) 

 

Source: Ministry of Agriculture (2012b), Access to Finance: The Ministry of Agriculture and OECD 
Collaboration in Kazakhstan, presentation to the Access to Finance Working Group, 18-19 September 
2012, Istanbul. 

The expansion of CGSs for SMEs in agriculture could facilitate 
the access to finance of SMEs by reducing collateral 
requirements and information asymmetries between banks and 
SMEs. 

Credit co-operatives in agriculture (SKTs) are in poor 
financial condition but have the potential to expand 

In the agricultural sector, the country has developed a 
network of 161 SKTs that provide credit to their members 
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in SKTs and borrow money from ACC, but less than 3% of 
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2011). 
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The number of participants to SKTs is low in all regions, and 
South Kazakhstan and Almaty regions appear to be the most 
problematic. These two important agricultural regions have the 
largest number of participants in SKTs with respectively 1 500 
and 950 participants in December 2011, but they only represent 
less than 2% of the agricultural entities in these regions. Low 
participation is a crucial issue in these two regions, considering 
the fact that they have a different model of agriculture with a 
large number of agribusiness entities (significantly more than 50 
000, excluding households), including mostly SMEs and farms, 
which are the main target of credit co-operatives’ systems (ACC, 
2011b; Agency of Statistics, 2011). 

Currently, there is a significant number of SKTs in poor 
financial health, with close to 100 SKTs classified as “unstable” 
and 15 classified as in “critical” financial condition. 

Figure 2.5  Breakdown of SKTs by financial health 

 

Source: OECD analysis based on data provided by KazAgro in OECD (2011a), “Survey of banking 
sector on agribusiness activities in Kazakhstan”, internal working document, Private Sector 
Development Division, OECD, Paris. 

The eligibility criteria of SKTs to benefit from ACC support 
have been strictly defined by ACC. In 2011, to receive support 
from ACC, a co-operative must have at least 20 producer 
members, who have managed their farms for at least three years 
running and have no debts due; and the co-operative’s initial 
equity should be at least KZT 3 million, with a minimum 
individual share of KZT 88,000. Under these conditions, ACC 
starts by adding 35% of the initial equity and providing technical 
assistance for administration and management, and can also 
lend money to co-operatives at competitive interest rates in order 
to set them up, but not to cover ongoing operational costs. 
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The financial difficulties and low reach of SKTs partly come 
from an overly centralized review of loan applications conducted 
by ACC central office, with limited training and methodological 
support to SKT managers and members. Considering these 
issues, ACC has developed a new model of SKTs to improve the 
decentralisation of loans, enhance the training, methodology and 
advice given to SKTs, and to increase the control and rating of 
SKTs by ACC (ACC, 2011b). 

In addition to the ongoing review of the SKT model by ACC, 
the ministry could spread local and microfinance by further 
supporting SKTs to expand their membership, improve their 
financial management, and to develop partnerships with banks, 
so that the amount and reach of loans received by SKT members 
is increased. 

The improvement of KazAgro corporate governance and 
transparency could enhance the use of public lending 

The improvement of the corporate governance and 
transparency of KazAgro could enhance the use of public credit, 
and help refocus its credit programmes on niche financing in 
agriculture, especially SMEs. It could also make the competitive 
environment and allocation of resources more transparent for 
privately-owned banks and provide a market signal to avoid 
crowing out of commercial banks from the agribusiness sector. 

KazAgro holding includes objectives linked to corporate 
governance in its mission statement and activities: its mission is 
the “implementation of the state policy on the development of the 
agro-industrial complex based on the principles of efficiency, 
transparency and effective corporate governance.” (KazAgro, 
2012).  

KazAgro (2012) indicates that it has initiated the improvement 
of the corporate governance of the holding company and of the 
subsidiary companies since 2007, and has established, among 
other things, internal audit services, the appointment of 
independent directors, a code of corporate governance, and 
regulations on remuneration and compensation of the members 
of the holding company’s board of directors.  
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To enhance further its corporate governance, KazAgro could 
examine several dimensions, including but not limited to the 
structure of ownership oversight arrangements for KazAgro, the 
role of the ministry of agriculture in deciding and setting 
KazAgro’s objectives and in decision-making, the composition 
and functioning of the KazAgro board, the process of 
appointment, hiring and firing of KazAgro board members and 
management, the governance between KazAgro holding and its 
subsidiaries, the composition and functioning of KazAgro 
subsidiaries’ boards, the internal and external audit procedures, 
and the reporting and disclosure of information. 
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Chapter 3  

Policy recommendations to improve access to 
finance for Agribusiness 

This chapter develops policy recommendations on the three policy options for 
enhancing access to finance: the creation of a credit guarantee scheme dedicated to 
agribusiness, the development of credit co-operatives in agribusiness and the 
improvement of KazAgro’s corporate management and transparency. It examines each 
policy option, suggests a step-by-step approach and proposes concrete actions to 
implement in Kazakhstan, based on OECD experience and analysis. 

Agribusiness companies in Kazakhstan face four main 
barriers to access to finance: asymmetric information, high 
transaction costs, agribusiness risks, and KazAgro’s credit 
market dominance. To address these barriers, the following policy 
recommendations are drawn from the three policy options on 
access to finance suggested for the whole of government in 
Kazakhstan. This chapter will develop policy recommendations 
on each of the three policy options. It will provide 
recommendations first on the improvement of credit guarantee 
scheme and other state policies, second on the strengthening of 
SKTs, and third on the improvement of KazAgro’s corporate 
management and transparency. 

Improving access to finance requires a competitive, open, 
decentralised and private sector-led credit market. It also 
requires a performing CGS in the sector, credit co-operatives, 
more efficient public lending and a competitive market for bank 
finance with transparent and non-distorting SOE intervention. 
Achieving this long-term goal requires significant changes to the 
current structure over a long period of time. This report 
recommends starting first with actions between now and 2014 to 
address the most urgent and prominent barriers to access to 
finance and move from the current situation to “good performer” 
(see Figure 3.1): 
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1. Implement a revised credit guarantee scheme and 
improve selected ministries’ policies: develop the credit 
guarantee scheme for agribusiness SMEs, implement 
further accounting standards, and develop information 
infrastructure. 

2. Strengthen rural credit co-operatives (SKTs): enforce the 
revised model for SKTs, expand SKTs’ membership and 
develop the services provided by SKTs. 

3. Improve KazAgro’s corporate governance and 
transparency: launch of a study on corporate governance 
and transparency and implementation of the action plan. 

Figure 3.1  An approach to improve access to finance for agribusiness 

 

Source: OECD analysis. 
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guarantee scheme is a major instrument to mitigate risks and 
increase the commercial activities of banks. Two additional 
instruments, strong accounting standards and the development 
of credit and collateral information systems, are also 
complementary tools to address these issues as they enhance the 
information and transparency on borrowers’ creditworthiness. 

The further development of a CGS is instrumental to 
increasing commercial loans for SMEs 

The revision of the CGS model in Kazakhstan would enable 
banks to share the risk of providing credit to agribusiness 
companies with the state, including in cases of lack of collateral. 
It would progressively increase the involvement of commercial 
banks in lending and raise their knowledge, skills and confidence 
in agribusiness SMEs. 

The OECD recommends six steps for the revision of the 
Kazakhstan’s agribusiness CGS 

An OECD report (2012b) defined six steps which could be 
followed by the state to set up, launch and operate a CGS. 
Consulting international CGS managers, banks and funds with 
similar activities to DAMU’s seems useful to lay the groundwork 
for these steps and benefit from their experience. 

Figure 3.2  Six key elements in the design and management of a CGS 

 

Source: OECD (2012b), Implementing Credit Guarantee Schemes in Ukraine: the Case of 
Agribusiness, forthcoming, OECD, Paris. 
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1. Defining the mission 

Kazakhstan’s agribusiness CGS should target agribusiness 
SMEs and private farms. The CGS could be self-sufficient in the 
long term with an increasing participation of the private sector. 

The fund could be considered as a non-profit organisation. 
The Fund could be a publicly operated national fund financed by 
the state but independently managed with the private sector to 
foster efficiency, confidence and participation of banks, which is 
the choice made in most emerging markets (Beck et al., 2010). 

The Ministry of Agriculture suggests leveraging the SPK and 
KazAgroGarant networks as the basis for CGS offices. It implies 
having clearly identified and separated internal missions. 
Guarantors’ management of CGS activities should be 
independent from the ministry to foster confidence and 
involvement from banks and beneficiaries of the fund. 
Considering KazAgro involvement in the fund, KazAgro could be 
considered in the same way as any other private sector bank and 
not represent or overrule them in decision making. 

CGS activities could include training for the employees of 
banks participating to the CGS. They would help to develop the 
capacity of farmers to fill out loan and guarantee applications, 
understand procedures and conditions and increase their 
awareness about repayments and risks. These activities could 
take place in banks’ offices or in CGS offices. 

2. Funding 

The total funding needs and the amount of public funding 
could be discussed with banks and KazAgro, which might also 
provide funding. Banks involved could be local as well as foreign 
banks operating in Kazakhstan. Not all banks are likely to be 
interested in participating, but starting with three to five banks 
with regional networks would offer a reasonable starting point. 
Detailed organisation of the CGS, the amount of guarantees and 
guarantee conditions should be agreed and adjusted with partner 
banks. 
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Negotiations should be started with banks to involve them in 
the CGS structure and agree with them on the structure of the 
fund, the eligible projects, the maximum loan size and the level of 
guarantees. Loan size below EUR 1 m seems appropriate 
considering OECD experience. 

The roles and responsibilities of the CGS and of banks should 
be agreed upon. The ministry should have a major role in funding 
and recovery while the credit assessment should be conducted by 
the private sector. The management of funds could be shared 
between the ministry, KazAgro, agribusiness SMEs and banks. 
Regarding internal functioning, SMEs could submit their 
application for loans to banks, including their collateral (whether 
important, small or non-existent). Banks would determine the 
interest rate and process the loan application following their 
internal processes. If the bank does not need additional 
guarantees, the bank would grant the loan without referring to 
the CGS. But where additional collateral is required the loan 
application would then be submitted to the CGS staff for review 
and approval of a guarantee. The CGS could commit to a 
maximum period to review the application e.g. within 5 days. 
When the guarantee has granted by the CGS and the loan has 
been extended, the lender should report to the CGS on the 
progress of repayments of the borrower.  

3. Setting targets 

The CGS should target agribusiness SMEs and farms as 
priorities. Loans on fixed assets or working capital should be 
guaranteed as the improvement of agricultural productivity 
requires the enhancement of machinery and farm infrastructures 
(fixed assets). Restrictions could be implemented on the number 
of employees (for example, below 250 employees), the legal status 
(registered SMEs and farms), the turnover and the sector 
(agribusiness) of the beneficiaries. 

A high leverage ratio should be one of the objectives of the 
CGS. The leverage ratio is defined as the total outstanding loans 
guaranteed divided by the size of the guarantee fund. The 
leverage ratio of the CGS should reach between five and ten times 
the CGS guarantee fund, and be kept under control to avoid 
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excessively risky positions being taken and to minimise default 
rates. 

4. Pricing the cost 

The CGS should apply a fee for guarantees covering 
administrative costs. The fee could be paid by the borrower or, at 
setup, banks could pay this fee instead to raise the interest of 
farmers in the CGS. International experience suggests that the 
guarantee fee should be set at between 1% and 3% per year of 
the guarantee (Figure 3.3). This is aligned with the ministry’s 
proposal to pay a fee of 3% of the loan amount to the guarantor, 
provided the guarantor does not charge more than 3% to the 
farmer. 

Figure 3.3  Comparative standardised fees charged by CGS in OECD and 
non-OECD countries 

 

Source: Saadani, Y. et al., (2010), A Review of Credit Guarantee Schemes in the Middle East and North 
Africa Region. World Bank, Washington D.C. 
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Effective risk management requires a robust screening 
process from banks and from the CGS. All types of collateral 
should be considered. CGS staff should be trained accordingly by 
CGS experts, especially on recovery procedures to favour 
rescheduling of payments over immediate legal action. Hiring 
former bank employees is an option to develop screening and 
recovery competencies. The risk management policy should keep 
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default rates below 3% and might be revised depending on the 
success of the fund. 

International experience also suggests that the coverage ratio 
of the guarantee by the CGS is set at 60% of the loan value, in 
line with several OECD examples in the agricultural sector. This 
coverage ratio should be agreed with banks, but should be less 
than full coverage in order that the banks share part of the risk. 
The guarantee could cover the loan and interest payments. 

6. Managing the scheme 

The Ministry of Agriculture could bring its credibility to the 
CGS by establishing the scheme, guaranteeing its framework and 
enforcing contracts. The CGS could be supervised by governing 
boards with participating stakeholders: CGS staff, the ministry of 
Agriculture, KazAgro and banks. Co-operation between these 
players will ensure the CGS benefits from the experience and 
competencies of banks and from the knowledge of the local 
business context for SMEs. Daily management of the CGS could 
be performed by CGS staff with no operational interference. 

The CGS could benefit from the regional network of an 
existing financial institution or agency to be close to the 
beneficiaries of the funds and to banks. The regional offices 
should be empowered to make decisions on local loans. SPK 
managers could develop close relationships with local bank 
managers. The network could be co-ordinated by a central office 
which is also the lender of last resort and can validate decisions 
above a threshold. The internal organisation of this agency 
should be carefully examined to ensure the success of this 
functioning and of its independence. 

Communication could be conducted both by the CGS and by 
banks to agribusiness SMEs and farmers. Participating banks 
should be mentioned in the communication from the CGS. 
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Box 2.  The French CGS OSEO: strong decentralisation and regional network 

OSEO is the French public credit guarantee scheme which technically and 
financially supports French SMEs in all sectors. Its activities cover guarantees as well 
as innovation support and financing. In 2010, OSEO provided 80 000 guarantees for a 
total amount of EUR 6.2 billion. 

OSEO is a public-sector holding company which is independently managed by the 
private sector. OSEO is highly decentralised and leverages its network of 25 regional 
offices and 37 contact points to reach all SMEs. 

Key success factors for OSEO are its streamlined workflow to ensure fast appraisal 
(in fewer than five days), (ii) the strong partnership between OSEO branch managers 
and agents and banks’ credit managers and (iii) its efficient risk appraisal thanks to the 
experience and skills of its staff. 

Source : Leloir J-L. (2010), Guarantee Schemes for SMEs, Presentation of OSEO Group, OSEO, Paris. 

The implementation of SMEs’ accounting standards will 
increase their transparency for banks 

Kazakhstan Accounting Standards (KAS) has established a 
three-tier system of reporting: micro-firms apply simple tax-based 
rules, SMEs apply national accounting standards, and larger 
companies and public interest entities, including banks, are 
obliged to use the International Financial Reporting Standards 
(International Finance Corporation and KfW Bankengruppe, 
2009). Accounting standards for SMEs have been strengthened to 
be based on IFRS and local standards. These standards for 
agribusiness SMEs could be further implemented. Enforcement 
in practice will require regular monitoring from accounting 
agencies, wide dissemination of the updated accounting code 
and, as a last resort, sufficient penalties for non-compliance.  

The government has launched a campaign to implement 
further accounting standards for agribusiness SMEs. The 
campaign consists of organising workshops with farmers and 
involving experts in KazAgroInnovations’ and KazAgroMarketing’s 
centres, and preparing and disseminating a guidebook for 
agribusiness SMEs. These sessions also enable 
KazAgroInnovations to conduct training activities to increase 
farmers’ financial literacy (Ministry of Agriculture, 2012a). 
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The creation of information infrastructure will further 
improve banks’ confidence in agribusinesses 

Financial institutions and investors have poor information on 
agribusiness companies’ financial situation and creditworthiness, 
which deter them from investing considering the high risk of 
default. Kazakhstan has two private credit bureaus covering 71 
644 firms but does not have any public credit register (World 
Bank, 2012). The development of information and statistical 
infrastructure is expected to reduce risk for financial institutions 
and investors by providing them with access to information on 
agribusiness companies such as general information, financial 
profiles and credit histories. 

General information on agribusiness companies should be 
gathered and be made available for investors, the government 
and businesses. The ministry could be in charge of collecting the 
information and developing a database with the support of 
farmers’ associations. It could build on the example of the retail 
sector database which is being implemented by KazNex Invest. 
The creation of a National Credit Institution and Collateral 
Registry could also provide credit history information. 

Education and training will reduce transaction costs by 
facilitating the use of information technology by SMEs for 
communication, information and financial management 
purposes. The government could support the implementation and 
provision of these services with the help of KazAgroMarketing (IT 
and information) and KazAgroInnovations (education and 
training) towards all agribusiness companies, of ACC towards 
SKTs, and of the Center for Assistance to Microcredit 
Organizations (CAMCO) towards micro-borrowers. 

Strengthening and expanding the rural credit co-
operative (SKT) model could increase rural finance 

The Ministry of Agriculture could build a viable and strong 
SKT model to enhance credit services, help overcome information 
asymmetries in rural areas and reduce transaction costs. Credit 
co-operatives in OECD countries promote autonomy of 
management of their members and allow pooling of savings 
deposits from agribusiness firms, which can then be loaned out 
to rural farmers and agribusiness SMEs. SKTs could be managed 
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by their members with limited to no state operational 
interference. The state could set and regulate the rules and 
framework to foster SKTs’ attractiveness and farmers’ confidence, 
and to limit potential abuses.  

So far, the development of credit co-operatives has been 
supported by ACC, including at regional level. After a decrease in 
2007 and 2008, ACC’s support has been revitalised since 2009. A 
significant proportion of existing SKTs are in weak financial 
condition, and suffer from non-viable frameworks and 
methodologies and poor economic management. SKTs still have a 
low membership with almost no individual farmers and very few 
SMEs. The process of loan application and review is too 
centralized at ACC. To be successful, SKTs should rather be 
created by their members and gather numerous farmers, 
including small farmers. They should be community-based (i.e. 
autonomously run by local communities) with a deep local 
knowledge of people and context, strong social links and personal 
funds pooled to provide credit. The human factor is key in the 
development of SKTs, as successful credit co-operatives are 
mostly founded by farmers who have the capacity to gather other 
farmers behind a project and to drive its implementation and 
expansion. Education, training and campaigning allow these 
personalities to emerge and to improve their awareness and 
skills. 

To build a viable rural credit co-operative system, this report 
recommends that the ministry of Agriculture strengthen the SKT 
model, expand SKT membership and develop the services 
provided by SKTs. Government’s role should be to organise and 
finance the establishment and expansion of the SKT during the 
first few years through ACC, rather than to control and subsidize 
SKTs’ operations. This period should progressively enable SKTs 
to develop their autonomy in financing and management towards 
full sustainability with external audits and consultancy. ACC 
would then play the role of credit co-operative supervision 
agency. Involvement and partnership with a similar country 
having experience in developing a credit co-operative system is 
recommended, as in the example of Russia (Box 3). 
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Box 3. Rural credit co-operative (RCC) development in Russia 

RCCs in Russia have developed in response to the lack of access to finance in rural 
areas due to the low presence of commercial banks and of state agencies. RCCs’ 
numbers increased from 42 in 1998 to more than 1 700 in 2007 with 136 000 
members. 

RCCs financed loans totalling $150.3 million in 2008 with a very high repayment 
rate. They offer savings services and loans to all farmers but also to non-agricultural 
SMEs. 

RCC development was based on local initiatives gathered into a Union for RCCs 
(URCC) and supported by a Rural Credit Co-operative Development Fund (RCCDF), 
which was funded by the United States Development Agency in 1997. USDA provided 
initial support, methodology, advocacy, financing and refinancing. 

The national URCC was created with the support of RCCDF and is financed by 
member RCCs. It also plays the roles of advocacy, communication, re-financing, 
education and training with the Training and Advisory Centre. A regional level has been 
set up (second-tier co-operatives) and provides advocacy services, training and support 
on liquidity. 

However, RCCs suffer from a lack of supervision by the state and from a lack of 
relations with commercial banks, which would further scale up financing. 

Source : Boussotrot Sylvie K (2005), Microfinance in Russia, Broadening Access to Finance for Micro and 
Small Farmers, World Bank Working Paper no 67, 2005, Washington D.C. 

Strengthening the SKT model is a prerequisite to the 
expansion of SKTs in Kazakhstan 

This action requires strengthening all 161 existing SKTs and 
promoting autonomy to pave the way for an expansion of 
members. It consists of four actions: enhancing the legal 
framework of SKTs towards more autonomy; turning around 
unprofitable SKTs; preparing advisory and information resources 
for dissemination; and defining SKTs’ governance at national and 
regional levels. 

SKTs need a clear methodology and a clear legal framework, 
and this means revising the legal status to move SKTs from 
public to private ownership and management, determining the 
organisational principles surrounding SKTs, strengthening SKTs 
capacities to take in deposits and issue loans, and outlining the 
scope of activities SKTs are able to engage in. The Law on Credit 
Partnerships establishes that credit co-operatives can already 
provide loans for three main purposes: replenishment of working 
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capital; purchases of replacement animals; and purchases of new 
machinery and pedigree cattle bloodstock (FAO, 2010). Credit co-
operatives are now permitted to take and receive deposits on 
behalf of their members but have insufficiently developed this 
activity.  

Internal decision making and activities should be left to the 
co-operatives’ discretion by establishing an organisational charter 
with functioning principles, bodies and roles and responsibilities. 
SKTs’ members could manage boards and make decisions on 
loan applications, with ACC participating as an observer or a 
minority stakeholder, and not centralising loan applications and 
decision-making. Interest rates payable and collateral 
requirements could vary depending on the amount of the loan 
and on the farmer’s situation, and should remain at the SKT’s 
discretion. 

Financial support will be required to bring SKTs up to a 
sustainable financial condition. The SKTs in unstable and critical 
conditions will need to be assessed individually and either 
improved or liquidated and replaced by new ones under a viable 
framework and management. The ministry could lead this 
process through ACC which requires substantial public 
investment to bring most current SKTs up to a healthy financial 
condition. Experience in the Netherlands demonstrates the high 
impact of avoiding systematic government bail-outs of poorly-
performing SKTs on the overall improvement of SKTs’ practices. 

Empowering the private sector and rural communities to 
establish, run and join SKTs is important to expand the 
membership of SKTs and the number of SKTs. To do so, a broad 
range of information resources and training sessions should be 
rolled out by the ministry and ACC on SKTs. 

 SKT methodology could be adjusted and documented for SKT 
members. Information resources include materials on how to 
establish and manage an SKT; introduction to basic finance, 
financial planning and instruments, accounting, cash flow 
management and loan applications. These materials could be 
based on ACC knowledge, on existing SKTs’ best practices and on 
foreign experts’ experience. 
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The plan for disseminating resources and performing training 
sessions would be mostly implemented at national and regional 
level based on existing state structures. The Ministry of 
Agriculture needs to prepare materials, organise sessions and 
facilitate seminars with the support of ACC and 
KazAgroInnovations. Direct support should be provided by 
experts to help SKT managers to prepare their business plan, 
cash flow statement and funding requirements. ACC experts are 
expected to provide support and advice and not take part in 
decisions. 

The expansion of SKT membership will enable more 
agribusiness SMEs to have access to credit 

Membership of SKTs must expand to include a greater 
proportion of agribusiness firms and rural farmers. In particular, 
including a greater share of rural farmers and SMEs in the SKTs 
will be a necessary step to improve access to finance for these 
organisations in the future. Regions with both high agricultural 
outputs and numerous agricultural entities need to have even 
more SKTs and larger memberships, like the South Kazakhstan 
and Almaty regions, which have over 50 000 entities each 
(agribusiness companies and farms, excluding households) 
compared to an average of fewer than 7 000 entities in the other 
regions. (Agency of Statistics, 2010) Achieving this will require a 
three-step approach: (i) simplifying membership requirements, (ii) 
developing a promotional campaign to raise awareness, and (iii) 
offering post-implementation support and handover to the private 
sector. 

The membership criteria of SKTs should be simplified to two 
criteria to make it easier for SMEs and rural farmers to join: first 
creditworthiness of the agribusiness company, and second its 
financial stability. The criteria should be assessed by the SKT’s 
members and decisions on membership made by them since they 
have better information on the borrowers who are their local 
peers. The ministry could set the target for SKT membership 
uptake, particularly for small farmers and SMEs. 

Once the membership criteria have been simplified, the 
ministry could design and roll out a promotional campaign to 
raise awareness among the agribusiness community. Promotional 
campaigns should be developed and implemented through major 
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media channels such as television, farming and trade 
associations, banks and farm equipment retailers, radio, and 
print media. At a regional and local level, it should be relayed by 
ACC regional centres and existing SKTs through events, 
awareness sessions and training. Appointing local champions 
would greatly facilitate dissemination and mobilization of 
farmers. 

The final step will be to phase out campaign efforts and 
ensure post-campaign support. Campaign efforts should last 
until the predetermined membership targets have been reached 
and should be scaled back after this period and handed over to 
SKTs in the long term. 

Figure 3.4  Number of SKTs compared to agricultural gross output by region 

 

Source: Agency of Statistics of the Republic of Kazakhstan (2011). Agriculture, forestry and fishery of 
Kazakhstan, Yearbooks 1999-2010, Astana; Agrarian Credit Corporation (2011), Presentation on the 
Analysis of current situation on SKTs and suggestions for Improvement, Agribusiness Working Group 
meeting, December 2011, Astana ; Agrarian Credit Corporation (2011), website accessed on 16 August 
2011, www.acc.gov.jo/english/. 

The services provided by SKTs can be developed to address 
information asymmetries 

Expanding the services provided by credit co-operatives will 
help strengthen the economic model of SKTs and will help the 
borrower gain more information and skills about loan financing. 
Services to expand include training and education, access to 
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auditing and advisory services, information and technology 
sharing and networking, and representation and advocacy. 

Practical training and education for farmers and SME 
managers will build the capability and overall competence in the 
sector. These include training sessions on how to finance 
investments, best practices in farm management, how to keep 
good accounts, and sessions on key trends, best practices and 
regulations in the agribusiness sector. KazAgro and the ministry 
should support SKTs to develop information sharing sessions and 
seminars to share knowledge, expertise, and best practices 
among SKTs.   

SKTs should then themselves become service providers or 
liaise with service providers to member farmers. They will have 
access to external auditing and consultancy services at their local 
level or at regional level. They could mobilize experts from other 
SKTs, the private sector or the state to deliver ad hoc 
interventions to farmers. These training and expertise activities 
could be financed by the state or, preferably, by large members, 
considering smaller farmers would not be able to pay the fees. 
Experts and farmers in SKT should provide support services to 
other SKTs members by advising them on their business plans 
and cash flow statements and by visiting their installations to 
provide technical support or ensure money is spent according to 
purpose. These activities should be supported by ACC branches 
and KazAgroInnovations’ extension centres. Representation at 
regional and national levels is a service that SKTs should embark 
on through SKT regional and national centres.  

Finally, SKTs should also provide access to technology to their 
members. They could invest at a regional or local level in IT 
infrastructure and services to facilitate exchange with suppliers, 
banks and clients as well as financial management. Information 
and training could also cover agricultural machinery and 
techniques. They could establish relationships with leasing 
companies to ensure access to better equipment at lower rates for 
SKT members.  
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Improving KazAgro corporate management and 
transparency could enhance the efficiency of public 
lending 

The improvement of the corporate governance and 
transparency of KazAgro could enhance the use of public credit, 
increasingly focus its credit programmes on credit market 
failures, including lending to the most credit-constrained 
segments, and make the competitive environment and allocation 
of resources more transparent for commercial banks. KazAgro 
developed lending activities to compensate for the low level of 
credit supply by banks during the financial crisis and still 
represented 60% of total loans in agribusiness in 2012. 

By improving its corporate governance and transparency, 
KazAgro should first enhance the use of its credit programmes 
and improve their efficiency. The improved governance would 
increase the capacity of the government and SOEs to target 
programmes to address government priorities, including the most 
credit-constrained segments. As a first step, the government 
could clarify the mandate and role of KazAgro and review its 
corporate governance in light of this mandate. In particular, the 
activities of several KazAgro subsidiaries have evolved 
significantly compared to their original mandates to include 
additional financing activities. For example, KazAgroFinance’s 
finance mandate originally covered leasing activities, but the 
company now delivers extensive credit financing (OECD, 
forthcoming). 

KazAgro provides niche finance to specific programmes but 
also attracts the soundest and largest agribusiness borrowers 
through subsidised credit, leaving less profitable and riskier 
borrowers to the private sector. By focusing only on specific 
programmes, KazAgro could improve the access to finance of the 
most credit-constrained agribusiness companies and leave 
market opportunities to commercial banks. Attracting KazAgro’s 
best clients based on competitive market rates would in turn 
enable banks to be more profitable. 

Corporate governance and transparency within KazAgro could 
be improved by adopting private-sector management practices, by 
increasing boards’ autonomy and accountability, by enhancing 
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transparency, by more closely monitoring financial performance, 
and by frequently and accurately reporting to stakeholders. 
Reducing the links between political and financial institutions 
would also enhance the level playing field on access to finance 
and improve the allocation of funds. 

OECD and non-OECD countries like Malaysia have launched 
such programmes to improve their SOEs’ corporate governance 
and transparency. 
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Box 4. Malaysian SOEs’ corporate governance transformation programme 

State-Owned Enterprises (SOEs) in Malaysia are significant economic players 
which represented amost15% of GDP and 32% of market capitalisation in 2011. The 
government launched a wide transformation programme of its SOEs in 2004 to support 
high-performing government-linked companies (GLCs) and contribute to the economic 
modernisation of the country. The programme targets a wide array of SOEs, including 
banks like Malayan Banking Berhad, the agricultural company TH Plantations Berhad 
and infrastructure companies like Malaysia Airports.   

The Putrajaya Committee GLC High Performance gathers representatives from 
ministries and from SOEs and is in charge of monitoring the programme based on 10 
initiatives and guideline books in major areas of SOEs’ corporate governance and 
performance. These initiatives include but are not limited to:  

1. Enhancing board effectiveness with the production of a Green Book on 
(i) ensuring effective board operations and interactions and (ii) fulfilling 
the board’s fundamental roles and responsibilities, including an increase 
in the number of independent directors; 

2. Strengthening directors’ capabilities through the creation of a 
Directors’ Academy, and the release of an Orange Book, Strengthening 
Leadership Development; 

3. Intensifying performance management through the focus on a limited 
number of KPIs (five to eight) to be monitored by GLCs, the development 
of performance contracts between the state and the GLCs, and the 
conduct of regular business performance reviews; 

4. Improving the regulatory environment with the production of a White 
Book that encourages best-practice engagement amongst GLCs, 
policymakers, regulators and other key stakeholders. 

GLCs have recorded significant results since the launch of the programme: their 
market capitalisation and aggregate earnings have doubled since 2004, and they have 
moved from economic losses to profit in 2010 despite the 2008-2009 global financial 
crisis. The programme is expected to continue until 2015, so that several GLCs can 
become regional players and even leaders.  

Sources : OECD (2005), “OECD Guidelines on Corporate Governance of State-Owned Enterprises”, OECD 
Publishing; OECD (2010), Policy Brief on Corporate Governance of State-Owned Enterprises in Asia, 2010; 
Putrajaya Committee GLC High Performance (2007), landscape – Catalysing GLC Transformation to 
advance Malaysia’s Development, 2007 Asian Roundtable on Corporate Governance, Cebu, Philippines, 18-
20 April 2007; Putrajaya Committee GLC High Performance (2011), GLC Transformation programme, 
Progress Review 2011, April 2011. 
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Improved KazAgro corporate governance and transparency 
could ensure better resource allocation 

KazAgro’s companies could improve their corporate 
governance and transparency, starting with a launch of a study 
on this topic. KazAgroHolding could promote responsibility and 
autonomy in the governance of KazAgro companies, strengthen 
financial disciplines, review its funding model, and re-consider its 
investment policy. 

A thorough review of KazAgro’s corporate governance and 
internal structure could be performed to increase financial and 
operational efficiency in delivering the mandate assigned by the 
ministry and ensure the companies are autonomous. At present, 
each KazAgro company serves a discrete segment of the 
agrifinance market. Reforming KazAgro’s governance could 
pursue four objectives: (i) clarifying the objectives of KazAgro with 
a focus on addressing credit market failures, in particular 
improving the access to finance of agribusiness SMEs, (ii) 
reinforce the ownership function within the state administration, 
(iii) improve transparency of objectives and performance, and (iv) 
strengthen and empower boards. 

This diagnosis includes reviewing the legislative environment 
and governance to ensure companies have autonomy to set 
strategy, allocate resources, and manage their organisation and 
objectives with limited operational interference from the ministry 
and KazAgro Holding. This increase in autonomy could be 
reflected in the relations between KazAgro Holding and 
subsidiary companies and between KazAgro and the government. 
The ministry could clarify its expectations and roles towards 
KazAgro, and set and monitor objectives and financial 
performance in line with the OECD Guidelines on Corporate 
Governance of State-Owned Enterprises (2005). It includes but is 
not limited to: 

 clarifying the relations between the ministry and KazAgro 
and between KazAgro Holding and its subsidiaries through 
objective-setting, decision-making processes and 
formalised relationships; 

 empowering boards to make operational decisions; 
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 reviewing board composition through a clear appointment 
process;  

 preparing quarterly financial and operational reporting 
against objectives;  

 strengthening internal audit and independent external 
audit;  

 complying with high quality standards for accounting 
practices;  

 and disclosing information on a par with that provided by 
listed companies. 

Improving monitoring and strengthening financial 
management could be achieved by organising regular financial 
reporting and strengthening audit, as well as by hiring managers 
with private-sector experience to run KazAgro companies and 
participate on the board. The transparency and efficiency of the 
selection process of staff and board members would be enhanced.  

As these companies are mostly funded by the state, the 
funding model could be reviewed and amended to incentivise 
more efficient investment behaviour from companies. Figure 3.5 
presents a breakdown of KazAgro companies’ budgets by funding 
source. Changes to the funding structure of KazAgro companies 
could be a useful way to improve the behaviour and efficiency of 
investment. These changes could be directed at companies 
involved in lending activities, which includes FCC, 
KazAgroFinance, KazAgroProduct and Funds for Financial 
Support of Agriculture. These companies are heavily dependent 
on government funding and receive a significant amount of their 
budget from the ministry. So to increase autonomy, changes to 
the funding structure will be required. In particular, the ministry 
could seek to limit funding available for companies to assist only 
where there are specific market distortions and gaps in financing, 
especially to SMEs and in rural areas, and provide assistance so 
that the companies can build improved capabilities to borrow 
from the KASE and from international markets.  
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Figure 3.5  A breakdown of KazAgro budget by funding source, 4-year average to 
2010 

 

Source: OECD analysis based on data provided by KazAgro in OECD (2011a), “Survey of banking 
sector on agribusiness activities in Kazakhstan”, internal working document, Private Sector 
Development Division, OECD, Paris. 

Furthermore, there needs to be re-orientation and greater 
flexibility in the investment guidelines for KazAgro companies. 
KazAgro could partly re-orientate its policy investment towards 
long-term niche investments and SMEs with the implementation 
of a restriction on how much should be invested in agribusiness 
SMEs (for example, 30% of the portfolio invested in agribusiness 
SMEs, 70% elsewhere), which will provide greater access to 
finance for SMEs. It would also expand the market for 
commercial bank lending to large companies that were previously 
financed by KazAgro. In particular, KazAgroFinance could focus 
more on machine upgrades for SMEs as a priority by supporting 
leasing companies (e.g. by encouraging tax reductions for them) 
and helping SKTs and SMEs to access this technology, mobilizing 
experts and raising awareness about leasing through information 
campaigns and event promotion.  

KazAgro could launch a diagnosis of corporate management 
and efficiency by internal and external advisors and build an 
action plan before implementing actions on transparency and 
disclosure, board composition or financial management. Finally, 
KazAgro could lead efforts to communicate these guidelines to 
company boards and leaders, and provide information on the 
changes implemented. The improvement of KazAgro corporate 
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management could prepare a wider redefinition of the roles of 
KazAgro companies to focus their mandate on supervisory roles 
and on addressing credit market failures and niche credit 
segments. 

  



 

 81

 

Chapter 4  

The way forward 

The implementation phase of the recommendations described in 
this handbook on access to finance has been launched under the 
leadership of the Ministry of Agriculture and involving government 
agencies and the private sector, following a suggested timeline 
displayed below. This timeline was shared with the ministry and 
private and public stakeholders. 

An implementation plan has been defined to improve 
access to finance by 2014 

The Ministry of Agriculture has started the implementation of the 
three policy recommendations since 2012 according to the 
implementation plan which runs until 2014.  

The Ministry of Agriculture is strengthening its state policies on 
credit guarantee schemes and accounting standards. The revised 
model of CGSs for agribusiness SMEs is in the final design phase, 
before being progressively implemented across Kazakhstan. The new 
CGS leverages OECD good practices with the involvement of banks 
and the development of local branches. The new IFRS standards for 
SMEs are being implemented in the regions of Kazakhstan through 
training sessions and a “farmers ‘guidebook” is being disseminated 
by KazAgroInnovations centres’ network. 

The development of SKTs has been launched by strengthening 
the SKT model on autonomy, governance and financial 
sustainability. This work has been conducted by ACC. Once this is 
finalised, increasing the reach and membership of SKTs can become 
a priority, especially towards SMEs and small farmers. Information 
campaigns to explain and promote this framework are crucial in 
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rural areas. Expanding services delivered by SKT beyond credit 
activities is a third step to support the access to finance of 
agribusinesses, in particular with improved access to external audit 
and financial training activities. 

The Ministry of Agriculture and KazAgro will launch a study on 
the corporate management and efficiency of KazAgro. This study is 
expected to optimise the corporate management, structure and 
functioning of KazAgro Holding and its daughter companies. This 
study should lead to an action plan to be implemented within the 
coming year. 

Figure 4.1  Proposed sequencing of activities and implementation timeline 

 

Source: OECD analysis. 
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Moving forward, Kazakhstan could review the role of 
public lenders and attract more private lenders 

The activities and steps outlined above will improve the 
agrifinance market with increased competition, reduced government 
influence and a more decentralised access to finance in the sector 
through credit partnerships and increased bank finance with the 
CGSs.  

Further improvements to the agrifinance market will need 
additional actions, including the re-definition of the role of the public 
sector, and the development of incentives for agricultural investors. 
These mechanisms need to be assessed and further designed once 
Kazakhstan progressively implements the first series of mechanisms.  

The role of the public sector could evolve more towards 
supervision and regulation 

The first set of policy reforms could be complemented with a 
redefinition of the role of the public sector, and its progressive and 
partial divestment of lending activity with only residual and selected 
financial intervention in the market to finance the most-credit 
constrained segments like SMEs.  

The mandate of KazAgro Holding and its subsidiaries could be re-
examined compared to their initial mandate, such as the original 
focus on leasing by KazAgroFinance, which subsequently evolved 
towards more direct investment financing, and the expansion of ACC 
activities into financing investment beyond SMEs and credit co-
operatives. Their roles in the agrifinance market could be 
reconsidered and evolve more towards supervision and regulation 
with secondary and more selective financing activities. Governments 
of some OECD countries like Australia, France and the Netherlands 
have gradually focused on regulation, the supervision of banks and 
financial institutions, the development of public goods like financial 
education, the provision of incentives, and selected financing 
activities, and have delegated most agricultural financing to private 
lenders. In the Netherlands, the privately owned bank Rabobank 
accounts for most loans to agriculture (with 83% of bank loans to 
the sector) while the government focuses on the most credit-
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constrained segments like the provision of loan guarantees through 
the Agricultural Loan Guarantee Fund (OECD, 1987; Feng P., 1999; 
OECD, 2004; Pomfret R., 2011; Rabobank, 2011). 

One potential long-term option to be assessed would involve the 
delegation of financial activities conducted by KazAgro to privately 
owned players including through the progressive sale of some 
KazAgro companies. KazAgro could assess the opportunity to 
progressively reduce government influence as a lender on the credit 
market by selling several of its companies to domestic or foreign 
banks through IPOs or private placements. This would encourage 
investment by foreign and local banks, which could directly invest in 
KazAgro companies by buying stakes (OECD, 2011d). Alternatively, 
parts of KazAgro could be re-organised into a public commercial 
bank operating at competitive market rates.   

Private sector participation in agrifinance could be increased 
through the prioritisation and removal of regulatory barriers 

Once the role of KazAgro is reconsidered and evolves, removing 
the regulatory barriers could then encourage even more private 
banks to enter the market. This will help to increase the overall 
volume of lending available for agribusinesses, particularly for SMEs 
and rural farmers. Increasing private competition in the sector 
would require identifying legal and fiscal barriers to market entry, 
designing and implementing legislative changes and offering 
temporary positive incentives to private banks. 

To identify any outstanding regulatory barriers facing private 
banks, the Ministry of Agriculture and KazAgro could conduct a 
survey of privately owned banks in Kazakhstan, as well as holding 
roundtable sessions on this issue with survey participants. Involving 
foreign banks operating in Central Asia would give an external view 
on the most efficient incentives and attract potential new entrants. 
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