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Abstract:  Small and medium-sized businesses (SMEs), which account for substantial shares of employment in Poland and Kazakhstan, have low survival rates in both countries.  No more than a third is still in business after four or five years of operation.  Surveys indicate that SMEs face administrative and legal barriers as well as psychological ones.  The Second Chance program of the European Union, meant to revive bankrupt firms, has not worked perfectly in Poland.  The authors support their conclusions with statistics about SME revenues, contributions to GDP, and demographics of bankruptcy.  
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1. 
Introduction

To become competitive, transition economies must cultivate entrepreneurs -- business people who carry out their own ideas.  This paper describes entrepreneurship in one of the most successful post-Soviet economies, Poland, and it draws lessons for Central Asia.  As a relatively small economy in the European Union, Poland is an example for members of the Eurasian Economic Union, including Kazakhstan, that wish to strengthen European ties.
SME entrepreneurs in Poland face administrative barriers, legal and mental.  To survive, they must generate wages at least five times higher than the national average.  Many struggle for existence and appeal for state aid. 
George Stigler, a pioneering analyst of economic regulation, theorized that studies of industries should use the survivor principle – i.e., that only the strongest companies can survive keen competition (Jasinski, 2008).  Second Chance (European Commission, 2011), a European Union (EU) program, helps bankrupt firms recover and grow stronger, despite controversial Polish regulations in law, bankruptcy and reorganization.
We will first describe the Polish sector of small and medium-sized firms, then turn to its problems.  The second half of our article compares the SME performance in Kazakhstan to that in Poland. Our main research methods are analysis of the international literature and of statistics.

2. Dominant role of the SME sector in Poland

EU guidelines classify firms according to size. Small and medium-sized enterprises consist of these categories:
· Micro (up to 9 employees, with annual income below 2 million euros)
· Small (10 to 49 employees, with annual income or total assets below 10 million euros)
· Medium-sized (50 to 249 employees, with annual income below 50 million euros or total assets below 43 million euros)
In 2012, of 517,704 companies that began operations, 517,277 (99.92%) were SMEs (Table 1).  They generate almost half of Poland’s gross domestic product (Figure 1).  Compared to SME sectors in other countries, Poland’s ranks in the midfield. The leader is Norway, where SMEs account for almost 60% of GDP (Figure 2).  In Kazakhstan, the SME share is remarkably small – less than a third.




	Year
	Micro
	Small
	Medium-sized

	
	Registered
	Established
	Liquidated
	Registered
	Established
	Liquidated
	Registered
	Established
	Liquidated

	2003
	3,410,233
	265,946
	148,202
	137,974
	7,569
	3,888
	28,329
	1,071
	978

	2004
	3,402,150
	223,863
	204,979
	141,499
	4,144
	3,723
	28,309
	484
	911

	2005
	3,436,841
	282,517
	228,171
	145,745
	6,144
	4,059
	28,343
	651
	665

	2006
	3,455,565
	311,732
	283,271
	147,393
	4,409
	3,742
	28,406
	448
	451

	2007
	3,502,303
	309,248
	253,100
	150,128
	4,317
	3,348
	28,462
	442
	490

	2008
	3,568,137
	334,812
	257,717
	154,833
	5,180
	5,166
	29,323
	526
	988

	2009
	3,548,354
	397,114
	377,920
	159,705
	5,240
	4,726
	29,730
	381
	612

	2010
	3,713,677
	459,270
	264,133
	161,550
	5,838
	3,963
	29,731
	494
	493

	2011
	3,674,970
	401,208
	412,995
	160,851
	6,153
	5,498
	29,340
	531
	734

	2012
	3,794,489
	498,336
	303,576
	146,489
	17,179
	6,527
	29,787
	1,762
	617



Table 1: Small and medium-sized enterprises in Poland, 2003-12.
Source:  Authors’ estimates based on PARP (2014).
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Figure 1: Shares of enterprise groups in GDP in Poland, 2004-12.
Authors’ estimates based on PARP (2014).
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Figure 2: The share of the SME sector in GDP in 24 countries, 2009.
Authors’ estimates based on PARP (2014).
 
Revenues are smaller for SMEs than for large enterprises in Poland.  But in 2012 the cumulative value of SMEs exceeded the income of the largest companies by almost 25% (Figure 3).
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Figure 3: Revenues (USD) of SMEs in Poland in 2003-12.
Authors’ estimates based on PARP (2014).

Among all firms, SMEs employ the largest number of workers in Poland. Micro firms in years 2003-2012 had more than three million employees (Figure 4).

[image: ]

Figure 4: Number of employees in each category of enterprises in Poland.
Source: Own studies based on PARP (2014).

SME wages are much lower than those for the largest enterprises although they are growing steadily (Figure 5). The worst-paid workers are in the smallest firms, while wages paid in medium-sized companies almost equal the average wage in Poland. 
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Figure 5: Average salary (USD) in companies in Poland, 2003-2010.
Authors’ estimates based on PARP (2014).

In 2011, in the wake of the global financial crisis of 2008-2009, more Polish businesses closed than opened, except for small businesses (Figure 6).  Only about 700 SMEs declared bankruptcy, a time-consuming and complicated court procedure that many closing firms preferred to bypass. More than a fifth of SMEs do not survive their first year, and each year this number increases (Table 2).  Most SMEs do not survive as long as three years.
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Figure 6: Business demography in Poland, 2011.
Authors’ estimates based on PARP (2013).



	Year established

	Companies registered 
(in thous.)
	The survival rate of the first year (in %)

	
The survival rate for the year (in %)

	
	
	
	2008
	2009
	2010
	2011

	2006
	241.6
	66.5
	55.2
	41.0
	36.2
	31.3

	2007
	273.6
	70.7
	
	54.1
	43.5
	37.1

	2008
	294.3
	76.4
	
	
	58.3
	46.8

	2009
	275.3
	77.0
	
	
	
	59.7

	2010
	286.2
	77.8
	
	
	
	



Table 2: SME survival rates in Poland.
Source: www.parp.gov.pl.

In sum, the SME sector is growing.  The number of SMEs registered is rising, as well as their revenue, share of GDP, and number of employees.

3. System barriers

SMEs face barriers in taxation, finance, exports, and recovery from bankruptcy (Masiukiewicz, 2012).  In 2010, entrepreneurial risks associated with the recent crisis were not seen as the most important (Table 3). Threats most often cited by entrepreneurs included high and poorly administered taxes, falling demand, and changing economic conditions.

	No.
	Type of threat (N = 1205)
	Answers (in %)

	1
2
3
4
5
6
7
8
9
10
	The tax system, high taxes
Few new customers
Market unpredictability
Unfair competition
Strong competition
Delayed payments by customers
Instable regulations
Difficulties in obtaining loans
Corruption during public procurements
Unqualified staff
	44.0
43.0
37.0
36.0
35.0
19.0
18.0
9.0
8.0
8.0



Table 3: The main threats to SMEs.
Source: Own studies based on: Orłowski et al. (2010, p. 37).

When surveyed about customer risks faced by entrepreneurs, most of them (59.3%) pointed to delayed or no payments for goods (59.3% and 56% respectively) and the risk of bankruptcy (53.3%) (Table 4).

	No.
	Types of risk from customers (N = 150)
	Answers 
(in %)

	1
2
3
4
5
6
7
8
9
10
	Failure to pay for goods
Lack of full payment
Threat of bankruptcy
Returns of unsold goods
De-registration or disappearance of contractors
Delayed payment
Delayed transport causing goods to deteriorate
Late deliveries, breaching contracts or increasing costs
Other risks
No answer
	59.3
56.0
53.3
45.3
49.3
47.3
48.0
1.3
0.7
2.0



Table 4: Risks from customers as seen by entrepreneurs.
Source: Survey by the Marketing Department of the School of Economics (2009).

Particularly dangerous was the sudden de-registration of the customer’s business and his disappearance (49.3% of responses).  Troubled companies can expect little support from the creditor bank or the tax office.  
To repair the company, the bank can (Masiukiewicz, 2011): 
· restructure debt, by amortizing interest or rescheduling payments in installments
· lend more
· consolidate loans
· participate in the supervisory board and the general meeting of shareholders
· advise restructuring
The Enterprise Europe Network and chambers of commerce (e.g., the Chamber of Small and Medium Enterprises in Warsaw) support consulting.  But Poland does not have a restructuring fund for companies in crisis.
In 2011, we studied bankruptcies for the Polish Agency for Enterprise Development, which annually commissions SME research. (Dec, 2013) Two thirds of the surveyed entrepreneurs said they needed counseling and financial support (Table 5).

	No.
	Type of support

	Definitely yes
(%)

	Probably yes (%)

	Probably not (%)
	Definitely not
(%)

	1
	Advisory support
	48.0
	38.0
	12.0
	2.0

	2
	Training support
	33.0
	40.0
	21.0
	5.0

	3
	Financial support
	29.0
	38.0
	24.0
	9.0

	4
	Psychological support
	14.0
	45.0
	40.0
	0.0



Table 5: Survey of bankrupt entrepreneurs about needed support
Source: Authors’ studies based on Pentor (2011)

Polish law provides only one way to repair bankrupt firms, and the supporting infrastructure is negligible.  In the TNS survey by Pentor (a leading Polish research agency) in 2011, respondents gave low marks to most proceedings (Table 6). 

	No.
	Type of proceedings
	Very well
(% )
	Fairly well (%)
	Neither good nor bad (%)
	Rather badly (%)

	Very poor (%)

	1
	Liquidation proceedings
	7.0
	51.0
	22.0
	17.0
	2.0

	2
	Arrangement with creditors
	2.0
	24.0
	27.0
	39.0
	7.0

	3
	Reorganization proceedings
	0.0
	10.0
	20.0
	22.0
	49.0



Table 6: The effectiveness of legal proceedings for bankruptcy and reorganization.
Source: Authors’ work based on Pentor (2011).

In Delphic research (Masiukiewicz and Nowak, 2012), experts said the Treasury should help pay for repairing enterprises but not in cases of mismanagement or deliberate bankruptcy. 
A separate issue is taxation of canceled debt. When a borrower has long been delinquent, the bank sometimes cancels part of the debt to help him recover (Masiukiewicz and Nowak, 2012).  But the government taxes the waiver as income.  Accountants should change how they value intangible assets although these amounts are not disclosed in financial statements.



4. Behavioral barriers
The entrepreneur’s behavior, which affects the probability of his bankruptcy, depends on customers and crises as well as on his own traits.  A study of 609 SME entrepreneurs in Poland found that over 47% had higher education. Most were innovators though few were expansive (65.1% and 21% respectively; Table 7). 

	No.
	Profile of businessmen SME
	% Share of the profiles of the respondents
	% Entrepreneurs who in the last three years have innovated

	1
2
3
4
5
	Involved
Paternalistic
Fulfilled
Resourceful
Frustrated
	21.0
35.0
23.0
10.0
10.0
	65.1
48.9
44.1
34.3
30.8

	
	Average
	
	44.1



Table 7: Profiles of businessmen and their attitudes toward innovation.
Note: Research of the Warsaw School of Economics in 2011, covering the owners and co-owners of 609 SMEs.
Source: Authors’ work based on Gardawski (2012).

Entrepreneurs are split on the need to expand.  In a PARP survey of 1,206 SME companies, 44% of the respondents were satisfied with the status quo and 38% wanted more growth (Table 8).

	No.
	Attitude of SME entrepreneur towards his business
	Answers (in %)

	1
2
3
4
	I do not press for company growth; business is good enough.
I stress development. I offer new services or seek new markets.
My business is poorly developed and must close.
Don’t know
	44.0
38.0
4.0
14.0



Table 8: Attitude towards business.
Source: Orłowski et al. (2010. p. 60).



	No.
	Willingness to continue working with the entrepreneur
	Answers (in %)

	1
2

3
4
5
6

7
8
	Immediate suspension of supplies
Supply would continue but would ask for prepayment or payment in cash
If I signed the contract, I would like to resolve them
Consultation with an attorney
I would take the case to the court for payment of debts
I would be willing to spread the repayment of debts over  installments to help the debtor to his feet
Notice of the situation of other enterprises
I include applicants for bankruptcy
	50.0
56.0

44.0
47.0
39.0
55.0

37.0
29.0



Table 9: Willingness to continue working with a bankrupt entrepreneur.
Source: Own studies based on Pentor (2011).

In a crisis, the company’s survival may depend on its relationships with suppliers and customers. Studies by the Polish Agency for Enterprise Development (PARP) show that 50% of the traders immediately stopped supplies to a defaulting business (Table 9).  	
 
A survey asked business owners how they had coped with the 2008 financial crisis. Of those who were traders, 12% sought informal employment, and 17% sought help in social systems (Table 10).  The crisis raised the demand for -- and the supply of – informal loans.

	No.
	What is your attitude toward the economic crisis:
	Business owners

	Managers

	1
	Getting help in the family
	9.8
	0.0

	2
	Finding work in the informal economy
	12.2
	11.8

	3
	Getting help among the closest circle of friends
	17.1
	11.8

	4
	Getting help in social organizations
	12.2
	5.9

	5
	Going abroad for business purposes
	9.8
	17.6



Table 10: Attitudes of entrepreneurs toward the financial crisis (in %).
Source: Authors’ studies based on  Słaby (2009).



5. Second Chance Program in the EU and its implementation

Since bankruptcy is costly to the economy (Altman and Hotchkiss, 2007), a bankrupt entrepreneur should have a second chance.  An EU program offers guidelines for state aid for SME firms in difficulty; a directive on late commercial payments; and a procedure for small claims. The EU’s Enterprise Europe Network – with 600 organizations and 4,000 employees – advises bankrupt businesses on how to start again. 
The Polish government has: 
· simplified procedures for setting up companies (including e-registration) 
· prepared a law on recovery and insolvency 
· put into effect a law on commercial transactions as well as the program Support for Export
· introduced free one-year guarantees for SME loans
· helped to establish and develop SMEs from EU grants (de minimis) under the Innovative Economy Operational Programme.

Taxes and startup procedures must be simplified. A 2012 World Bank report on tax treatment of entrepreneurs ranked Poland in the second hundred of 183 countries.  And in its Index of Economic Freedom, the Heritage Foundation ranked Poland 64th.

6. SMEs in Kazakhstan

SMEs are not as prevalent in Kazakhstan as in Poland.  According to Kazakhstan’s Ministry of Economic Development and Trade (2012), SMEs in 2010 employed 30.4% of the workforce.  But they accounted for only 20.2% of GDP, less than half of the share in Poland.  This was well below the average for developed countries. In most nations belonging to the Organization for Economic Cooperation and Development (OECD, 2009), SMEs account for 60-70% of employment. In high-income countries, SMEs amount to 51% of GDP (Edinburgh Group, 2012). Some possible constraints on the development of SMEs in Kazakhstan, as this study will illustrate, include administrative barriers, relatively high nominal interest rates on loans, lack of access to business credit, difficulties in financial planning resulting from high inflation, and poor logistics.   
Cheap loans, and cuts in administrative costs, would help SMEs, which face high interest rates.  For Kazakhstan, the average nominal interest rate for business loans in the national currency has been in the range 10%-14.4% (National Bank of Kazakhstan, 2014,  Table 11), as opposed to 3.8% (December 2014) and 8% (October 2008) for Poland (National Bank of Poland, 2015).  In Kazakhstan, annual inflation ranged from 4.8% (2013) to 9.5% (2008); for Poland, from -1% (2014) to 3.3% (2008) (International Monetary Fund, 2015).  As both economies recovered, real interest rates rose higher in Kazakhstan than in Poland, offsetting the benefit to SMEs of the increased demand for goods. Tenge depreciation in 2014 and 2015 has made loans in foreign currency risky for borrowers.  The anticipation of inflation and devaluation may also have shifted the preferences of consumers toward purchasing durables, which are sold primarily by large retailers.  High indebtedness of Kazakh consumers (20% of bank loans in Kazakhstan were non-performing in 2013) has lowered demand for many goods (World Bank, 2014).
SMEs in food and beverage processing may apply for subsidized loans from the Damu Fund, priced at no more than 6%.  Firms may spend these subsidies only to refinance loans not granted under the Business Road Map 2020, the Program of Recovery of the finance ministry, JSC KazAgro or Damu Ondiris.  Neither may firms spend the subsidies on new or modernized fixed assets.  Other subsidized loans in tenge may be priced between 6% and 14% (Damu Fund for Development of Entrepreneurship, 2014).
Banks in Kazakhstan receive five times more interest revenue from SMEs than from large enterprises.  Nevertheless, since 2010, lenders have extended to small businesses less than a fourth of their loans (Table 12).  During the crisis year of 2009, small businesses in agriculture, trade and communications received higher shares. 

	
	31.12.08
	31.12.09
	31.12.10
	31.12.11
	31.12.12
	31.12.13
	31.12.14

	
	FC
	KZT
	FC
	KZT
	FC
	KZT
	FC
	KZT
	FC
	KZT
	FC
	KZT
	FC
	KZT

	Loans to non-banking
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	legal entities
	13.1
	16.5
	10.8
	15.1
	9.2
	12.8
	6.9
	11.2
	8.7
	10.6
	7.6
	10
	8.1
	14.4

	of which :
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Short-term (up to 1 month)
	9.5
	19.2
	8.1
	14.8
	5
	14.3
	1.9
	11.7
	4.6
	10.1
	4.3
	10
	6.7
	22.3

	Long-term (over 5 years)
	14.9
	16.1
	8.6
	13.9
	12
	11
	4.3
	7.4
	8.1
	11.9
	7.4
	11.3
	9.6
	10.9



Table 11: Interest rates on loans to non-banking legal entities in Kazakhstan (2008-2014).  Source: The National Bank of Kazakhstan.




	As of:
	01.01.10
	01.01.11
	01.01.12
	01.01.13
	01.01.14
	01.01.15

	Total
	22.35%
	18.24%
	15.28%
	14.18%
	11.37%
	14.77%

	Industry
	22.66%
	17.39%
	18.26%
	15.63%
	11.88%
	16.72%

	Agriculture
	33.66%
	23.40%
	18.25%
	16.66%
	11.40%
	16.50%

	Construction
	18.93%
	14.11%
	17.86%
	16.42%
	9.64%
	20.37%

	Transport
	18.40%
	20.79%
	11.41%
	11.68%
	14.44%
	19.47%

	Communication
	40.14%
	23.95%
	43.80%
	26.84%
	23.63%
	22.68%

	Trade
	38.53%
	28.93%
	22.66%
	23.04%
	17.80%
	24.91%

	Other
	13.40%
	13.19%
	9.86%
	9.05%
	8.70%
	8.71%



Table 12: Volume of loans to small businesses as a percentage of total volume of loans to the economy by sector (2010-2015).  Source: National Bank of Kazakhstan; authors’ calculations.

Important barriers for SMEs in Kazakhstan include instable demand, unfair competition, and scarcity of loans and qualified workers.  Western sanctions against Russia destabilize its demand for Kazakhstani exports, which declined 7.6% in 2014, compared to 2013 (Kaznex Invest, 2014).  The weak ruble puts Kazakhstani producers in import-competing industries at a disadvantage.  The Eurasian Union may overcome low export demand among its members, but it also increases competition with Russian producers.  
Most university graduates in Kazakhstan prefer work in the humanities and social sciences, attracted by higher salaries and prospects for career growth, while supply of specialists in many other fields remains low. A study of over 120,000 vacancies and 350,000 résumés, submitted to the website of Headhunter Kazakhstan (2014), a labor market research and recruiting agency, has shown that about four times more applicants apply for jobs in law and accounting than do for blue-collar positions, and two times more applicants apply for these jobs than for information technology and telecommunications or for science and education.  It is also estimated that 65% more citizens with a higher education have emigrated from Kazakhstan than immigrated into the country over 2010-2014 (Kapital, 2014).  Poor quality and corruption in education, its obsolescence and inflexibility in adapting to technological progress as well as to changes in the labor market, and lack of experience among graduates also contribute to the shortage of specialists.  Due to rampant unemployment during the recession of the 1990s, many university graduates could not acquire adequate professional experience, and the quality of their education suffered, because of the shortage of qualified instructors, many of whom quit their jobs at universities and moved into industry (RFCA Ratings, 2012).  Though it is not their main problem, it is still an issue that they complain about, according to a study of business representatives that we will discuss.  
A possible reason why the labor market has failed to adjust is the excessive provision of scholarships to students studying in the humanities and the excessive role of the government in providing to them jobs and privileges that artificially increase supply.  Specialists in economics and business administration are employed by the government extensively through national companies, the Samruk-Kazyna national welfare fund, the recently merged Unified Accumulated Pension Fund, and many others.  Most graduates of the Bolashak study-abroad program receive their degrees in humanities and social sciences.  As of 2014, only 40% of the program’s graduates studied in technical specializations.  This is not enough to drive down their labor costs to the point that they become affordable for SMEs, though it is an improvement from the 15% share of Bolashak graduates studying in technical specialties before 2000 (Delovoy Mir Astana, 2014).
SMEs also face political challenges.  After President Nursultan Nazarbayev leaves office, regulations unfavorable to SMEs may pass. Another threat is pressure by Belarus and Russia (backed by Armenia and Kyrgyzstan) on Kazakhstan to pass laws that may worsen its business climate.  In 2013, both countries had lower ratings than did Kazakhstan on the Heritage Foundation’s Index of Economic Freedom: 143rd for Russia (“mostly unfree”); and 153rd for Belarus (“repressed”) (Heritage Foundation, 2015).  In 2014, Kazakhstan ranked 69th (“moderately free”).  But on the World Bank’s Ease of Doing Business Index, Russia and Belarus outranked Kazakhstan (77th). According to that index (Table 13), Kazakhstan has a relatively liberal tax regime (17th).  Still, severe complaints about taxation remain. Contract enforcement, too, may be a relatively minor issue in Kazakhstan, which has a rating of 30, compared to 52 for Poland.  But getting credit, dealing with construction permits, and trading across borders are harder for Kazakhstan than for Poland.  (World Bank, 2014). 


   
	Economy
	Poland
	Belarus
	Russian Federation 
	Kazakhstan
	Kyrgyz Republic
	Armenia

	Ease of Doing Business Rank, Overall
	32
	57
	62
	77
	102
	45

	Starting a Business
	85
	40
	34
	55
	9
	4

	Dealing with Construction Permits
	137
	51
	156
	154
	42
	81

	Getting Electricity
	64
	148
	143
	97
	168
	131

	Registering Property
	39
	3
	12
	14
	6
	7

	Getting Credit
	17
	104
	61
	71
	36
	36

	Protecting Minority Investors
	35
	94
	100
	25
	35
	49

	Paying Taxes
	87
	60
	49
	17
	136
	41

	Trading Across Borders
	41
	145
	155
	185
	183
	110

	Enforcing Contracts
	52
	7
	14
	30
	56
	119

	Resolving Insolvency
	32
	68
	65
	63
	157
	69



Table 13: Components of the Ease of Doing Business Index for Poland and the economies of the Eurasian Economic Union.  Source: World Bank (2014).

In Kazakhstan, most entrepreneurs would probably seek remedies from the financial crisis in the form of government aid.   The Damu Fund for Development of Small Entrepreneurship provides financial aid and consulting. 
Survival rates among SMEs in Kazakhstan are like Poland’s. In 2012, only 61.3% of SMEs in Kazakhstan were active.  The others were inactive or bankrupt.  Of active entities, 69.9% were entrepreneurs.  Few failing enterprises get restructured (Table 14); in 2010-2012, about half of those restructured were in the construction industry. Restructuring during that period preserved 11,151 jobs. (Strategy Kazakhstan 2050, 2013).  


	
	2010
	2011
	2012

	Number of Liquidated Organizations
	2145
	1571
	1997

	Number of Restructured Organizations
	15
	9
	9



Table 14:  Bankruptcy and restructuring of business organizations in Kazakhstan (2010-2012).  Source: Strategy Kazakhstan 2050.

 Like Poland, Kazakhstan must improve its bankruptcy laws.  In 2014, it had a ranking of 3, on a scale of 0 to 12, where 12 was strongest, on the World Bank’s Strength of Legal Rights Index, which evaluates protection of rights of borrowers and lenders in collateral and bankruptcy disputes.  Poland’s ranking was 7; Russia’s, 4; Belarus’, 2; Armenia’s, 5; Kyrgyzstan’s, 8; the United States, 11.  Recent amendments to bankruptcy laws in Kazakhstan introduce electronic auctions and mandate selling all of the enterprise’s assets in one set.  The latter regulation is meant to preserve jobs, reduce selling costs, and to enable the enterprise to keep operating when sold (Uchet.kz, 2014).
Regarding shipment and delivery, Kazakhstan in 2014 ranked 88th in the World Bank Logistics Performance Index.  Poland ranked 31st, outperforming Kazakhstan in all components (Table 15).  Delays in transport or late deliveries may typify Kazakhstan.  Other members of the Eurasian Economic Union performed no better than Kazakhstan (World Bank, 2014).

	
	overall LPI score
	Customs
	Infrastructure
	International shipments
	Logistics quality and competence
	Tracking and tracing
	Timeliness

	Country
	score
	score
	score
	score
	score
	score
	score

	Poland
	3.49
	3.26
	3.08
	3.46
	3.47
	3.54
	4.13

	Kazakhstan
	2.70
	2.33
	2.38
	2.68
	2.72
	2.83
	3.24

	Russian Federation
	2.69
	2.20
	2.59
	2.64
	2.74
	2.85
	3.14

	Armenia
	2.67
	2.63
	2.38
	2.75
	2.75
	2.50
	3.00

	Belarus
	2.64
	2.50
	2.55
	2.74
	2.46
	2.51
	3.05

	Kyrgyz Republic
	2.21
	2.03
	2.05
	2.43
	2.13
	2.20
	2.36



Table 15: Components of the Logistics Performance Index for members of the Eurasian Economic Union and Poland.  Source: World Bank, Logistics Performance Index (2014).

7. Attitudes of SME entrepreneurs in Kazakhstan

Entrepreneurs in Kazakhstan may lack enthusiasm. In 2010, the BISAM (Business Information, Sociological and Marketing) Research Center surveyed 1,636 beginning and potential entrepreneurs in this country, using a poll questionnaire.  BISAM is a company created by Kazakhstani researchers and Bilesim International, a Turkish marketing research agency, in 1997.
BISAM also interviewed 18 focus groups of agricultural heads and failed entrepreneurs – as well as 45 business representatives and entrepreneurs in depth.  Most respondents (86%) anticipated good prospects for business, perhaps due in part to the 2009 tax reform, which had reduced the corporate income tax to 20%, from the rate of 30%.   Even so, as shown by the survey, SME representatives criticized pressure during inspections, fearing demands for bribes. Over one-third (36%) of all respondents said resources were sufficient for sustaining the business but not for expanding or perfecting it.  Another 39% said resources were sufficient only for sustaining the current business (Table 16).  The share of such respondents is highest for owners of businesses with no employees, and lowest for businesses with 21-50 employees.   
Respondents owning businesses with no employees are also the most likely to be in a critical financial condition (Table 17).  In this regard, agricultural entrepreneurs are the worst off, with nearly half (49%) having enough resources only for sustaining the current business, 4% being in a critical financial condition, and 7% lacking resources for just sustaining business, while legal entities are the best off, with only 1% in a critical financial condition and nearly one-quarter (24%) having enough resources for expanding (Table 18).   
Most enterprise representatives report medium development of their businesses.  Representatives of agricultural enterprises report less development than do entrepreneurs; representatives of legal entities report the most development (Tables 19 and 20).  
In 2009 and 2010, more than half of the respondents in all three types of SMEs were most willing to install equipment. All were less willing to spend, which reflected increased risk aversion.  This was especially true for entrepreneurs (Table 21).  
Excessive competition was the most common complaint of business representatives, followed by inadequate resources and high taxes (Table 22).  Entrepreneurs were suspicious of the government and ill-informed about it. Over half of them (53%) complained that government officials had a negative attitude toward their businesses (Table 23).  Over half of the entrepreneurs knew nothing about the Road Map for Business, and the overwhelming majority (87%) knew nothing about the Program of Accelerated Industrial-Innovative Development (Table 24).
 Over two thirds of the entrepreneurs said they would quit their enterprises and get well-paid jobs if they had a chance.  About one third said they had become entrepreneurs because of circumstances, not because of their desires.  Only 31% found their businesses interesting, and only 30% viewed business as their life mission (Table 25).  
Most entrepreneurs underestimated how much they needed to know in order to succeed.  They also underestimated the importance of hiring skilled personnel.  The 2008 financial crisis decreased willingness to train personnel, modernize and expand equipment, repair works and install facilities.  


	Condition
	Percentage of Respondents

	There are enough resources for maintaining and expanding the business
	18

	There are enough resources for sustaining the business; insufficient resources for expanding or perfecting it
	36

	Resources are sufficient only for sustaining the current business
	39

	Not enough resources even for sustaining the current business
	4

	The business is in a critical financial condition
	3



Table 16: Assessment of business conditions by survey respondents.  Source: BISAM.




	
	No Employees, Working Alone
	Fewer than 5 Employees
	6-20 Employees
	21-50 Employees
	Over 50 Employees

	Enough resources for sustaining and expanding the business
	12
	13
	23
	29
	17

	Enough resources for sustaining the business; insufficient resources for expanding or perfecting it 
	26
	36
	41
	36
	36

	Resources available are sufficient only for sustaining the current business
	48
	43
	31
	29
	38

	Not enough resources even for sustaining the current business
	8
	4
	4
	3
	5

	The business is in a critical financial condition
	6
	3
	1
	2
	3



Table 17: Assessment of the condition of the business by size of the organization, % of respondents.  Source: BISAM.



	
	Individual Entrepreneurs
	Representatives of Legal Entities
	Representatives of Agricultural Enterprises

	Enough resources for  sustaining and expanding the business
	17
	24
	12

	Enough resources for sustaining the business; insufficient resources for expanding or perfecting it 
	36
	42
	27

	Resources available are sufficient only for sustaining the current business
	40
	28
	49

	Not enough resources even for sustaining the current business
	4
	4
	7

	The business is in a critical financial condition
	3
	1
	4



Table 18: Assessment of the condition of the business by type of organization, % of respondents.  Source: BISAM.



	Self-Assessment
	No Employees; Working Alone
	Fewer than 5 Employees
	6-20 Employees
	21-50 Employees
	Over 50 Employees
	Overall

	Extremely low
	4
	2
	0
	1
	0
	2

	Pretty low
	15
	11
	7
	7
	5
	10

	Medium
	70
	78
	73
	65
	64
	74

	Pretty high
	10
	7
	18
	19
	26
	13

	Extremely high
	0
	0
	1
	9
	5
	2



Table 19: Respondents’ self-assessment of the level of development of the business by number of employees, % of respondents.  Source: BISAM.


	
	Individual Entrepreneurs
	Representatives of Legal Entities
	Representatives of Agricultural Enterprises
	Overall

	Extremely low
	2
	1
	2
	2

	Pretty low
	11
	8
	11
	10

	Medium
	74
	70
	76
	74

	Pretty high
	11
	18
	11
	13

	Extremely high
	2
	3
	0
	2



Table 20: Respondents’ self-assessment of the level of development of the business by type of business, % of respondents.  Source: BISAM.




	Aspect
	Overall
	Legal Entities
	Individual Entrepreneurs
	Agricultural Enterprises

	
	2009
	2010
	2009
	2010
	2009
	2010
	2009
	2010

	Acquiring and installing new equipment
	57.8
	44.6
	61.5
	51.1
	58.3
	41.7
	52.1
	46.5

	Updating of existing equipment
	45.8
	39.3
	49.7
	47.6
	45.6
	35.4
	42.4
	42.2

	Overhaul
	44.8
	29.3
	40.5
	31.9
	47.1
	25.6
	40.8
	40.3

	Creation of new plants: Compartments and assembly lines
	34.5
	19.9
	37.4
	24.8
	33.2
	17.9
	36.6
	20.5

	Training and increasing the qualification of personnel
	43.5
	29.1
	61.0
	44.4
	39.8
	25.4
	39.3
	20.8



Table 21:  Willingness to invest more funds into various aspects of development by business type, % of respondents.  Source: BISAM.

	Key Threats
	A Problem of SMEs
	A Particularly Relevant Problem of SMEs

	Excessive competition
	32
	22

	Lack of own funds for development
	31
	19

	High taxes
	29
	17

	Low customer demand
	23
	15

	Difficulties in obtaining loans
	21
	14

	Absence of effective government support
	19
	11

	High rates of rental fees
	18
	10

	Frequent supervision by regulatory and tax authorities
	14
	8

	Problems in attracting needed specialists
	13
	6

	Searching for sources of  investment
	11
	6

	Lack of necessary equipment
	11
	4

	Problem in realization of produced goods and services
	11
	7

	Lack of funds for modernizing the business
	10
	5

	Instability of regulation of small businesses
	10
	3

	High rental fees
	10
	7

	Unjustifiably high volume of financial reporting required
	10
	3

	Lack of knowledge and skills for development of the business
	9
	3



Table 22: Key threats and problems of SMEs perceived by respondents (%).  Source: BISAM.

	Attitude
	Percent of Respondents

	Contempt and a negative attitude, caused by envy
	53

	Neutral attitude
	20

	Positive attitude, combined with a formal declaration of support for the business
	12

	Negative attitude: Government officials believe that their role is to crack down on entrepreneurs
	8

	Excessive and total control on the part of the government
	5

	Positive attitude, combined with real support for business
	2



Table 23: Government’s attitude towards business as perceived by respondents, %.  Source:  BISAM.

	Familiarity Level
	Road Map for Business
	Program of Accelerated  Industrial-Innovative Development

	Know nothing
	56
	87

	Heard something
	32
	11

	Know what it is and what it is for
	10
	1

	Familiar in detail
	2
	1



Table 24:  Familiarity of respondents with government programs supporting SMEs, %.  Source: BISAM.

	Reasons for Becoming an Entrepreneur
	Percentage of Respondents

	I became an entrepreneur due to pressuring circumstances
	32

	I became an entrepreneur, because I find it interesting
	30

	I became an entrepreneur, because of prestige
	7

	I became an entrepreneur, because I think it is my life mission
	1



Table 25: Reasons for becoming an entrepreneur, reported by respondents, %.
Source: BISAM.







8.  Conclusions

Since the subprime crisis of 2007-2009, the EU, as well as national governments and central banks, have tried to rescue firms in difficulty.  In Poland, commercial banks should support public policies giving these firms a second chance.  This will enable the banks to recover part of their debt and maintain their customers.
Restructuring firms can impose on them debts, payment delays, and a loss of market share.  Poland needs:
· changes in bankruptcy, recovery and banking laws
· institutions providing organizational and financial support
· specialists in company emergencies
· a center coordinating research, education and scientific information
Compared to Polish SMEs, Kazakhstani firms face more troublesome inspections and over-regulation.  They also seem to depend more on government support than Polish businesses do.  Entrepreneurs in both countries think that they face keen competition.  This perception is a warning signal, given Kazakhstan’s accession into the Eurasian Economic Union and the World Trade Organization.  
SMEs in Kazakhstan must become more competitive.  Although they complain of high taxes, in reality Kazakhstan has a liberal tax regime.  Advancing business education and financial literacy may take care of this complaint.  In addition, logistical problems are probably more prevalent in Kazakhstan than in Poland, and the country’s accession into the WTO and the Eurasian Economic Union will exacerbate them.  
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