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Abstract. Kazakhstan now actively supports the development of entrepreneurship and conducts diversification of the economy. However, 

the recent crisis has changed the world market and business performance in the country has deteriorated significantly. The presented 

research studies the directions and reasons for the growth of costs. Based on a mass survey of entrepreneurs, the impact of production and 

transaction costs on the activities of businesses was assessed. Reducing administrative barriers should also reduce costs across the entire 

front line between government and business. However, in the process of decisions development on priority areas for reducing costs, 

evaluations of experts unite and lose coherence. Economic assessments turn into political ones, while the degree of consensus 

(concordance) of opinions is low. This limits the reliability of the final data and the possibility of their application. In this study, the 

consistency assessment was carried out using the concordance coefficient. 
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1. Introduction 

 

For a long time, cost management in Kazakhstan was seen as an internal issue of enterprises, and the state's task 

was to create favorable conditions for economic activities. The free market and competition stimulate the business 

to obtain higher profit rates and should become the basis for increasing production efficiency.  

The formation and development of Kazakhstan's business took place against the backdrop of an increase in 

commodity prices, which ensured the growth of the economy as a whole. Under such favorable conditions, 

Kazakhstani business was not focused on lean production, as well as state bureaucratic machine was not oriented 

to save state budget funds. 

 

As a result, Kazakhstani enterprises operate at low productivity and spend more financial and material resources 

than business in the advanced countries of the world.  The first wave of the crisis of 2007-2010 made the sanation 

of the most vulnerable places in the domestic economy, but a protracted recession did not ensured any significant 

increase in labor productivity and cost reduction (OECD 2017). The second wave of the crisis, which occurred in 

2015, showed that the possibilities for savings are exhausted. From the local reduction of administrative barriers, 

it is necessary to move on to systemic work to prevent their occurrence and frontal cost reduction, including both 

reducing the administrative burden, and optimizing the cost structure according to the advanced regulatory level 

(Akorda.kz,2017). 

 

In 2015, total expenses (excluding Corporate Income Tax) of businesses over 100 employees increased by 33% at 

once, while total expenses of small business grew up to 43% (CEO SURVEY 2016). The largest increase in the 

cost structure of large and medium-sized businesses occurred under the item "other expenses", which increased 

from 41.7% to 53.7% (+ 12%). In small business, “other expenses” reached 63.4% in 2015 with an increase of 

9.7% over 6 years. 

 

Other expenses consist of taxes, compulsory levies, rents, services of outside organizations (non-productive 

services), costs of bank loans, representation and hospitality, etc. Increasing “other expenses” reflects the 

strengthening of the administrative burden and deterioration of the institutional environment for doing business in 

Kazakhstan. 

 

It should be noted that there is no systematic macroeconomic accounting of costs in Kazakhstan's statistics, which 

also indicates insufficient attention paid to cost analysis. Lack of reliable and comparable statistics makes 

impossible to determine the dynamics of costs and monitor them (Tvaronavičienė, Nesterova, Kováčik, 2017). 

Benchmarking is an important factor in improving production efficiency, but in this case even comparison with 

Kazakhstan indicators is impossible, since the costs by sectors are not determined on an ongoing basis. 

 

In 2017, the authors participated in a large-scale national study, which examined various aspects of the 

development of Kazakhstani entrepreneurship and its costs. To assess the level of costs and analyze the current 

situation, combined research methods were applied, including and combining desk assessment, factor analysis, 

peer (expert) review, pilot study and others. 

 

  

2. Methodology 

 

Generally, business costs can be divided into production costs and transaction costs. Cost – monetized form of 

expenditure of different types of economic resources (raw materials, labor, fixed assets, services, financial 

resources), as well as related to the obligations and requirements of the state in the production and circulation of 

products and goods.  
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(In business, cost is usually a monetary valuation of (1) effort, (2) material, (3) resources, (4) time and utilities 

consumed, (5) risks incurred, and (6) opportunity forgone in production and delivery of a good or service. All 

expenses are costs, but not all costs (such as those incurred in acquisition of an income-generating asset) are 

expenses. 

       

Production costs - the costs related to the production of goods. In accounting and statistics they are reflected like 

prime cost (net cost). Include raw material costs, labor costs, etc. 

 

Administrative costs (term is often used as a synonym for Transaction costs) are costs that are not directly 

involved in the production of goods, but are indirect costs to fulfill obligations and requirements (established by 

government) related to the collection and retrieval of information, the conclusion of transactions, contracts, 

contracts, etc. (Paneyah, 2001). 

 

For purposes of this study of costs of the Kazakhstani businesses and their (costs) frontal decline (reduction), 

Standard Cost Model (SCM) is used, which allows to reduce the level state regulation as well as existing relations 

between business on one hand, and natural monopoly entities and the quasi-public sector on another hand. 

 

Two groups of respondents were surveyed: 

- Entrepreneurs (owners either top managers) who were asked to estimate the potential and real impact of costs; 

- Specialists in finance and/or accounting to assess the level of growth (decrease) in costs and determine their 

priority in terms of their impact on the business. 

 

The questionnaire for business owners and/or top managers is more evaluative, emotional in nature and is aimed 

to obtain not so much facts about the magnitude of costs, but more respondents' opinion on how these costs affect 

the efficiency (and sometimes the viability even) of business. The opinion of entrepreneurs reflects thus their 

intention to develop, manage or, on the contrary, close the business. 

 

Financiers/accountants are the category of respondents, who best of all (sometimes even better than owners) have 

information about the amount of payments, their frequency, etc. Therefore, the questionnaire for them is aimed to 

obtain information about the types and magnitude of costs. Researchers admitted that to fill in this questionnaire 

might be necessary to apply to the accounting and financial documents, that this may require the work of more 

than one person, etc. 

 

In both versions, the questionnaire contained open and closed questions The costs increasing was estimated a) as a 

percentage of increment; and b) depending on the Likert-type scale. The scale contained the following 

assessments: 

- costs have not changed, 

- rose up to 10%, 

- increased up to 10-20%, 

- increased up to 20-30%, 

- increased more than 30%, 

- I can not answer. 

 

Thus, using the two above questionnaires, the authors obtained two sets of data on the same types of costs. 

Comparison of these groups of data quite clearly and reasonably shows the influence of various costs on the daily 

life of business. This approach allows the most complete reflection of the real situation at businesses in different 

industries, different dimensions (large/medium/small) and stages of development. 
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The general number of businesses in Kazakhstan is 1.1 million (The Prime Minister of Kazakhstan, 2018) 

  

The sample with a confidence level of 97% and an acceptable sampling error of 2% is 2963 businesses.  

According to quotas, the sample included 2496 small and medium-sized enterprises and 281 large ones.  

Quotas by industry were determined taking into account the share of enterprises in GDP, since costs are part of 

the finite cost of the product. 

The actual sample obtained corresponds to the planned indicators and is completely representative. 

The survey was conducted in 2017, as a result of which 2777 entrepreneurs and 2769 accountants turned out to be 

suitable for further processing. 

 

The structure of business by industry in the manufacturing and service sectors is presented in Figures 1 and 2 

below. 

 

 

 

 

 
Figure 1. Sample structure by industry: Manufacturing sector 

Source: personal elaboration 
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Figure 2. Sample structure by industry: Services sector 

Source: personal elaboration 

 

 

As can be seen from the presented diagrams, the most significant share of respondents in the manufacturing sector 

falls on businesses engaged in agriculture (30%) and construction (19.8%). As for service sector, retail and 

wholesale trade prevail there (29.1% and 18%). 

 

A high proportion of "other" activities, both in production and in services, attract attention. In the author’s 

opinion, this fact reflects the specifics of the development of entrepreneurship, which chooses various forms and 

directions of activity in the conditions of the "catch-up development" economy. 

 

 

3. Analysis 

      

Production costs were assessed in terms of their influence on the overall performance of business, its 

competitiveness and profitability. Various items of production costs were considered by their strength of the 

impact and the risk of significant losses and even bankruptcy. It was assumed that if businesses massively begin 

to feel a strong burden of cost growth, this creates a threat to the entire state economy and requires systemic state 

intervention and cost-cutting efforts by the entire front line. 

      

The activity of any enterprise assume the consumption of raw materials, energy, payment of wages, social and 

pension insurance of employees, accrual of depreciation, as well as with a number of other necessary costs. All 

these costs are reimbursed through the sale of products (goods, services). These costs are production costs, or 

costs directly related to the production of goods or services. 

     

The authors assumed that a critical increase in costs is 25% - if this value is exceeded, negative changes begin for 

the economy as a whole. 
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Respondents' opinions are subjective, but if they in total exceed the threshold, they represent a statistically 

significant public opinion of the business community. 

 

The valuation was carried out for 18 items of production costs, in the context of industries and services. Also, the 

structure and dynamics of business costs of different size and stage of the life cycle were compared. 

The increase in production costs associated with the purchase of raw materials, components has a strong impact 

on the business of almost half of the respondents (47,4%), of which a very strong influence is felt by 13.5%, and 

critical - by 2.8%. Insignificant influence is felt for 22.6% of respondents. These costs do not affect each third 

entrepreneur. 

In accordance with the proposed approach, the authors singled out the share of organizations in which the costs 

increased by more than 25%. (Recall, such growth was defined as critical, capable of adversely affecting business 

activities) – Table 1. 

         
 

Table 1. The share of organizations with a growth in production costs of more than 25% 

№ Costs Manufacturing Sector Services Sector 

1 Raw materials 48 33 

2 Salary of production workers 31 23 

3 Salary of auxiliary workers 18 16 

4 Depreciation 37 20 

5 Auxiliary materials 22 14 

6 Social package for workers 15 11 

7 Fuel 50 27 

8 Transportation 38 22 

9 Electricity 39 35 

10 Heating 26 34 

11 Water/Sewage 25 23 

12 Trash 13 13 

13 Bank payments 34 27 

14 Communications 15 12 

15 Lease, renting 18 11 

16 Licenses 23 23 

17 Taxes 32 37 

18 Social payments 18 23 

         

Source: personal elaboration 

 

According to surveyed entrepreneurs, a significant problem for business development is primarily the growing 

prices for fuels, electricity, raw materials. A quarter to a half of the respondents both in manufacturing and 

services sectors named these costs as a serious obstacle in their current activities. 38% of the respondents in 

manufacturing businesses indicated high transportation costs. Businesses in the service sector noted an 

unfavorable level of taxes and payments, which, according to their assessment, is in the first place as a deterrent to 

the development of service entrepreneurship. Loans are also a common problem for industry and services (Figure 

2). 

 

 Transaction costs are costs that do not relate directly to the production of products, but are associated with 

collecting and searching for all the information necessary for the activity, concluding various transactions, and 

etc.(Giriūnienė, Giriūnas, 2017). Transaction costs are barriers to doing business and its development, so 

resolving problems associated with transaction costs and reducing these costs will create a favorable business 
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climate and good conditions for the development of the business environment (Ketokivi, Mahoney, 2017; 

Narkunienė, Ulbinaitė, 2018)     

     

The increase in such transaction costs, as the costs of property protection, does not affect business in the opinion 

of 54.8% of respondents. 28% of entrepreneurs believe that the influence is weak. 17.2% of respondents said 

about a more significant influence, while 3.8% only said they have a strong influence 

 

 

 
Figure 3.  The impact of transaction costs on business operations 

Source: personal elaboration 

 

 

 

 

Entrepreneurs consider raising the salaries of the main staff like significant costs. Obviously, the increase in pay 

and the transition to a full social package is not accompanied by increased productivity and increased labor 

motivation of employees.           

 

At the next stage of the analysis, the degree of influence of various cost items on the state of the business was 

ranked for each category of experts. Ranking the significance allowed to translate the statistical evaluation into a 

social one.  

 

Since the main task of the national research was to improve the situation in Kazakhstani business through the 

adoption of new laws and regulations, the choice of priorities has not only economic but also political 

significance. 
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Improving the institutional environment requires significant resources, concentrated in a number of areas, 

possibly at the expense of others. The coordination of interests of various stakeholders in lobbying legislative 

reforms should be based on the agreed opinion of the beneficiaries. It was very important to correctly determine 

the cost items that have a key effect on the growth (decrease) in costs. 

 

As a result of grouping, TOP-10 items of production costs and TOP-12 of the most significant items of transaction 

costs were singled out. Also, businesses were grouped according to belongings to the services sector or 

manufacturing sector. 

 

Since the survey was conducted on two categories of experts - property owners (managers) and specialists 

(accountants, economists, financiers) - the rankings of these two groups were additionally allocated. The results of 

ranking are presented in Table 2. 

 
Table 2. Ranking of costs by the degree of influence 

№ Costs Experts 

  Manufacturing Services 

Owners Specialists Owners Specialists 

 Production costs  

1 Raw materials 2 1 4 1 

2 Salary of production 

workers 

8 6 9 9 

3 Depreciation 5 5 10 10 

4 Fuel 1 9 5 8 

5 Transportation 4 2 8 7 

6 Electricity 3 4 2 6 

7 Heating 9 3 3 4 

8 Water/sewage 10 7 7 5 

9 Bank payments, Loans 6 8 6 2 

10 Taxes, other payments 7 10 1 3 

 Transaction costs 

1 Certification 4 7 12 8 

2 Fines 2 4 1 2 

3 Legal (court) costs 12 3 5 3 

4 Access to state 

procurements 

3 6 11 9 

5 Access to finance (loans) 1 5 4 5 

6 Bribes to officials 5 10 8 10 

7 Bribes to bank officers 6 11 9 11 

8 Bribes to employees of 

enterprises that are subjects 

of natural monopolies 

7 12 10 12 

9 Security costs 10 8 7 4 

10 Tax reporting 11 9 2 7 

11 Reporting to government 

agencies (non-tax) 

9 1 6 1 

12 Payments for permits* 8 2 3 6 

 

Source: Personal Elaboration 

 

                                                 
* Four types of payments are included here: 1 – government’s permits, 2 – natural monopolist’s permits, 3 – quasi state 

permits, 4 – inspections costs.  
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Expert opinions represent the cumulative assessment given by large number of respondents-representatives of 

Kazakh entrepreneurship and managerial specialists. They can be used to represent the interests of the whole 

national business and become the basis for making decisions on changing the legislation affecting the conditions 

of doing business in the whole country. In this regard, it is important to assess how consentaneous (concordant) 

the expert opinion is when combining the results of the questionnaire into the overall assessment. The task is of 

great applied value, since in practice, mass questioning and interviewing of various representatives of business are 

often used. According to author’s estimates, up to 50 national polls of entrepreneurs are conducted annually in 

Kazakhstan, as well as about 200 polls at the regional level. 

 

At the same time, an assessment of the consistency of opinions of different respondents is carried out for the first 

time in Kazakhstani science and practice. 

 

The results of the assessment will help public organizations to determine the relevance of the requirements of 

various business groups and organizations, and researchers of the business environment - more accurately conduct 

surveys and reduce the cost of processing them. The assessment of the concordance of experts' opinions can be 

made in various ways, the best known of which is the coefficient of concordance (Concordance Coefficient, 

2017). The authors used the following type of coefficient to calculate: 

 

 

                                                           
 

Where in     Li - the number of links (types of repeating elements) in the evaluations of the i-th 

expert, tl - the number of elements in the l-th bunch for the i-th expert (the number of repeating elements). 

 

 

This formula was used to calculate the general concordance of the opinions of experts in their ranking of influence 

of production costs on the overall results of doing business. It was assumed that the presentation of a single 

assessment of influence of production costs would make it possible to seek decisions that could improve the 

conduct of business by all subjects of the general population.    

    

When calculating the overall concordance of the ranked estimates of the impact of production cost items, the 

number of factors is n = 10, the number of experts is m = 4. The matrix of grades for assessing the concordance of 

experts is presented in Table 3. 
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Table 3. Matrix of the ranks of the concordance of all experts 

 

Factors Experts Amount of ranks d d2 

1 2 3 4 

x1 2 1 4 1 8 -14 196 

x2 8 6 9 9 32 10 100 

x3 5 5 10 10 30 8 64 

x4 1 9 5 8 23 1 1 

x5 4 2 8 7 21 -1 1 

x6 3 4 2 6 15 -7 49 

x7 9 3 3 4 19 -3 9 

x8 10 7 7 5 29 7 49 

x9 6 8 6 2 22 0 0 

x10 7 10 1 3 21 -1 1 

∑ 55 55 55 55 220  470 

 

Source: Personal Elaboration 

 

Where 

                                               
 

 

 
где S = 470, n = 10, m = 4                                                                         

 

 
 

W = 0.356 says about weak concordance of expert’s opinions. 

The applied value of the weak link indicator, determined by the concordance coefficient, means that in different 

types of business, production costs affect overall efficiency with varying impact. Logically, this can be explained 

by the fact that business processes in different industries are not comparable. There are different types of costs 

and ways to reduce production costs in each industry. 

 

To determine the nature of the differences, concordance coefficients for the opinions of entrepreneurs and 

specialists both in manufacturing and services sectors were calculated in the same way (Table 4).   
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Similarly, the coefficients for transaction costs were also calculated. The assessment was made on the basis of the 

cumulative opinion of experts. Comparison between entrepreneurs and specialist also was done.  

 

Table 4. Assessment of consistency of experts' opinions with the coefficient of concordance 

Concordance coefficient Experts 

All (4) Manufacturing sector (2) Services sector (2) 

Production costs 0.356 – weak 

concordance 

0.6 – medium concordance 0.818– high concordance 

Entrepreneurs (managers) in 

manufacturing and services 

 

0.564 -   medium concordance 

Specialists in manufacturing 

and services 

0.533 - medium concordance 

Transaction costs 0.435 - weak 

concordance 

0.472  -  weak concordance 0.815 -  high concordance 

Entrepreneurs (managers) in 

manufacturing and services 

0.409 - weak concordance 

Specialists in manufacturing 

and services 

0.91  - high concordance 

 

Source: Personal Elaboration 

 

The concordance coefficients demonstrate a low connection in the aggregate assessment (0.356) and high with a 

separate assessment of the opinions of manufacturing sector experts (0.6) as well as the service sector experts 

(0.818). It is obvious that production costs are formed to a greater extent under the specifics of production 

processes and are regulated by the cost management system within business. 

 

Transaction costs calculated for 12 cost items also demonstrate a weak concordance among experts in the whole 

amount. A high concordance is observed in the assessments of experts in the service sector. 

 

The authors believe that the business processes in the service sector are more similar than in the manufacturing 

sector. The nature of the service assumes a large share of personal labor. The Kazakhstani service sector is more 

dependent on rent, utility payments, taxes and credits. The change in the administrative burden on the service 

sector affects faster and with greater force. This is why concordance in services sector is much higher. 

 

Consistency of opinions on the assessment of transaction costs is higher than for production costs. In the context 

of a worsening of the market situation, the administrative burden, expressed in transaction costs, increases with 

respect to the reduced production and is felt by all businesses regardless of industry. 

 

 Conclusions     

   

For populist purposes, ranking is used often in determining of priority areas for protecting entrepreneurs’ rights. 

The data obtained are given an unconditional estimate, without specifying the degree of concordance of opinions. 

This leads to a decrease in the quality of decisions. 

 

Having considered the values of the concordance coefficients calculated to assess the consistency of the opinions 

of experts of various categories, a number of practical conclusions can be drawn.  
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When studying the factors that influence the development of the national business, a generalization of the 

assessments of experts is made without taking into account the consistency (concordance), which may actually be 

weak. 

 

Researches of production costs should be conducted separately by industry. The results of examining the opinions 

of experts in the service sector give more consistent and correct opinions. Estimates of representatives of the 

service sector are more homogeneous.     

 

Entrepreneurs and managers are less harmonized in their assessments, their conclusions are more political than 

objective. They reflect intentions, not an analysis of the situation. Experts rely on factual data, their attributive 

estimates are close to quantitative.   

        

Due to the specifics of the Kazakhstan market, a number of production costs have more transactional nature rather 

than productive. The cost of fuel, electricity and water is formed on a monopolistic basis from quasi-public 

suppliers (Atameken.kz, 2017).The absence of market competition turns these costs into transaction fees and leads 

to the primary need for government regulation. 

Based on the results of the analysis, 110 recommendations for reducing of costs were proposed, that require 

amendments to legislation. The number of proposed amendments to the legislative acts is 66, including:  

- into Codes – 37 

- into Laws - 29 

- into regulations – 19 

- into rules – 25 

The total amount of costs assumed to be reduced after legislation changes adoption – KZT580,6 billion (USD 1,8 

billion)  
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