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Abstract. In the context of the annual deficit of the state budget of the Republic of Kazakhstan, the issue of the ef-
fectiveness of public procurement is becoming more and more urgent. One of the indicators of the effectiveness of
public procurement is the share of local content in them. The purpose of this work is to review the current situation
on ensuring the local content development in public procurement and identify problem areas. Missing in open access
statistical data on local content in public procurement received from the Ministry of Industry and Infrastructure De-
velopment of the Republic of Kazakhstan were used for the analysis. According to the results of the analysis, it was
revealed that most of the public procurement is covered by imported manufacturers, and the greatest impact on the
share of local content in public procurement is provided by the procurement of works that are carried out mainly at
the level of local executive bodies. In addition, there is a large gap in the indicators of local content between regions.
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As a result, possible causes of the problem and directions for its further study are suggested.

Keywords: local content, public procurement, regulated procurement, domestic producers.

Introduction

The strategy «Kazakhstan — 2050» aims to im-
prove the budget policy in terms of increasing the ef-
ficiency of public spending [1]. According to research
by the Organization for Economic Co-operation and
Development (OECD), 43% of Kazakhstan's total
public spending is on public procurement, which is
more than the OECD average [2].

The effectiveness of public procurement depends
on many factors, including administrative costs and
corruption. However, in this article, as an indicator of
the effectiveness of public procurement, the degree of
support for domestic producers is considered, which
is reflected in the share of local content (SLC).

Local content is an indicator in cost and percent-
age terms of the share of local goods, services and la-
bor resources used in the implementation of activities
by state bodies, quasi—public sector and enterprises
on the territory of the Republic of Kazakhstan.

Recently, the concept of «local content» has been
replaced in the legislation with «in-country value»
without changing its essence. This is due to the pos-
sible emergence of a conflict between the local con-
tent development policy and international treaties
within the framework of Kazakhstan's participation
in the World Trade Organization and the Eurasian
Economic Union.

According to the Government Program for the

Development of Domestic Value and Export-oriented
Industries [3], 44.6% of intermediate goods, 31.6% of
consumer goods and 23.8% of means of production
were imported into the country in 2021. At the same
time, the total volume of imports of manufacturing
products in 2021 amounted to 38.3 billion US dollars
and is represented by a wide range of goods consist-
ing of 4729 items.

Foreign researchers Grossman, Beghin, Sumner,
Belderbos, Sleuwaegen, etc. [4-6] attribute local con-
tent requirements to protectionism policy instru-
ments along with customs duties, various fees and
national quality standards. However, unlike tradi-
tional instruments of protectionism, LCR is aimed
at increasing the competitiveness of local goods by
reducing imported ones.

The requirements of local content also attract the
attention of local researchers, which is confirmed by
the works of Temirbekova A.B., Temirbek E.B., Gim-
ranova L.R., Pritvorova T.P., Gimranova G.I.,, Zh-
uparova A.S. and others [7-9]. However, due to the
lack of publicly available statistical information on
local content, there is a gap in domestic science in this
area.

Description of materials and methods of
analysis
In accordance with the Decree of the President



of the Republic of Kazakhstan [10], the Ministry of
Industry and Infrastructure Development of the Re-
public of Kazakhstan is endowed with the function
of collecting and processing information about local
content in regulated procurement. In this connection,
the information received from this Ministry was used
for the analysis.

The main indicators for calculating the local con-
tent of goods are: the cost of the goods; the share of
local content in the goods indicated in the certificate
ST-KZ; the total cost of the contract.

When calculating the local content of work (ser-
vice), along with the above indicators, the following
data are also used:

- the total cost of goods purchased by the supplier
or subcontractor under the contract;

-the total cost of subcontracting contracts
concluded within the framework of the contract
execution;

- the share of the remuneration fund of Kazakh-
stani personnel in the total remuneration fund of em-
ployees of the supplier or subcontractor;

- the total cost of the contract for the purchase of
work (services).

Discussion of the results

Figure 1 shows statistics on local content in the
procurement of subsoil users, national companies
and government agencies.

In 2019, the gap in the volume of purchases be-
tween the subjects is clearly noticeable. In 2020, the
total volume of purchases for all subjects decreased,
while the volume of purchases of state bodies became
larger in comparison with the volume of purchases
of state-owned companies. In 2021, the volume of
purchases of all subjects is growing. Over the same
period, the gap between subjects is narrowing, and
between state bodies and state-owned companies is
barely noticeable at all.

The local content in the procurement of subsoil

Subsoil users |

Pazpnen «lNeparorvika BoiCLLEN WKOJbl. DKOHOMMKa» M

users and state-owned companies is growing annual-
ly, while the latter are consistently leading in this in-
dicator. The dynamics of local content in government
procurement does not have any stable trend, but by
2021 it is increasing by almost 5 percentage points.
Nevertheless, the indicators of state bodies remain
the worst among the analyzed subjects.

In this regard, the problems of the development
of local content were studied on the example of pub-
lic procurement.

According to Figure 2, government agencies ac-
quire more and more services and works from year to
year, while the demand for goods does not have sta-
ble dynamics. At the same time, the most government
agencies procure works that take up more than half
of the total volume of public procurement in 2020 and
2021.

However, when it comes to local content, the pic-
ture is reversed. Thus, the share of local content in
goods and services in the analyzed period is steadily
growing, while the demand for services is satisfied
by domestic supply more than other items.

The lowest level of local content is observed in
the purchases of goods, which account for only 13%
of total purchases in 2021. Against this background,
the purchases of works look less optimistic, the local
content in which is constantly decreasing and reach-
es 41.7% by the end of 2021, which is 6.2 percentage
points lower than in 2019. At the same time, in 2021, 4
times more works were purchased than goods.

Most of the public procurement is carried out
at the level of local executive bodies (LEBs). At the
same time, every year the share of purchases of LEB
increases and by the end of 2021 amounted to about
85%.

The share of procurement by central govern-
ment bodies, although small, has a constant positive
trend in local content, the share of which increased
by 18 percentage points over three years and in 2021
amounted to 51%.

billion tenge

i
S State-owned companies |
N Public Procurement |
b Subsoil users | 50,2% 5892
S State-owned companies | 69,4% | 4522

Public Procurement | 41,4% 4978
i Subsoil users | . 45% : 7708
R State-owned companies | : 64,9% 5768

Public Procurement |

M Local content Total

Figure 1 — Local content in regulated procurements by entities of procurement
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Figure 2 — Local content in public procurement by the subject of procurement
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Figure 3 — Local content in public procurement by levels of government

The share of local content in the purchases of LEB
shows unstable dynamics and has not changed in
three years, having risen by only 1 percentage point.

A comparison of 2021 purchases between levels of
government shows that CGA are in greater demand
for services that make up 63% of their total purchases.
At the same time, the volume of purchases of services
in the CGA is comparable to the volume of purchases
of goods in LEB, which do not even reach 11% of their
total purchases. Most of the expenses of the LEB are
related to the procurement of works with a share of
more than 60% in the total volume of purchases.

At the same time, the SLC in the procurement of
LEB works is only 41%, while the same indicator of
the CGA is 60%. This is presumably due to the variety
of purchased works at different levels of government.

However, the comparison of SLC in procurement
of works by region also shows big differences (Figure

5).

Thus, the largest volume of public procurement
of works falls on the LEB of Almaty and amounts to
339.1 billion tenge, which is 4.3 times more than the
West Kazakhstan region, which purchased the least
amount of work. At the same time, the West Kazakh-
stan region also shows the lowest indicator of SLC
— 17%, while in the North Kazakhstan region this
indicator is 77%. Perhaps this is due to the quality
of reporting information or the level of communica-
tion between customers, contractors and domestic
producers.

Conclusion

As a result of the statistical analysis of local con-
tent in public procurement, the following was found:

1. Among regulated purchases, the smallest share
of local content in public procurement (46.1% in
2021).

2. Public procurement of works takes up most of
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Figure 4 — Local content in public procurement of CGA and LEB in the context of the subject of procurement
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Figure 5 — Local content in public procurement of works in LEB level

the costs, while local content in them decreases annu-
ally (from 47.9% to 41.7%).

3. 85% of public procurement is carried out at the
level of local executive bodies.

4. Almost the entire volume of public procure-
ment of works falls on local executive bodies with a
share of local content of 41%.

5. The share of local content in the procurement
of works differs depending on the region. At the same
time, the gap between the regions on this indicator
reaches 60 percentage points (North Kazakhstan re-

gion — 77%, West Kazakhstan region — 17%).

Thus, more than half of government expenditures
in the framework of procurement activities are im-
plicitly directed to the development of the economy
of foreign countries. The study of the problem should
begin with public procurement of works at the level
of local executive bodies. At the same time, it is nec-
essary to analyze the processes of collecting statisti-
cal information and ways of communication between
customers, contractors, and domestic producers to
identify the causes of a large gap between regions.
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KazakcmaH Pecny6auKacbiHbiH, MemMaeKemmik cambin anynapeliHOAFel depinikmi Kammyodel manday

*ECMAFAMBETOB flaynem bekbambipynbl, dokmopaHm, d.yessmagambetov@apa.kz,

IKYCAMBIHOBA Jlapuca Ucaamkpisel, 5.f.K., npogeccop, |.kussainova@apa.kz,

2MEPLLIKO Nlapuca AneKcaHApoeHa, 3..0., npogeccop, larisa_pershko@ukr.net,

KazakcmaH Pecriybaukacesi lpe3udeHmi waHeiHOarbl Memnekemmik 6ackapy akademusAcel, Kazakcmax, AcmaHa,
Abali daHFblnbl, 334,

23K0s102U5, 3KOHOMUKQ HaHEe KYKbIK UHcmumymel, YkpauHa, Kues, TypeeHescKkas keweci, 11,

*aemop-koppecrnoHOeHm.

AHOamna. KaszakcmaH Pecriybaukacel Memaekemmik 6100xcemiHiH #bla caliblHFbl Manwblablfel aroalielHOa Mmemiie-
Kemmik camein anydsiH muimoiniei maceneci e3ekmi 60abin omsip. Memaekemmik cameoln any muimoinieiHiH kKepcem-
KiwmepiHiH, 6ipi onapdarsl xeepzinikmi Kammy ynaeci 60761 Mabolaadsi. HymelcmsiH, MaKcamesl MeMaeKemmik camelrn
anyoa xeepeinikmi Kammyodsl damsimydsl KAMMAamMacei3 emy 6olbIHWA arbiMOaFbl HarFdaliFa wosy ¥aHe npobaema-
A6l alimakmapOosl alikbiHoay 60abin mabelnadesl. Tanday ywiH wannelFra Koaxcemimcia, KazakcmaH PecrniybauKacsi
UHAYycmpus #aHe UHPPAKYPbIALIMObIK 0amMy MUHUCMPI2IHEH GAbIHFAH MeMaeKemmik camoln aayaapoarel #epainik-
mi KaMmy mypasnel CMamucmMuKanelkK depekmep nalioanaHelndsl. Tanday KopbimelHObICk! 6olibiIHWA MeMaeKkemmik
camein anynapoeiy 6aceim 6esiei umnopmmanamelH eHOipywinepmeH #abblaameiHel aHbIKMandel. Memaekemmik
camein anynapoarsl xepinikmi KaMmmy yneciHe xcepainikmi amgapywel op2aHoap OeHeeliiHOe cameln aabIHAMbIH
HYMbICMApP eH YaKeH acep ememiHi, ¥aHe alimakmap apacbiHOa Xepainikmi Kammy KepcemkiuimepiHoe yriKkeH as-
wakmelK npobaemacs! alikbiHOAn0bl. HomuxeciHde maceneHiH, 6oaxcamarssl cebenmepi Kepcemindi ¥aHe OHbl 3pi Ka-
pali 3epmmey 6arbimmapbl YCbiHbINAObI.

Kinm ce30ep: »epzinikmi Kammy, memaekemmik camelin asay, pemmesaemidH camsin anyaap, omaHoblK mayap eH-
dipywinep.

AHaU3 MecmHo20 codepiaHus 8 20cy0apcmeeHHbIX 3aKynKax Pecnybauku KazaxcmaH

*ECMATAMBETOB flaynem bekb6amoipoeu4, 0okmopaHm, d.yessmagambetov@apa.kz,

1KYCAUHOBA Jlapuca UcaamosHa, K.3.H., npogeccop, l.kussainova@apa.kz,

2MEPLLIKO Jlapuca AneKcaHApoeHa, 0.3.H., npogheccop, larisa_pershko@ukr.net,

LAkademus 2ocyoapcmeeHHo20 ynpaeneHua npu lpesudeHme Pecnybauku Kazaxcmad, KazaxcmaH, AcmaHa,
np. Abas, 33a,

2MIHcmumym 3Kon02uU, 3KOHOMUKU U Npasa, YkpauHa, Kues, yn. TypeeHesckas, 11,

*asmop-KoppecrioHoeHm.
AHHOMayusA. B ycnosusx exceao00Ho20 depuyuma 2ocydapcmeeHHo20 brodxema Pecnybnuku KazaxcmaH ece bosnee

aKMyasibHbIM CMAHOBUMCA 80MPOC 3PEKMUBHOCMU 20CyOapPCMBEHHbIX 3aKynoK. OOHUM u3 nokaszamenel g gek-
mueHOCMU 20Cy0apCcmMBeHHbIX 3aKYMOK A819emcsa 008 MECMHO20 CO0epHaHUs 8 HUX. Llenbto daHHoU pabomel A6a4-
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emcsa 0630p meKyuwie2o MoaoxeHus Mo obecrneyeHUro pa3eumMus MECMHO20 COOePH(AHUA 8 20Cy0apCMeeHHbIX 3aKYMKaX
u onpeodesneHue npobaeMHbIX 30H. [14 aHAAU3a 6blU UCMOAb308AHEI CMAMUCMUYecKUe OaHHbIE 0 MECMHOM COOepH(a-
HUU 8 20cydapcmeeHHbIX 3aKYMNKax, omcymcmayroujue 8 0mxpeimom docmyrie U nosay4eHHole om MuHucmepcmea UH-
dycmpuu u uHgpacmpykmypHozo pazeumus Pecriybauku KazaxcmaH. 1o umoaam aHanu3a eviseneHo, ymo 6oabwas
4acme 20Ccy0apCMeeHHbIX 30KYMNOK MOKPbIBAemcs UMMOpMUpPyemMbIMU Mpou3800uMenamu, a Haubosbwee eaugHUE HA
00110 MECMHO020 COOePH(AHUSA 8 20CyOapCMBEHHbIX 3AKYMKAX OKA3bI8AOM 3aKYNKU pabom, Komopble ocywecmsnsaom-
CA MpeumMywecmeeHHO Ha yPOBHE MECMHbIX UCMOAHUMEsbHbIX 0p2aHo8. Kpome moao, cyujecmayem 60abwoli pazpele
8 MOKA3aMesIAX MeCMHO20 COOePHaHUA MexOy pe2uoHaMU. B pe3ysbmame yKa3aHbl 803MOXCHbIe MPUYUHbI Mpobaembl
U npeosioxceHbl HanpasaeHus 014 eé 0asnbHeliue20 U3yyeHus.

Kntouesble cnosa: MecmHoe codepraHue, 20Cy0apCcmeeHHble 3aKYMKU, peayaupyemsle 3aKynKu, omeyecmseHHble mo-
sapornpouzsooumerndu.
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